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CiOMMITTEB  ON  THB  PuBUC  LaNDS, 

House  of  Eepbesektatives, 

Tuesday^  February  6, 1918. 

The  committee  met  at  10.15  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order. 

Gentlemen  of  the  committee,  we  have  met  this  morning  for  the 
consideration  of  Senate  2812  and  H.  R.  3232,  so-called  oil  leasing 
bills;  and  we  have  invited  the  oil  men  to  be  present,  and  many  of 
them  are  present^  and  I  know  of  no  better  way  to  begin  than  to 
ask — ^beginning  right  here — ^to  ask  the  names  of  those  who  desire 
to  be  heard,  virho  thev  represent,  and  the  time  that  they  will  probably 
consume.  That  will  give  the  committee  an  idea  of  how  much  time 
will  be  required ;  and  later  we  can  take  up  the  advisability  of  bavins 
the  different  oil  men  in  groups,  so  there  may  not  be  a  repetition  of 
testimony. 

I  have  invited  the  three  departments — the  Department  of  the  In- 
terior, Department  of  Justice,  and  the  Navy  Department — ^to  be 
represented  here,  and  we  will  be  glad  to  have  the  benefit  of  their 
suggestions. 

Now,  I  firad  that  we  have  14  hours  asked  for,  gentlemen;  and,  of 
course,  there  are  a  lot  of  people  that  have  telegrams  on  file,  asking 
to  be  heard  who  are  not  yet  here.  I  have  telegrams  from  Oklahoma 
and  some  from  Colorado  asking  if  they  can  be  heard  as  late  as  the 
12th,  and  I  have  wired  them  that  the  committee  wanted  to  proceed 
as  fast  as  they  could,  but  I  thought  the  hearings  would  be  open  that 
lon^,  and  I  have  advised  them  in  each  case  to  come  as  soon  as  they 
could.  I  assumed  that  to  be  the  wish  of  the  committee.  So  we  can 
depend  upon  some  additional  time  that  is  not  asked  for  this  morning. 

Now,  does  any  member  of  the  committee  have  in  mind  anyone  that 
wants  to  be  heard  that  is  not  now  here? 

Miss  Rankin.  I  have  not  heard  from  my  State,  Mr.  Chairman, 
and  do  not  know  whether  there  will  be  anyone  here  from  there  or  not. 

Mr.  MoNDELL,.  Mr.  Chairman,  the  governor  of  our  State  was  here 
a  short  time  ago,  expecting  to  appear  before  the  committee.  He  was 
called  back  to  Colorado  by  the  very  sad  and  accidental  death  of  his 
son,  and  if  possible  he  will  return.  If  he  returns,  we  would  like  to 
reserve  a  little  time  for  him — for  Gov.  Frank  Houx. 

The  Chaikman.  How  much  time  would  you  say  he  would  like  to 
have? 

Mr.  MoKDELL.  Probably  30  minutes. 

The  Chatrman.  Will  he  speak  generally  for  the  interests  of  the 
State! 


0^. 


u 


OIL  LEASING  LANDS. 


Mr.  MoNDELL.  He  will  speak  for  the  interests  of  the  people  of  the 
State  generally. 

The  Chaibman.  I  presume  we  had  better  print  Senate  2812  and 
H.  K.  3232  and  the  three  reports  of  the  departments  immediately 
following,  and  without  objection  they  will  be  incorporated  in  the 
record. 

Mr.  Eakeh.  In  printing  these  bills  it  will  do  no  good  at  all  to 
print  one  here  and  then  one  following,  and  it  would  not  cost  a  bit 
more  and  makes  it  much  easier  reading  if  we  could  have  them  printed 
parallel,  in  miniature  type.  The  way  they  print  them  in  these  hear- 
m&^,  we  might  just  as  well  throw  them  away. 

The  Chairman.  Can  that  be  done  in  the  ordinary  hearings? 

Mr.  Haker.  It  is  done  in  the  ordinary  hearings ;  yes. 

The  Chairman.  Very  well ;  we  will  have  it  done  that  way.  With- 
out objection  H.  R.  8232  and  Senate  2812  will  be  printed  in  parallel 
columns,  after  which  the  reports  of  the  departments  will  follow. 

(The  papers  referred  to  follow:) 

GoMPABAnvE  Pbint  of  H.  R.  3232  and  S.  2812,  to  Promote  the  Mining  or 
Ck)Ai.,  Phosphate,  Oil,  Gas,  and  Sodium  on  the  Pubuc  Domain. 


H.  R.  S233.  a  bill  To  aufhorice  escplointloii  for 
vid  disposition  of  coal,  phosphate,  oil,  gas,  potas- 
sium, or  sodium. 

Be  it  enaeUd  by  the  Senate  and  Houee  of 
EepresentaUves  of  the  United  States  of 
America  in  Congress  assembled.  That  de- 
poeito  of  coal,  phosphate,  oil  and  gas, 
potooaiuHfti — Of  Dodm»  owned  by  the 
United  States,  including  those  in  national 
forests,  the  Grand  Canyon  national  monu- 
ment, and  the  Mount  Olympus  national 
monument,  but  excluding  those  in  na- 
tional parks,  and  in  lands  withdrawn  or 
reserved  for  military  or  naval  uses  or 
purposes,  shall  be  subject  to  disposition 
in  tne  form  and  manner  provided  by  this 
Act  to  citizens  of  the  Umted  States,  or  to 
any  association  of  such  persons,  or  to  any 
corporation  oiganized  under  the  laws  of 
the  United  States,  or  of  any  State  or 
Territory  thereof,  and  in  the  case  of  coal, 
oil,  or  gas  to  municipalities. 

GOAL. 

Sec.  2.  That  classified  coal  lands  or 
deposits  of  coal  belonging  to  the  United 
States,  exclusive  of  those  in  Alaska, 
may,  unless  an  offering,  an  application 
for  offering,  or  an  application  for  lease 
is  pending  hereunder,  be  acquired  in 
accordance  with  the  provisions  of  sec- 
tions twenty-three  hundred  and  forty- 
seven  to  twenty-three  hundred  and 
fifty-two,  inclusive,  of  the  United 
States  Revised  Statutes,  and  Acts 
amendatory  thereof  or  supplemental 
thereto,  or  such  lands  or  deposits  may 
be  leased,  as  hereinafter  provided. 


8.  2813.  AN  ACT  To  enooarese  and  promote  the 
mining  ofooal,  phosphate,  oil,  gas,  and  sodium  on 
the  public  domain. 

Be  it  enacted  by  the  Senate  ojut  House  of 
Representatives  of  the  United  States  of 
America  in  Congress  assembled.  That  de- 
posits of  coal,  phosphate,  oil,  gas,  or 
sodium,  in  land  owned  by  the  United 
States  and  not  otherwise  reserved,  ^all 
be  subject  to  disposition  in  the  form  and 
manner  provided  by  t]nB  Act  to  citizens 
of  the  United  States,  or  to  any  association 
of  such  persons,  or  to  any  corporation 
organized  under  the  laws  of  the  United 
States,  or  of  any  State  or  Territory  thereof, 
and  in  the  case  of  coal,  oil,  or  gas  to 
qualified  municipalities. 


GOAL. 

Sec  2.  That  any  citizen  or  any  asso- 
ciation composed  of  persons  severally 
qualified  by  law  to  enter  coal  lands, 
or  any  corporation  incorporated  under 
and  by  virtue  of  the  laws  of  any  State 
or  Territory,  or  any  municipality  of 
any  State  on  Territory,  shall,  upon  ap- 
plication to  the  register  of  the  proper 
land  office,  have  the  right  to  enter  by 
legal  subdivisions  any  quantity  of 
vacant  coal  lands  of  the  United  States 
within  any  State  or  Territory  of  the 
Union  not  otherwise  appropriated  by 
competent  authority,  not  exceeding 
two  thousand  five  hundred  .and  sixty 
acres,  upon  payment  to  the  receiver  of 
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not  less  than  $10  per  acre  for  such 
lands  where  the  same  shall  be  situate 
more  than  fifteen  miles  from  any  com- 
pleted railroad,  and  not  less  than  $20 
per  acre  for  such  lands  as  shall  be 
within  fifteen  miles  of  such  railroad, 
and  the  Secretary  of  the  Interior  shall 
offer  such  coal  lands  and  award  the 
same  through  advertisement  and  com- 
petitive bidding,  reserving  the  right 
to  reject  any  and  aH  bids  which  he 
may  deem  to  be  unfair:  Provided^ 
That  improvements  or  development 
work  of  the  value  of  $10,000  shall  be 
made  or  done  upon  the  lands  within 
one  year  after  such  award,  when  pat- 
ent shall  issue  therefor.  Upon  failure 
to  comply  with  the  terms  of  this  sec- 
tion within  the  required  period  said 
lands  shall  be  subject  to  entry  by  any 
other  qualified  applicant. 

No  such  person,  association,  or  corpo- 
ration shall  own  coal  lands  entered  after 
the  passage  of  this  Act  in  excess  of 
said  area,  at  any  one  time,  nor  be  in- 
terested, directly  or  indirectly,  in  any 
other  coal  lands  or  coal  taken  there- 
from, and  no  member  of  such  associa- 
tion or  corporation,  or  stockholder  of 
such  corporation,  shall  own  any  other 
coal  lands  or  be  interested,  directly  or 
Indirectly,  in  any  other  coal  lands  or 
coal  taken  therefrom,  or  in  any  other 
association  or  corporation  owning  or 
controlling  any  coal  lands:  Provided^ 
however^  That  any  such  ownership  or 
Interest  hereby  forbidden  which  may 
be  acquired  by  descent,  will.  Judg- 
ment, or  decree  may  be  held  two  years 
after  its  acquisition  and  not  longer, 
and  In  case  of  minorty  or  other  dis- 
ability such  time  as  the  court  may  de- 
cree. 

That  any  person,  association,  cor- 
poration, member  of  such  association, 
or  stockholder  of  such  corporation 
who  violates  any  of  the  foregoing  pro- 
visions shall,  upon  conviction  thereof, 
be  deemed  guilty  of  a  felony,  and  pun- 
ished by  a  fine  of  not  exceeding  $10,000 
or  by  imprisonment  in  the  peniten- 
tiary for  a  period  of  not  exceeding  two 
years,  or  both. 

That  if  any  of  such  coal  lands 
entered  after  the  passage  of  this  Act 
shall  be  owned,  leased,  trusteed,  pos- 
sessed, or  controlled  by  any  device 
permanently,  temporarily,  directly,  in- 
directly, tacitly,  or  In  any  manner 
whatsoever,  so  that  they  form  part 
of  or  in  any  way  effect  any  combina- 
tion, or  are  in  anywise  controlled  by 
any  combination  in  the  form  of  a 
trust,  or  the  subject  of  any  contract 
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H.  B.  3232. 


Sec.  3.  Tliat  the  Secretary  of  the  In- 
terior is  authorized  to,  and  upon  the 
petition  of  any  qualified  applicant 
stiall.  divide  any  of  the  coal  lands  or 
tlie  deposits  of  coal,  classified  and  un- 
classified, owned  by  the  United  States 
outside  of  the  Territory  of  Alaska, 
into  leasing  bloclu  or  tracts  of  forty 
acres  each,  or  multiples  thereof,  and 
In  such  form  as,  in  the  opinion  of  the 
Secretary  of  the  Interior,  will  i)ermit 
the  most  economical  mining  of  the 
coal  in  such  blocks,  but  in  no  case  ex- 
ceeding two  thousand  five  hundred 
and  sixty  acres  in  any  one  leasing 
block  or  tract ;  and  thereafter  the  Sec- 
retary of  the  Interior  shall,  in  his  dis- 
cretion, from  time  to  time  upon  the 
request  of  any  qualified  applicant  or 
on  his  own  motion,  offer  such  lands  or 
deposits  of  coal  for  leasing,  and,  upon 
a  royalty  fixed  by  him  in  advance, 
shall  award  leases  thereof  through  ad- 
vertisement, by  competitive  bidding, 
or,  in  case  of  lignite  or  low-grade 
coals,  such  other  methods  as  he  may 
by  general  regulations  adopt,  to  any 
qualified  applicant :  Provided^  That  no 
railroad  or  other  common  carrier  shall 
l)e  permitted  to  take  or  acquire 
through  lease  or  permit  under  this 
Act  any  coal  lands  or  deposits  of  coal 
In  excess  of  such  area  or  quantity  as 
may  be  required  and  used  solely  for 
its  own  use,  and  such  limitation  of 
use  shall  be  expressed  in  all  lenses  or 
permits  issuetl  to  railroads  or  com- 
mon carriers  hereunder.  That  such  a 
railroad  or  common  carrier  may  be 
permitted  to  take  under  the  foregoing 
provisions  not  to  exceed  one  lease 
hereunder  upon  and  for  each  two  hun- 
dred miles  of  its  line  in  actual  opera- 
tion. The  term  "rallrond"  or  "com- 
mon carrier  "  as  used  in  this  Act  shall 
include  any  company  or  corporation 
owning  or  operating  a  railroad, 
whether  under  a  contract,  agreement, 
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or  conspiracy  in  restraint  of  trade  In 
the  mining  or  selling  of  coal,  or  of 
any  holding  of  such  lands  by  indi- 
viduals, copartnersldp,  association* 
corporation,  mortgage,  stock  o\vuer« 
ship,  or  control,  in  excess  of  two 
thousand  five  hundred  and  sixty  acres, 
the  title  thereto  shall  be  forfeited  to 
the  United  States  of  America  by  pro- 
ceedings instituted  by  the  Attorney 
General  in  the  courts  for  tlie  pur- 
pose. 

That  one-half  of  the  moneys  re- 
ceived for  the  lands  so  entered  over 
and  above  the  said  minimum  price 
shall  be  paid  to  tbe  State  in  wliich 
such  lands  are  situate. 

Sec.  3.  That  tlie  Secretary  of  the  In- 
terior is  authorized  to  lease  any  de- 
posits of  coal  or  lignite  owned  by  the 
United  States,  outside  of  the  Territory 
of  Alaska,  unless  previously  entered 
under  section  two  of  this  Act,  through 
advertisement,  competitive  bidding,  or 
such  other  methods  as  he  may  by  gen- 
eral regulations  adopt,  in  blocks  or 
tracts  of  forty  acres  each,  or  multiples 
thereof,  and  In  such  form  as  in  the 
opinion  of  the  Secretary  of  the  In- 
terior will  permit  of  the  most  economi- 
cal mining  of  the  coal  in  such  blocks 
or  tracts,  but  In  no  case  exceeding  two 
thousand  five  hundred  and  sixty  acres 
in  any  one  block  or  tract,  said  lands 
to  be  in  compact  form,  as  nearly  as 
may  be,  no  tract  to  exceed  In  length 
two  and  one-half  times  its  width ;  if 
surveyed,  to  be  described  by  the  legal 
subdivisions  of  the  public-land  sur- 
veys ;  If  unsurveyed,  to  be  sun-eyed  at 
the  expense  of  the  applicant  for  lease 
and  In  accordance  with  the  laws,  rules, 
and  regulations  governing  the  survey 
of  placer-mining  claims. 
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or  lease,  and  any  company  or  cor- 
poration subaidiary  or  auxiliary  there- 
to, whether  directly  or  Indirectly  con- 
nected with  sucli  railroad  or  common 
carr.'er,  but  shall  not  include  spurs, 
ndtches,  or  branch  lines  operated  by 
any  lessee  and  necessary  to  connect 
the  mine  with  the  line  or  lines  of  any 
railroad  or  other  common  carrier. 

Sec  4.  That  any  person,  association, 
or  corporation  holding  a  lease  of  coal 
lands  or  coal  deposits  under  this  Act 
may,  with  the  approTSl  of  the  Secre- 
tary of  the  Interior,  upon  a  finding  by 
bim  that  it  will  be  for  the  advantage 
of  the  leasee  and  the  United  States, 
secure  modifications  of  his  or  its  origi- 
nal lease  by  including  additional  coal 
lands  or  coal  deposits  contiguous  to 
those  unbraced  in  such  lease,  but  in 
no  event  shall  the  total  area  embraced 
tn  such  modified  lease  exceed  in  the 
afcgregate  two  thousand  five  Jiuudred 
and  sixty  acres. 

That  upon  satisfactory  showing  by 
any  lessee  to  the  Secretary  of  the  In- 
terior that  all  of  the  worlcnble  deposits 
of  coal  within  a  tract  covered  by  his 
or  its  lease  will  be  exhausted,  worked 
out,  or  removed  within  three  years 
thereafter,  the  Secretary  of  the  In- 
terior may,  within  his  discretion,  lense 
to  such  lessee  an  additional  tract  of 
iand  or  coal  deposits,  which,  including 
the  coal  area  remaining  in  the  existing 
lease,  shall  not  exceed  two  thousand 
five  hundred  and  sixty  acres,  through 
the  same  procedure  and  under  the 
same  conditions  as  in  case  of  an  origi- 
nal lease. 

Sec.  5.  That  if,  in  the  Judgment  of 
the  Secretary  of  the  Interior,  the  pub- 
Wc  interest  will  be  subserved  thereby, 
lessees  holding  under  lease  blocks  or 
areas  not  exceeding  the  maximum  per- 
mitted under  this  Act  may  consolidate 
^eir  leases  or  holdings  through  the 
surrender  of  the  original  leases  or 
lioldlngs  and  the  inclusion  of  such 
&i*ea8  in  a  new  lease  of  not  to  exceetl 
two  thousand  five  hundred  and  sixty 
^cres  of  contiguous  lands. 
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Sao.  4L  That,  subject  to  the  approval 
of  the  Secretary  of  the  Interior,  lessees 
holding  under  lease  small  blocki|  or 
areas  may  consolidate  their  leases  or 
holdings  so  as  to  include  In  a  single 
holding  not  to  exceed  two  thousand 
five  hundred  and  sixty  acres  of  con- 
tiguous lands. 


Sec.  5.  That  for  the  privilege  of 
mining,  extracting,  and  disposing  of 
the  coal  in  the  lands  covered  by  his 
lease,  lessee  shall  pay  to  the  United 
States  such  royalties  as  may  be  speci- 
fied in  the  lease,  which  shall  not  be 
less  than  2  cents  per  ton,  due  and  pay- 
able at  the  end  of  each  month  suc- 
ceeding that  of  the  shipment  of  the 
coal  from  the  mine,  and  the  annual 
rental  payable  at  the  beginning  of 
each  year,  on  the  lands  covered  by 
such  lease,  at  the  rate  of  25  cents  per 
acre  for  the  first  year  thereafter,  50 
cents  per  acre  for  the  second  and  third 
years,  and  $1  per  acre  for  each  and 
every  year  thereafter  during  the  con- 
tinuance of  the  lease,  except  that  such 
rental  paid  for  any  one  year  shall  be 
credited  against  the  royalties  as  they 
accrue  for  that  year.  Jjcases  shall  be 
for  indeterminate  periods  upon  condi- 
tion of  continued  oi^eratlon  of  the  mine 
or  mines,  except  when  <^eration  shall 
be  interrupted  by  strikes,  the  elements, 
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Sec.  6.  That  where  coal  lands  ag- 
gregating two  thousand  five  hundred 
and  sixty  acres  and  subject  to  lease 
hereunder  do  not  exist  as  contiguous 
areas,  the  Secretary  of  the  Interior  is 
authorized,  if,  in  his  opinion,  the  inter- 
ests of  the  public  and  of  the  lessee  will 
be  thereby  subserved,  to  embrace  In  a 
single  lease  sections  or  parts  of  sec^ 
tions  which  corner  upon  one  another. 
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or  cfunialtles  not  attributable  to  thm 
lessee,  and  upon  the  further  condition 
that  at  the  end  of  each  twenty-year 
period  succeeding  the  date  of  the  lease 
such  readjustment  of  terms  and  condi- 
tions may  be  made  by  the  Secretary 
of  the  Interior  as  may  be  authorized 
by  law  at  the  time  of  expiration  of 
such  periods. 

Sec.  6.   That  In  order  to  provide  for 
the  supply  of  strictly  local  and  domes- 
tic needs  for  fuel,  the  Secretary  of  the 
Interior  may,  under  such  rules   and 
regulations  as  he  may  prescribe  in  ad- 
vance, issue  to  any  applicant  qualified 
under  section  one  of  this  Act  a  limited 
license  or  permit  granting  the  rifdit  to 
prospect  for,  mine,  and  dispose  of  coal 
belonging    to    the   United    States    on 
specified  tracts,  not  to  exceed  ten  acres 
to  any  one  person  or  association  of  per- 
sons for  a  period  of  not  exceeding  ten 
years,  on  such  conditions  not   incon- 
sistent with  this  Act  as  in  his  opinion 
will  safeguard  the  public  interest  wltli- 
out  payment  of  royalty  for  the  coal 
mined  or  rental  for  the  land  occupied : 
Provided f    That    the    acquisition     or 
holding  of  a  lease  of  coal  lands  or  de- 
posits under  this  Act  shall  be  no  bar 
to  the  acquisition,  holding,  or  operat- 
ing under  the  limited  license  or  permit 
In  this  section  authorized,  nor  shall 
any  permit  issued  under  this  section  be 
held  to  abridge  the  right  of  any  per- 
son to  secure  or  enjoy  any  lease  Issued 
under  the  authority  of  this  Act  or  any 
interest  in  such  lease. 


Sec.  7.  That  for  the  privilege  of 
mining  or  extracting  the  coal  in  the 
lands  covered  by  his  lease  the  lessee 
shall  pay  to  the  United  States  such 
royalties  as  may  be  specified  in  the 
lease,  which  shall  be  fixed  in  advance 
of  offering  the  same,  and  which  shall 
be  not  less  than  2  cents  per  ton  of  two 
thousand  pounds,  due  and  payable  at 
the  end  of  each  month  succeeding  that 
of  the  extraction  of  the  coal  from  the 
mine,  and  an  annual  rental,  payable  at 
the  date  of  such  lease  and  annually 
thereafter,  on  the  hinds  or  coal  de- 
posits covered  by  such  lease,  at  such 
rate  as  may  be  fixed  by  the  Secretary 
of  the  Interior  prior  to  offering  the 
same,  which  shall  be  not  less  than  25 
cents  per  acre  for  the  first  year  there- 
after, not  less  than  50  cents  per  acre 
for  the  second,  third,  fourth,  and  fifth 
years,  respectively,  and  not  less  than 
f  1  per  acre  for  each  and  every  year 
thereafter  during  the  continuance  of 
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Sec.  7.  Tliat  the  Secretary  ot  the 
Interior  is  hereby  authorized  to  lease 
or  sell  to  any  person  qualified  under 
this  Act  any  lands  belonging  to  the 
United  States  containing  deposits  of 
phosphates,  under  such  restrictions 
and  upon  such  terms  as  are  herein 
specified,  through  advertisement,  com- 
petitive bidding,  or  such  other  methods 
as  the  Secretary  of  the  Interior  may 
by  general  regulation  adopt. 


OIL  LEASnrO  LAHDS. 


the  lease,  except  tlaat  such  rentul  for 
any  year  shall  be  credited  afcainst  the 
royalties  as  they  accrue  for  that  year. 
Leases    shall    be     for    indeterminate 
periods  upon  condition  of  diligent  de- 
Telopment  and  continued  operation  of 
the  mine  or  mines,  except  when  such 
operation    shall     be     interrupted    by 
«trllces,  the  elements,  or  casualties  not 
^  attributable  to  the  lessee,  and  upon  the 
further  condition  that  at  the  end  of 
each    twenty-year    period    succeeding 
the  date  of  the  lease  such  readjust- 
ment of  terms  and  conditions  may  be 
made  as  the  Secretary  of  the  Interior 
may  determine,  unless  otherwise  pro- 
Tided  by  law  at  the  time  of  the  expira- 
tion of  such  periods:  PrfnHdcd,  That 
the  Secretary  of  the  Interior  may,  if 
in  his   judi;ment  the  public   interest 
will  he  subserved  thereby,  in  lieu  of 
the  provision  herein  contained  requir- 
ing continuous  operation  of  the  mine 
or  mines,  provide  in  the  lease  for  the 
payment  of  an  annual  advance  royalty 
upon  a  minimum  number  of  tons  of 
coal,  which  in  no  case  shall  aggregate 
less  than  the  amount  of  rentals  herein 
provided  for. 

Sec.  8.  That  in  order  to  provide  for 
the  supply  of  strictly  local  and  do- 
messtic  needs  for  fuel,  the  Secretary 
of  the  Interior  may,  under  such  rules 
and  regulations  as  he  may  prescril)e  in 
advance,  issue  to  any  applicant  quali- 
fied to  obtain  a  lease  under  section 
tlu-ee  of  this  Act  a  limited  license  or 
permit  granting  the  right  to  prospect 
f«)r,  mine,  and  dispose  of  coal  belong- 
ing to  the  United  States  on  specified 
tracts,  not  to  exceed  ten  acres  in  any 
one  coal  field,  for  a  period  of  not  ex- 
ceeding ten  years,  on  such  conditions 
not  inconsistent  with  this  Act,  as  in 
his  opinion  will  safeguard  the  public 
interest,  without  payment  of  royalty 
for  the  coal  mined  or  for  the  land  oc- 
cupied :  Provided,  That  not  more  than 
one  such  limited  license  or  permit 
shall  be  issued  to  any  single  applicant 
hereunder :  And  provided  further.  That 
in  the  case  of  municipal  cori)orations 
the  Secretary  of  the  Interior  may  Id- 
sne  such  limited  license  or  permit,  for 
not  to  exceed  one  hundred  and  sixty 
acres,  upon  condition  that  such  mu- 
nicipal corporations  will  mine  tne  coal 
therein  under  proper  conditions  and 
dispose  of  the  same  without  profit: 
And  provided  further.  That  the  acqui- 
sition or  holding  of  a  lease  under  the 
preceding  sections  of  this  Act  shall  be 
no  bar  to  the  acquisition  of  such  tract 
or  operation  of  such  mine  under  said 
limited  license. 
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Skc.  8.  That  each  such  lease  or  sale 
shall  be  for  not  to  exceed  two  thou- 
sand five  hundred  and  sixty  acres  of 
land,  to  be  described  by  the  legal  sub- 
divisions of  the  survey,  or  if  unsur- 
veyed  by  permanent  monuments  so 
placed  upon  the  ground  that  the 
boundaries  can  be  readily  traced,  the 
land  embraced  in  any  one  lease  to  be 
in  compact  form,  not  exceeding  in 
length  more  than  two  and  one-half 
times  its  width. 
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Sec.  9.  That  the  Secretary  of  the 
Interior  Is  hereby  authorized,  under 
such  necessary  and  proper  rules  and 
regulations  as  he  may  prescribe,  to 
grant  to  any  applicant  qualified  under 
this  Act  a  prospecting  permit,  which 
shall  give  the  exclusive  right,  for  a 
period  not  exceeding  two  years,  to 
prospect  for  oil  or  gas  upon  not  to 
exceed  six  hundred  and  forty  acres  of 
lands  wherein  such  deposits  belong  to 
the  United  States  and  are  located 
within  ten  miles  from  any  producing 
oil  or  gas  well,  and  upon  not  to  exceed 
two  thousand  five  hundred  and  sixty 
acres  of  land  wherein  such  deposits 
belong  to  the  United  States  and  are 
situated  over  ten  miles  from  any  pro- 
ducing oil  or  gas  well,  upon  condition 
that  the  permittee  shall  begin  drilling 
operations  within  six  months  from  the 
date  of  the  permit,  and  shall,  within 
one  year  from  and  after  the  date  of 
permit,  drill  for  oil  or  gas  to  an 
aggregate  depth  of  not  less  than  five 
hundred  feet,  and  shall,  within  two 
years  from  date  of  the  permit,  drill 
for  oil  or  gas  to  an  aggregate  depth 
of  not  less  than  two  thousand  feet 
Whether  the  lands  sought  in  any  such 
application  and  permit  are  surveyed 
or  unsurveyed  the  applicant  shall, 
prior  to  filing  his  application  for  per- 
mit, locate  such  lands  in  a  reasonably 
compact  form  and  according  to  the 
legal  subdivisions  of  the  public  land 
surveys  if  the  land  be  surveyed;  and 
in  an  approximately  square  or  rec- 
tangular tract  if  the  land  be  an  unsur- 
veyed tract,  the  length  of  which  shall 
not  exceed  two  and  one-half  times  its 
width,  and  if  he  shall  cause  to  be 
erected  upon  the  land  for  which  a 
permit  is  sought,  a  monument  not  less 
than  four  feet  high,  at  some  con- 
spicuous place  thereon,  and  shall  post 
a  notice  in  writing  on  or  near  said 
monument,  stating  that  an  application 
for  permit- will  be  made  within  thirty 
days  after  date  of  said  notice,  the  name 
of  the  applicant,  the  date  of  the  notice, 
and  such  a  general  description  of  the 
land  to  be  covered  by  such  permit  by 
reference  to  courses  and  distances  from 
such  monument  and  such  other  natural 
objects  and  permanent  monuments  as 
will  identify  the  land,  stating  the 
amount  thereof  in  acres,  he  shall  dur- 
ing the  period  of  thirty  days  following 
such  marking  and  posting,  be  entitled 
to  a  preference  right  over  others  to  a 
permit  for  the  land  so  identified.  The 
applicant    shall,    within    ninety    days 


Sec.  9.  That  for  the  privilege  of 
mining,  extracting,  and  disposing  of 
the  phosphates  covered  by  a  lease  the 
lessee  shall  pay  to  the  United  States 
such  royalties  as  shall  be  specified  in 
the  lease,  and  an  annual  rental  at  the 
beginning  of  each  year  at  the  rate  of 
$1  per  acre  per  annum  for  the  lands 
included  in  such  lease,  the  rental  paid 
for  any  one  year  to  be  credited  against 
the  royalties  accruing  for  that  year. 
Leases  may  be  for  indeterminate 
periods,  upon  such  conditions  not  in- 
consistent herewith  as  may  be  speci- 
fied in  general  rules  and  regulations 
issued  by  the  Secretary  of  the  In- 
terior, including  covenants  relative  to 
raining  method,  waste,  period  of  pre- 
liminary development,  and  minimum 
production. 
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after  receiving  a  permit,  mark  each  of 
the  corners  of  tlie    tract   described  In 
the  permit    upon     ttie      ground    with 
permanent   monuments,     so    that   the 
boundaries  can   be    readily   traced  on 
the  ground,  and  sliall   x>ost  in  a  con- 
EpicQons  place  upon  tlie  lands  a  notice 
that  such  permit  lias  been  granted  and 
a  description    of     ttie    lands   covered 
thereby:   ProtTulecl,    Tliat  In  the  Ter- 
ritory of  Alaska   prospecting  permits 
may  be  granted    for    i)erlods  not  ex- 
ceeding   four     years,     actual    drilling 
operations     sliall     begin    within    two 
years  from   date    of    permit,  and  oil 
and  gas  wells   sball  be  drilled  to  a 
depth  of  not  less   tban  Ave  hundred 
feet  witMn  tbree  years  from  date  of 
the  penx^t  and  to  an  aggregate  depth 
{A  not  less   tban    two  thousand  feet 
within  four  years  from  date  of  per- 
mit: And  puyvided  further.  That  in 
6ald  Territory  tbe  applicant  shall  have 
a  preference  rlgbt  over  others  to  a 
permit    for    land    Identified   by   tem- 
porary monuments  and  notice  pasted 
on  or  near  tbe  same  for  six  months 
following  sucb  marking  and  posting, 
and  upon  receiving  a  permit  he  shall 
mark  the  comers  of  the  tract  described 
in  the  permit  upon  the  ground  with 
permanent  monuments  within  one  year 
after  receiving  such  pem»it. 

SEa  10.  That  upon  establishing  to 
tbe  satisfaction  of  the  Secretary  of 
the  Interior  that  valuable  deposits  of 
oil  or  gas  have  been  discovered  within 
tbe  limits  of  the  land  embraced  in  any 
permit,  the  permittee  shall  be  entitled 
to  a  patent  for  one-fourth  of  the  land 
embraced  in  the  prospecting  permit. 
such  area  to  be  selected  by  the  per- 
mittee in  compact  form  and  accord- 
ing to  the  legal  subdivisions  of  the 
public-land  surveys,  if  the  land  be  sur- 
veyed, or  to  be  surveyed  at  his  ex- 
pense in  accordance  with  the  laws, 
rules,  and  regulations  governing  the 
survey  of  placer  mining  claims  if  lo- 
cated upon   unsurveyed    lands:    Pro- 
vided, That  all  merchantable  timber 
upon  land  patented   hereunder  shall 
be  reserved  to  the  United  States  to  be 
cared  for,  used,  or  disposed  of  in  ac- 
cordance  with    applicable    laws    and 
regulations,  and  such  reservation  shall 
be  expressed   in   each   patent   issneu 
hereunder:    Provided    further,    That 
each  permittee  who  desires  to  secure 
a  patent  under  the  terms  of  this  sec- 
tion shall,  within    ninety   days  from 
and  after  discovery    of  valuable  de- 
iwslts  of  on  or  g*»5»  in  the  land  em 
braced  In  his  permit,  file  in  the  land 
office  of  the  district  in  which  the  land 
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Sec.  10.  That  any  person  or  persons 
to  whom  the  Secretary  of  the  Interior 
may  grant  a  lease  to  develop  and  ex- 
tract phosphates  under  the  provisions 
of  this  Act,  shall  have  the  right  to 
use  so  much  of  the  surface  of  unappro- 
priated and  unentered  lands,  uot  ex- 
ceeding forty  acres,  as  may  be  deter- 
mined by  the  Secretary  of  the  Interior 
to  be  necesstiry  for  the  proper  pros- 
pecting for,  or  development,  extrac- 
tion, treatment,  and  removal  of  such 
mineral  deposits,  upon  payment  of  an 
annual  rental  of  uot  less  tlian  25  cents 
per  acre  per  annum. 
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is  located  his  application  for  patent 
for  the  tract  selected.  In  default  of 
which  he  shall  be  required  to  there- 
after pay  royalty  for  the  oil  or  gas 
produced  therefrom  during  the  re^ 
nuiinder  of  the  term  covered  by  his 
permit,  as  may  be  fixed  by  the  Secre- 
tary of  the  Interior,  and  the  tract  and 
deposits  of  oil  or  gas  therein  shall 
thereafter  be  subject  to  lease  as  pre- 
scribed in  section  eleven  hereof. 


8.  2812. 


Sec.  11.  That  all  permits,  leases,  and 
patents  of  lands  containing  or  sup- 
posed to  contain  oil  or  gas,  made  or 
issued  under  the  provisions  of  this  Act, 
shall  be  subject  to  the  condition  that 
no  wells  shall  be  drilled  within  two 
hundred  feet  of  any  of  the  outer 
boundaries  of  the  lands  embraced 
within  any  permit,  lease,  or  patent, 
unless  the  adjoining  lands  have  there- 
tofore been  patented  or  the  title 
thereto  otherwise  vested  in  private 
owners,  or  unless  the  lessees  or  pat- 
entees of  such  adjoining  lands  shall, 
with  the  approval  of  the  Secretary  of 
the  Interior,  agree  to  the  drilling  of 
wells  and  removal  of  the  oil  or  gas 
from  the  two  hundred-foot  tracts  or 
reservations  herein  created,  and  to  the 
further  condition  that  the  permittee, 
lessee,  entryman,  or  patentee  will,  in 
conducting  his  explorations  and  mining 
operations,  use  all  reasonable  precau- 
tions to  prevent  waste  of  oil  or  gas 
developed  in  the  land,  or  the  entrance 
of  water  through  wells  drilled  by  him 
to  the  oil  sands  or  oil-bearing  strata* 
to  the  destruction  or  injury  of  the  oil 
deposits  Violations  of  the  provisions  of 
this  section  shall  constitute  grounds 
for  the  forfeiture  of  the  permit,  leane, 
or  patent,  to  be  enforced  through  ap- 
propriate proceedings  In  courts  of  oom« 
petent  Jurisdiction. 


Sec.  12.  That  all  deposits  of  oil  or 
gas  and  the  unentered  lands  contain- 
ing the  same  and  classified  as  oil  or 
gas  lands,  or  proven  to  contain  such 
deposits,  except,  howiever,   those  em- 


OIL  AND  0A8. 

Sec.  11.  That  the  Secretary  of  the 
Interior  is  hereby  authorized,  under 
such  rules  and  regulations  as  be  may 
prescribe,  to  grant  to  any  qualified  ap- 
plicant a  prospecting  permit,  which 
shall  give  the  exclusive  right  for  a 
period  not  exceeding  two  years  to  pro»- 
pect  for  oil  or  gas  upon  not  to  ex- 
ceed six  hundred  and  forty  acres  of 
land,  if  in  the  Judgment  of  the  Secre- 
tary of  the  Interior  the  same  are  situ- 
ated within  the  geologic  structure  of  a 
producing  oil  or  gas  field,  or  upon  not 
to  exceed  two  thousand  five  hundred 
and  sixty  acres,  if  in  the  Judgment  of 
the  Secretary  of  the  Interior  the  same 
are  not  situated  within  the  geologic 
structure  of  a  producing  oil  or  gas 
field,  upon  condition  that  the  permittee 
shall  begin  mining  operations  within 
four  months  from  the  date  of  the  per- 
mit, and  shall  within  one  year  from 
and  after  the  date  of  permit  drill  an 
oil  or  gas  well  to  a  depth  of  not  less 
than  five  hundred  feet,  and  shall 
within  two  years  from  the  date  of  the 
permit  drill  oil  or  gas  wells  aggre- 
gating in  depth  not  less  than  two  thou- 
sand feet  If  the  lands  sought  In  any 
such  application  and  permit  are  un- 
surveyed,  the  applicant  shall,  prior  to 
filing  his  application  for  permit,  locate 
the  lands  in  square  or  rectangular 
tracts,  the  length  of  which  shall  in  no 
case  exceed  two  and  one-half  times  its 
width,  and  mark  each  of  the  corners 
thereof  upon  the  ground  with  perma- 
nent monuments,  so  that  the  bound- 
aries can  be  readily  traced.  Upon 
the  granting  of  a  permit  for  the  explo- 
ration of  such  a  tract  of  unsurveyed 
land  the  permittee  shall  post  in  a  con- 
spicuous place  upon  the  lands  de- 
scribed in  the  permit  four  notices  that 
such  permit  has  been  granted  and  a  de- 
scription of  the  lands  covered  thereby. 

Sec.  12.  That  upon  establishing  to 
the  satisfaction  of  the  Secretary  of  the 
Interior  that  valuable  d^K)sits  of  oil 
or  gas  have  been  discovered  within  the 
limits  of  the  land  embraced  in  any 
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braced  in  any  prospecting  permit  dur- 
ing the  life  of  the  same,  those  patented 
or  for  which  application  for  patent  by 
the  permittee   is   pending  under   tlie 
provisions  hereof,   may  be  leased  by 
ttie  Secretary  of  the  Interior  through 
competitive  bidding  under  general  reg- 
ulations in  areas    not  exceeding  six 
hundred  and  forty  acres  and  in  tracts 
whlcl)  shall  not  exceed  in  length  two 
and  one-half  times  their  width,  such 
leases  to  be  conditioned  upon  the  pay- 
ment by  the  lessee  of  such  royalty  as 
may  be  fixed  in  the  lease,  which  shall 
be  not  less  than  one-tenth  in  amount 
or  value  of  the  production,  which  roy- 
alty on  demand  of  the  Secretary  of  the 
iDterior  shall  be  paid  in  oil  or  gas,  and 
the  payment  In  advance  of  a  rental  of 
not  less  than  $1  per  acre  per  annum 
thereafter  during  the  continuance  of 
the  lease,  the  rental  paid  for  any  one 
year  to  be  credited  against  the  royal- 
ties as   they    accrue   for   that   year. 
Leases  shall  be  for  a  period  of  twenty 
years,  with  the  preferential  right  in 
the  lessee  to  renew  the  same  for  suc- 
cessive periods  of  ten  years  upon  such 
reasonable   terms    and   conditions   as 
niay  be  prescribed  by  the  Secretary  of 
the  Interior,  unless  otherwise  provided 
by  law  at  the  time  of  the  expiration 
of  such    periods:    Provided    further, 
That  upon  relinquishment  or  surren- 
der to  the  United  States,  within  six 
months  from  the  date  of  this  Act,  by 
any  locator  or  his  successors  in  inter- 
est of  his  or  their  claim  to  any  un- 
patented oil  or  gas  lands  included  in 
an  order  of  withdrawal,  upon  which 
oil  or  gas  had  been  discovered,  was 
being  produced,  or  upon  which  drilling 
operations  were  in  actual  progress  Jan- 
uary first,  nineteen  hundred  and  four- 
teen, and  the  claim  to  which  land  was 
initiated  prior  to  July  third,  nineiteeQ 
hnndred  and  ten,  the  Secretary  of  the 
Interior  may,   within   his   discretion^ 
lease,  on  such  reasonable  terms  and 
conditions  as   he   may   prescribe,    to 
^ch  locator  or  his  successors  in  inter- 
est the  said  lands  so  relinquished,  not 
exceeding,    however,    the    maximum 
area  of  six  hundred  and  forty  acres  to 
any  one  person,  association,  or  cor- 
poration, said  leases  to  be  conditioned 
^'iwn  the  payment  by  the  lessee  of  a 
roynlty  of  not  less  than  one-eighth  of 
2*  oW  or  gas  extracted  or  produced 
™n  the  leased  premises  or  the  pro- 
<^^8  thereof,  each  lease  to  be  for  a 
period  of  twenty  years,  with  the  pref- 
erential right  in  the  lessee  to  renew 
^he  same  for  succeeding  periods  of  ten 
y^ara,  upon  such  reasonable  terms  and 
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such  permit  the  permittee  shall  be  en- 
titled to  a  patent  for  one-fourth  of  the 
land  embraced  in  tlie  prospecting  per- 
mit, such  area  to  be  selected  by  the 
permittee  in  compact  form  and  accord- 
ing to  the  legal  subdivisions  of  the 
public-land  surveys  if  the  land  be  sur- 
veyed, or  to  be  surveyed  at  his  expense 
in  accordance  with  the  laws,  rules,  and 
regulations  governing  the  survey  of 
placer  mining  claims  if  located  upon 
unsurveyed  lands :  Provided,  That  said 
permittee  shall  be  given  a  preference 
right  to  lease  the  remaining  and  un- 
patented lands  embraced  within  the 
limits  of  his  permit  upon  the  same 
terms  and  conditions  as  provided  for 
other  leases,  or  said  permittee  may  at 
his  election,  and  with  like  preference 
right,  and  upon  like  conditions,  be- 
come the  lessee  of  the  entire  tract  em- 
braced within  said  permit  instead  of 
receiving  a  patent  for  any  part  thereof. 
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conditions  as  mny  be  prescribed  by  the 
Secretary  of  the  Interior. 

Sec.  13.  That  rights  of  way  through 
the  public  lands  of  the  United  States 
are  hereby  granted  for  pipe-line  pur- 
poses for  the  transportation  of  oil  or 
natural  gas  to  any  applicant  possess- 
ing the  qualifications  provided  In  sec- 
tion one  of  this  Act  to  the  extent  of 
the  ground  occupied  by  the  said  pipe 
line  and  twenty-five  feet  on  each  side 
of  the  same  under  such  regulations  as 
to  survey,  location,  application,  and 
use  as  may  be  prescribed  by  the  Sec- 
retary of  the  Interior,  and  upon  the 
express  condition  that  such  pipe  lines 
shall  be  constructed,  operated,  aud 
maintained  as  common  carriers:  Pro- 
rtot^C,  That  no  right  of  way  shall  here- 
after be  granted  over  the  public  lands 
for  the  transportation  of  oil  or  natural 
gas  except  under  and  subject  to  the 
provisions,  limitations,  and  conditions 
of  this  section.  That  failure  to  comply 
with  the  provisions  of  this  section  or 
the  regulations  prescribed  by  the  Sec- 
retary of  the  Interior  shall  be  ground 
for  forfeiture  of  the  grant  by  the 
United  States  district  court  for  the 
district  in  which  the  property,  or  some 
part  thereof,  is  located  in  an  appro- 
priate proceeding. 
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Sec.  13.  That  until  the  permittee 
shall  apply  for  patent  or  lease  to  the 
land  selected  by  him,  he  shall  pay  to 
the  United  States  twenty-five  per 
centum  of  the  gross  value  of  all  oil  or 
gas  scoured  by  him  from  the  lands 
embraced  within  his  permit  and  soil 
or  otherwise  disposed  of  or  held  by 
him  for  sale  or  other  disposition,  and 
upon  making  his  selection  and  appli- 
cation for  patent  or  lease  all  his  rights 
under  his  permit,  save  as  to  the  lands 
embraced  in  his  application,  shall  ter- 
minate, but  he  may  become  a  lessee  of 
the  other  lands  described  in  his  permit. 


PHOSPHATES. 

Sec.  14.  That  the  Secretary  of  the 
Interior  Is  hereby  authorized  to  lease 
to  any  qualified  applicant  any  deposits 
of  phosphates  or  phosphate  rock  be- 
longing to  the  United  States,  under 
such  regulations  and  upon  such  terms 
as  are  herein  specifletl,  through  ad- 
vertisement, competitive  bidding,  or 
such  other  methods  as  the  Secretary 
of  the  Interior  may  by  general  regu- 
lations adopt 


Sec.  15.  That  each  lease  shall  be  for 
not  to  exceed  two  thousand  five  hun- 
dred and  sixty  acres  of  land,  to  be 


Sec.  14.  Glliat  all  permits,  leases, 
entries,  and  patents  of  lauds  contnln* 
ing  oil  or  gas,  made  or  issued  under 
tlie  provisions  of  this  Act,  shall  be 
subject  to  the  condition  that  no  wells 
shall  be  drilled  within  two  hundred 
feet  of  any  of  the  outer  boundaries  of 
the  lands  so  located,  leased,  entered, 
or  patented,  unless  the  adjoining 
lands  have  been  patented  or  the  title 
thereto  otherwise  vested  in  private 
owners,  and  to  the  further  condltiua 
that  the  locator,  lessee,  eu  try  man.  or 
patentee  will,  in  conducting  Ids  ex- 
plorations and  mining  operations,  use 
all  reasonable  precautions  to  prevent 
waste  of  oil  or. gas  developed  In  the 
land,  or  the  entrance  of  water  through 
wells  drilled  by  him  to  the  oil  snnds 
or  oil-bearing  strata,  to  the  destruc- 
tion or  injury  of  the  oil  deposits. 
Violations  of  the  provisions  of  this 
section  shall  constitute  grounds  for  the 
forfeiture  of  the  location,  entry,  lease, 
or  patent,  to  be  enforced  through  ap- 
propriate proceedings  in  courts  of  com- 
petent Jurisdiction. 

Sec.  15.  That  all  deposits  of  oil  or 
gas,  and  the  lands  containing  same, 
including  the  lands  and  deposits  de- 
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described  by  the  legal  subdivisions  of 
the  public  land  surveys,  or,  if  unmir- 
Teveil,  to  be  surveyed  at  the  expense 
of  the  lessee  In  accordance  with  the 
laws,  rules,  and  regulations  governing 
the  survey  of  placer  mining  claims: 
Provided^  Tliat  the  land  embraced  in 
any  one  lease  shall  be  In  compact  form, 
the  length  of  which  shall  not  exceed 
hvo  and  one-half  times  its  vridth. 


Sec.   16.  That   for  the  privilege  of 
mining  or  extracting  the  phosphates 
or  phosphate  rock  covered  by  the  lease 
the   lessee    shall    pay   to   the   United 
States  such  royalties  as  may  be  speci- 
fied in  the  lease,  which  shall  be  fixed 
by  the   Secretary  of  the  Interior  in 
advance  of  offering  the  same,  which 
shall  be  not  less  than  two  per  centum 
of  the  gross   value  of  the  output  of 
phosphates  or  phosphate  rock  at  the 
mine,  due  and  payable  at  the  end  of 
each   month    succeeding   that   of  the 
extra ct'on  of  the  phosphates  or  phos- 
phate rock  from  the  mine,  and  an  an- 
nual rental    payable  at  the  date  of 
such  lease  and  annually  thereafter  on 
the  area  covered  by  such  lease  at  such 
nite  as  may  be  fixed  by  the  Secretary 
of  the  Interior  prior  to  offering  the 
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scribed  and  embraced  in  such  n  pros- 
pecting permit,  other  than  those  pat- 
ented or  lensed  or  for  wliicli  appliea- 
tlon  for  patent  or  lea;^  has  been  nuide 
by  the  permittee,  shall,  from  and  after 
the  exercise  of  the  preference  riglit 
accorde<l  to  the  discoverer,  or  after 
the  expiration  of  the  time  within 
which  he  may  exercise  such  preference 
right,  be  held  subject  to  lease,  and 
may  be  leaseil,  by  the  Secretary  of 
the  Interior,  through  competitive  bid- 
ding or  such  other  methods  ns  he  may 
adopt  by  general  regulations,  in  areas 
not  exceeding  two  thousand  five  hun- 
dred and  sixty  acres  and  in  tracts 
which  sliall  not  exceed  in  length  two 
and  one-half  times  their  width,  such 
leases  to  l)e  conditioned  upon  the  pny- 
ment  by  the  lessee  of  such  royalty  as 
may  be  fixed  in  tlie  lease  and  the  pay- 
ment in  advance  of  a  rental  of  $1  per 
acre  per  annum  thereafter  during  the 
continuance  of  the  lease,  the  rental 
paid  for  any  one  year  to  be  credited 
on  the  royalty  for  that  year.  I.«ases 
shall  be  for  a  perlo<1  of  ten  years,  with 
the  preferential  right  in  the  lessee  to 
renew  the  same  for  a  second  period 
of  ten  years  upon  such  reasonable 
terms  and  conditions  as  mny  be  pre- 
scribed by  the  Secretary  of  the  In- 
terior. Every  such  lease  shall  also 
include  such  conditions  not  inconsis- 
tent herewith  as  may  be  prescribe  1  in 
general  rules  and  regulations  Issued 
by  the  Secretary  of  the  Interior,  in- 
cluding covenants  relative  to  c«>ntlnu- 
ous  operations,  mining  methods,  waste, 
water  damage,  distance  from  adjacent 
lands  where  wells  can  be  drilled, 
period  of  preliminary  development, 
and  minimum  production. 

Sec.  16.  Tliat  upon  relinquishment 
to  the  United  States  w:thln  ninety 
days  from  the  date  of  this  Act  or 
witlitn  ninety  days  after  final  denial 
or  withdrawal  of  application  for  pat- 
ent, by  a  claimant  of  any  claim  or 
subdivision  thereof  asserted  under  the 
mining  laws  prior  to  July  third,  nine- 
teen hundred  and  ten,  to  any  uuimt- 
ented  oil  or  gns  lands  Included  in  any 
order  of  withdrawal  and  who  prior  to 
such  date  had  performe<l  all  acts 
necessary  to  a  valid  mining  location 
thereof  except  to  make  a  discovery  of 
oil,  such  claimant  or  his  successor  In 
Interest  shall  be  entitled  to  a  lease  for 
each  such  asserted  nilnend  lo(*atlon 
of  one  hundred  and  sixty  acres  or  less 
or  any  subdivision  thereof  upon  which 
such  claim  is  based  and  upon  wldch 
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lease,  which  shall  be  not  less  than  25 
cents  per  acre  for  the  first  year  there- 
after, 50  cents  per  acre  for  the  second, 
third,  fourth,  and  fifth  years,  respec- 
tively, and  $1  per  acre  for  each  and 
every  year  thereafter  during  the  con- 
tinuance of  the  lease,  except  that  such 
rental  for  any  year  shall  be  credited 
against  the  royalties  as  they  accrue 
for  that  year.  Leases  shall  be  for  in- 
determinate periods  upon  condition  of 
a  minimum  annual  production,  except 
when  operations  shall  be  interrupted 
by  strikes,  the  elements,  or  casualties 
not  attWbu table  to  the  lessee,  and 
upon  the  further  condition  that  at  the 
end  of  each  twenty-year  period  suc- 
ceeding the  date  of  the  lease  such  re- 
adjustment of  terras  and  conditions 
may  be  made  as  the  Secretni*y  of  the 
Interior  shall  determine  unless  other- 
wise provided  by  law  at  the  time  of 
the  expiration  of  such  periods. 


SEa  17.  That  any  qualified  appli- 
cant to  whom  the  Secretary  of  the 
Interior  may  grant  a  lease  to  develop 
and  extract  phosphates,  or  phosphate 
rock,  under  the  provisions  of  this  Act 
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said  claimant,  his  predecessors  in  in* 
terest,  or  those  claiming  through  or 
under  him,  have,  prior  to  the  date  of 
this  Act,  drilled  one  or  more  produc- 
ing oil  or  gas  wells,  such  lease  to  be 
upon  a  royalty  of  one-eighth  of  the 
production  of  oil  or  gas  produced  and 
saved  therefrom  after  first  deducting 
from  the  gross  production  such  oil  or 
gas  as  may  be  used  in  development 
and  operating  such  land,  and  other- 
wise on  the  same  terms  and  cond'tions 
as  other  oil  and  gas  leases  granted 
under  the  provisions  of  this  Act:( 
Provided,  however ^  That  no  claimant 
who  has  been  guilty  of  fraud  in  the 
location  of  any  oil  claim  or  gas  bear- 
ing lands  shall  be  entitled  to  any  of 
the  benefits  of  this  section,  nor  shall 
his  assignee  be  entitled  thereto  unless 
he  affirmatively  shows  that  prior  to 
the  passage  of  this  Act  he  purchased 
such  lands  in  good  faith,  ^'or  a  valu- 
able consideration  and  without  actual 
knowledge  of  such  fraud:  Provided 
further f  That  upon  the  issuance  of 
said  lease  and  prior  to  the  delivery 
thereof  the  applicant  therefor  shall 
pay  to  the  United  States  for  one- 
eighth  of  the  oil  or  gas  produced  and 
saved  from  the  lands  included  in  said 
claim  at  the  current  field  price  at  the 
time  of  production,  which  shall  be  in 
full  satisfaction  for  all  oil  or  gas  ex- 
tracted from  said  land  prior  to  said 
lease:  And  provided  further.  That 
none  of  the  provisions  of  this  section 
or  of  this  Act  shall  be  applicable  to  or 
affect  lands  or  minerals  included 
within  the  limits  of  any  naval  petro- 
leum reserve:  Provided  further.  That 
the  provisions  of  this  section  shall  be 
applicable  in  all  cases  provided  for 
herein,  including  cases  where  court 
actions  have  been  heretofore  com- 
menced or  may  hereafter  be  com- 
menced by  the  United  States  Govern- 
ment affecting  the  title  to  such  lands 
or  the  product  thereof:  Provided  fur- 
ther. That  any  bona  fide  occupant  or 
claimant  of  oil  or  gas  bearing  lands  in 
the  Territory  of  Alaska,  who  prior  to 
withdrawal  had  complied  with  the  re- 
quirements of  the  mining  laws,  ex- 
cept as  to  d*  SCO  very  of  oil  or  gas  in 
wells,  and  who  prior  to  withdrawal 
expended  not  less  than  $500  in  per- 
manent improvements  on  or  for  each 
location,  shall  be  entitled  to  the  bene- 
fits of  this  section. 

Sec.  17.  That  the  rights  of  any  per- 
son who  on  the  first  day  of  January, 
nineteen  hundred  and  eighteen,  was, 
and  ever  since  has  been,  a  bona  fide 
occuiMint,  or  claimant  of  oil  or  gas 
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shall  have  tbe  right  to  use  60  mnch  of 
the  snrfiice  of  unappropriated  and  un- 
entered lands,  not  exceeding  forty 
acres,  as  may  be  determined  by  the 
Secretary  of  tbe  Interior  to  be  neces- 
«ary  for  tbe  proper  prospecting  for  or 
deTelopment,  extraction,  treatment, 
and  removal  of  such  mineral  deposits. 
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bearing  lands  open  to  appropriation 
as  such  under  existing  law,  and  who 
has  performed  all  acts  necessary  to 
a  valid  mining  location  thereof  except 
to  make  a  discovery,  and  who  on  and 
prior  to  said  date  was  preparing  to 
develop  such  lands,  and  to  discover  oil 
or  gas  therein,  and  who  shall  there- 
after continue  In  the  prosecution  of 
work  without  unreasonable  delay  lead- 
ing to  the  discovery  of  oil  or  gas, 
which  work  may  be  done  on  said  loca- 
tions successively,  shall  not  be  affected 
or  impaired  by  this  Act  so  long  as 
such  occupant  or  claimant  shall  con- 
tinue in  the  said  prosecution  of  said 
work.  Such  occupant  or  claimant  so 
continuing  shall  be  entitled  to  develop 
and  prosecute  Ills  claim  for  patent 
and  to  have  the  same  as  provided  by 
existing  law  for  such  locations  not 
exceeding  in  the  aggregate  twenty-five 
hundred  and  sixty  acres. 

And  any  person  who  at  the  time  oi 
any  withdrawal  order  heretofore  made 
was  a  bona  fide  occupant  or  claimant 
of  oil  or  gas  bearing  lands  within  such 
withdrawn  area,  other  than  lauds  re- 
served for  the  use  of  the  Navy,  and 
who  has  performed  all  acts  necessary 
to  valid  mining  locations  thereof,  ex- 
cept to  make  a  discovery.  If  the  claim 
was  initiated  within  less  than  five 
years  prior  to  the  withdrawal,  and 
such  claimant  had  performeil  a  rea- 
sonable amount  of  work  preparatory 
and  essential  to  the  sinking  of  a  well 
or  wells,  and  who  because  of  and  in 
obedience  to  such  order  desist e<l  from 
the  prosecution  of  work  for  the  de- 
velopment of  such  claim,  shall  be  en- 
titled to  a  lease  upon  the  same  at 
one-eighth  royalty  and  otherwise  for 
the  period  and  upon  the  conditions  a^ 
other  oil  and  gas  leases  are  granted 
under  the  provisions  of  this  Act :  /Yo- 
vided.  That  such  preference  shall  not 
extend  to  any  lauds  included  in  any 
locations  determined  to  be  valid  and 
entitled  to  proceed  to  patent  under 
the  mining  laws  existing  at  or  prior  to 
the  passage  of  this  Act :  Provided  fur^ 
Vier,  That  If  any  claimant  Is  given  a 
preference  right  to  lease  lands  upon 
which  wells  have  been  sunk  to  oil  by 
other  parties,  the  Secretary  of  the 
Interior  may  in  his  discretion  require 
such  lessee  to  pay  to  the  party  or 
parties  who  sunk  such  well  or  wells, 
or  to  the  United  States,  the  reasonable 
cost  of  such  well  or  wells:  Provided^ 
hotoeveTt  That  no  claimant  who  has 
been  guilty  of  fraud  in  the  location 
of  any  oil  claim  or  gas-bearing  lands 
shall  be  entitled  to  any  of  the  benefits 
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POTAOOIUM  on  OODIUMj 

St30.  1^.  That  tho  Soenpctopy  of  tho 
IntopioF  io  hoFoby  authoriflod.  under  ouch 
mlop  and  pogulationo  oo  he  moy  pfcocpibo« 
to  grant  to  any  qualifiod  ttppliwint  a 
ppoopcgfiny  pcFmit  which  ohall  give  the 
ctc'luoivo  piyht  to  prospeet  fop  enlopideg, 
Bulphatcp.  oapbonatco.  Dopatcc.  op  nitpatca 
of  potaopium  op  oodium,  op  aooofiate4 
rimilap  oalto  fop  a  pcpiod  of  not  eHcooding 
two  yoapo!  Promdttd.  That  tho  apea  to  bo 
ineludod  in  oueh  pcpmit  ohall  not  cxoeeJ 
two  thouoand  five  hiindpcd  and  oixty 
aepoo  of  land  in  pcooonably  compact  topm. 


Sbo.  10.  That  upon  Bhowing  to  the  wat 
iafaetion  of  rhe  Soopetapy  of  the  Tntcpiop 
that  valuable  dcpotnlB  of  one  of  tho  oub 
rtanceo  enumerated  in  oection  cightoen 
hopeof  have  been  diocovopod  by  the  pep 
mittce  within  the  apea  eovcpod  bv  hio 
popmit.  the  popmittec  ohall  bo  entitfcd  to 
o  patent  fop  oix  hundpcd  and  forty  acpog 
ef  tho  land  embraced  in  the  ppoopeoting 
PCPmit,  to  be  taken  and  dcocpibod  by 
legal  oubdivioiono  of-the  public  land  dup 
veya.  op,  if  the  land  be  not  otipvoved,  by 
wipvey  executed  at  the  ewt  of  tlie  pcp 
mittoc  in  accopdanee  with  pulco  and  PCgu 

i^iono  ppcocpibcd  by  the  Sccpctapy  of  the 
ntcpiopi — All  othcp  lando  dcocpibed  and 
embraced  in  ouch  a  ppoopecting  popmit^ 
{pom  and  aftop  the  encpcioo  of  tho  pight  to 
patent  accopde<l  to  the  dioeovcpcp,  and  all 
ethcp  lando  known  to  eontoin  ouch  valu 
able  depoeitB  ao  aPC  enumerated  in  rectioa 
eighteen  hcpcof  and  not  covcpcd  by  pcp- 
miu'  OP  IcoflCB,  may  be  leaocd  by  the  Sec  ■ 
retapy  of  the  Intepiop.  thppugh'advcptiffo 
ments  competitive  bidding.  oPBuch  othep 
mcthodo  ap  he  mav  by  genepal  pcgulationo 
adopt  and  in  bucJi  aVcao  no  he  ohail  fiacT 
not  exceeding  two  thouoand  five  hundpcd 
and  oixty  acpcB.  all  Iobbob  to  be  condl 
tioned  upon  the  payment  by  the  Icodco 
of  ouch  poyalty  ao  may  be  opecified  in 
the  leaoe  and  whieh  ohall  be  fixed  by  the 
Secpctapy  of  the  Intcpiop  in  advance  of 
»ffopifig  the  aame  and  which  ahall  not  be 
leBB  than  two  pep  centum  on  the  gpooa 
value  of  tho  output  at  the  point  of  Bbip« 
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of  this  section,  nor  shall  his  a5«ifi:nee 
or  lessee  be  entitled  thereto  unless  he 
afflrmntively  shows  thnt  prior  to  the 
passajse  of  this  Act  he  purchased  such 
lands  in  good  fnlth,  for  n  valuable 
conshleration,  and  without  actual 
knowledge  of  such  fraud. 

SODIUM. 

Sec.  18.  That  the  Secretary  of  the  In- 
terior is  hereby  authorized  and  direrted, 
under  such  rules  and  regulations  as  he 
may  prescribe,  to  grant  to  any  qualif  ed 
applicant  a  prospecting  permit  which 
snail  give  the  exclusive  right  to  prospect 
for  chlorides.  Bulph-ites.  carbonates,  bo- 
rates. Bilicates  or  nitrates  of  sodium  dis- 
solved in -and  soluble  in  water,  and  ac- 
cumulated by  concentration,  in  lands  he- 
longing  to  the  United  States  for  a  period 
of  not  exceeding  two  veirs:  Providea,  That 
the  area  to  be  mclucled  in  such  a  permit 
shall  he  not  exceeding  two  thousand  five 
hundred  and  sixty  acres  of  land  in  rea- 
Bonibly  compact  form:  Provided  further^ 
That  the  provisions  of  this  section  shall 
not  apply  to  lands  in  San  Bernardino 
County,  California. 

Sec.  19.  1  hat  upon  showing  to  the  satis- 
faction of  the  Secretary  of  the  Interior 
that  valuable  deposits  of  one  of  the  sub- 
stances enumerated  in  section  eighteen 
hereof  has  been  discovered  by  the  per- 
mittee within  the  area  covered  by  his 
permit  the  permittee  shall  be  entitled  to 
a  patent  for  one-fourth  of  the  land  em- 
braced in  the  prospecting  limit,  to  be 
taken  and  descrioed  by  legal  subdivisions 
of  the  public-land  sun'^eys,  or  if  the  land 
be  not  surveyed  by  survey  executed  at 
the  cost  of  the  permittee  in  accordance 
with  the  laws,  rules,  and  regulations  (pv- 
eming  the  survey  of  placer  mining  claims. 
AH  otner  lands  described  and  embraced 
in  such  a  prospecting  permit,  from  and 
after  the  exercise  of  uie  preference  right 
to  patent  accorded  to  the  discoverer,  and 
all  other  lands  known  to  contain  such 
valuable  deposits  as  are  enumerated  in 
section  eighteen  hereof  and  not  covered 
by  permits  or  leases,  except  such  lands 
as  are  situated  in  said  county  of  San 
l^rnardino,  shall  be  held  subject  to  lease 
or  sale,  and  may  be  leased  or  sold  by  the 
Secretary  of  the  Interior  through  adver- 
tisement, competitive  bidding,  or  such 
other  methods  as  he  may  by  general 
regulations  adopt,  and  in  such  areas  as 
he  shall  fix,  not  exceeding  two  thousand 
five  hundred  and  sixty  acres,  all  leases 
to  be  conditioned  upon  the  payment  by 
the  lessee  of  such  royalty  as  may  be  fixed 
in  the  lease,  and  the  payment  in  advance 
of  a  rental  of  60  cents  per  acre  for  the 
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nmcmt  in 


.v»— .,  wAdeh  onnil  be  not  Icm  thm-fl^ 
ecnta  poF  mere  foF  the  &ft^  yoar  (hoFeaftep,- 
Eot  Icm  than  60  contg  pop  i>cfO  for  the 
weond.  thipd,  foorth,  and  fifth  yearB,- 
iCBpcotively,  and  not  Icm  than  |1  pep 
■CTC  fop  each  ond  ovopy  vcap  thopcliftep 
during  the  continnaneo  of  the  Icooe,  ok 
copt  that  ouch  pontal  fop  any  ycap  ehaH 
be  cpcditcd  agoinot  tho  poyoitico  ao  they 
necpae  fop  that  ycaP: — Lcoflco  ohaH-fce-fof 

condition 


iBdctcpmiaale — popiodo 


upon 


thiit  at  the  ond  of  oach  twonty  ycop 
period  ouccecding  the  date  of  any  Icooo 
iuch  peadjtiotmont  of  tcpma  and  cond*- 
<ioM  may  be  mode  ao  the  Sccpotapv  of 
the  Intewop  mav  dct-cpniinc,  unlcm  ot^op 
wiae  proridod  fay  law  at  tho  time  of  the 
eijpirotion  of  ouch  pcpiodfe 

OOP.  30.  Thar  in  addition  to  opcno  of 
iiuuv^ai  uiiiii  lo  DC  inciuticu  Ju  pruppcrT" 
ing  pcpmiio  op  lcni>co  ihc  8ccpctapy  of  the 
Interior  in  hio  ditfcpction,  may  gran4-4e 
>  popmittoc  OP  Icrocc  undcp  thio  Act  the 
right  tu  uoc.  duFiny  the  life  of  the  pcfwit 
•p  lenar,  a  tpact  of  unoccupied  land 
hcloufflng  to  the  United  gtatco,  not  ex- 
ceeding twenty  ocpcb  in  apca,  fop  eamp 
rifaar-peSatng  wopko.  and  otlicp  puppoeco 
€9aaoctod  with  and  neccooapy  to  the 
propep  dovelopmont  and  uoo  of  tho  do- 
pMttB  covopcd  by  the  popmit -ep^eafler 


OBNERAI.  PROTI8ION8  APPUCABLB  TO 
COAL,  PHOSPHATE,  OIL,  AND  OA8,  fO- 
TAOCIUM,   Oa   QODIUM  LBA8E8« 

8bc.  21.  That  the  Secretary  of  the  In- 
terior shall  reserve  and  may  exercise  the 
tDthorit}'  to  cancel  any  proepe.  ting  permit 
ud  shall  insert  in  every  such  permit 
mued  under  the  provisions  of  this  Act 
appropriate  provisions  for  its  cancellation 
by  him,  upon  failure  by  the  permittee 
(v  licensee  to  exercise  due  diligence  in 
the  prosecution  of  the  prospecting  work  in 
x^cordance  with  the  terms  and  conditions 
stated  in  the  permit. 

Sbc.  22.  That  no  person,  association, 
or  corporation,  except  as  herein  pro- 
vided, shall  take  or  hold  more  than 
one  lease  of  each  of  tlie  classes  of 
deposits  herein  named  and  described 
during  the  life  of  such  lease;  no  cor- 
poration shall  hold  any  interest  as  a 
Stockholder  of  another  corporation  in 
oiore  than  one  such  lease ;  and  no  per- 
^Q  shall  take  or  hold  any  interest  or 
Interests  as  a  member  of  an  associa- 
tion or  associations  or  as  a  stockholder 
of  a  corporation  or  corporations  hold- 
w%  a  lease  under  the  provisions  hereof 


S.8812. 

first  calendar  year  or  fraction  thereof  and 
$1  per  acre  per  annum  thereafter  during 
the  continuance  of  the  lease,  the  rentu 
paid  for  any  one  year  to  be  credited  on 
the  royalty  for  that  year.  Leases  may  be 
for  indeterminate  periods  upon  such  con- 
ditions not  inconsistent  herewith  as  may 
be  incorporated  in  each  lease  or  pre- 
scribed in  general  regulation  theretofore 
issued  by  the  Secretary  of  the  Interior, 
including  covenants  relative  to  mining 
methods,  waste,  period  of  preliminary 
development  and  minimum  production, 
and  a  patentee  under  this  section  ma^ 
be  lessee  of  the  remaining  lands  in  his 
permit. 


Sec.  20.  That  in  addition  to  areas  of 
such  mineral  land  which  may  be  included 
in  any  such  prospecting  permits  or 
leases  the  Secretary  of  the  Interior,  in  his 
discretion,  may  grant  to  a  permittee  or 
lessee  of  lands  containing  phosphate  de- 
posits, and  subject  to  the  payment  of  an 
annual  rental  of  not  less  than  25  cents  per 
acre,  the  exclusive  right  to  use.  during  the 
life  of  the  permit  or  lease,  a  tract  of  unoc- 
cupied nonmineral  public  land,  not  ex- 
ceeding twenty  acres  in  area  for  camp 
sites,  refming  works  and  other  purposes 
connected  with  and  necessary  to  the 
proper  development  and  use  of  the  de- 
posits covered  oy  the  pennit  or  lease. 

GENERAL  PROVISIONS  APPLICABLE  TO 
COAL,  PHOSPHATE,  OIL,  GAS,  OB  80- 
DIUli  LEASES. 

Sec.  21.  That  the  Secretary  of  the  In- 
terior shall  reserve  the  authority  and  shall 
insert  in  any  preliminary  permit  issued 
under  this  Act  appropriate  provisions  for 
its  cancellation  oy  him  upon  failure  by 
the  permittee  or  licensee  to  exercise  due 
diii^nce  in  the  prosecution  of  the  pros- 
pecting work  in  accordance  vrith  the 
terms  and  conditions  stated  in  the  permit. 


Sec.  22.  That  no  person,  association, 
or  corporation,  except  as  provided  in 
sections  sixteen  and  seventeen  of  this 
Act,  shall  be  permitted  to  take  or  hold 
any  Interest,  as  a  stockholder  or  other- 
wise, in  leases  of  any  one  of  the  de- 
posits herein  named  and  described, 
during  the  life  of  such  leases  covering 
in  the  aggregate  an  area  greater  than 
two  thousand  five  hundred  and  sixty 
acres,  and  any  interest  held  in  viola- 
tion of  this  provision  shall  be  forfeited 
to  the  United  States  by  appropriate 
proceedings  instituted  by  the  Attorney 
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which,  together  with  the  area  em- 
braced in  any  direct  holding  of  a  lease 
under  this  Act,  or  which,  together  with 
any  other  interest  or  interests  as  a 
member  of  an  association  or  associa- 
tions or  as  a  stockholder  of  a  corpora- 
tion or  corporations  holding  a  lease 
under  the  provisions  hereof,  exceeds 
in  the  aggregate  an  amount  equivalent 
to  the  maximum  number  of  acres 
allowed  to  any  one  lessee  under  this 
Act;  and  the  interests  held  in  viola- 
tion of  this  provision  shall  be  forfeited 
to  the  United  States  by  appropriate 
proceedings  Instituted  by  the  Attorney 
General  for  that  purpose  in  the  United 
States  district  court  for  the  district 
in  which  the  property,  or  some  part 
thereof,  is  located,  except  that  any 
such  ownership  or  Interest  hereby  for- 
bidden which  may  be  acquired  by 
descent,  will.  Judgment,  or  decree  may 
be  held  for  two  years  and  not  longer 
after  Its  acquisition. 

Sec.  23.  That  no  person,  association,  or 
corporation  holding  a  lease  under  tho 
provisions  of  this  Act  shall  hold  more 
than  a  tenth  interest,  direct  or  indirect, 
in  any  agency,  corporate  or  otherwise, 
engaged  m  the  sale  or  resale  of  coal, 
phosphate,  oil,  or  gas,  potaoniuii^r-^g 
eediom  obtained  from  such  loAsee;  and 
any  violation  of  the  provisions  of  this 
section  shall  bo  prouna  for  the  forfeiture 
of  the  lease  or  interest  so  held. 
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(General  for  that  purpose  in  any  court 
of  competent  Jurisdiction,  except  that 
any  such  ownership  or  interest  hereby 
forbidden,  which  may  be  acquired  by 
descent,  will.  Judgment,  or  decree,  may 
be  held  for  two  years  and  not  longer 
after  its  acquisition. 


Sec  23.  That  no  person,  association,  ot 
corporation  holding  a  lease  under  the 
provisions  of  this  Act  other  than  as 
provided  in  sections  sixteen  and  seven* 
teen  of  this  Act,  shall  hold  any  intcresi;, 
direct  or  indirect,  in  any  agency,  corpo- 
rate or  otherwise,  engaged  m  the  trans- 
portation, refining  or  resale  of  coal,  phos- 
phate, oil,  gas,  or  sodium  purchased  from 
such  lessee,  or  enter  into  any  arrange- 
ment, ajCTeement  or  other  device  to  en- 
hance the  price  of  such  minerals,  or 
products,  and  any  violation  of  the  pro- 
visions of  this  section  shall  be  ground  for 
the  forfeiture  of  the  lease  or  interest  held: 
Provided^  That  nothing  herein  contained 
shall  be  construed  to  prevent  any  number 
of  patentees  or  lessees  under  the  pro- 
visions of  this  Act  from  combining  tneir 
several  interests  so  far  as  may  be  necessary 
for  the  purpose  of  establishing  and  con- 
structing as  common  carrier  a  pipe  line 
or  lines  to  be  operated  and  used  by  them 
jointly  in  the  transportation  of  oil  from 
their  several  wells,  or  from  the  wells 
of  otlier  lessees  or  patentees  under  the 
Act,  or  from  constructinfl:  and  carrying 
on  the  business  of  a  refinery:  ProwdaL 
further.  That  any  combination  for  such 
purpose  or  purposes  shall  be  subject  to 
the  approval  of  the  Secretary  of  the 
Interior  on  application  to  him  for  per- 
mission to  form  the  same. 

That  any  person  who  shall  purchase, 
acquire,  or  hold  any  interest  in  leases  of 
any  one  of  the  deposits  herein  namei 
and  described,  except  as  herein  provided, 
or  who  shall  knowingly  purchase,  acquire, 
or  hold  any  stock  in  a  corporation  having 
an  interest  in  two  or  more  sudi  leases,  ex- 
ceptas  herein  provided,  or  who  shall  know- 
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Sec.  24.  Ttiat  any  permit,  lease,  oc- 
cupation, or  use  permitted  under  this 
Act    sliall    reserve    to    the    Secretary 
of  the  Interior  the  right  to  permit  for 
joint  or  several  use  such  easements  or 
rights   of   way    upon,   through,   or   In 
the  lands  leased,  occupied,  or  use<l  as 
may  be  necessary   or  appropriate  to 
the  working  of  the  same,  or  of  other 
lands  containing  the  deposits  described 
in   this   Act,    and   the  treatment  and 
shipment  of   the  products  thereof  by 
or    under    authority    of   the   Govern- 
ment, its  lessees,  or  permittees,  and 
for  other  public  purposes:  Provided, 
That  said  Secretary,  in  his  discretion, 
in  making  any   lease  under  this  Act 
may  reserve  to  the  United  States  the 
right  to  lease,  sell,  or  otherwise  dis- 
pose of  the  surface  of  the  lands  em- 
braced within  such  lease  under  exist- 
ing law  or  laws  hereafter  enacted,  in 
so  far  as  said  surface  is  not  necessary 
for  use  of  the  lessee  in  extracting  and 
removing   the   deposits  therein:   Pro- 
vided further.   That  if  such  reserva- 
tion is  made.  It  shall  be  so  determined 
before  the  offering  of  such  lease.   That 
the  said  Secretary,  during  the  life  of 
the  lease,  is  authorized  to  issue  such 
permits  for  easements  herein  provided 
to  be  reserved. 
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ingly  sell  or  transfer  to  one  disc^ualified  to 
purchase,  or,  except  as  in  this  Act  spe- 
cifically provided,  disaualified  to  acquire 
any  such  interest,  shall  be  deemed  guilW 
of  a  felony,  and  upon  con\dction  shall 
be  punished  by  imprisonment  for  not 
more  than  three  years  and  by  a  fine  not 
exceeding  $1,000. 

That  any  director,  trustee,  officer, 
or  agent  of  any  corporation  holding 
any  interest  in  such  a  lease  who,  ou 
behalf  of  such  corporation,  shall 
knowingly  participate  in  the  purchase 
of  any  Interest  in  another  lease  of  the 
same  substance  or  deposit  which  sich 
corporation  is  disqualified  to  take  or 
to  hold  or  in  the  sale  or  transfer  of 
any  such  interest  in  any  lease  for  the 
same  substance  or  deposit  held  by  such 
a  corporation  to  any  corporation  or 
individual  holding  any  interest  In  any 
similar  lease  under  this  Act,  except  as 
herein  authorized,  shall  be  guilty  of  a 
felony,  and  shall  be  subject  to  impris- 
onment for  a  term  of  not  exceeiling 
three  years  or  a  fine  of  not  exceeding 
$1,000,  or  both. 

Sec.  24.  That  any  permit,  lease,  oc- 
cupation, or  use  permitted  under  this 
Act  shall  reserve  to  the  Secretary  of 
the  Interior  the  right  to  permit  for 
joint  or  several  use  such  easements  or 
rights  of  way  upon,  through,  or  in  the 
lands  leiised,  occupie<l,  or  used  as  may 
be  necessary  or  appropriate  to  the 
working  of  the  same,  or  of  other 
lands  containing  the  deposits  described 
in  this  Act,  and  the  treatment  and 
shipment  of  the  products  thereof  by 
or  under  authority  of  the  Government, 
its  lessees,  or  permittees,  and  for  other 
public  purposes:  Provided,  That  said 
Secretary,  in  his  discretion,  in  mak- 
ing any  lease  under  this  Act  may  re- 
serve to  the  United  States  the  right 
to  lease,  sell,  or  otherwise  dispose  of 
the  surface  of  the  lands  embraced 
within  such  lease  under  existing  law 
or  laws  hereafter  enacted  in  so  far  as 
said  su?'fuce  is  not  necessary  for  use 
of  the  lessee  in  extracting  and  remov- 
ing the  ueposits  therein. 


Sec.  25.  That  no  lease  issued  under 
the  authority  of  this  Act  shall  be  as- 
signed or  sublet,  except  with  the  con- 
sent of  the  Secretary  of  the  Interior. 
The  lessee  may.  In  the  discretion  of 
the  Secretary  of  the  Interior,  be  per- 
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Src.  26.  Thnt  nny  lense  issued  nnder 
the  provisions  of  this  Act  niny^  be  for- 
feited nnd  cnneele<l  by  nn  appropriate 
procee<11ng  in  tbe  United  States  dis- 
trict ctmrt  for  tbe  district  in  wbich 
tlie  property,  or  some  part  thereof,  is 
looited  whenever  tlie  lessee  fails  to 
comply  with  any  of  the  provisions  of 
this  Act,  of  the  lease,  or  of  tbe  general 
regulations  promulgated  under  this 
Act  nnd  In  force  at  tbe  date  of  the 
lease;  and  tbe  lease  may  provide  for 
resort  to  appropriate  methods  for  the 


B.  9812. 

mitted  fit  nny  time  to  mnlce  tnitten 
relinquishment  of  all  rights  tinder 
such  ft  lease,  and  upon  nccepruiice 
thereof  be  thereby  relieved  of  nil 
future  obligations  under  said  leiifle. 
Each  lense  shall  contain  provisions  for 
the  purpose  of  Insuring  the  exercise  of 
reasonable  dlligeuce,  skill,  and  oire 
in  the  operation  of  said  property;  n 
provision  that  such  rules  for  the  safety 
and  welfare  of  the  miners  and  for  tbe 
prevention  of  undue  waste  as  may  l>e 
prescribed  by  said  Secretary  shall  be 
observed,  including  a  restriction  of 
tbe  workday  to  not  excee<llng  eight 
hours  In  any  one  day  for  underground 
workers  except  in  cases  of  emergency, 
provisions  securing  the  workmen  com- 
plete freedom  of  purcliase.  requiring 
the  payment  of  wages  at  least  twice 
a  month  in  lawful  money  of  the 
Unlte<l  States,  and  providing  ])roiier 
rules  and  regulations  to  insure  the  fair 
and  Just  welglilng  or  measurement  of 
tbe  coal  mined  by  each  miner,  an<l 
such  other  provisions  as  be  may  deem 
necessary  for  the  protection  of  the 
interests  of  the  Unlte<1  States,  for  tbe 
prevention  of  monopoly,  and  for  tbe 
safeguarding  of  the  public  welfare: 
Provided,  That  none  of  such  provlsbais 
shall  be  in  conflict  with  the  laws  of 
the  State  in  which  the  leased  property 
is  si  tun  ted. 

See.  25.  That  no  lease  Issuefl  under 
the  authority  of  this  Act  shall  be 
assigned  or  sublet  except  with  the 
consent  of  the  Secretary  of  tbe  In- 
terior. Each  lease  shall  contain  such 
provisions  for  the  purpose  of  insuring 
the  exercise  of  reasonable  diligence, 
skill,  and  care  in  the  operation  of  said 
property;  a  provision  that  such  rules 
for  the  safety  and  welfare  of  the 
miners  and  for  the  prevention  of  un- 
due waste  as  may  be  prescrlbe<l  shall 
be  observed,  and  such  otiier  provisions 
as  are  needed  for  the  protection  of 
the  interests  of  the  United  States,  for 
the  prevention  of  monopoly,  and  for 
the  safeguarding  of  the  public  wel- 
fare. 

Sec.  26.  That  any  lease  issued  under 
the  provisions  of  this  Act  may  be  for- 
feited and  canceled  by  an  appropriate 
proceeding  in  a  court  of  competent 
jurisdiction  whenever  the  lessee  falls 
to  comply  with  nny  of  tlie  provisions 
of  this  Act,  of  tlie  lease,  or  of  general 
regulations  promulgated  under  this 
Act  and  in  force  at  the  date  of  the 
lease;  and  the  lease  may  provide  for 
resort  to  appropriate  methods  for  the 
settlement  of  disputes  or  for  remedies 
for    breach    of    specified    conditions 
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settiement  of  disputes  or  for  remedies 
ft>r  breach  at  sfpecified  conditions 
thereof. 

Sec.  27.  That  all  statements,  repre- 
Kfitatiims,  or  reports  required  by  tlie 
Secretary  at  the  Interior  under  tills 
Act  shall  be  upon  onth,  unless  other- 
wise 8peclfi€Hl,  nncl  In  such  form  and 
npoo  snch  blanks  na  the  Secretary  of 
Uie  Interior  may  require. 


Skc.  28.  That    the   provisions  of  this 

Act  shall  also  apply  to  ail  deposits  of  coal, 

phosphate,    oil,    or    gas,   potsooium,— ef 

BsdMBk  in  the  lands  of  the  United  States 

which  may  have  been  or  may  be  disposed 

i       of  under  laws  reserving  to  the  United 

States  such  deposits,  with  the  right  to 

\       prospect  for,  mine,  and  remove  the  same, 

■ahiect  to  such  conditions  as  are  or  may 

,       hereafter  be  provided  by  law. 

Sbc-  29.  That  all  moneys  received 
from  royalties  and  rentals  under  the 
!  provisions  of  this  Act,  excepting  those 
from  Alaska,  shall  be  paid  Into,  re- 
served*  and  appropriated  as  a  part  of 
the  reclamation  fund  created  by  the 
Act  of  Congress  approved  June  seven- 
teenth, nineteen  hundred  and  two, 
kiK»wn  as  the  reclamation  Act,  but 
after  use  thereof  In  the  construction 
of  reclamation  works  and  upon  return 
to  the  reclamation  fund  of  any  such 
moneys  in  the  manner  provided  by 
the  reclamation  Act  and  Acts  amenda- 
tory thereof  and  supplemental  there- 
tow  fifty  per  centum  of  the  amounts 
delved  from  such  royalties  and 
rentals  so  utilized  in  and  returned  to 
the  reclamation  fund  shall  be  paid  by 
the  Secretary  of  the  Treasury  after 
the  expiration  of  each  fiscal  year  to 
the  State  within  the  boundaries  of 
^rhlch  the  leased  lands  or  deposits  are 
or  were  located,  said  moneys  to  be 
used  by  such  State  or  sulxli visions 
thereof  for  the  construction  and  main- 
tenance of  public  roads  or  for  the 
support  of  public  schools  or  other  pub- 
lic educational  institutions,  as  the 
l^SisIatare  of  the  State  may  direct: 
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thereof  or  for  the  surrender  thereof 
at  the  option  of  the  lessee. 

Sec.  27.  That  the  Secretary  of  the 
Interior  is  hereby  authorized  to  per- 
form any  and  all  acts  and  make  such 
rules  and  regulations  as  he  may  deem 
necessary  and  proper  for  the  purpose 
of  carrying  the  provisions  of  this  Act 
into  full  force  and  effect,  and  all  per- 
mits, lenses,  foreclosures,  purchases, 
or  assignments  shall  be  subject  to  such 
rules  and  regulations,  and  the  failure 
»f  any  permittee  or  lessee,  or  his  sue* 
cessor  or  successors,  to  comply  with  the 
terms  and  conditions  of  the  permit  or 
lense  shall  work  a  forfeiture  of  the 
same:  Provided,  That  the  Jurisdiction 
of  the  district  courts  of  the  United 
States  shall  extend  to  and  over  any 
forfeiture  or  cancellation  proceeding 
instituteil  under  the  provisions  of  this 
Act,  except  In  the  Territory  of  Alaska, 
wherein  such  matters  shnll  fall  within 
the  Jurisdiction  of  the  district  court  of 
Alaska. 

Sbc.  28.  That  all  statements,  represen- 
tations, or  reports  required  bv  the  Secre- 
tary of  the  Interior  under  this  Art  shall 
be  on  oath  unless  otherwise  specified,  and 
in  such  form  and  upon  such  olanks  as  the 
Secretary  of  the  Interior  may  require, 
and  any  person  making  false  oath,  repre- 
sentation, or  report  shall  be  subject  to 
punishment  as  for  perjury. 

Sec.  20.  That  any  of  the  public  lands 
of  the  United  States  withdrawn,  cov- 
ered by  permits,  or  leased  as  coal, 
phosphate,  oil,  gas,  or  sodium  lands, 
or  valuable  for  any  of  said  deposits, 
shall  be  subject  to  appropriate  entry 
under  the  homestead  laws  by  actual 
settlers  only,  the  desert-land  law,  to 
selections  by  the  State  wherein  the 
lands  are  situated  under  grants  made 
by  Congress  and  under  section  four  of 
the  Act  approved  August  eighteenth, 
eighteen  hundred  and  ninety-four, 
known  as  the  Carey  Act,  and  to  with- 
drawal under  the  Act  approved  Juno 
seventeenth,  nineteen  hundred  and. 
two,  known  as  the  reclamation  Act, 
whenever  such  entry,  selection,  or 
withdrawal  shall  be  made  with  a  view 
of  obtaining  or  passing  title,  with  a 
reservation  to  the  United  States  of 
the  oil,  gas,  sodium,  phosphates,  and 
coal  In  such  lands,  and  the  rl^ht  of 
the  United  States,  Its  permittees, 
lessees,  or  grantees  to  prospect  for, 
mine,  and  remove  the  same:  Provided, 
That  all  applications  or  selections 
made  under  the  provisions  of  this  sec- 
tion shall  state  that  same  are  made  in 
accordance  with   and  subject  to   the 
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Provided,  That  any  moneys  which  may 
accrue  to  the  United  States  under  the 
provisions  of  this  Act  from  lands 
within  the  naval  petroleum  reserves 
shall  be  deposited  in  the  Treasury  as 
*•  Miscellaneous  receipts." 


Sec.  30.  That  the  Secretary  of  the 
Interior  is  authorized  to  prescribe  neces- 
sary and  proper  rules  and  regulations  and 
to  do  any  and  all  things  necessary  to  carry 
out  and  accomplish  the  purposes  of  this 
Act:  Provided^  That  nothing  in  this  Act 
shall  be  construed  or  held  to  affect  the 
rights  of  the  states  or  other  local  authority 
to  exercise  any  rights  which  they  may 
have  to  levy  and  collect  taxes  upon  im- 
provements, output  of  mines,  or  other 
rights,  property,  or  assets  of  any  lessee. 


Sec.  31.  That  the  deposits  of  coal, 
phosphate,  oil,  and  gas,  potaooiuntrH«4 
saemsftT  herein  referred  to,  in  lands  valu- 
able for  such  minerals  shall  be  subject  to 
disposition  only  in  the  form  and  manner 
provided  in  tms  Act,  except  as  to  valid 
claims  exi£tent  at  date  of  the  passage  of 
this  Act  and  thereafter  maintained  in 
compliance  with  the  laws  under  which 
initiated,  which  claims  may  be  perfected 
under  such  laws. 

Amend  the  title  so  as  to  read:  ''A  bill 
to  authorize  exploration  for  and  disposi- 
tion of  coal,  phosphate,  oil,  and  gas.'^ 
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provisions  and  reservations  of  this 
Act:  Provided  further ^  That  upon 
satisfactory  proof  of  full  compliance 
with  the  provisions  of  the  laws  under 
which  the  entry  or  selection  is  made 
and  of  this  section  the  en  try  man  or 
selector  shall  be  entitled  to  a  patent 
to  the  land  entered  or  selected,  which 
patent  shall  contain  a  reservation  to 
the  United  States  of  all  the  coal,  phos- 
phates, oil,  gas,  or  sodium  in  the  lands 
so  patented,  together  with  the  right 
of  the  United  States,  its  grantees,  per- 
mittees, or  lessees  to  prospect  for, 
mine,  and  remove  the  same  upon  ren- 
dering compensation  to  the  patentee 
for  all  damages  that  may  be  caused  to 
the  crops  or  tangible  improvements  of 
the  entry  man,  selector,  or  owner  by 
prospecting  for  and  removing  said 
minerals. 

Sec,  30.  That  the  provisions  of  this 
Act  shall  apply  to  all  lands  of  the  United 
States  which  may  have  been  or  may  be 
disposed  of  under  laws  reserving  to  the 
United  States  the  coal,  phosphate,  oil, 
gas,  or  sodium,  with  the  right  to  prospect 
lor,  mine,  and  remove  the  same,  subject 
to  such  conditions  as  to  the  use  and  occu- 
pancy of  the  surface  as  may  be  provided 
by  applicable  laws:  Provided,  That  all 
coal,  od,  gas,  or  sodium  lands  heretofore 
withdrawn  from  entry,  except  those 
reserved  for  the  Navy,  shall  be  subiect  to 
this  Act,  and  none  of  such  lands  shall  here- 
after be  withdrawn  from  the  operation  of 
this  Act  for  a  longer  period  than  one  year 
without  the  consent  of  Congress. 

Sec  31.  That  fifty  per  centum  of  all 
moneys  received  from  royalties  and 
rentals  under  the  provisions  of  this  act, 
excepting  those  from  Alaska,  shall  be 
paid  by  the  Secretary  of  the  Treasury 
after  the  expiration  of  each  fiscal  year  to 
the  State  wherein  the  leased  premises  are 
situate,  for  the  support  of  piiblic  schools 
or  other  educational  institutions,  or  for 
the  construction  of  public  improvements 
as  the  legislature  of  the  State  may  direct. 
The  remaining  fifty  per  centum  shall  be 
paid  into,  reserved,  and  appropriated  as  a 
part  of  the  reclamation  fund  created  by 
Act  of  Congress  approved  June  seven- 
teenth, nineteen  hundred  and  two, 
known  as  the  reclamation  Act;  all  moneys 
received  from  royalties  and  rentals  in  the 
Territory  of  Alaska  under  the  provisions 
of  this  Act  shall  be  paid  into,  reserved, 
and  set  aside  as  a  special  fund,  the  mon- 
eys therein  to  be  subject  to  such  disposi- 
tion as  Congress  has  made  or  may  make 
for  the  development,  improvement,  and 
betterment  of  tne  Territory  of  Alaska,  and 
particularly  subject  to  the  application  of 
iucb  moneys  as  nas  been  or  may  be  pro- 
nded  in  any  bill  authorizing  the  con- 
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struction  of  railroads  by  the  United  States 
in  the  Territory  of  Alaska. 

Sec.  32.  That  all  laws  or  portions  of 
laws  in  conflict  herewith  are  hereby 
repealed,  except  as  to  valid  claims  ex- 
istent at  date  of  the  passage  of  this 
Act  and  hereafter  maintained  in  com- 
pliance with  the  laws  under  which 
initiated.  Nor  shall  any  rights  to 
which  any  person  may  be  entitled 
under  the  Act  approved  June  twenty- 
fifth,  nineteen  hundred  and  ten,  en- 
titled "An  Act  to  authorize  the  Presi- 
dent of  the  United  States  to  make 
withdrawals  of  public  lands  in  certain 
cases,"  or  the  Act  approved  August 
twenty-fifth,  nineteen  hundred  and 
fourteen,  entitled  "An  Act  to  amend 
an  Act  entitled  *An  Act  to  protect  the 
locators  in  good  faith  of  oil  and  gas 
lands  who  shall  have  effected  an  actual 
discovery  of  oil  or  gas  un  the  public 
lands  of  the  United  States,  or  their 
successors  in  interest,'  approved 
March  second,  nineteen  hundred  and 
eleven,"  be  affected  or  impaired  by 
this  Act:  Provided,  however^  That,  in 
order  to  assist  in  the  production  of  oil 
to  meet  the  present  emergency  pentl- 
ing  the  final  determination  of  a  right 
to  a  patent  to  any  oil  or  gas  lands,  or 
the  actual  granting  of  a  lease  upon 
oil  or  gas  lands,  as  herein  provided, 
the  Secretary  of  the  Interior  is  hereby 
authorized  to  permit  increased  produc- 
tion of  oil  under  the  terms  of  agree- 
ments authorized  under  the  provisions 
of  said  Act  approved  August  twenty- 
fifth,  nineteen  hundred  nnd  fourteen, 
which  Act  is  hereby  continued  in  force 
for  such  purpose. 

Sec.  33.  The  right  of  any  State 
within  which  any  lands  leased  under 
the  provisions  of  this  Act  may  be  situ- 
ateil  to  tax  the  output  thereof  or  the 
interest  of  any  lessee  in  the  same,  in- 
cluding any  improvements  or  fixtures 
thereon,  or  both,  and  to  stll  and  con- 
vey such  interest  to  satisfy  the  lien  of 
ony  tax  imposed  thereon  is  hereby 
recognized. 

Sec.  34.  That  hereafter  no  public 
lands  of  the  United  States  containing 
minerals  shall  be  withdrawn  by  Execu- 
tive proclamation  or  otherwise,  and  no 
reserve  of  any  character  or  descrip- 
tion, covering  or  including  within  its 
limits  any  mineral  lands  of  the  United 
States,  shall  be  created  or  established 
except  by  Act  of  Congress. 

All  Acts  and  parts  of  Acts  in  con- 
flict with  this  section  are  hereby  re- 
pealed. 

Passed  the  Senate  January  7,  1918. 

Attest :  James  M.  Baker, 

BecreUurp. 
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Departmental  Beforts  on  H.  B.  3232  and  S.  2812. 

DEPARTMENTAL  PROPOSAL  AS  A  SUBSTITUTE  FOR  THE  RELIEF  SECTION  OF 
H.  R.  3232  AS  IT  APPEARS  ON  PAQ^  12,  SECTION  12,  BEGINNING  WITH 
THE  PROVISO  IN  LINE  24,  AND  THE  REMAINING  PORTION  OF  THE  PARA- 
GRAPH ON  PAGE  13. 

That  any  claimant  who,  either  in  person  or  through  his  predecessor 
in  interest,  entered  upon  any  of  the  lands  embraced  within  the  Execu- 
tive order  of  withdrawal  dated  September  27, 1900,  prior  to  July  3, 
1910,  honestly  and  in  good  faith  for  the  purpose  of  prospecting  for 
oil  or  gas,  and  thereupon  commenced  discovery  work  thereon,  and 
thereafter  prosecuted  such  work  to  a  discovery  of  oil  or  gas,  shall  be 
entitled  to  lease  from  the  United  States  any  producing  oil  or  gas 
well  resulting  from  such  work  at  a  royalty  of  not  less  than  one- 
eighth  of  all  the  oil  and  gas  produced  therefrom,  together  with  an 
area  of  land  sufficient  for  the  operation  thereof,  but  without  the  right 
to  drill  any  other  or  additional  wells:  Provided^  That  such  claimant 
shall  fii-st  pay  to  the  United  States  an  amount  equal  to  not  less  than 
the  value  of  one-eighth  of  all  the  oil  and  gas  already  produced  from 
such  well :  And  provided  further^  That  this  act  shall  not  apply  to  any 
well  involved  in  any  suit  brought  by  the  United  States,  or  in  any 
application  for  patent,  unless  within  ninety  days  after  the  approval  of 
this  act  the  claimant  shall  relinquish  to  the  United  States  all  rights 
claimed  by  him  in  such  suit  or  application:  And  provided  further. 
That  all  such  leases  shall  be  made  and  the  amount  to  be  paia  for  oil 
and  gas  already  produced  shall  be  fixed  bjr  the  Secretary  of  the  In- 
terior under  appropriate  rules  and  regulations. 

January  8, 1918. 
Hon.  Franklin  K.  Lane, 

Secretary  of  the  Interior, 

My  Dear  Mr.  Secretary  :  Will  you  be  good  enough  to  furnish  the 
committee  a  report  of  your  views  on  the  following  amendment : 

Thnt  any  clalmnnt  who,  either  In  person  or  throuc:h  his  preclecessar  In  Inter- 
est, entered  upon  any  of  the  lands  embraced  within  the  Executive  order  of  with- 
drawn! dated  September  27,  1909.  prior  to  July  3,  1910,  honestly  and  in  pood 
faith  for  the  purpose  of  prospecting  for  oil  or  gas,  and  thereupon  commence<l  dis- 
covery work  thereon,  nnd  thereafter  prosecuteil  such  work  to  a  discovery  of  oil 
or  gas  shall  be  entitled  to  lease  from  the  United  States  any  producinpc  oil  or 
gas  well  resulting  from  such  work,  at  a  royalty  of  not  less  than  one-eighth  of 
all  the  oil  and  gas  produced  therefrom,  together  with  an  area  of  land  sufficient 
for  the  operation  thereof,  but  without  the  right  to  drill  any  other  or  nd<ll- 
tional  wells:  Provided,  That  such  claimant  shall  first  pay  to  the  United  States 
an  amount  equal  to  not  less  than  the  value  of  one-eighth  of  nil  the  oil  and  pis 
already  produced  from  such  well :  And  provided  further.  That  this  act  shall  not 
apply  to  any  well  Involved  In  any  suit  brought  by  the  United  States,  or  in  nny 
application  for  patent,  unless  within  90  days  after  the  ai)proval  of  this  act  the 
claimant  shall  relinquish  to  the  United  States  all  rights  claimed  by  him  In  such 
suit  or  application:  And  provided  further.  That  all  such  leases  shall  he  made 
and  the  amount  to  be  paid  for  oil  and  gas  already  pro<luced  shall  be  fixed  by  the 
Secretary  of  the  Interior  under  appropriate  rules  and  regulations. 

Will  you  be  good  enough  to  let  the  report  show  whether  or  not 
in  your  opinion  this  is  all  the  relief  that  the  oil  claimants  are^  en- 
titled to,  and  report  to  us  fully  in  the  premises?  The  Committee 
on  the  Public  Lands  are  anxious  to  do  lull  justice  to  the  bona  fide 


OIL  LEASINQ  LANDS.  25 

claimants  in  the  West,  but  are  anxious  that  no  Government  property 
of  any  sort  shall  be  sacrificed  in  an  effort  to  so  aid  them. 

I  would  like  to  have  tliis  report  at  your  very  earliest  convenience, 
and  also  advise  us  if  in  vour  opinion  it  would  be  proper  for  us  to 
strike  out  all  relief  provided  in  tne  Senate  bill  and  insert  this  instead. 
AVith  gi-eat  respect,  I  am, 


V  ery  sincerely,  yours. 


Scott  Febris. 


DEPAirr^fENT  OF  THE  INTERIOR, 

Washington,  January  £0, 1918. 

Mr  Dear  Mr.  Ferris:  I  am  in  receipt  of  your  request  for  report 
upon  H.  R.  3232,  commonly  Imown  as  the  general  leasing  bill,  par- 
ticularly with  respect  to  the  so-called  remedial  provisions  relating  to 
oil  and  gas  claims  within  withdrawn  areas,  and  embodied  in  the  pro- 
viso to  section  12  of  the  bill. 

H.  R.  3232  is  identical  with  H.  R.  400,  Sixty-fourth  Congress,  as 
favorably  reported  by  your  committee  and  passed  by  the  House  of 
Representatives.  I  reported  upon  that  bill  at  length,  and  I  do  not 
think  I  can  add  anything  to  statements  contained  in  previous  reports. 
With  respect  to  the  so-called  relief  provisions,  I  recommend  that  the 
proviso  to  section  12  be  eliminated  from  the  bill  and  the  following 
inserted  in  lieu  thereof : 

That  any  claimant  who,  either  in  person  or  through  his  predecessor  In  in- 
terest, entered  upon  any  of  the  lands  embraced  witliin  the  Executive  order  of 
witlidrawal  dated  September  twenty-seventh,  nineteen  hundred  and  nine,  prior 
to  July  thirti,  nineteen  hundred  and  ten,  honestly  and  in  good  faith  for  the 
purpo6e  of  prospecting  for  oil  or  gas,  and  thereupon  commenced  discovery  work 
thereon,  and  theronfter  prosecuted  such  work  to  a  discovery  of  oil  or  gns,  shall 
be  entltletl  to  lease  from  the  United  States  any  producing  oil  or  gas  well  re- 
sulting from  such  work  at  a  royalty  of  not  less  than  one-eighth  of  all  the  oil 
and  gas  produced  therefrom,  together  with  an  area  of  land  sufficient  for  the 
operation  thereof,  but  without  the  right  to  drill  any  other  or  additional  wells: 
Provided^  That  such  claimant  shall  first  pay  to  the  United  States  an  amount 
equal  to  not  less  than  the  value  of  one-eighth  of  all  the  oil  and  gas  already 
proiluced  from  such  well :  And  provided  further.  That  this  act  shall  not  apply 
to  any  well  Involved  in  any  suit  brought  by  the  United  States,  or  In  any  applica- 
tion for  patent,  unless  within  ninety  days  after  the  approval  of  this  act  the 
claimant  shall  relinquish  to  the  Unlte<1  States  all  rights  claimed  by  him  in  such 
suit  or  application:  And  provided  further.  That  all  such  leases  shall  l)e  made 
snd  the  amount  to  be  paid  for  oil  and  gas  already  produced  shall  be  fixed  by  the 
Secretary  of  the  Interior  under  appropriate  rules  and  regulations. 

With  this  amendment,  I  recommend  that  H.  S.  3232  be  enacted. 
Cordially,  yours, 

Franklin  K.  Lane, 

Secretary. 
Hon.  ScoTT  Ferhis, 

OAairman  Committee  on  the  Public  Lands. 

House  of  Bepresentatives. 


Depabtment  op  the  Interior, 

Washington^  April  £4^  J 917. 

My  Deab  Mr.  Ferris:  I  am  in  receipt  of  your  request  for  report 
and  recommendation  upon  H.  H.  3232,  a  bill  to  authorize  explora- 
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tion  for  and  disposition  of  coal,  phosphate,  oil,  gas,  potassium,  or 
sodium  deposits  owned  by  the  United  States. 

This  bill  is  identical  with  H.  R.  16186,  passed  by  the  House  of 
Bepresentatives  September  23,  1914,  and  H.  B.  406,  passed  by  the 
House  January  15,  1916,  and  the  enactment  of  which  was  recom- 
mended by  this  department.  The  merits  and  purposes  of  the  meas- 
ure were  luUy  set  forth  in  previous  reports  and  m  hearings  had  before 
the  Conunittee  on  the  Public  Lands.  The  bill  was  regarded  as  an  im- 
portant measure  for  the  utilization  of  the  resources  described  in  time 
of  peace  and  as  a  measure  of  preparedness  for  war. 

The  existing  state  of  war,  in  my  opinion,  renders  the  enactment  of 
the  bill  necessary  and  vital. 

Potash  is  an  essential  in  the  manufacture  of  munitions  and  of 
vital  importance  as  a  fertilizer  of  the  soil  for  increased  food  pro- 
duction. According  to  a  pamphlet  entitled  the  "  Potash  industry," 
published  by  the  German  Kali  Works,  Chicago,  111.,  practically  all 
the  potash  produced  prior  to  the  war  came  from  the  mines  of  the 
German  Empire,  and  in  the  year  1911  its  consumption  by  the  prin- 
cipal countries  or  the  world  was  as  follows :  Germany,  422,341  metric 
tons,  or  49.8  per  cent  of  the  total  production ;  United  States,  237,453 
metric  tons,  or  28  per  cent  of  the  total  production;  Holland,  34,375 
metric  tons;  Great  Britain,  21,217  metric  tons. 

Examples  of  increase  in  production  of  agricultural  crops  cited  in 
this  pamphlet  showed  yield  of  com  on  an  acre  in  Indiana  fertilized 
with  potash  75.7  bushels,  without  fertilizer  32.1  bushels;  of  sweet 
potatoes  in  South  Carolina  with  potash  fertilizer  250  bushels  per 
acre,  without  potash  fertilizer  122^  bushels  per  acre;  pears  in  In- 
diana with  potash  fertilizer  205.8  bushels,  unfertilizea  58.8  bush- 
els; beans  in  Michigan  with  potash  fertilizer  22.7  bushels  per  acre, 
unfertilized  5  bushels. 

The  foreign  supply  of  potash  is,  of  course,  now  not  available  and 
the  amount  of  potash  produced  in  trie  United  States  is  at  present  neg- 
ligible. One  hundred  and  thirty  thousand  six  hundred  and  twenty- 
nme  acres  of  public  lands  containing  potash  are  withdrawn  from 
entry.  This  area  includes  Searles  Lake,  Cal.,  one  of  the  largest 
known  deposits  in  the  world.    I  am  informed  that  two  experimental 

{)lants  for  the  production  of  potash  located  on  the  shores  of  this 
ake  have  recently  been  completed.  They  have  direct  outside  railroad 
connections,  and  it  is  alleged  that  they  can  not  only  start  to  work  at 
once  but  that  their  capacity  can  be  largely  increased  if  this  legislation 
be  had  and  leases  granted. 

Another  important  natural  resource  which  would  be  developed 
under  this  bill  is  the  phosphate  deposit  of  Idaho,  Wyoming,  Utah, 
Montana,  and  other  public-land  areas.  Approximately  2,600,000 
acres  containing  these  deposits  are  now  withdrawn  from  develop- 
ment. Phosphate  is  an  exceedingly  valuable  element  in  the  fertiliza- 
tion of  lands,  and  the  development  and  cheapening  of  this  resource 
would  undoubtedly  add  largely  to  our  agricultural  production. 

The  importance  of  ample  supplies  of  gasoline  and  oil  for  the  Navy, 
for  airplanes,  for  motor  trucks,  and  other  uses  connected  with  success- 
ful prosecution  of  war  can  hardly  be  overestimated.  Six  million 
four  hundred  and  ninety-one  thousand  one  hundred  and  forty-five 
acres  of  public  land  believed  to  contain  oil  are  withdrawn  from  devel- 
opment.   A  part  of  this  area  is  proven  territory,  in  direct  touch 
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with  pipe  lines  and  refineries,  and  the  products  could  be  made  imme- 
diately  available  by  the  enactment  of  this  measure.    I  therefore 
earnestly  recommend  that  H.  R.  3232  be  enacted  at  the  earliest  practi- 
cable moment  as  a  war  measure. 
Cordially,  yours, 

Franklin  K.  Lane,  Secretary. 
Hon.  Scott  Ferris, 

Chairman  Committee  on  the  Public  Lands^ 

House  of  Representatives. 


Department  of  the  Interior, 

Washington^  January  5, 1916. 

My  Dear  Mr.  Ferris  :  In  response  to  your  request  for  report  upon 
H.  R.  406,  Sixty-fourth  Congress,  first  session,  a  bill  "  To  authorize 
exploration  for  and  disposition  of  coal,  phosphate,  oil,  gas,  potassium, 
and  sodium,"  I  have  to  advise  that,  with  slight  amendments,  designed 
to  perfect  the  measure,  it  is  similar  to  H.  R.  16136,  Sixty-third  Con- 
gress, second  session,  recommended  by  this  department,  by  the  Com- 
mittee on  the  Public  Lands,  and  passed  by  the  House  September  23, 
1914. 

The  measure  deals  with  deposits  in  the  public  domain  which  may 
be  clas3ified  as  fuel  and  fertilizer  minerals,  and  proposes  to  encour- 
age and  authorize  the  development  of  those  deposits  when  found  in 
public  lands,  national  forests,  and  certain  reservations. 

Large  areas  of  coal  and  oil  lands  have  been  withdrawn  from  entry 
to  save  their  exploitation  by  monopoly  and  to  await  the  enactment  of 
legislation  better  adapted  to  their  development.  Large  areas  of 
phosphates  and  potash  needed  for  agricultural  development  are  un- 
worked  because  of  inadequacy  of  present  laws.  The  purpose  of  this 
bill  is  to  open  up  all  of  these  deposits  for  use,  on  such  terms  and  con- 
ditions as  will  prevent  their  waste,  secure  proper  methods  of  opera- 
tion, encourage  exploration  and  development,  and  protect  the  public. 
The  methods  provided  are  designed  to  make  it  easy  and  profitable  to 
mine  and  market  these  minerals  and  to  discourage  the  holding  of 
unworked  mineral  lands  for  speculative  purposes.  It  offers  to  the 
operator  of  small  capital  the  same  opportunity  as  the  large  corpora- 
tion. It  will,  it  is  believed,  be  an  incentive  to  the  development  and 
to  the  establishment  of  new  industries.  The  general  system  proposed 
has  been  applied  successfully  and  satisfactorily  to  the  production 
of  oil  from  Indian  lands.  In  oil  and  coal  lands  held  m  private 
ownership  the  leasing  system  is  common  practice,  and  several  of 
the  States  have  provided  for  the  leasing  of  coal  deposits  in  their 
school  lands. 

Section  1  of  the  bill  provides  that  the  existing  coal-land  laws  of  the 
United  States  mar  be  taken  advantage  of  by  those  who  desire  to 
secure  those  deposits,  or  that  same  may  be  leased  as  provided  in  this 
bill.  One  reason  for  continuing  existing  coal-land  laws  in  force  is 
that  there  are  many  hundred  coal  claims  already  initiated  under 
the  old  law;  another  reason  is  that  it  will  give  opportunity  of  choice 
to  the  citizen,  who  can  either  buy  or  lease  at  his  option.  It  is  gen- 
erally believed  that  large  coal  operators  will  prefer  to  lease,  but  it 
was  thought  that  those  who  prefer  to  obtain  a  smaller  area  under 
eoAmg  laws  of  purchase  should  be  accorded  an  opportunity  so  to  do. 
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Section  3  authorizes  the  Secretary  of  the  Interior  to  lease  coal 
lands  or  deposits  in  blocks  or  tracts  of  from  40  to  2,560  acres  to  any 
qualified  applicant,  and  allows  railroads  to  secure  leases  for  limited 
areas  of  coal  lands  for  railroad  uses  and  purposes,  but  not  for  any 
other  purpose. 

Section  4  permits  the  enlargement  of  leases  to  an  area  not  ex- 
ceeding the  maximum  of  2,560  acres. 

Section  5  permits  the  consolidation  of  small  leases  into  a  new 
lease  of  not  exceeding  the  maximum  of  2,560  acres. 

Section  6  is  designed  to  meet  situations  where  sufficient  contiguous 
lands  to  make  up  a  lease  are  not  available. 

Section  7  fixes  rentals  and  royalties  and  provides  that  the  leases 
sliall  be  for  indeterminate  periods,  upon  condition  of  continued 
operation,  subject,  however,  to  readjustment  of  terms  and  conditions 
at  the  end  of  20-year  periods. 

Section  8  is  designed  to  permit  the  mining  of  limited  amounts  of 
coal  for  local  or  municipal  use,  without  payment  of  royalty. 

Sections  9  to  13  deal  with  deposits  of  oil  and  gas  in  the  public  lands. 

Section  9  provides  for  the  issuance  of  a  prospecting  permit  which 
will  give  to  any  qualified  applicant  the  exclusive  right  for  a  fixed 

1)erioa  to  prospect  upon  areas  varying  from  640  to  2,560  acres  of 
and,  the  permittee  beim^  required  to  perform  a  specific  amount 
of  development  work.  This  provision  of  law  is  designed  for  the 
protection  of  those  exploring  tor  oil,  who,  under  present  laws,  have 
no  such  protection  and  who  may  be  deprived  of  the  fruits  oi  their 
labors  by  others. 

Under  section  10  the  permittee  who  shall  have  discovered  deposits 
of  oil  or  gas  is  given  a  patent  for  one- fourth  of  the  area  included  in 
his  prospecting  permit. 

Section  11  contains  provisions  designed  to  prevent  waste,  protect 
adjacent  lands,  and  secure  the  properly  restricted  development  of 
lands  embraced  in  permits,  leases,  and  patents  issued  under  this  act. 
If  enacted,  it  will  obviate  some  of  the  abuses  which  now  exist  with 
respect  to  the  development  of  the  oil  and  gas  lands,  among  them 
the  sapping  of  oil  deposits  from  adjacent  lands  and  the  destruction 
of  same  through  lack  of  care  of  the  wells. 

Section  12  provides  that  all  deposits  of  oil  or  gas  and  unentered 
lands  containmg  the  same  shall  be  subject  to  lease  through  competi- 
tive bidding  in  areas  not  exceeding  640  acres,  upon  payment  of  an 
annual  rental,  to  be  accredited  agamst  royalties  for  the  current  year, 
and  of  a  royalty  fixed  in  the  lease,  which  shall  not  be  less  than  one- 
tenth  in  amount  or  value  of  the  production.  Leases  are  to  be  for  a 
period  of  20  years,  with  a  preferential  right  to  renew  same  for  suc- 
cessive periods  of  10  years,  upon  reasonable  terms  and  conditions. 
The  proviso  to  the  section  is  remedial  in  its  nature,  designed  to  meet 
existing  conditions  in  the  oil  fields.  There  are  at  present  many  de- 
veloped oil  wells  upon  the  public  domain  held  by  those  whose  claims 
are  invalid  under  existing  law,  for  the  reason  that  no  discoveries 
were  made  prior  to  the  flate  of  the  withdrawal  of  the  lands  from 
entry  or  because  the  original  locators  were  "  dummies."  These  per- 
sons have  no  legal  rights,  but  their  large  expenditures  and  the  ensuing 
development  present  an  equitable  situation  which  this  proviso  is  de- 
signed to  relieve  by  giving  them  the  right  to  secure  a  lease  to  the 
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depodts  so  developed,  upon  payment  of  a  royalty  of  not  less  than 
one-eighth  of  the  oil  or  gas. 

Section  13  deals  with  rights  of  way  through  the  public  land  and 
r&enrations  of  the  United  States  for  oil  or  gas  pipe  lines,  providing 
that  such  rights  shall  be  granted  only  upon  the  condition  that  the 
lines  shall  be  operated  and  maintained  as  common  carriers. 

Sections  14  to  17  deal  with  deposits  of  phosphate  or  phosphate 
lock. 

Section  14  authorizes  the  Secretary  of  the  Interior  to  lease  the 
minerals  under  such  regulations  as  he  may  adopt,  and  section  15 
provides  that  the  leases  shall  not  exceed  2,560  acres  of  land,  in  com- 
pact form* 

Section  16  provides  that  leases  of  phosphates  may  be  for  indeter- 
minate perioas,  subject  to  adjustment  at  the  end  of  each  20*year 
period,  leases  to  be  conditioned  upon  the  payment  of  an  annual 
rental,  which  is  to  be  accredited  against  royalties  for  each  year  and 
upon  the  payment  of  a  royalty  of  not  less  than  2  per  cent  of  the 
gross  value  of  the  output  at  the  mine. 

Section  17  grants  the  right  to  use  a  limited  area  of  public  land  for 
the  development,  treatment,  and  removal  of  the  phosphate  deposits. 

Sections  18  to  20  deal  with  deposits  of  potassium  or  sodium.  These 
minerals  are  generally  found  in  the  desert  areas  of  the  United  States, 
frequently  in  former  lake  beds,  and  their  discovery  and  development 
are  of  great  public  importance. 

Section  18  authorizes  the  granting  of  a  prospecting  permit  some- 
what similar  to  that  provided  in  the  case  of  oil  or  gas. 

Section  19  grants  to  the  person  who  shall  have  discovered  one  of 
the  minerals  claimed  under  a  prospecting  permit  a  patent  for  a  part 
of  the  lands  included  in  his  permit  and  provides  that  all  other  lands 
known  to  contain  such  deposits  shall  be  leased  by  the  Secretary  of 
the  Interior  under  general  regulations  and  in  areas  not  exceeding 
2,5G0  acres,  the  leases  to  be  conditioned  upon  the  payment  of  an 
annual  rental,  which  may  be  accredited  against  royalties  as  they  ac- 
crue for  that  year,  and  upon  the  payment  of  a  royalty  of  not  less  than 
2  per  cent  of  the  gross  value  of  the  output  at  the  point  of  shi])ment. 
L^ises  are  to  be  lor  indeterminate  periods,  upon  condition  that  at 
the  end  of  each  20-year  period  readjustment  oi  terms  and  conditions 
may  be  made. 

Section  20  grants  the  right  to  use  a  limited  tract  of  unoccupied 
public  land  for  camp  sites,  refining  works,  or  other  purposes  con- 
nected with  the  development  of  potassium  or  sodium. 

Sections  21  to  31  are  general  provisions  applicable  in  whole  or  in 
part  to  all  of  the  deposits  described  in  the  bill. 

Section  21  authorizes  the  Secretary  of  the  Interior  to  insert  in  any 
prospecting  permit  appropriate  provisions  for  cancellation  of  the 
permit  upon  failure  of  the  permittee  to  exercise  due  diligence  in  the 
prospecting  work. 

Section  22  limits  the  number  of  leases  which  ma^  be  held  under 
the  act  and  is  designed  to  avoid  monopoly  by  preventing  interlocking 
interests  through  stock  holdings  or  througn  any  other  direct  or 
indirect  means. 

Section  23  provides  against  monopolies  in  the  extraction  and 
resale  of  the  deposits. 

4747^-18 8 
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Section  24  authorizes  the  reservation  of  the  right  to  permit  tho 

i*oint  or  several  use  of  easements  or  rights  of  way  through  the  leased 
ands,  and  aslso  permits  the  United  States,  in  the  discretion  of  the 
Secretary  of  the  interior,  to  dispose  of  the  surface,  with  a  mineral 
reservation,  and  subject  to  the  use  of  so  much  of  the  surface  as  may 
be  necessary  by  the  lessee  in  extracting  or  removing  the  mineral 
deposits.* 

Section  25  is  also  designed  to  prevent  the  indirect  acquisition  of 
the  minerals  by  monopoly,  by  providing  that  there  shall  be  no  assign- 
ments or  subleases  except  with  the  consent  of  the  Secretary  of  the 
Interior.  This  section  also  contains  provisions  to  prevent  waste  and 
to  insure  the  exercise  of  reasonable  diligencCj  skill,  and  care  in  oper- 
ating the  property.  These  and  similar  provisions  have  the  ultimate 
object  of  securing  to  the  consumer  the  various  products  at  a  reason- 
able price  and  the  preventing  of  same  from  passing  into  monopolistic 
control. 

Section  26  provides  for  appropriate  forfeiture  but  safeguards  the 
interests  of  tlie  lessee  bv  requiring  such  proceedings  to  be  in  the 
United  States  court  for  the  district  in  which  the  lands  or  deposits  are 
situate. 

Section  27  authorizes  the  Secretary  of  the  Interior  to  require  state- 
ments or  reports  from  lessees. 

Section  28  provides  that  the  act  shall  apply  to  deposits  in  lands 
which  may  have  been  disposed  of  by  the  United  States  under  laws 
which  reserved  the  coal,  oil,  gas^  phosphate,  potassium,  or  sodium, 
with  the  right  to  prospect  for,  mine,  and  remove  the  same. 

Section  29  devotes  the  proceeds  from  leases,  first,  to  the  reclamation 
fund  for  the  construction  of  irrigation  works  in  the  Western  States. 
Upon  return  of  this  money,  as  required  by  the  reclamation  law,  50  per 
cent  of  the  proceeds  will  go  to  the  State  within  the  boundaries  of 
which  the  leased  lands  or  deposits  were  located  for  the  support  of 
public  educational  institutions  or  for  the  construction  and  main- 
tenance of  public  roads. 

Some  of  the  reasons  for  these  provisions  are  as  follows:  In  1902 
Congress  set  apart  proceeds  of  the  sales  of  public  lands  in  the  West- 
ern States  for  a  reclamation  fund.  Some  30  projects  were  started  and 
nearly  $100,000,000  have  already  been  expended  therein.  It  will  tako 
many  millions  more  to  complete  them.  •  The  receipts  from  the  sales 
of  public  lands  have  diminished  greatly  in  late  years,  partly  owing  to 
the  fact  that  agricultural  homestead  lands  are  free  to  settlers,  and 

fartly  due  to  the  fact  that  large  areas  have  been  reserved  by  the 
Tovemment  for  forest  reserves,  water-power  sites,  national  monu- 
ments, etc.  In  1910  Congress  authorized  the  loan  of  $20,000,000  to 
the  reclamation  fund,  upon  condition  that  it  be  repaid.  The  situa- 
tion is  therefore  that  present  receipts  from  the  sale  of  public  lands 
are  inadequate  to  complete  existing  projects  or  to  repay  the  loan 
above  described.  It  is  essential,  therefore,  that  in  order  that  this 
may  be  accomplished,  as  well  as  that  new  projects  may  be  hereafter 
unciertaken,  if  deemed  advisable,  that  the  proceeds  from  these  leases 
shall  go,  as  have  receipts  from  all  other  public  lands  in  the  past,  into 
the  reclamation  fund.  As  stated,  the  bill  provides  that  upon  return 
of  the  money  50  per  cent  shall  go  to  the  States  for  public  purposes, 
an  equitable  provision  when  it  is  considered  that  in  most  of  the  States 
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affected  there  is  need  for  better  educational  facilities  and  improved 
public  highways. 

Section  30  authorizes  the  Secretary  of  the  Interior  to  prescribe  nec- 
essary roles  and  regulatijons,  and  section  31  is  the  repealing  clause, 
also  containing  provisions  to  permit  claims,  valid  and  existent  under 
present  law,  to  be  perfected  thereunder. 

The  present  coal-land  laws,  which  provide  for  the  sale  in  areas  not 
exceeding  160  acres  to  an  individual,  320  acres  to  an  association,  and 
not  exceeding  640  acres  to  four  or  more  persons  wlio  have  spent  $5,000 
in  development  work,  at«an  appraised  price  of  not  less  than  $10  or 
$20  per  acre,  according  to  location,  are  unsatisfactory  in  many  re- 
spects. The  maximum  area  is  too  small  to  permit  of  modern  and 
economical  development,  and  in  many  instances  makes  cheap  produc- 
tion  impossible.  It  also  requires  a  considerable  initial  investment 
by  the  operator,  whereas  under  a  leasing  system  he  would  only  be 
required  to  pay  for  the  coal  on  a  royalty  basis  as  it  is  extracted. 
The  bill  also  makes  provision  for  the  prevention  of  waste  and  the 
safeguarding  of  the  mterests  of  those  engaged  in  mining  work. 

Oil  and  gas  lands  or  deposits  are  now  subject  to  location  and  entry 
imdcr  the  placer  mining  laws.  These  laws  have  been  generally  unsat- 
isfactory both  from  the  standpoint  of  the  prospectors  and  operators 
and  of  the  Government.  There  is  nothing  in  the  present  law  to 
protect  the  prospector  during  the  preliminary  period,  when  throurfi 
the  exj>enditure  of  large  capital  he  is  engaged  in  drilling,  and  the 
limitations  as  to  acreage  contained  in  the  existing  laws  are  also  a 
temptation  to  evade,  through  the  use  of  dummy  locations. 

A  leasing  measure  permitting  the  acquisition  of  larger  areas,  pro- 
tecting the  developer  and  requiring  payment  to  be  made  only  upon 
production  will  not  only  conform  more  nearly  to  the  customs  of  pri- 
vate development,  but  will,  it  is  believed,  be  fairer  to  both  the  oper- 
ator and  the  Government. 

The  largest  production  of  phosphates  up  to  the  present  time  has 
been  in  the  State  of  Florida,  with  considerable  quantities  also  pro- 
duced in  Tennessee  and  South  Carolina.  Immense  deposits  of  this 
Taloable  fertilizer  mineral  were  found  in  Idaho,  Montana,  Utah,  and 
Wyoming  in  1906,  but  these  lands  have  been  withdrawn  since  1908, 
awaiting  the  enactment  of  laws  adapted  to  their  development. 

As  with  the  oil  and  gas,  the  lode  and  placer  mining  laws  of  the 
United  States  do  not  fit  these  phosphate  deposits,  and  this  measure 
will,  in  the  opinion  of  the  department,  secure  the  development  of 
these  valuable  deposits  under  reasonable  terms  and  conditions.  The 
same  is  true  of  the  potassium  or  sodium  deposits  found  chiefly  in  the 
Great  Basin  in  the  western  United  States,  which  are  not  being  devel- 
oped under  existing  laws,  but  whose  extraction  is  of  great  public  im- 
portance. In  fact,  the  necessity  for  encouraging  the  discovery  and 
production  of  these  fertilizer  minerals  can  hardly  be  overstated. 
They  are  badly  needed  to  renew  worn-out  soils  and  to  increase  or 
maintain  our  agricultural j)roduction.  In  the  past  the  United  States 
has  imported  large  quantities  of  these  minerals,  and  this  is  not  good 
^onomy  when  large  deposits  lie  unworked  and  unutilized  in  the 
public  lands. 

Existing  laws,  in  so  far  as  applicable  to  the  minerals  described  in 
the  bill,  have  not  secured  development.    It  is  believed  that  H.  B.  40G, 
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if  enacted,  will  encourage  and  secure  their  exploitation  under  condi- 
tions beneficial  to  all.  I  therefore  earnestly  recommend  that  tke 
measure  be  enacted. 

Cordially,  yours, 

Franklin  K.  Lane. 
Hon.  Scott  Ferris, 

Chairman  Committee  on  Public  Lande^ 

House  of  Representatives. 


January  8, 1918. 
Hon.  T.  W.  Greoort, 

Attorney  General  of  the  United  States^ 

Washington^  D.  C. 

My  De^r  Gen.  Gregory  :  Will  you  be  good  enough  to  furnish  the 
committee  a  report  of  your  views  on  the  following  amendment  to 
H.R.8232? 

That  any  clnimnnt  who,  either  in  person  or  thronjrh  his  predece5?sor  In  In- 
terest, entered  upon  any  of  tlie  lands  embraced  within  the  Executive  order  of 
withdrawal  date<l  September  27,  1009,  prior  to  July  3,  1910,  lionestly  and  in 
good  faith,  for  the  purpose  of  prospecting  for  oil  or  pas,  and  thereupon  com- 
mence<l  discovery  work  thereon,  nnd  thereafter  prosecuted  such  work  to  a  dis- 
covery of  oil  or  gas,  shall  be  entltle<l  to  lease  from  the  Unltetl  States  any  pro- 
ducing oil  or  pis  well  resulting  from  such  work  at  a  royalty  of  not  less  than 
one-eighth  of  all  the  oil  and  gas  produced  therefrom,  together  with  an  area  of 
land  sufficient  for  the  operation  thereof,  but  without  the  right  to  drill  any  other 
or  additional  wells:  Provided,  That  such  claimant  shall  first  pay  to  the  United 
States  an  amount  equal  to  not  less  than  the  value  of  one-eighth  of  all  the  oil 
nnd  gas  already  produced  from  such  well :  And  provided  further.  That  this  act 
shall  not  apply  to  any  well  involved  in  any  suit  brought  by  the  Unlte<l  States 
or  In  any  application  for  patent  unless  within  90  days  after  the  approval  of 
this  act  the  claimant  shall  relinquish  to  the  United  States  all  rights  claimed  l>y 
lilm  in  such  suit  or  application:  And  provided  further.  That  all  such  leases 
shall  be  made  and  the  amount  to  l)e  paid  for  oil  and  gas  already  produced  shall 
be  fixed  by  tlie  Secretary  of  the  Interior  under  appropriate  rules  and  regulations. 

Will  you  be  good  enough  to  let  the  report  show  whether  or  not  in 
your  opinion  this  is  all  the  relief  that  the  oil  claimants  are  entitled 
to,  and  report  to  us  fully  in  the  premises?  The  Committee  on  Public 
Lands  are  anxious  to  do  full  justice  to  the  bona  fide  claimants  in  the 
West,  but  are  anxious  that  no  Government  property  of  any  sort  shall 
be  sacrificed  in  an  effort  to  so  aid  them. 

I  would  like  to  have  this  report  at  your  very  earliest  convenience ; 
and  also  advise  us  if  in  your  opinion  it  would  be  proper  for  us  to 
strike  out  all  relief  provided  in  the  Senate  bill  and  insert  this  instead. 

With  great  respect,  I  am, 
Very  sincerely,  yours, 

Scott  Ferbis. 

jAioTARr  19, 1918. 
Hon.  T.  W.  Greoort, 

Thi  A  ttomey  General. 

Mr  Dear  Gen.  Gregory:  I  beg  to  inclose  herewith  H.  R.  3232 
and  the  report  thereon.  I  beg  also  to  inclose  Senate  2812  for  your 
consideration  and  report. 

I  most  respectfully  request  you  to  examine  the  House  bill  above 
mentioned  critically,  with  a  view  of  ascertaining  if  there  is  anything 
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in  the  bill  that  ^will  in  any  way  prejudice  the  rights  of  the  Govern- 
ment This  bill  has  twice  passed  the  House  of  Kepresentatiyes  after 
critical^  and  careful  investigation  without  a  dissenting  vote.  It  has 
tt  all  times  borne  a  favorable  recommendation  from  the  Interior  De- 
partment. It  has  on  three  occasions  received  the  unanimous  report 
of  the  House  Committee  on  the  Public  Lands. 

Nevertheless,  recognizing  the  importance  of  the  bill  and  your  wide 
knowledge  on  the  subject  gathered  from  the  conduct  of  suits  in  con- 
nection with  some  of  tiiese  lands,  I  am  anxious  that  you  give  us  a  full 
report  thereon. 

1  understand  that  the  so-called  release  provision  in  section  12,  page 
12,  you  yourself,  the  Department  of  the  Interior,  and  the  Navy  Ite- 
partment  have  agreed  upon  a  substitute  for  that  provision,  which  I 
t     hope  you  will  also  include  in  your  report.    . 

May  I  also  ask  }'ou  to  make  a  separate  report  on  Senate  2812,  for, 
I     as  you  are  aware,  the  Senate  bill  is  being  insisted  upon  by  the  oil 
j     men  and  also  strenuously  contended  for  by  certain  of  the  Senators? 
I  hope  you  will  give  us,  for  use  of  the  committee,  your  several  objec- 
tions to  the  Senate  bill,  as  both  bills  are  properly  before  the  committee 
for  consideration  and  your  views  on  both  bills  will  be  helpful. 

I  am  making  a  similar  request  of  Secretary  Lane,  who  is  the  ad* 
ministrative  officer  for  these  lands,  and  also  of  Secretary  Daniels, 
who  is  interested  in  certain  of  the  lands  in  the  naval  reserve  included 
therein.  I  would  like  to  have  this  reiK>rt  at  the  earliest  possible 
moment,  so  we  can  dispose  of  this  legislation. 
Very  respectfully}  yours, 

Scorr  Ferbis. 


Department  of  Justice, 
Office  of  the  Attorney  General, 
Washzngtony  D.  C,  January  25^  1918. 
Hon.  Scott  Ferris, 

Chairman  Committee  an  Public  Lands^ 

House  of  Representatives. 

Mt  Dear  Mr.  Ferris  :  I  am  in  receipt  of  your  letter  of  January  19^ 
inclosing  for  my  consideration  H.  B.  3232  and  S.  2812,  relating  to 
the  disposition  of  coal,  phosphate,  oil,  gas,  and  sodium.  You  re<]ucst 
me  to  examine  the  House  bill  critically,  with  a  view  to  ascertaining 
whether  there  is  anything  in  it  that  will  in  any  way  prejudice  the 
rights  of  the  Government  You  also  desire  a  statement  of  my  objec- 
tions to  the  Senate  bill,  which  you  say  is  being  insisted  upon  by  the 
oil  men  and  also  strenuously  contended  for  by  certain  of  the  Senators. 

By  your  letter  to  me  of  January  8, 1918,  you  stated  that  the  Com- 
mittee on  Public  Lands  was  desirous  of  doing  full  justice  to  the 
bona  fide  claimants  in  the  West,  but  was  also  anxious  that  no  Govern- 
ment property  of  any  sort  should  be  sacrificed  in  an  effort  to  aid 
them,  and  in  this  connection  you  reouested  my  views  on  a  proposed 
amendment,  which  you  quoted.  You  particularly  requested  mv 
opinion  as  to  whether  this  proposed  amendment  would  provide  all 
the  relief  to  which  the  oil  claimants  are  entitled  and  as  to  whether 
it  might  properly  be  substituted  for  all  relief  provided  in  Senate 
2812.    At  the  same  time  you  addressed  similar  letters  to  the  Secre- 
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tary  of  the  Interior  and  the  Secretary  of  the  Navy.    The  proposed 
amendment  reads  as  follows : 

That  any  claimant  who,  either  in  person  or  through  his  predecessor  in  Inter- 
est, entered  vi\yon  any  of  the  lands  embraced  within  the  Executive  order  of 
withdrawn!  dated  September  27,  1009,  prior  to  July  3,  1010,  honestly  and  in 
good  faith  for  the  purpose  of  prospeetiug  for  oil  or  gas,  and  thereupon  com- 
menced discovery  worlv  thereon,  and  thereafter  prosecuted  such  work  to  a 
discovery  of  oil  pr  gas,  shall  be  entitled  to  lease  from  the  United  States  any 
producing  oil  or  gas  well  resulting  from  such  work,  at  a  royalty  of  not  less 
than  one-eighth  of  all  the  oil  and  gas  produced  therefrom,  together  with  an 
area  of  land  sufficient  for  the  operation  thereof,  but  without  the  right  to  drill 
any  other  or  additional  wells:  Provided,  That  such  claimant  shall  flrst  pay  to 
the  United  States  an  amount  equal  to  not  less  than  the  value  of  one-eighth  of  all 
the  oil  and  gas  already  produceil  from  such  well:  And  pt^ovided  furtlier^  That 
this  act  shall  not  apply  to  any  well  involved  in  any  suit  brought  by  the  United 
States,  or  in  any  application  for  patent,  unless  within  00  days  after  the  approval 
of  this  act  the  claimant  shall  i<elinquish  to  the  United  States  all  rights  claimed 
by  him  in  such  suit  or  application :  And  provided  furtheTj  That  all  such  leases 
shall  be  made  and  the  amount  to  be  paid  for  oil  and  gas  already  produced  shall 
be  fixed  by  the  Secretary  of  the  Interior  under  appropriate  rules  and  regula- 
tions. 

Following  your  letter  of  January  8  the  subject  was  considered  and 
discussed  among  the  two  Secretaries  and  myself,  and  we  concurred  in 
the  following  views: 

I.  That  there  should  be  substituted  for  section  16  of  S.  2812  the 
amendment  set  out  in  your  letter  of  January  8. 

That  there  should  be  legislation  which  would  protect  the  Govern- 
ment as  to  lands  claimed  by  it  adjacent  to  the  wells  leased  under  the 
proposed  section,  in  order  that  the  oil  on  these  lands  might  not  be 
exhausted  by  the  operation  of  the  wells  leased;  that  this  could  be 
done  by  providing  for  the  lease  or  operation  by  the  "Government  of 
such  adjacent  lands;  that  a  similar  provision  should  also  be  made  for 
the  lease  or  operation  of  wells  and  lands  recovered  by  the  Govern- 
ment ;  that  incidental  to  the  changes  above  recommended,  the  words 
"  oil,  gas,"  in  line  17,  on  page  25,  in  section  30  of  S.  2812,  should  be 
omitted,  as  well  as  the  following  words  in  the  succeeding  lines  18 
and  19 :  "  except  those  reserved  for  the  Navy."  It  was  assumed  that 
section  11  of  S.  2812,  which  provides  for  prospecting  permits,  was 
not  intended  to  apply  to  established  wells  and  proven  oil  territory. 

II.  That  the  power  of  the  President  to  withdraw  additional  lands 
from  entry  in  case  the  necessities  of  the  Government  require  it  should 
not  be  limited,  and,  therefore,  there  should  be  omitted  from  S.  2812 
the  last  portion  of  section  30,  reading  as  follows : 

And  none  of  such  lands  shall  hereafter  be  withdrawn  from  the  operation  of 
this  act  for  a  longer  period  than  one  year  without  the  consent  of  Congress. 

That,  for  a  like  reason,  section  34  of  S.  2812  should  be  omitted. 

III.  That  the  proviso  appearing  in  the  last  part  of  section  32  of 
S.  2812  should  be  omitted,  as  it  would  permit  persons  whose  applica- 
tions for  patents  had  not  been  acted  on  by  the  Interior  Department  to 
put  down  additional  wells;  that  this  would  be  particularly  objection- 
able as  to  parties  who  are  charged  by  the  Government  with  fraud  and 
the  validity  of  whose  claims  had  not  been  determined  by  the  Interior 
Department  or  any  court.   The  proviso  reads  as  follows : 

Provided,  however.  That  in  order  to  assist  in  the  production  of  oil  to  meet  the 
present  emergency  pending  the  Ann  I  determination  of  a  right  to  a  patent  to  nny 
oil  or  gas  lands,  or  the  actual  granting  of  a  lease  upon  oil  or  gas  lands,  as  herein 
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proTided,  the  Secretary  of  tlie  Interior  Is  hereby  authorized  to  permit  increased 
production  of  oil  under  the  terms  of  agreements  autliorized  under  the  provisions 
of  said  act  approved  August  25, 1914,  which  act  is  hereby  continued  iu  force  for 
neh  purpose. 

IV.  That  the  words  "  which  work  may  be  done  on  said  locations 
successively,''  appearing  in  section  17  of  S.  2812,  in  lines  3  and  4,  pa^o 
15,  should  be  omitted,  for  the  reason  that  the  question  of  successive  ac- 
velopment  of  locations  is  now  beingjudicially  considered  in  the  courts 
of  California  and  by  the  Interior  Department  and  that,  in  our  jud«[- 
ment,  it  was  undesirable  that  these  issues  should  be  confused  or  af- 
fected by  this  language  which  might  be  construed  as  legislative  con- 
struction of  the  principles  involved. 

V,  That  the  words  "actual  knowledge,"  appearing  in  the  same 
section  (sec.  17)  of  S.  2812,  in  line  16  of  page  IG,  should  be  substituted 
by  the  word  "  notice,"  as  the  language  used  in  the  bill  was  in  conflict 
with  the  long-established  principles  of  law  governing  the  rights  of 
innocent  purchasers  in  good  faith  for  a  valuable  consideration  with- 
out notice. 

Speaking  for  myself  alone,  I  think  the  proposed  amendment  set  out 
in  your  letter  of  the  8th  would  afford  adequate  relief  to  those  who  in 
good  faith,  acting  on  the  advice  of  counsel  that  the  withdrawal  order 
was  unauthorized,  or  relying  on  the  decisions  of  the  inferior  courts 
to  the  same  eflFect,  expended  money  in  the  development  of  oil  and  gas 
wells.    Regarding  it  as  a  compromise  measure  I  approve  it,  but  it  is 
the  limit  of  liberality  to  which  I  think  the  Government  should  go  in 
dealing  with  claimants  who  are  without  rights  under  existing  law. 
In  response  to  your  request  in  regard  to  H.  R.  3232, 1  will  say : 
1.  The  only  compromise  measure  provided  in  that  bill  for  settle- 
ment of  the  iitigation  involving  withdrawn  oil  lands  appears  in  the 
concluding  proviso  of  section  12  (pp.  12  and  13),  which,  in  granting 
concessions  to  claimants  to  these  oil  lands,  goes  far  beyond  the  pro- 
visions of  section  16  of  S.  2812.    As  to  this  I  can  only  repeat  the  view 
already  expressed  that  the  proposed  amendment  of  section  16  cf 
S.  2812,  set  out  in  your  letter  to  me  of  January  8,  should  be  substi- 
tuted for  the  proviso  just  refeiTed  to,  and  that  this  would  necessitate 
a  further  provision  for  lease  or  operation  by  the  Government  of  lands 
adjacent  to  the  wells  leased  under  the  provisions  of  the  substitute,  and 
also  of  wells  and  lands  recovered  by  the  Government. 

2.  If  suggestion  1  should  be  adopted,  then  the  words  "  and  in  lands 
^thdrawn  or  reserved  for  military  or  naval  uses  or  purposes,"  ap- 
pearing in  lines  7  and  8  of  section  1  of  H.  R.  3232,  should  be  omitted. 

3.  I  assume  that  section  9  is  intended  to  provide  for  prospecting  and 
not  for  the  development  of  lands  on  which  wells  are  in  operation  or 
which  is  known,  because  of  geological  formation  or  otherwise,  to  be 
oil  lands,  and  therefore  language  should  be  used  in  this  section  which 
'^ould  exclude  from  its  o|)eration  all  withdrawn  oil  lands,  or  some 
other  provision  should  be  inserted  in  section  9  which  would  prevent 
the  application  of  its  liberal  prospecting  provisions  to  lands  known  to 
be  oil  or  gas  lands. 

4.  I  confess  that  I  do  not  quite  understand  the  following  language 
used  in  the  first  portion  of  section  12 : 

Ttiat  all  deposits  of  oil  or  gas  and  the  unentered  lands  containinir  the  same 
and  classified  as  oil  or  gas  lands,  or  proven  to  contain  such  deposits,  except, 
iMywever,  those  embraced  in  any  prospecting  permit  during  the  life  of  the  same, 


86  OIL  LEASING  LANDS. 

those  patented  or  for  which  application  for  patent  by  the  permittee  is  pending 
under  the  provisions  hereof,  may  be  leased  by  the  Secretary  of  the  Interior 
through  competitive  bidding,  etc. 

(a)  I  do  not  understand  just  what  is  meant  by  ^^  unentered  lands.'^ 
If  by  this  is  meant  lands  not  embraced  in  applications  for  patents, 

the  prevision  goes  too  far,  because  it  would  include  land  upon  which 
a  valid  discovery  has  been  made  and  to  which  the  right  to  a  patent 
has  vested,  though  not  applied  for,  under  the  existing  mining  law. 

(b)  In  using  the  words  ^^ classified  as  oil  or  gas  lands'^  I  do  not 
quite  understand  how,  when,  and  by  whom  they  are  to  be  "  classified,** 
and  therefore  I  do  not  catch  just  what  is  meant  by  this  expression. 

(c)  By  the  expression  "  proven  to  contain  such  deposits,"  I  do  not 
quite  understand  in  what  manner,  by  whom,  and  when  the  lands  are 
to  be  "  proven." 

(d)  Among  the  exceptions  are  lands  "  embraced  in  any  prospecting 
permit  during  the  life  of  the  same."  If  the  prospecting  permit  pro- 
vided for  in  section  9  did  not  apply  to  withdrawn  oil  lands,  or  if  sec- 
tion 9  is  restricted  in  accordance  with  the  suggestion  I  have  made  in 
section  3  hereof,  then  this  exception  would  seem  to  be  superfluous;  but 
if  any  restriction  is  placed  on  the  operation  of  section  9,  this  exception 
would  seem  to  me  to  be  entirely  too  far-reaching. 

(e)  The  next  exception  is  of  those  lands  "  patented  or  for  which 
application  for  patent  by  the  permittee  is  pending  under  the  provi- 
sions hereof."  I  suppose  this  is  intended  to  apply  to  lands  being 
prospected  under  section  9,  and  if  the  safeguards  I  have  suggested  in 
regard  to  that  section  in  section  8  hereof  are  provided  I  see  no  objec- 
tion to  this  exception. 

If  this  exception  is  intended  to  embrace  patents  and  applications 
for  patents  heretofore  made  under  existing  law  instead  of  ^^  under  the 
provisions  hereof,"  it  is  unobjectionable  as  to  patents.  As  to  existing 
applications  which  may  hereafter  be  denied,  tlie  lands  embraced  in 
tliem  would  probably  fall  within  the  class  that  the  Government  would 
want  to  lease  or  operate. 

6.  The  proviso  appearing  at  the  end  of  section  29  indicates  that 
the  bill  as  drawn  was  intended  to  apply  to  naval  reserves,  and  this 
would  seem  to  be  in  conflict  with  the  language  appearing  in  lines  7 
and  8  of  section  1  of  the  bill  which  I  referred  to  in  section  2  hereof. 

For  the  use  of  the  committee  I  am  preparing  a  schedule  showing 
every  aspect  to  the  litigation  referred  to.  This  will  be  ready  in  a  day 
or  two. 

Very  sincerely,  yours, 

T.  W.  Gregory, 
Attorney  General. 

January  8, 1918. 
The  Secretary  op  the  Navy, 

Washington^  D.  O. 

My  Dear  Secretary  Daniels  :  Will  you  be  good  enough  to  furnish 
the  committee  a  report  of  your  views  on  the  following  amendment 
toH.R.3232? 

That  any  claimant  who,  either  In  person  or  through  his  predecessor  in  interest^ 
entered  upon  any  of  the  lands  embraced  within  the  Executive  order  of  with- 
drawal dated  September  27,  1909,  prior  to  July  8,  1910,  honestly  and  in  good 
faith,  for  the  purpose  of  pros])Gctlng  for  oU  or  gas,  and  thereupon  commenced 
the  discovery  worlc  thereon,  and  thereafter  proeecuted  sudi  work  to  a  dis- 
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coTery  of  oil  or  gas,  shall  be  entitled  to  lease  from  the  United  States  any 
Iffodudng  oil  OP  gas  wells  resulting  /rom  such  work,  at  a  royalty  of  not 
kss  than  one-eighth  of  all  the  oil  and  gas  produced  therefrom,  together 
with  an  area  of  land  sufficient  for  the  operation  thereof,  but  without  the  right 
to  drill  any  other  or  additional  wells :  Provided,  That  such  claimant  shall  first 
pAy  to  the  United  States  an  amount  equal  to  not  less  than  the  value  of  one-eighth 
of  all  the  oil  and  gas  already  produced  from  such  well :  And  provided  further^ 
That  this  act  shall  not  apply  to  any  well  involved  in  any  suit  brought  by  the 
United  States  or  In  any  application  for  patent,  unless  within  90  days  after  the 
spproval  of  this  act  the  claimant  shall  relinquish  to  the  United  States  all  rights 
claimed  by  lilm  in  such  suit  or  application :  And  provided  further.  That  nil  such 
leases  slinll  be  made,  and  the  amount  to  be  paid  for  oil  and  gas  already  pro- 
duced shall  be  fixed  by  the  Secretary  of  the  Interior  under  appropriate  rules 
and  regulations. 

Will  you  be  ^ood  enough  to  let  the  report  show  whether  or  not  in 
your  opinion  this  is  all  the  relief  that  the  oil  claimants  are  entitled  to, 
and  report  to  us  fully  in  the  premises?  The  Committee  on  Public 
Lands  are  anxious  to  do  full  justice  to  the  bona  fide  claimants  in  the 
West,  but  are  anxious  that  no  Government  property  of  any  sort  shall 
be  sacrificed  in  an  effort  to  so  aid  them. 

I  would  like  to  have  this  report  at  your  very  earliest  convenilencey 
and  also  advise  us  if  in  your  opinion  it  would  be  proper  for  us  to 
strike  out  all  relief  provided  in  the  Senate  bill  and  insert  this  instead* 

With  great  respect,  I  am, 
Very  sincerely,  yours, 

ScoiT  Ferris. 


Janttart  19,  1918. 
Hon.  JosEPHus  Daniels, 

Secretary  of  the  Navy. 

My  Dear  Mr.  Secretary  Daniels  :  I  beg  to  inclose  herewith  H.  R. 
3232  and  the  report  thereon.  This  bill,  as  you  are  aware,  has  twice 
passed  the  House  without  a  dissenting^ vote.  This  bill  has  also  been 
three  times  reported  fi-om  the  House  T^ublic  Lands  Committee  with- 
out a  dissenting  vote.  This  bill  has  also  enjoyed  complete  approval 
from  the  Interior  Department  during  the  two  preceding  Congresses 
and  has  been  favorably  reported  on  again  this  Congress.  I  under- 
stand that  yourself,  Secretary  Lane,  and  Attorney  General  Gregory 
have  agreed  upon  a  substitute  for  the  relief  provision  in  section  12 
at  the  bottom  of  page  12  and  top  of  page  13. 

Will  you  be  good  enough  to  give  us  your  views  on  this  particular 
amendment  and  any  objections  or  recommendations  vou  may  have 
as  to  any  part  of  the  other  provisions  contained  in  the  bill  'i 

I  am  also  inclosing  you  herewith  Senate  bill  2812,  which  I  wish  you 
would  examine  critically  and  report  to  us  any  objections  or  recom- 
mendations you  have  thereon.  I  do  this  for  the  purpose  that  the  oil 
men  and  the  Senate  Public  Lands  Committee  are  insisting  upon  the 
retention  of  sections  16  and  17  of  the  Senate  bill,  and  I  would  be  glad 
to  have  the  benefit  of  your  objections  thereto  so  that  both  sides  of  the 
controversy  can  be  submitted  to  the  committee. 

I  know  you  will  pardon  me  for  asking  for  this  report  as  soon  as 
possible  so  that  I  may  make  proper  presentation  of  it  to  the  com- 
mittee, with  the  hope  of  making  an  early  disposition  of  it. 

With  great  respect,  I  am. 
Very  sincerely,  yours, 

Scott  Ferris. 
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Navy  Department, 
.  Washington,  January  US,  1918. 

Mt  Dear  Mr.  Chairman  :  I  beg  your  indulgence  for  the  delay  in 
making  reply  to  your  communications  of  January  14, 1918,  and  Janu- 
ary 19, 1918.  I  assure  you  that  it  was  not  due  to  any  failure  to  realize 
the  importance  of  the  matter. 

With  regard  to  the  general  features  of  the  bill  I  would  prefer  not 
to  be  called  on  to  comment.  While  the  Navy  Department  is  deeply 
concerned  in  the  intelligent  development  and  proper  conservation 
of  the  Nation's  petroleum  supply,  which  enters  so  vitally,  directly 
and  indirectly,  into  the  Navy's  requirements,  I  have  repeatedly  stated 
that  I  do  not  consider  it  within  my  province  to  make  suggestions  as 
to  the  method  of  disposing  of  public  lands,  except  in  so  far  as  that 
action  would  affect  the  naval  reserves. 

The  bill  as  it  passed  the  Senate  excluded  the  naval  reserves,  and 
whatever  may  have  been  my  personal  belief  in  the  so-called  equities 
of  the  claimants,  it  was  not  within  my  province  to  enter  into  a  dis- 
cussion of  the  bill. 

In  my  letter  of  December  13, 1917, 1  pointed  out  what  are  believed 
to  be  certain  ambiguities  in  the  wording  of  H.  R.  3232  with  refer- 
ence to  the  naval  reserves.  Should  it  be  the  intention  of  your  com- 
mittee, as  I  believe  is  from  the  wording  of  section  1,  that  this  act  is 
not  intended  to  apply  to  the  naval  petroleum  reserves,  and  the  word- 
ing was  so  amended  as  to  make  it  clear  that  the  naval  reserves  were 
excluded,  I  would  offer  no  opposition  to  the  bill. 

With  regard  to  sections  16  and  17  of  S.  2812  and  the  proposed 
substitute  section  as  given  in  your  communication  of  January  8,  my 
position  is  fully  outlined  by  the  Navy  Department's  comment  ot 
February,  1917,  on  a  similar  amendment  suggested  by  Senator 
Swanson : 

This  department  has  always  maintained  that  those  who  entered  upon  the 
public  land  after  Its  withdrawal  did  so  In  violation  of  a  valid  order,  on  the 
chance  that  the  order  would  be  held  Invalid ;  and  that  to  ^ant  such  men  les:iS' 
latlve  relief  would  be  to  reward  disregard  of  law  at  the  expense  of  the  persons 
who  respected  the  order,  the  Navy,  and  the  w^hole  Nation. 

In  regard  to  the  naval  petroleum  reserves,  we  have  always  Insisted  that  If 
real  equities  existed,  as  Is  contended,  they  should  be  ascertained  by  a  court  or 
a  commission  and  cared  for  by  compensation  in  money,  and  the  land  set  aside 
as  a  naval  reserve  should  be  held  for  the  use  of  the  Navy.  I  have  held  the  view, 
and  am  still  of  the  opinion,  that  any  question  of  equity  with  reference  to  the 
naval  reserve  lands  ought  to  be  settled  In  an  Independent  measure,  and  not 
as  an  amendment  to  the  general  leasing  bill.  But  If  It  Is  deemed  necessary  In 
the  pending  legislation  to  care  for,  by  a  method  other  than  the  payment  of  money, 
the  asserted  equities  of  those  who,  on  account  of  legal  advice  or  lack  of  knowl- 
edge of  the  law,  In  good  faith.  Invested  money  In  the  development  of  these  lands, 
I  am  of  the  opiulon  that  the  proposed  amendment  would  afford  substantial  relief 
to  all  such  clalmanta  It  would  at  the  same  time  save  a  large  part  of  the  land 
for  the  Navy. 

This  would,  in  my  judgment,  give  them  a  greater  measure  of  relief  than  they 
are  entitled  to,  but  solely  because  I  am  unwilling  for  this  contention  to  prevent 
the  passage  of  the  general  leasing  bill,  which  Is  desiprned  to  open  to  development 
the  natural  resources  of  the  West,  I  shall  be  satisfied  If  the  measure  of  relief 
is  limited  to  that  proposed  by  Senator  Swanson. 

While  I  consider  that  this  provision  offers  very  liberal  relief,  I  am  disposed 
not  to  Interpose  any  objection  to  Its  adoption  In  order  that  the  controversy  may 
be  expeditiously  settled,  but  justice  to  the  Navy  would  not  permit  me  to  assent 
to  any  change  that  would  grant  a  greater  measure  of  relief  or  that  would  au- 
thorize a  lease  to  those  who  do  not,  within  90  days  after  the  approval  of  the  act. 
relinquish  all  rights  claimed  by  them. 
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There  has  been  nothmg  in  the  meantime  to  change  my  views  in 
the  mntter,  and  it  is  as  a  compromise,  and  only  as  a  compromise,  that 
I  would  feel  that  I  could  assent  to  the  provisions  of  the  proposed  sub- 
stitute. 

Sincerely,  yours, 

JosEPHus  Daniels. 
Hon.  Scott  Fesris,  M.  C, 

Chairman  Committee  on  the  Public  Lands^ 

House  of  Representatives^  Washington^  Z>.  C. 


January  14, 1918. 
Hon.  Franklin  K.  Lane, 

Secretary  of  the  Interior^  Washington^  D.  C, 

My  Dear  Mr.  Secretary:  The  complications  that  are  daily  aris- 
ing in  connection  with  the  oil  situation  in  the  West,  also  the  hear- 
ings that  we  have  in  contemplation  for  the  immediate  future,  make 
it  necessary  that  1  have  certain  additional  information  for  the  use 
of  the  committee,  and  I  am  wondering  if  it  would  be  possible  for 
any  of  your  bureaus  to  supply  it.  The  information  I  desire  is  as 
follows : 

1.  The  names  and  subsidiaries  of  the  leading  or  so-called  big  oil 
companies  operating  in  Oklahoma,  California,  Wyoming,  Kansas, 
and  Texas. 

2.  The  amount  of  oil  produced  by  each  of  them  during  the  last 
fiscal  or  calendar  year. 

3.  The  total  number  of  pipe  lines  and  refineries,  including  mileage 
and  capacity  of  pipe  lines;  also  capacity  of  the  refineries,  and  by 
whom  owne^. 

4.  The  total  number  of  oil  claimants,  under  the  placer  law,  in 
Wyoming  and  California. 

5.  To  what  extent  is  dummy  entry  and  other  irregularities  being 
practiced  in  Wyoming  and  California? 

6.  How  man^  suits  are  now  pending  wherein  the  Federal  Gov- 
ernment is  plamtiff  and  oil  companies  are  defendants;  the  style  of 
each  of  the  cases;  the  amount  of  property  involved  in  each  of  the 
suits;  in  what  courts  are  they  pending;  and  what  ones  have  become 
final  judgments? 

7.  How  many  acres  of  oil  land  has  now  been  withdrawn  from  any 
form  of  entry  and  by  whom  withdrawn  ? 

8.  The  number  of  naval  oil  reserves ;  the  acreage  in  each  of  them ; 
the  number  of  producing  wells  on  them;  the  names  of  the  owners  or 
claimants  on  each  of  these  reserves;  the  estimated  amount  of  oil  in 
each  of  them;  the  amount  of  oil  that  has  already  been  extracted,  and 
by  whom. 

9.  The  probable  amount  of  money  required  to  dispossess  these  oil 
occupants  in  the  naval  reserves  through  condenmation  or  seizure. 

10.  If  any  amicable  proposals  are  pending  for  settlement  with 
these  claimants  on  the  oil  reserves,  what  they  consist  of,  and  how 
far  it  has  progressed. 

11.  Has  the  executive  branch  of  the  Government  in  contempla- 
tion the  making  of  any  additional  withdrawals  due  to  the  recent  oil 
locations  in  Wyoming;  and  if  so,  what  areas  and  to  what  extent? 
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12.  The  names  of  the  companies  holding  leases  of  Indian  lands  ii> 
Oklahoma;  the  acreage  each  company  holds;  the  total  amount  at 
oil  produced  from  these  Indian  leases  during  the  life  of  the  leases  ; 
the  total  amount  of  royalties  received  from  the  leases  for  the  benefit 
of  the  Indians;  and  what,  if  any,  additional  leasing  of  Indian  lands 
you  have  in  contemplation. 

I  am  fully  aware  of  the  fact  that  I  am  asking  for  a  lot  of  infor- 
mation, but  I  feel  the  necessity  of  asking  for  it  for  the  benefit  of  my- 
self and  my  committee  in  dealing  with  these  intricate  oil  problems 
that  are  now  before  us.  I  would  appreciate  receiving  this  informa- 
tion as  soon  as  possible,  so  that  we  can  conduct  this  hearing  and^  if 
possible,  make  an  intelligent  disposition  of  the  legislation  affectmg^ 
these  vast  oil  interests  in  the  West. 

With  great  respect,  I  am. 
Very  sincerely,  yours, 

Scott  Ferkis. 

Department  of  the  Interior, 
Washington^  January  SOj  1918. 
Hon.  Scott  Ferris, 

Chairman  Public  Lands  Committee^  Washington^  D.  C. 

Mr  Dear  Mr.  Ferris:  Referring  to  your  letter  of  January  14 
requesting  certain  information  for  the  use  of  the  committee  of  which 

5rou  are  diairman,  I  am  transmitting  herewith  such  information  as 
las  already  been  collected.    The  remainder  will  be  forwarded  to  yoa 
as  soon  as  it  is  obtained.    You  will  recollect  that  there  were  12  ques- 
tions asked  in  your  letter.   The  question  in  each  case  will  be  repeated 
and  the  answer  will  immediately  follow. 
Cordially,  yours, 

Frankuk  K.  Lane,  Secretary. 


Question  i. — ^The  names  and  subsldlflrles  of  the  leading  or  so-called  big  oU 
companies  operating  in  Oklahoma,  California,  Wyoming,  Kansas,  and  Texas. 

Question  2. — ^The  amount  of  oil  prodaced  by  each  of  them  during  the  last 
fiscal  or  calendar  year. 

Answer. — ^The  information  wUl  be  found  in  the  following  table: 


Company. 


OXLilHOMA. 

Ootden  on  A  Oas  Co. 
FnirieOil&OasCo. 


Blnelalr  00  &  Oas  Co. 


Roxana  Petroleum  Co. , 

Gypsy  Oil  Co 

Empire  Gas  A  Fuel  Co. 


Bamsdall  on  Co 

Qnakar  OU  A  Gas  Co. 


Relation  to  other  companies. 


Fresomably  Independent.  Some  of  its  affiliated  companies  are 
Cosden  A  CO.,  Cosden  Pipe  Line  Co.,  Glenn  Pool  ripe  Line 
Co.,  Unkm  Petrolenm  Co.,  Pen-Mar  Oil  Co. 

One  of  the  Standard  Oil  Rroup  and  was  a  subsidiary  of  Standard 
Oil  of  New  Jersey  until  it  was  separated  therefrom  by  dis- 
solution decree  of  the  United  Ptates  Supreme  Court  In  1911. 

An  independent  company  which  has  acquired  a  lar^e  numi  er  of 
smaller  producers.  The  Sinclair  Oil  and  Sinclair  Gulf  are  co- 
interests. 

A  subsidiary  of  the  Royal  Dutch  Shell  group. 

Held  by  Gulf  Oil  Corporal  ion,  an  independent 

Affiliated  with  the  Empire  RennerieB  (Inc.).  Is  an  independent 
concern. 


Originally  controlled  by  Pore  on  Co.   Mow  oootroUed  by  Ohio 
CttiesOasCo. 


Approxl* 
mate  pro- 
duction 
for  1017. 


BarrdM. 


e,747,49Q 
4,250,000 


8,505,000 

4,0H,7OI 

420,000 

1,875,000 


OIL  LEASING  LANDS. 


omnoiti-«MUao«d. 
OMoaikaOMCo 

QimkiT  Oil  ,*  Cm  Cn, 

W™ 

iisSoS?r™*^»--- 

8,110,000 

Bar  hern  ahurhcd  bv  tbfi  Te-ms  To  .  ai  per  c«nt  oT  thr  rtock  nt 
which  ths  Federal  Trmie  rommmion  atatn  Is  ownca  by  tbo 

.r^8!l^o°"  ?:«::::: 

"■!?•!!! 

PrlnanallT  ownod  bv  TIdp  Wslcr  Oil  Co..  some  orihBBInck  o[ 
which  |g  held  hw  slocVhoUlm  (n  the  Btandird  niH-n.,  Ihaui'h 
liUUE^erai  owl  Ihnilhe  Tide  Water  OU  Co.  U  not  coalKlled 

S.60T,0<» 

i,iiV,nn 

«.SiJ:a 

TKXA3. 

2,W,t» 

A  iHwijr  atganlied  ogmpuiy  In  Teias  and  Is  beUnvd  to  be  lod^ 

7,027,OT 
I,7»,0<» 

Hmiibto  OU  A  BcnolncCo. 

3.m.m 

!SIS?5El.'?°.?.::: 

?:^;S 

'iS 

S]jS\yy°-*|!^'°g]'*- 

v"'.^';^j^"t 

I:S8:S 

rfSsS"*" 

Od«  t^  tha  I>obMi7  IntecMU,  pnninnblr  with  no  BUndtfd  OU 

uT.nr 

i-id.). 

>  Imiuda  HI  Al „., r 

•  tnelwln  aim  R«h  Oil  r«.,  TniM  Oil  r« 
•iDdodaaAretanitOIICo.      -  ~  -  ■   ■ 


brioncnfto  HacnolU  Petnileiim  Co  preducad  from  ](4ntl«  owMd  IIBMS. 

"-   "^ha  OllOo.,^ndOk^'' ■>.-.- om-. 

SaltLakaOUCo. 
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Answer. — ^The  following  list  gives  the  refineries  according  to  the  records  of 
the  Bureau  of  Mines  and  the  total  daily  capacities  by  districts. 

Such  information  as  the  department  has  on  file  concerning  the  mileage  and 
capacity  of  pipe  lines  is  given  in  the  next  table.  The  mileage  in  many  cnaes 
has  been  estimated  and  the  capacity  of  practically  every  line  has  been  ooii»* 
puted  on  a  basis  of  the  average  quantity  of  oil  handled  daily  in  1917. 

lAst  of  refineries  as  of  September  30, 1918. 

EAST  COAST  DISTBICT. 

Atlantic  Refining  Co Point  Breeze,  Pa. 

Interocean  Oil  Co Baltimore,  Md. 

Manufacturers*  Parafllne  Co Cliester,  Pa. 

Prudential  Oil  Corporation t^iii-field,  Md. 

Pure  Oil  Co Marcus  Hook.  Pa. 

Standard  Oil  Co.  (N.  J.) Baltimore,  Md. 

Standard  Oil  Co.  (N.  J.) Uahway,  N.  J. 

Standard  Oil  Co.  (N.  J.) Bayonne,  N.  J. 

Standard  Oil  Co.  (N.  J.) Jersey  City,  N.  J. 

Sunlight  Oil  &  Gasoline  Co Philadelphia,  Pa. 

Tide  Water  Oil  Co _.Bayonne,  N.  J. 

U.  S.  Asphalt  Uefinlug  Co Baltimore,  Md. 

Vacuum  Oil  Co Paulsboro,  N.  J. 

Sun  Co Marcus  Hook,  N.  .T. 

Total  daily  capacity  of  district  (in  barrels  of  42  gallons),  153,725. 

Oil  is  obtained  from  Appalachian,  Mid-Continent,  Mexico,  Illinois,  and  Texoai 

PENNSYLVANIA,   NEW  YOBK,  EASTERN   OHIO,   AND   WEST   VISGINIA. 

Amber  Oil  Co Stoneham,  Pa, 

Amarican  Oil  Works Titusville,  Pa. 

Atlantic  Refining  Co Franklin,  Pa. 

Atlantic  Ketining  Co Pittsburgh,  Pa. 

Beaver  Refining  Co Washiugton,  Pa. 

Butler  County  Refining  Co Bruin,  Pa. 

Canfield  Oil  Co Coraopolis,  Pa. 

Canfield  Oil  Co Cleveland.  Ohio. 

Clarendon  Refining  Co Clarendon,  Pa. 

Conewango  Refining  Co Warren,  Pa. 

Continental  Refining  Co Oil  City,  Pa. 

Cornplauter  Refining  Co Warren,  Pa. 

Crew  Levick  Co ' Titusville,  Pa. 

Crew  Levick  Co Titusville,  Pa. 

Crew  Levick  Co Warren,  Pa. 

Crystal  Oil  Works Roiiseville,  Pa. 

W.  H.  Daugherty  &  Son  Refinlug  Co Petrolia.  Pa. 

Elk  Refining  Co Falling  Rock,  W.  Va, 

Emery  Manufacturing  Co Bradford,  Pa. 

Emlenton  Refining  Co Kmlenton,  Pa. 

Empire  Oil  Works Reno,  Pa. 

Freedom  Oil  Works Freedom,  Pa. 

Independent  Refining  Co Oil  City,  Pa. 

Island  Petroleum  Co Neville  Island,  Pa. 

Kendall  Refining  Co Bradford,  Pa. 

A.  D.  Millers  Sons  Co Pittsburgh,  Pa. 

Mutual  Refining  Co Warren,  Pa. 

National  Refining  Co FIndlay.  Ohio. 

Ohio  Cities  Gas  Co j Charleston,  W.  Va, 

Ohio  Valley  Refining  Co St.  Marys,  W.  Va. 

Penn-American  Refining  Co Rousevitle,  Pa. 

Penn  Oil  Products  Refining  Co Eldred,  Pa. 

Penn  Refining  Co Karns  City,  Pa* 

Petrolia  Refining  Co Petrolia.  Pa. 

Pittsburgh  Oil  Refining  Co CoraopoHs,  Pa. 

Seneca  Oil  Works Warren,  Pa. 

L.  Smith  Refining  Co Clarendon.  Pa. 

Standard  Oil  Co.  (N.  Y.) JBuflalo,  N.  Y. 
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Standard  Oil  Co.   (Ohio) .Clevelnnd,  Ohio. 

Swmlanl  Oil  Co.   (N.  J.) Parkersburg,  W.  Va. 

StarilRht  Refining  Co Knrns  City.  Pa. 

Sterling  Oil  WorIvS Marietta,  Olilo. 

Superior  Oil  Works Wnrren.  Pa. 

Tfona  Refining  Co Clni-endon,  Pa. 

ritusville  Oil  Works TItusville,  Pa. 

Unire<l  Refining  Co Warren.  Pa. 

ViKUiim  Oil  Co Olean,  N.  Y. 

Valvollne  Oil  Works Enst  Butler,  Pa. 

Vulcan  Oil  Refining  Co Coraopolls,  Pa. 

Warner-Quinlan  Asphalt  Co Cairo,  W.  Va. 

WaiTen  Refining  Co Warren,  Pa. 

Waverly  Oil  Works Pittsburgh,  Pa. 

WeIlR\ille  Refining  Co Wellsville.  N.  Y. 

Wilburine  Oil  Works Warren,  Pa. 

Total  daily  capacity  of  district  (In  bnrrels  of  42  gallons),  07,625. 
Oil  is  obtained  from  Pennsylvania,  Illinois,  Mid-Continent,  and  Lima. 

WESTERN    OHIO,   INDIANA,   IIXINOIS,   AND   KENTUCKY. 

Centrnl  Refining  Co Lawrencevllle,  III. 

Craig  Oil  Refining  Co Ironvllle,  Ohio. 

Oenernl  Refining  and  Producing  Co Nashville,  Tenn. 

Indian  Refining  Co Lawrenreville,  111. 

lipader  Oil  Co Casey.  111. 

New  Proces?s  Refining  Co .Toilet,  III. 

Paragon  Refining  Co Toletlo.  Ohio. 

Solar  Refining  Co Lima.  Ohio. 

Standard   Oil    Co.    (Ind.) Whiting,  Ind. 

Standard   OH   Co.    (Ind.) Wood  River,  lU. 

Sun  Co Tole<lo,  Ohio. 

Texas  Co T^ckport,  III. 

Wabash  Refining  Co Rohlnson,  111. 

Middle  West  Kefiniug  Co Columbus,  Ohio. 

Total  dally  capacity  of  district  (in  barrels  of  42  gallons),  72.100. 

Oil  is  obtained  from  Illinois,  Ohio,  Kentucky,  Indiana,  and  Mid-Continent. 

OKLAHOMA  AND  KANSAS. 

Ames  Refining  Co Cushing,  Okla. 

AtAvood  Refilling  Co Oklahoma  City,  Okla. 

Renedum-Trees  Oil  Co Boynton,  Okla. 

Canfleld  Refining  Co Yale,  Okla. 

Cliamplaln  Refining  Co Enid,  Okla. 

Cities  Service  Co Independence,  Kans. 

Commonwealth  Oil  &  Refining  Co Moran,  Kans. 

Coasolidated  Oil  &  Refining  Co Cleveland,  Okla. 

Consolidated  Oil  &  Refining  Co East  St  Louis,  Mo. 

Constantin  Refining  Co West  Tulsa,  Okbi. 

Consumers  Refining  Co Cushing,  Okla. 

Continental  Refining  Co Bristow.  Okla. 

Oowlen  &  Co West  Tulsa,  Okla. 

Coaden  &  Co Bigheart.  Okla. 

Crescent  Refining  Co New  Kirk,  Okla. 

Crystal  White  Refining  Co Allen.  Okla. 

Cushing  Petroleum  Products  Co Cushing,  Okla. 

El  Dorado  Refining  Co El  Dorado,  Kans. 

Empire  Refining  Co Cushing,  Okla. 

Empire  Refining  Co Cushing,  Okla. 

Empire  Refining  Co Okmulgee,  Okla. 

Empire  Refining  Co Ponca  City,  Okla. 

Empire  Refining  Co Oklahoma  City,  Okla. 

General  Refining  Co ICansas  City,  Kans. 

Golden  Rule  Refining  Co Wichita,  Kans. 

Great  American  Refining  Co Jennings,  Okla. 

Gieat  Western  Oil  Itefiulug  Co Erie,  Kans. 

Hlllman  Refining  Co .Cushing,  Okla. 
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Hutchinson  Refining  Co JIutchlnson,  Kons. 

Illinois  Oil  Co Cuslilng.  Okla. 

Imperial  Refining  CJo ^Tulsa,  Olcla. 

Indinhoma  Refining  Co East  St  Louls»  IlL 

India hoina  Refining  Co Okmulgee,  Okla. 

Inland  Refining  Co Cushing,  Okla. 

Interstate   Refining  Co Yale,  Okla. 

Kanotex  Refining  Co ^Caney,  Kans. 

Kansas  City  Refining  Co Kansas  City,  Kans. 

Kansas  Cooperative  Refining  Co ^Chnnute,  Kans. 

Kansas  Oil  Refining  Co ^CoflFeyville,  Knns. 

I^ke  Park  Refining  Co ^Okmulgee.  Okla. 

Lawton  Refining  Co Law-ton,  Okla. 

Lesh   Refining  Co Arkansas  City,  Kans. 

Mid-Co.  Gas  Co West  Tulsa,  Okla. 

Midland  Refining  Co IZX  Dorado,  Kans. 

Miller  Petroleum  Refining  Co Humble,  Kans. 

^luskogee  Refining  Co JVIuskogee,  Okla. 

National   Refining  Co Coffey ville,  Kans. 

North  American  Refining  Co Pemeta,  Okla. 

North  American  Refining  Co.  of  Kan<^as Rosedale,  Kans. 

North  American  Refining  Co.  of  Missouri ICansas  City,  Mo. 

O.  K.  Refining  Co >:iotaze,  Kans. 

Ohio  Cities  Gas  Co Ardmore,  Okla. 

Ohio  Cities  Gas  Co .Cushing,   Olcla. 

Ollton  Refining  Co Oilton,  Okla. 

Okmulgee  Producing  &  Refining  Co .Okmulgee.  Okla. 

Oneta  Refining  Co Oneta,  Okla. 

Ozark   Refining   Co Fort  Smith,  Ark. 

Pan-American  Refining  Co West  Tulsa,  Okla. 

Pawnee  Oil  Refining  Co Yale,  Okla. 

Petrol  Refining  Co Yale,  Okla. 

Phoenix   Refining  Co Snnd  Springs,  Okla. 

Pierce  Oil  Corporation Sand  Springs,  Okla. 

Perfection  Refining  Co Cushing,  Okla. 

Producers  &  Refiners  Corporation .Blackwell,  Okla. 

Riverside  Fuel  &  Oil  Co .Ollton.  Okla. 

ICoxnna   Petroleum   Co .Cushing,  Okla. 

St.  Joseph  Viscosity  Oil  Co St.  Joseph,  Mo. 

Snpulpa   Refining  Co Suputpa,  Okla. 

Sinclair   Refining   Co Arf;entlne,  Mo. 

Sinclair   Refining   Co Chanute,  Kans. 

Sinclair  Refining  Co Coffeyvllle,  Kans. 

Sinclair  Refining  Co Cushing,  Okla. 

Sinclair  Refining  Co ^Tuskogee.  Okla. 

Sinclair  Refining  Co Vinlta,  Okla. 

Southern  Oil  Corporation ^Yale,  Okla. 

Standard  Oil  Co.  (Kans.) ^Neodesha.  Kans. 

Standard  Oil  Co.  (Ind.) Sugar  Creek,  Mo. 

Sun  on  Co .Yale,  Okla. 

Texas  Co ^Tulsn.  Okla. 

Uncle  Sam  Oil  Co Cherryvale,  Kans. 

Walnut  River  Refining  Co .jAugusta,  Kans. 

Western  Refining  Co .Wichita,  Kans. 

White  Eagle  Petroleum  Co Augusta.  Kans. 

Wichita  Ind.  Consolidated  Cos ^Wichita,  Kans. 

Wllholt  Refining  Co Joplln.  Mo. 

Yale  Oil  Corporation .Yale,  Okla. 

Total  dally  capacity  of  district  (In  hnrrela  of  42  gallons),  231,775. 
Oil  is  obtained  from  Oklahoma  and  Kansas. 

TEXAS  AND  LOUISIANA. 

American  Oil  Refining  Co Freeport,  lia. 

Avis  Refining  Co .Tacksboro.  Tex. 

Caddo  Oil  &  Refining  Co Preeport.  La, 

Empire  Refineries  ( Inc. ) jQalnsvllle.  Tex. 

Freeport-Mexlcan  Fuel  Oil  Corporation J^few  Orleans,  La. 


I 

I 
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Gulf  Refintni?  C5o Port  Arthur.  Tex. 

Gulf  Uetlnlnp  Co Fort  Wc»rtli.  Tex. 

Humble  Oil  &  Refining  Co Humble,  Tex. 

Humble  OH  &  Refining  Co Ssin  Antonio.  Tex. 

Liberty  Oil  Co New  Orlenns,  Ln. 

Louisinun  Oil  Refining  Corporation Ons  Center.  Ln. 

Hfl^oUn  Petroleum  Co Fort  Worth.  Tex. 

Mas:nolin  Petroleum  Co Corskinin.  Thx. 

Mnsnolin  Petroleum  Co Renuniont.  Tex. 

Mexican  Petroleum  Co Pestrehini.  La. 

Oriental  Oil  Co Oriental.  Tex. 

I*aiiham11e  Refining  Co Wirliltji  FsiIIs.  Tex. 

relicsin  Oil  Itefining  Co Chalniette.  Iji. 

IVtroleuni  Refining  Co (Galena.  Tex. 

Pierce  Fonlyce  Oil  Association —Texas  City.  Tex. 

Pierce  Fordyce  Oil  Association .North  Fort  Worth,  Tex. 

Texas  Co Port  Arthur.  Tex. 

Texas  Co Pnrt  Nerhes,  Tex. 

Texas  Co Ciates.  Tex. 

Thrall  Oil  Refllnlng  Co Thrall  Tex. 

Wichita  Valley  Refining  Co I«»\va  Park.  Tex. 

Standard  Oil  Co Baton  Rouge.  La. 

Total  daily  capacity  of  district  (In  barrels  of  42  gallons).  245.715. 
Oil  is  obtained  from  Texas,  Louisiana,  Oklahoma,  auci  Mexico. 

ROCKY   MOUNTAIN   DISTRICT. 

American  Oil  Processes  (Ltd.) Ix>onils.  Colo. 

MUl\i*est  Refining  Co Casj>er.  Wyo. 

Miihrest  Refining  Co Oreyhnll.  Wyo. 

Northwestern  Oil  Refining  Oq Crowley.  Wyo. 

Stamlanl  Oil  Co.  (Ind.) Cas|»er,  Wyo. 

United  Oil  0> J'hu-ence.  Colo. 

Utah  Oil  Refining  Co Salt  I-akeClty.  Utah. 

Total  dally  capacity  of  district  (in  barrels  of  42  gallons).  33.800. 
Oil  Is  obtained  from  Wyoming,  Oklahoma,  and  Colorado. 

CALIFORNIA. 

AnuHgRmated  Oil  Co. J.os  Angeles.  Cal." 

American  Oilfields  Co 1- VI lows,  Cal.* 

American  Petroleum  C!o Coallng:i.  Cal.* 

A<q>haUum  &  Oil  Refining  Co I.ow  Angeles,  Cal. 

Associated  Oil  Co Avon.  Pal. 

Aj^sociated  Oil  Co Oavlota.  Cal. 

Calif onda- Fresno  Oil  Co l«'resno.  Cal. 

California  Oil  &  A.sphalt  Co J.os  Airjeh^*.  Cal. 

C^ipltol  Crnde  Oil  Co Sanra  Paula,  Cal. 

Pjilrchlld-Ollniore-Wllton  CJo l.os  Angeles.  Cal. 

General  Petroleum  Co Vermai.  Cal.* 

Golden  State  Oil  Co l^)s  Angeles.  Cal. 

Jonlan  Oil  Co ^ I.»»s  .\ngeles  Cal. 

King  Refining  Co Kern  River.  Cal. 

Pioneer  Paper  Co Vernon,  Cal. 

Producers'  Itefining  Co Kern  Itiver.  Cal. 

Puente  Oil  Co Chlno.  Cal. 

Richfield  Oil  Co J^akeistirl,!.  Cal. 

Richfield  Oil  Co l.iis  Angeles.  Cal. 

Jit.  Helens  Petroleum  Co J-'nllerton.  Cal.* 

C  L.  Seager .Tulare.  Cal. 

The  Shell  Co.  of  California Coallnga.  Cal. 

Tlie  Shell  Co.  of  California Martin*'/..  Cal. 

Ktanilard  Oil  O).  (Cutifornla) Haki^rsfielil,  Cal. 

S^tanilard  OH  Co.  (California) FJ  Seirnmlo.  Cal. 

Stnadanl  Oil  Co.  (California) Kirhniiind.  Cal. 

I'unier  OH  Co l^»s  Angeles.  Cal. 

Union  Oil  Co Avila  CjiI* 

^  Topping  plaot«. 
4747^-18 4 
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Union  Oil  Co Bi*tterav!a,  C3aL 

Unltm  Oil  Co Brwi.  Cnl. 

Union  on  Co MiiUlin.  Cal. 

Union  on  Co (V.enra.  Cnl. 

Union  on  Co Snntn  r«uln,CaL 

Ventura  Uetlntn^  Co Klllniore,  CnL 

AVnion  Oil  Ketlnlug  Co Vernon.  Cal. 

AVIlsliIre  Oil  Co Los  Angeles,  CaL 

Total  dally  capacity  of  district  (la  barrels  of  42  gallons),  282,310. 
on  Is  obtained  from  California. 
Total  dally  capacity  of  United  States  refineries  (in  barrels  of  42  gallon] 
1.087,000. 

LUi  of  the  principal  pipe  Une$  in  the  United  StateSt  their  approximate  milt 

and  capacities. 


Pipeline. 


Alhiwe  Pipe  Line  Co. 

Amalfltmstcd  Oil  Co. 

ABSoriatedOilCo.... 

Do 


Anodated  Pipe  Line  Co. 


Do. 


Baekeye  Pipe  Line  Co.: 
Lima  division 


Haeksbarg  division. 


CosAenACo 

Cosden  Pipe  Line  Co. 


Crew»nt  Pipe  Line  Co 

Cumberland  Pipe  Line  Co. 


Emory  Pipe  Line  Co. 
Empire  Pipe  Line  Co. 


Do 

1)0 

Do 

Eureka  Pipe  Line  Co. 


Franklin  Pipe  Co 

General  Pipe  Line  Co. 

Do 

QullPipeUneCo.... 


Do. 
Do. 
Do. 


Oulf  Pipe  Line  Ca  of  Oklahoma 
Oulf  Reflning  Co.  of  Louisiana. . 


Illinois  Pipe  Line  Co. . 

Do 

Do 

Do 

Indiana  Pipe  Line  Co. 


Magnolia  Petroleum  Co. 

Do , 

Do 

ICMwest  Refining  Co..., 


National  Pipe  Line  Co. 


Approxi- 
mate 
mileage 
trunk 
line?  and 
laterals. 


40 
7 

flO 

291 

278 

1700 

>350 


315 
M75 

>4W 
85 

67 

70 

55 

14,500 


Short. 

150 

62 

458 

70 

117 

124 
875 

21 

11,300 
25 
15 

20 
igjO 

600 

I3r 

1150 
>00 

•  00 


From— 


Alhiwe  district.  Okla.. 
Salt  I^-e  district.  Cal. 
rofdinpa  dlstnct,  CaL. 
Santa  Barbara  Coimt/. 

f'al. 
Kern  River  district, 

Cal. 
Sunset  district,  Cal.. . 


Ohio  •  Indiana 

boimdary. 
Eastern  Ohio.. 


State 


Adjacent  wells 

Various  Oklahoma  dl 
districts. 

OrecKS,  Pa 

Southeastern  Ken- 
tucky. 

Adjacent  dl  districts. . 

Eldorado  and  Au- 
fnista,  Kans. 

Ponca  Clt  V,  Okla. 

Korthem  OVIahoma .. 

Hcaldton,  OVia 

Kentucky  -  West  Vir- 
ginia boundary  and 
Ohio-West  VlrginU 
boiindarr. 

A  diacent  fields 

Midway  district,  Cal.. 

LlehcrCjCal 

Texas-Oklahoma  State 
line. 

Batson,  Tex. 


Louisiana-Texas  State 

line. 
Saltillo  Station.  Tex. . . 
Bartlesville,  Okla 


Mansfield,  La. 


Alton,  III 

Orass  Creek,  Wyo. 
Elk  Basfai,  Wyo. 
BigMuddv,  Ws 
Griffith,  Ind. 


^yo. 


Electra,Tex , 

Healdton.  Okla 

rushing  district,  Okla. 
Salt   i:reek    district, 

Wyo. 
Oil   fields  In   Wood 

County,  Ohio. 


To- 


CofTeTTllle,  Kans. 
I.os  .Anxeles,  Cal. 

Mnntcrey.  Cal 

Gaviota.Cal 


Port  Costa,  Cal. 
.....do......... 


TranTr-ll 
capadly. 


Ohio  -  Pennsylvania 
Ftate  boimdary. 

Ohio  -  Pennsylvania 
and  Ohio- West  Vir- 
ginia boundary. 

Bfghoart,  Okla 

West  Tulsa,  Okla 


Marcus  Hook,  Pa 

Kentucky-West    Vir- 
ginia boundary. 

Bradford,  Pa 

Ponca  City,  Okla 


Norfolk,  Okla 

Independence,  Kans.. 

Oalnesville,  Tex , 

West   Virginia-Penn- 
sylvania boundary. 


Franklin,  Pa 

Los  Angeles,  Cal. 

Mojave,  Cal 

Port  Arthur,  Tex. 


Sour  Lake  and  Hous- 
ton. Tex. 
Lufkin  Station,  Tex. . . 


Fort  Worth,  Tex 

Oklahoma  -  Texas 
boundary. 

Louisiana-Texas 
boundary. 

Centcrbridge,  Pa 

Chatham,  Wyo 

Frannie.  Wyo 

Casper,  Wyo 

Indlana-Onio  bound- 
ary. 

Sabine.  Tex 

Fort  Worth.  Tex 

Addlngton,  Okla 

Casper,  Wyo 


2.r 

0. 

l.s.( 

13,i 

2».< 
t76,( 
110,00^ 

>S0| 

«30,  ooq 

t  5.000 
a  10,000 

1 1,000 

•35,000 
>65,000 


*150 
25,000 


I 


28,000 

6,000-14,000 

4,000-0,000 

7,000 
8,000-25,000 

10,000 

160.000 

•20,000 

1 110,000 


Findlay,  Ohio. 


1 15,000-0),  000 
« 15,000-00,000 
s  50.000 
•13,000 

•1,000 


I  Estimated. 

•  Capacity  estimated  on  basis  of  average  qnantity  of  oil  handled  dally  in  1017. 

•  Includes  gathering  lines. 
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List  of  the  principal  pipe  Una  in  the  United  States,  etc. — Continued. 


Pipeline. 


Nadonel  Pipe  Line  Co 

NatSaoai  Treosit  Co 

I>o 

Do 

Do 

Do 

Ncv  York  TFensitCo...^ 

Do 

Northem  Pipe  Co 

Okkhome  Pipe  Line  Co 

PvBcoD  Refining  Co 

Pnirfe  Pipe  Line  Co 

Do 

Do 

Do 

Prodnoen  A  Rollnen  Pf  pe  Line 

Co.  ^ 

PwKluccri  Tnuisportation  Co... 

Do .vT 

Do 

Do 

Do 

Do 

Pure  on  Pipe  Line  Co 

Rio  Bravo  6fl  Co 

&iiicfaUr^CiidBhj  Pipo  LineCo.. 

Do 

Do 

Bootbcrn  PJI^  LineCo 

Bouthwwtern  PennsylTanla 

Pipe  Lines. 
Btandeni  Ofl  Co.  (CeUfornta)... 

Do ;.... 

Do 

Do 

Do 

Do 

Do 

Standaid  Oil  Co.  of  Loolriuia.. . 
SooCo 

Bon  ripo  l^ine  Co 

Texas  Co.  (main  llDiB) 

Do 

Do 

Do 

^Do 

Texas  Co.  (lateralii) 

TMewater  Pipe  Co.  (main  line). 
Tidewater  Tlpe  Co.  (laterals).. 

UnioQOflCo 

Do 

Do 

Villey  Pipe  TJne  Co 

^nbtirine  Pipe  LineCo 

Yariwla  Pipe  Line  Co 

Yartioia  Pipe  Line  Co.  (imder 
eoostracttoo). 


Approxi- 
mate 
miloan 
.truDK 
lines  and 
laterals. 


1110 

305 

175 
35 

70 

70 

130 

> 1,100 

525 

220 
1237 

701 
1,820 

00 
86 

210 

41 
50 


13 
3 

74 
2S0 

13 
050 

70 
300 

1,130 

1,050 

281 

33 
29 
21 
24 
45 
32 

522 
I2S0 

1100 

742 

IfiO 

253 

06 

60 

222 

830 

1,020 

65 
43 
51 

170 
125 
135 
400 


Ofl  fields  In  sontb- 

eastem  Ohio. 
Nedska,Pa 


Colefoxive,  Pa , 

ICllway,  l^a 

.....do 

do 

Pennsylvania  •  New 

York  boundary. 
Clean,  N.Y , 


Tt^ 


ICarietta,  Ohio. 


Pennsylvania-Ohio 

boundary. 
Creeir  Coonty.  OMa. . . 
Sandusky  County, 

Ohio. 
Cashing;  district,  Okla. 
Humboldt,  Kans 


McCiirtaln,  Okla 

Eldorado  and  Augus- 
ta, Kans. 
Watertown,  Ohio 


Coalini^a  district,  C^l. . 
Sunset  district.  Cal. . . . 
Kern  River  district, 

Cal. 
Lost  HOh  district.  Cal. 
Belridge  district,  (^. . 

Junction,  (Tai 

Morgantown,  W.  Va. . 

Saratoga,  Tex 

Cuahing  district,  Okla. 


.do. 


New    York- Pennsyl- 
vania boimdary. 

Milway.  Pa 

Fa«-n  fl  rove.  Pa 

Point  Breeze,  I*a 

Centerbridge.  Pa 

Buflak>,N.Y 


Bayonne,  N.  J.,  and 
Long  Island,  N    Y. 
Pennsylvania-New 
York  boundary. 

MeCurtain,  Okla 

Toledo.  Ohio 


Humboldt.  Kans 

Snear  Creek,  Mo.,  and 
Wood  Rivor,  111. 

Ida.  La 

Neodesha,  Kans 


Titusville,  Pa. 


Junction,  Cal.... 

do 

McKlttrick,  Cal. 


Trunk  Line,  Cal 

do 

Port  San  I<.uls,  Cal . . . 
Marcus  Hook,  Pa.... 

Sour  Lake,  Tex 

Kansas  City  and  Chl- 

ciieo. 
CofreyvlIle,Kans. 


Branches  and  laterals  in  Oklahoma  and  Kansas. 

Pennsylvania  -West  I  Philadelphia,  Pa 

Vtrfflnia  boimdary.  I 

Oporates  exclusively  In  southwestern  Pennsyl- 
vania. 


Kern  River  district, 

Cal. 
Midway  dlstrkrt,  Cal. . 
Cooltnpa  disfrtet,  Cal. . 
Lost  Hills  district,  Cnl. 
Northan  district,  Cal.. 
Newhall  district,  Cal.. 
Santa  Mina  district, 

Cal. 

Ida,  La 

Seneca  and  Wood  Covay- 

tl<4,  Ohk>. 
Humble,  Tex.... 
BartlesvUle,  Okla 

Lloctra,Tex 

Vivian,  La 

Evangeline.  Tex. 


Richmond,  Cal. 


Bakersfleld,  Cal 

Mendota.  Cal 

Pond,  Cal 

El  Segundo,  Cal 

Ventura,  Cal 

I'ort  Hartford,  Cal., 


Baton  Rouce,  La. 
Toledo,  Ohio 


Sabine  Pass,  Tex. 
Port  Arthur,  Tex. 
West  Dallas,  Tox. 
Port  Arthur,  Tex. 
Garrison,  Tex.... 
Sherman,  Tex.... 


and 


Healdton,  Okia 

In  Oklahoma  and  Texas. 

Stoy,  in I  Bavonne.  N.  J.. 

In  Pennsylvania,  New  York,  Illinois, 

Indiona. 

Orcatt,  Cal |  Port  San  Luis.  Cal. . . . 

Local  lines  in  Ventura  County,  Cal. 

Local  lines  in  Los  Angeles.  Orange  County 

fields,  Cal. 


Coalinga  district.  Col. 
Shannopin,  Pa. 
Healdton,  Okla. 
Cushing,  Okla.. 


Ban  Francisco  Bay 

Warren.  Pa 

Cushing,  Okla 

St.  Lotus,  Mo 


Trunk-line 
capacity. 


BbU.  daUv. 
«50Q 


•75,000 

•55,000 

•60,000 

35  000 

4,000 

20,0n0>1flO,()QO 
01,000-25,000 

31,000 


•0,000 

15,000 
20,000 


30,000 

•  10,  an 

•1,500 

•60,000 

•51,000 

•45,000 

65,000 

65,000 

25t,noo 

20,000 

27,000 

1,400 

20,000 

35,000 
•1,000 

•21,000 

10,000-20,000 

12,000-17.000 

16,000-20,000 

0,A00 

12,000 


U1,000 


25.000 

•5.000 

•0.000 

•36,000 


1  Inclodes  gathering  lines. 

'  OafMUity  estimated  on  tesb  <d  eTcraga  quantity  of  oil  handled  dailT  in  1017 
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Question  4. — ^The  lotnl  number  of  oil  claimants  under  tlie  placer  law.  In 
Wyoming  and  California. 

Answer. — ^Tlie  records  of  the  department  show  tliat  on  withdrawn  lands  in 
Cnlifornia  there  are  now  pending  119  unclear-liste<l  applications  for  mineral 
patent  covering  27,860.27  acres  and  for  witlidrawn  lanils  In  Wyoming  there 
are  58  applications  covering  8,000  ncres.  In  addition  there  ore  a  number  of 
claimants  for  withdrawn  lands  both  in  Cadifornia  and  Wyoming  on  which 
tliere  jire  proilucing  wells,  but  no  application  for  patent  has  been  made.  1  am 
not  advised  as  to  the  exact  numl>er  of  claimants.  Most  of  the  applicjitUais 
have  been  made  by  Incorporate*!  oil  companies,  s<ane  by  as.«;ociations  and  sev- 
eral by  individuals.  Tliere  are  doubtless  others  who  claim  interests  by 
leases,  contracts,  inheritance,  and  otherwise.  As  to  claims  to  lands  that  have 
not  been  applied  for,  particularly  on  unwlthdrawn  lands,  I  have  n«)  tleflnite 
Information. 

Qncslion  5. — ^To  what  extent  is  "dunmiy"  entry  and  other  Irregidarities 
being  practiced  in  Wyoming  and  California?  • 

Aiutiocr. — ^This  can  lie  told  only  by  the  results  of  the  trials  now  pending. 
I  might  state,  however,  that  of  the  119  cases  in  Califm-nia  this  irregidarity. 
Involving  one  or  more  of  the  locators,  has  Imhm)  the  basis  of  one  of  the  charges 
in  50  of  the  cases  proceede<l  against  covering  10,494.08  a<res.  of  wlUi'h  16 
cases  covering  3,801.05  acres  are  for  lands  within  naval  i'es4»rve  No.  2.  Cali- 
fornia. These  119  cases  do  not  involve  lamls  wlildn  California  naval  res**rve 
No.  1,  or  Wyoming  naval  reserve  No.  3.  The  dunnny  charge  has  been  pre- 
ferred in  one  Wy<»mlng  cttse  Involving. 100  acres  :ind  may  be  <llrecteil  In  othei*s. 
Other  charges  have  usually  InvolveiT  questi«>ns  of  discovery  or  conf1l<'t  with 
the  withdrawals.  These  questions  hav»;  arisen  more  as  a  matter  of  erroneous 
Ju<lgment  than  of  "  irregularity." 

Question  6. — This  information  will  be  furnished  later. 

Question  7. — How  many  ncres  of  <)il  la  ml  has  now  been  withdrawn  from 
any  form  of  entry,  and  by  whom  witlidrawn? 

Answer, — There  are  Include<l  In  existing  tietroieum  withdrawals  6.348,048 
ncres  of  which  only  a  part  is  In  public  ownership.  The  anamnt  of  private 
lands  includetl  within  the  withdrawn  nrejis  an«l  not  afFwttMl  by  the  with- 
drawals is  not  known,  but  nmy  vary  from  25  to  50  per  cent.  All  of  these 
withdrawals  have  teen  made  by  the  President  under  the  authority  of  the 
withdrawal  act  (30  Stat..  847). 

Question  S. — This  information  will  be  furnlshtMl  later. 

Question  9. — This  informal  Ion  will  l»e  furnlsheil  later. 

Question  10. — If  any  amicable  pri>posals  sire  |H*iidlng.  for  settlement  with 
these  claimants  on  the  oil  reserve,  Arhat  they  ci»nsist  of,  and  how  far  it  has 
progresse<l  ? 

AnsiDCi'. — So  far  as  known  to  this  department,  there  have  Ihhmi  no  offers  of 
amicable  settlement  of  any  cases  ln\olving  lantls  In  any  of  the  naval  reserves 
either  in  California  or  Wyoming. 

Question  It. — Has  the  executive  branch  of  tlie  (Jovernment  In  contemplati<m 
tlie  making  of  any  additional  withdrawals  due  to  the  rei-ent  oil  l(K*ations  in 
Wyoming,  and  If  so.  wliat  areas  and  to  what  extent? 

AuHwer. — ^The  executive  branch  of  the  Ot»vernment  l«  not  recf>n unending 
additional  with<lrawals  on  account  of  the  recent  <»ll  activities  in  Wyondng. 

Question  12. — Tlds  Informadon  will  be  furnlshetl  later. 

SECTIONS  OF  THE  REVISED  STATUTES  AND  SUPPLEMENTAKY  LEOISLATION  RELATING 
TO  THE  LOCATION  AND  ACQUISITION  OF  TTTIE  TO  PLACER-MININO  CLAIMS,  WITH 
SPECIAL  REFERENCE  TO  OIL  AND  GAS  LANDS. 

Sec.  2329.  Claims  usually  called  "placers.''  Including  all  forms  of  «le|>oslt, 
excepting  veins  of  quartz,  or  otlier  rock  In  place,  shall  be  subject  to  entry  and 
patent,  umler  like  circumstances  anil  conditions,  juid  uimiu  shnlla.*  priM-eei lings, 
as  ai-e  provide*!  for  vein  or  hnle  claims;  but  where  the  lands  luive  lieen  pre- 
vlcaisly  surveye<l  b.v  the  UnltiNl  States,  the  entry  in  its  exterl«»r  linnis  shall 
conform  to  the  legal  subdivisions  of  the  puhllc  lands. 

Skc.  2330.  l-egnl  sulMllvisions  of  forty  a<'res  may  be  subdivided  Into  ten-acre 
tracts;  and  two  or  m<»re  person.s,  <a'  as.sfM-iaili»ns  of  iHM'snns,  having  contiguous 
claims  of  any  size,  although  such  claims  may  be  less  than  ten  acres  each,  may 
nuike  Joint  entry  thereof;  but  no  location  of  a  phntM*  claim,  made  iifter  the 
ninth  day  of  July,  eighteen  hundre<l  and  seventy,  shall  exce<'«l  one  hnndrevl  and 
sixty  acres  for  any  one  i)erson  or  association  of  ]iei*sons,  which  li»cation  shall 
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conform  to  the  United  States  surveys;  and  nothing;  in  this  section  contained 
rimll  detent  or  Impnir  any  hona  fi<le  preemption  or  homestead  claim  upon  ajrrl- 
tiiitural  lands,  or  authorize  the  sale  of  tlie  Improvements  of  any  bona  fide  settler 
to  any  piirchaKer. 

Set.  2331.  Where  placer  claims  are  upon  surveyed  lands,  and  conform  to  lejral 
snhiUvlfflons,  no  further  sun-ey  or  plat  shall  be  required,  and  all  placer-mining 
claims  located  after  the  tenth  day  of  May,  eighteen  hundred  and  seventy-two, 
KhaU  conform  ns  near  as  practicable  with  the  United  States  system  of  public- 
land  Rur\*ey«.  and  the  rectangular  subdivisions  of  such  surveys,  and  no  such 
location  shall  include  more  than  twenty  acres  for  each  individual  claimant ;  but 
where  placer  claims  can  not  l>e  conformed  to  legal  sulxlivisions.  survey  and 
plat  shall  he  made  as  on  unsurveyeil  lands;  and  where  by  the  segregation  of 
mineral  lands  in  any  legal  sub^llvision  a  quantity  of  agricultural  land  less  than 
forty  acres  remains,  such  fractional  portion  of  agricultural  land  may  be  entered 
by  any  party  qualified  by  law,  for  homestead  or  preemption  puriK)ses. 

Skc.  2332.  Where  such  person  or  association,  they  and  their  grantors,  have 
liel«l  and  worke<l  their  claims  for  a  period  equal  to  the  time  prescribed  by  the 
statute  of  limitations  for  mining  claims  of  the  State  or  Territory  where  the 
same  may  be  situated,  evidence  of  such  possession  and  working  of  the  claims 
for  such  period  shall  be  sufficient  to  establish  a  right  to  a  patent  thereto  under 
tills  chapter,  in  the  absence  of  any  adverse  claim ;  but  nothing  in  this  chapter 
shnll  be  deeme<l  to  Impair  any  lien  which  may  have  attached  in  any  way  what- 
ever to  any  mining  claim  or  property  thereto  attached  prior  to  the  issuance 
of  a  patent 

Rkt.  2333.  Where  the  same  rierson,  association,  or  corporation  is  in  possession 
of  a  placer  claim,  and  also  a  vein  or  lode  included  within  the  boundaries  thereof, 
flppMmtion  shall  lie  made  for  a  patent  for  the  placer  claim,  with  the  statement 
that  It  includes  such  vein  or  lode,  and  In  such  case  a  patent  shall  issue  for  the 
placer  claim,  subject  to  the  provisions  of  this  chapter,  including  such  vein  or 
Iwle.  u|»on  the  payment  of  $5  per  acre  for  such  vein  or  lode  claim  and  twenty- 
five  feet  of  surface  on  each  side  thereof.  The  remainder  of  the  placer  claim 
or  any  placer  claim  not  embracing  any  vein  or  lode  claim  shall  be  paid  for 
at  the  rate  of  $2.ri0  per  acre,  together  with  all  costs  of  procee<llngs;  and  where 
a  vein  or  lode,  such  as  Is  described  In  section  twenty-three  hundred  and  twenty, 
is  known  to  exist  within  the  boundaries  of  a  placer  claim,  an  application  for 
:i  patent  for  such  placer  claim  which  does  not  include  an  application  for  the 
vein  or  loile  claim  shall  he  construed  as  a  conclusive  declaration  that  the 
claimant  of  the  placer  claim  has  no  right  of  possession  of  the  vein  or  lode 
claim :  but  where  the  existence  of  a  vein  or  lode  In  a  placer  claim  Is  not  known, 
a  patent  for  the  placer  claim  shall  convey  all  valuable  mineral  and  other  de- 
posits within  the  boundaries  thereof. 

Sec.  2334.  The  Surveyc  r  (ie^en'l  of  the  United  States  mpy  nppolnt  In  e'^rh 
land  district  containing  mineral  lands  as  many  competent  surveyors  as  shall 
apply  for  appointment  to  survey  mining  claims.  The  expenses  of  the  survey 
of  vein  or  lo<le  claims,  and  the  survey  and  subdivlshm  of  placer  claims  Into 
smaller  quantities  than  one  hundred  and  sixty  acres,  together  with  the  cost  of 
publication  of  notices,  shall  Ik?  paid  by  the  applicants,  and  they  shall  be  at  lib- 
erty to  obtiin  the  same  at  the  most  reasonable  rates,  and  they  shall  also  be  at 
liberty  to  employ  any  United  States  deputy  surveyor  to  make  the  survey.  The 
Coumilssioner  of  the  General  hand  Office  shall  also  have  power  to  establish  the 
nmxinnmi  charges  for  surveys  and  publication  of  notices  under  this  chapter; 
and,  in  onse  of  excessive  chrrjres  for  publicjitlou,  he  may  designate  any  news- 
pafier  published  In  a  land  district  where  mines  are  situ'^terl  for  the  puhllcntlon 
of  mining  notices  in  such  district,  and  fix  the  rates  to  be  charged  by  such 
iwper;  and,  to  the  end  that  the  commissioner  may  be  fully  informed  on  the 
subject,  each  nppIICJMit  8h:\ll  file  vlth  the  resiPter  n  sworn  st«remeiit  of  nil 
cliarges  and  fees  paid  by  such  applicant  for  publication  and  surveys,  together 
with  all  fees  and  money  paid  the  register  and  the  receiver  of  the  land  office, 
which  statement  shall  be  transmitted,  with  the  other  papers  in  the  case,  to  the 
Commissioner  of  the  General  Land  Office. 


AN  ACT  To  authorize  the  entry  and  patenting  of  lands  containing  petroleum  and  other 
mineral  oils  under  the  placer-mining  laws  of  ihe  Unitea  States. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
l^ates  of  America  in  Congress  assembled.  That  any  person  authorized  to  enter 
lands  under  the  mining  laws  of  the  United  States  may  enter  and  obtain  patent 
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to  lands  containing  petroleum  or  other  mineral  oils,  and  chiefly  valnnble  there- 
for, under  the  provisions  of  the  laws  relating  to  placer  mineral  claims:  /'ro- 
rided.  That  lands  containing  such  petroleum  or  other  mineral  oil4  which  have 
heretofore  been  filed  upon,  claimed,  or  improved  as  mineral,  hue  not  yet  pat- 
ented, moy  be  held  and  patente<l  under  the  provisions  of  this  act  the  saiuie  as 
if  such  filing,  claim,  or  improvement  were  subsequent  to  the  date  of  the  passage 
hereof. 

Approved,  February  11,  1807.     (29  Stat,  626.) 


AN  ACT  Defining  what  shall  constitute  and  providing  for  assessments  on  oil  minlac 

claims. 

Be  it  enacted  hy  the  Senate  and  House  of  Rcpresentatiret  of  the  United 
Stages  of  America  in  Congress  assembled.  That  where  oil  lands  ore  located 
un<1er  the  provisions  of  title  thirty-two,  chapter  six.  Revised  Statutes  of  the 
United  States,  as  placer-mining  claims,  the  annual  assessment  labor  upon  such 
claims  may  be  done  upon  any  one  of  a  group  of  claims  lying  contiguous  ami 
owned  by  the  same  person  or  coriwration,  not  exceeding  five  claims  in  all : 
Provided,  That  said  labor  will  tend  to  the  development  or  to  determine  the  oil- 
bearing  character  of  such  contiguous  claims. 

Approved,  February  12,  1903.    (33  Stat,  825.) 


AN  ACT  To  anthoriae  the  President  of  the  United  Ststes  to  make  withdrawals  of  public 

lands  in  certain  cases. 

Be  it  enacted  hy  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled.  That  the  President  may,  at  any  time 
in  his  discretion,  tem]K)rarily  withdraw  from  settlement,  location,  sale,  or  entry 
any  of  the  public  lands  uf  the  United  States,  including  the  District  of  AInskti, 
and  reserve  the  same  for  water-power  sites,  irrigation,  classification  of  landR, 
or  other  public  purposes  to  be  siiec-lfleil  in  the  orders  of  withdrawals,  and  such 
withdrawals  or  reservations  shall  remain  In  force  until  revoked  by  him  or  by 
an  act  of  Congress. 

Sec.  2.*  That  all  lands  withdrawn  under  the  provisions  of  this  act  shall  at  all 
times  be  open  to  exploration,  discovery,  occupation,  and  purchase,  under  the 
mining  laws  of  the  United  States,  so  far  as  the  same  apply  to  minerals  other 
than  coal,  oil,  gas,  and  phosphates:  Provided,  That  the  rights  of  any  iierson 
who,  at  the  date  of  any  order  of  withdrawal  heretofore  or  hereafter  made.  Is  a 
bone  fide  occupant  or  claimant  of  oil  or  gas  bearing  lands,  and  who,  at  such 
date,  is  In  diligent  prosecution  of  work  leading  to  discovery  of  oil  or  gas,  shall 
not  be  affected  or  Impaired  by  such  order,  so  long  as  such  occupant  or  claim- 
ant shall  continue  In  diligent  prosecution  of  said  work:  And  provided  further^ 
That  this  act  shall  not  be  construed  as  a  recognition,  abridgment,  or  enlarge- 
ment of  any  asserted  rights  or  claims  Initiated  uix)n  any  oil  or  gas  bearing 
lands  after  any  withdrawal  or  such  lands  made  prior  to  the  passage  of  this  net : 
And  provided  further.  That  there  shall  be  excepted  from  the  force  and  effect  of 
any  withdrawal  made  under  the  provisions  of  this  act  all  lands  which  are,  on 
the  date  of  such  withdrawal,  embraced  In  any  lawful  homestead  or  desert-land 
entry  theretofore  made,  or  upon  which  any  valid  settlement  has  been  made  and 
is  at  said  date  being  malntalne<l  and  perfected  pursuant  to  law ;  but  the  terms 
of  this  proviso  shall  not  continue  to  apply  to  any  particular  tract  of  land  unless 
the  entryman  or  settler  shall  continue  to  comply  with  the  law  under  which 
the  entry  or  settlement  was  made:  And  provided  further.  That  hereafter  no 
forest  reserve  shall  be  created,  nor  shall  any  additions  be  made  to  one  hereto- 
fore created  within  the  limits  of  the  States  of  Oregon,  Washington,  Idaho, 
Montana,  Colorado,  or  Wyoming,  except  by  act  of  Congress. 

Sec.  3.  That  the  Secretary  of  the  Interior  shall  report  all  such  withdrawals 
to  Congress  at  the  beginning  of  Its  next  regular  session  after  the  date  of  the 
withdrawals. 

Approved,  June  25.  1910.     (36  Stat.,  849.) 


>  Sec.  2  amended  by  act  of  Aug.  24,  U>12.  to  permit  exploration,  location,  and  purcliaM 
of  lands  containing  metalliferous  minerals  only.    See  pp.  32,  :i3. 
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AN  ACT  to  protect  tbe  locaton  In  good  faith  of  oil  and  ffas  lands  whA  aba II  have  effected 
ID  actnal  dIscoTerj  of  oU  or  gaa  on  the  public  lands  of  the  United  States,  or  their 
SBceessors  In  Interest. 

Be  it  enacted  by  the  Senate  and  Hotise  of  Representatives  of  the  United 
States  of  America  in  Conffress  assembled.  That  in  no  case  shall  patent  be  denied 
to  or  for  any  lands  heretofore  located  or  claimed  under  the  mining  laws  of  the 
United  States  containing  petroleum,  mineral  oil,  or  gas  solely  because  of  any 
transfer  or  asslgn^ment  thereof  or  of  any  interest  or  Interests  therein  by  the 
original  locator  or  locators,  or  any  of  them,  to  any  qualified  persons  or  person, 
<H*  corporation  prior  to  discovery  of  oil  or  gas  therein,  but  if  such  claim  is  in  uli 
other  respects  valid  and  regular,  patent  therefor  not  exceeding  one  hundred 
and  sixty  acres  in  any  one  claim  shall  Issue  to  the  holder  or  holders  thereof, 
as  In  other  cases :  Provided,  however.  That  such  lands  were  not  at  the  time  of 
incpptlon  of  development  on  or  under  such  claim  withdrawn  from  mineral 
entry.* 

Approved*  March  2,  1911.     (96  Stat,  1015.) 


AN  ACT  To  modify  and  amend  the  mining  laws  In  tbeir  application  to  the  Territory  of 

Alaaka,  and  for  other  purpoaea. 

Be  it  enacted  hy  the  Senate  and  House  of  RepresentatiV'es  of  the  United 
States  of  America  in  Congress  assembled.  That  no  association  placer-mining 
claim  shall  hereafter  be  located  In  Alaska  in  excess  of  forty  acres,  and  on  every 
placer-mining  claim  hereafter  located  In  Alaska,  and  until  a  patent  has  been 
issued  therefor,  not  less  than  $100  worth  of  labor  shall  be  performed  or  im- 
provements made  during  each  year,  including  the  year  of  location,  for  each 
and  every  t'wenty  acres  or  excess  fraction  thereof. 

Sec.  2.  That  no  person  shall  hereafter  locate  any  placer-mlnlng  claim  in 
Alaska  as  attorney  for  another  unless  he  Is  duly  authorized  thereto  by  a  power 
of  attorney  In  writing,  duly  acknowletlged  and  recorded  In  any  recorder's  office 
in  the  Judicial  division  where  the  location  Is  made.  Any  person  so  authorized 
may  locate  placer-mlnlng  claims  for  not  more  than  two  Individuals  or  one 
association  under  such  power  of  attorney,  but  no  such  agent  or  attorney  shall 
be  authorized  or  permitted  to  locate  more  than  two  placer-mlnlng  claims  for  any 
one  principal  or  association  during  any  calendar  month,  and  no  placer-mining 
claim  shall  hereafter  be  located  In  Alaska  except  under  the  limitations  of  this 
act 

Sec.  3.  That  no  person  shall  hereafter  locate,  cause,  or  procure  to  be  located, 
for  himself  more  than  two  placer-mlnlng  claims  In  nny  calendar  month :  Pro- 
tided.  That  one  or  both  of  such  locations  may  be  Included  in  an  association 
claim. 

Sec.  4.  That  no  placer-mlnlng  claim  hereafter  located  In  Alaska  shall  be 
patented  which  shall  contain  a  greater  area  than  Is  fixed  by  law,  nor  which  Is 
lonjrer  than  three  times  Its  greatest  >vldth. 

Sec.  5.  That  any  placer-mlnlng  claim  attempted  to  be  located  In  violation  of 
this  act  shall  be  null  and  void,  and  the  whole  area  thereof  may  be  located  by 
any  qualified  locator  as  if  no  such  prior  attempt  had  been  made. 


AN  ACT  To  amend  auction  two  of  nn  act  to  authorize  the  President  of  the  United 
States  to  make  withdrawals  of  public  lands  in  certain  cases,  appro?ed  June  twenty- 
ilftb«  nineteen  hundred  and  ten. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled.  That  section  two  of  the  act  of  Con- 
press  approved  June  twenty-fifth,  nineteen  hundred  and  ten  (Thirty-sixth 
Statutes  at  Large,  page  eight  hundred  and  forty-seven),  be  and  the  same  hereby 
is,  amended  to  read  as  follows : 

"  Sec.  2l  That  all  lands  withdrawn  under  the  provisions  of  this  act  shnll  nt 
all  times  be  open  to  exploration,  discovery,  occupation,  and  purchase  under 
the  mining  laws  of  the  United  States,  so  far  as  the  same  apply  to  metnllifer- 

..  *Act  amended  by  act  of  Aug.  25.  1014  (38  Stat.  L.,  70S),  by  adding  another  section 
*°ff^to,  permlttlns;  airreemrnts  with  Government  for  working  certam  oil  or  gaa  lands 
prior  to  isaue  of  patents.     (See  pp.  35,  36.) 
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mis  minernls :  Prorided,  That  the  rights  of  any  person  who,  at  the  date  of  any 
order  of  withdrawal  heretofore  or  hereafter  made.  Is  a  bona  fide  occupant  or 
cliiliniint  of  oil  or  gas  bearing  lands  and  who,  at  such  date.  Is  in  the  diligent 
proswutinn  of  work  lending  to  the  discovery  of  oil  or  gas.  shall  not  be  affected 
or  hnpiUreil  by  such  order  so  long  as  such  ocaipant  or  claimant  shall  continue 
in  diligent  prosecution  of  said  work:  Provided  further.  That  this  act  shall 
not  he  constnie<l  as  n  recognition,  abridgment  or  enlargement  of  any  asserted 
rights  or  claims  initiated  upon  any  oil  or  gas  bearing  lands  after  any  with* 
drawnl  of  such  lands  made  prior  to  June  twenty -fifth,  nineteen  hundred  and 
ten:  And  provided  further.  That  there  shall  be  excepted  from  the  force  and 
elTect  of  any  withdrawal  made  under  the  provisions  of  this  act  all  lands  whicli 
are.  «m  the  date  of  such  withdrawal,  embrace^]  In  any  lawful  homestead  or 
desert-land  entry  theretofore  made,  or  upon  which  any  valid  settlement  has 
been  made  and  is  at  said  date  being  maintained  and  perfected  pursuant  to 
hnv;  I)nt  the  terms  of  this  proviso  shall  not  continue  to  apply  to  any  particular 
tract  of  land  unless  the  entryraan  or  settler  shall  continue  to  comply  with 
the  law  under  which  the  entry  or  settlement  was  made:  And  provided  further^ 
That  hereafter  no  forest  reserve  shall  be  create<l,  nor  shall  any  additions  be 
m.'ide  to  one  heretofore  create<l,  within  the  limits  of  the  States  of  California, 
Oregon.  Waslilugton,  Idaho,  Montana,  Colorado,  or  Wyoming,  except  by  act  of 
Congress." 

Approved,  August  24,  1912.     (S7  Stat.,  497.) 


AN  ACT  To  nmend  an  act  entitled  '*An  net  to  protect  the  locators  In  good  faith  of  oil 
and  f^as  Inndg  who  Rhall  have  effocted  nn  actual  discovery  of  oil  or  ^as  on  the  pnblle 
lands  of  the  Tnltrd  States,  or  their  Buccessora  in  interest,**  approved  March  second* 
nineteen  hundred  and  eleven. 

Be  it  enacted  by  the  Senate  nnd  House  of  Representatives  of  the  United 
fitdlcs  of  AmiTica  in  Congress  assembled,  Thnt  an  act  entitled  "An  act  to  pro- 
tect tiie  locators  in  good  faith  of  oil  and  gas  lands  who  shall  have  effected  an 
nctinil  discovery  of  oil  or  gas  on  the  public  lands  of  the  United  States,  or 
their  successors  in  interest,**  approved  March  second,  nineteen  liuudred  and 
eleven,  be  amended  by  adding  thereto  the  following  section: 

"  Skc.  2.  Tliat  where  applications  for  patents  have  been  or  may  hereafter 
be  offeretl  for  any  oil  or  gas  land  included  in  an  order  of  withdrawal  upon 
which  oil  or  gas  has  heretofore  been  discovered,  or  is  being  producetl,  or  upon 
which  drilling  operations  were  in  actuiil  progress  on  October  third,  nineteen 
hundred  and  ten,  and  oil  or  gas  is  thereafter  discovered  thereon,  and  where 
there  has  been  no  final  determination  by  the  Secretary  of  the  Interior  upon 
such  a|>plications  for  patent,  said  Secretary,  in  his  discretion,  may  enter  into 
agreements,  under  such  c<mditions  as  he  may  prescribe  with  such  applicants 
for  patents  in  possession  of  such  land  or  any  portions  thereof,  relative  to  the 
disposition  of  the  oil  or  gas  produced  therefrom  or  the  proceeds  thereof,  i)eud- 
ing  final  determination  of  the  title  thereto  by  the  Secretary  of  the  Interior,  or 
such  other  disposition  of  the  same  as  may  be  author ize<l  by  law.  Any  money 
which  may  accrue  to  the  United  States  under  the  provisions  of  this  act  from 
Innds  within  the  Naval  Petroleum  Reserves  shall  be  set  aside  for  the  needs  of 
the  Navy  and  deposited  In  the  Treasury  to  the  credit  of  a  fund  to  be  known 
as  the  Navy  Petroleum  Fund,  which  fund  shall  be  applied  to  the  needs  of  the 
Navy  as  Congress  may  from  time  to  time  direct,  by  appropriation  or  other- 
wise.*' 

Approved,  August  25,  1914.     (38  Stat,  708.) 

Withdrawal  of  Septembeb  27,  1909. 

The  pertinent  language  of  that  Is  the  following  letter  under  date  of  September 
27,  addressed  to  the  Secretary,  which  reads: 

The  honorable  the  Secretary  of  the  Interior. 

"  Sir  :  In  accordance  with  your  orders  I  have  the  honor  to  submit  the  follow- 
ing recommendation  which  covers  approximately  3,041,000  acres,  of  which  the 
larger  part  Is  probably  private  land  and  not  affected  by  this  withdrawal. 

Temporary  petroleum  ivithdrawal  No,  5. — In  aid  of  proposed  legislation  affect- 
ing the  use  and  disjwsitlon  of  the  petroleum  deposits  on  the  public  domain, 
all  public  lands  in  the  accompanying  lists  are  hereby  temporarily  wltlidrawn 
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from  all  forms  of  location,  settlement,  selection,  filinpr.  entry,  or  dispof^l  nndor 
the  mineral  or  nonnilneral  publlc-Innd  laws.  All  locations  or  clnhns  existing 
and  valid  on  this  date  may  proceed  to  entry  In  the  usual  manner  after  field  inves- 
tigation and  examination. 

Very  respectfally, 

H.  C.  HiKCB,  Acting  Director, 

It  Is  signed  by  the  Acting  Director  of  the  Geological  Survey  and  approved  by 
Mr.  E^nk  Pierce,  Acting  Secretary  of  the  Interior. 

The  withdrawal  of  July  2,  1910,  the  one  referring  to  Wyoming,  Is  siibsran- 
tially  the  same  as  the  others.  This  is  addres.se<1  to  the  Secretary  of  tlie  Interior 
by  the  Director  of  the  Geological  Survey.    He  says : 

"  In  accordance  with  your  instructions  I  recommend  the  withdrawal  for  classl- 
fication  and  In  aid  of  legislation  affecting  the  use  and  disposition  of  petroleum 
deposits  belonging  to  the  United  States  of  the  following  areas  In  the  State 
of  Wyoming,  Involving  approximately  255,461  acres." 

Then  comes  the  order: 

Obdeb  of  Withdkawal,  Petroleum  Reserve  No.  8. 

It  is  hereby  ordered  that  those  certain  orders  of  withdrawal  hereto  made — 

On  September  27,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  5; 

On  October  12, 1909,  and  describe<l  as  temporary  petroleum  withdrnwal  No.  0; 

On  October  12,  1909,  and  described  as  temporary  petroleum  withdrawal  No.  7; 

On  October  30,  1909.  and  descrlbe<l  as  temporary  petroleum  withdrnwal  No.  8; 

On  February  12,  1910,  and  described  as  temporary  petroleum  withdrawal 
No.  13; 

On  April  8,  1910,  and  described  as  temporary  petroleum  withdrawal  No.  14; 

On  June  18,  1910,  and  described  as  temporary  petroleum  withdrnwal  No.  17 — 
In  80  far  as  the  same  include  any  of  the  lands  hereinafter  descrlbe<l.  be,  and 
the  same  are  hereby  ratified,  confirmed,  and  continued  In  full  force  and  effect ; 
and  subject  to  all  of  the  provisions,  limitations,  exceptions,  and  conditions  con- 
tilned  in  the  act  of  Congress  entitled  "  An  act  to  authorize  the  l^resident  of 
the  United  States  to  make  withdrawals  of  public  lands  In  certain  cases/* 
approved  June  25,  1910,  there  is  hereby  withdrawn  from  settlement,  locathm, 
sale,  or  entry,  and  reserved  for  classification  and  in  aid  of  legislation  afTectlng 
the  use  and  disposal  of  petroleum  lands  belonging  to  the  United  States,  all  of 
those  certain  lands  of  the  United  States  set  forth  and  particularly  described  as 
follows,  to  wit: 

Very  respectfully, 

Geo.  Otis  Smith,  Director. 

The  following  data  of  indorsement  was  attached  to  the  order  of  Jiily  2,  1910 : 

Jui.Y  8,  1910. 
Respectfully  referred  to  the  President,  with  the  recommendation  that  the 
same  he  approved. 

Frank  PnERCE,  Acting  Secretary. 

A^iroyed  July  9,  1910,  and  referred  to  the  Secretary  of  th**  Interior. 

Wir.  H.  T.\FT,  President. 

Referred  to  the  Commissioner  of  the  General  Land  Ofllce  for  appropriate 
action. 

Frank  Pierce,  Acting  Secretary. 

(Notification  to  register  and  receiver.  Lander,  August  15,  1910.) 

On  the  same  day  the  California  order  was  made,  which  is  in  substantially  the 
suae  language. 

withdbawal  op  jxjly  2,  1910  (california). 

July  1,  1910. 
^  honorable  the  Secretary  of  the  Interior. 

Sir:  In  accordance  with  your  instructions,  I  recommend  the  withdrnwal  for 
dassiflcatlon  and  In  aid  of  legislation  affecting  tlie  use  and  disposition  of  petro- 
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leum  deposits  belonging  to  the  United  States  of  the  following  areas  in  State 
of  California,  Involving  approximately  2,482,750  acres: 

Ordeb  of  WiTHnsAWAL,  Petboicuic  Rsskbvb  No.  2. 

It  Is  hereby  ordered  that  those  certain  orders  of  withdrawal  made  heretofore : 

On  September  27,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  5; 

On  October  80,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  8 ; 

On  November  16,  1909,  and  described  as  temporary  i>etroleum  withdrawal 
No.  9; 

On  January  18,  1910,  and  described  as  temporary  petroleum  withdrawal 
No.  11 ; 

On  February  2,  1910,  and  described  as  temporary  petroleum  withdrawal 
No.  12— 

in  so  far  as  the  same  Include  any  of  the  lands  hereinafter  desxcrlbed,  be.  and 
tlie  same  are  hereby  ratified,  confirmed,  and  continued  In  full  force  and  eflfect ; 
and  subject  to  all  of  the  provisions,  limitations,  exceptions,  and  conditions 
contnine<l  in  the  act  of  Congress  entitled  "An  act  to  authorize  the  President 
of  the  United  States  to  make  withdrawals  of  public  lands  in  certain  cases,** 
approved  June  25,  1910,  there  is  hereby  withdrawn  from  settlement,  location, 
sale,  or  entry,  and  reserved  for  classification  and  in  aid  of  legislation  affecting 
the  use  and  disposal  of  petroleum  lands  belonging  to  the  United  States,  all  of 
those  certain  lands  of  the  United  States  set  forth  and  particularly  described 
as  follows,  to  wit : 

Very  respectfully, 

Geo.  Otis  Sufth,  Director, 

July  1,  1910. 

Respectfully  referred  to  the  President  with  the  recommendation  that  same 
be  approved. 

R.  A.  BxiLnfQKR,  Secretary. 

Approved  July  2,  1910,  and  referred  to  the  Secretary  of  the  Interior. 

Wm.  H.  Tatt,  PreHdent. 

Referred  to  the  Commissioner  of  the  (jeneral  Land  Ofllce  for  appropriate 
action. 

Fbank  Piebce,  Acting  Secretary. 

(Notification  to  register  and  receiver,  Visalla,  Oakland,  Sacramento,  and  Los 
Angeles,  July  10,  1910.) 

Those  orders  of  July  2  were  signed  by  the  President,  or  at  least  the  form  of 
the  order  recommended  by  the  Secretary  was  approveil  by  the  President 

There  were  six  other  orders  besides  the  California  and  Wyoming  on  July  2, 
1910,  covering  lands  in  Arizona.  Colorado,  Louisiana,  New  Mexico,  Oregon,  and 
Utah,  respectively,  but  they  all  follow  the  same  form  and  were  to  the  saiue 
effect. 

Next  is  the  withdrawal  of  December  6,  1912,  for  naval  petroleum  reserve 
No.  2: 

Naval  Reserve  of  December  13,  1912. 

DECElfBER  6,  1912. 

The  honorable  the  Secretary  of  the  Interior. 

Sir:  As  a  result  of  recent  Investigations  of  conditions  In  naval  petroleum 
reser^•e  No.  1,  In  the  Elk  Hills,  Cal.,  by  the  Geological  Survey,  the  diflflculty 
of  estimating  definitely  the  quantity  of  oil  available  In  this  reserve  has  l)een 
developed  more  fully  than  heretofore.  It  la  deemed  the  part  of  prudence,  there- 
fore, to  add  to  the  area  especially  reserved,  in  order  that  there  may  be  as 
complete  a  showing  as  possible  that  the  Unltetl  States  retains  control  over  a 
hotly  of  pure  oil  adequate  for  the  future  needs  of  the  United  States  Navy. 
I  have  thei-efore  prepared  and  recommended  for  submission  to  the  President 
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tbe  following  additional  order  of  withdrawal,  InyoMng  approximately  29,541 
acres  In  tbe  Buena  Vista  Hills,  Kern  Ck)unty,  Cal. 
Very  respectfully, 

Geobob  Otis  Smith,  Director. 

Decembeb  11,  1912. 
Respectfally  referred  to  the  President  with  favorable  recommendation. 

Walter  L.  Fisheb,  Secretary. 

Obdee  or  WiTHDBAWAi.,  Naval  Petboleum  Reserve  No.  2. 

It  is  hereby  ordered  that  all  lands  included  in  the  following  list  and  hereto- 
fore forming;  a  part  of  petroleum  reserve  No.  2,  California  No.  1,  wltlulrnwn 
on  July  2,  1910,  from  settlement,  location,  sale,  or  entiTt  and  reserved  for 
«kisdflcatlon  and  in  aid  of  legislation,  under  the  authority  of  the  act  of  Gon- 
snw  entitled  *'An  act  to  authorize  the  President  of  the  United  States  to 
make  withdrawals  of  public  lands  in  certain  cases  (36  Stat,  847),"  shall  here- 
after, subject  to  valid  existing  rights,  constitute  naval  petroleum  reserve  No.  2, 
ami  shall  be  held  for  the  exclusive  use  or  benefit  of  the  United  States  Navy 
until  this  order  is  revoked  by  the  President  or  by  act  of  CJongress.  To  this 
ad  and  for  this  public  purpose  the  order  of  July  2,  1910,  is  modified,  and  the 
withdrawal  of  that  date  is  continued  and  extended  in  so  far  as  it  affects  these 
lands. 

HOXmT   DIABLO   SiEBIDIAN. 

T.  31  S.,  R.  23  E.,  sees.  7  to  9,  inclusive ;  sees.  15  to  18,  inclusive ;  sees.  20  to 
23.  inclusive;  sees.  25  to  29,  inclusive;  sees.  33  to  36,  inclusive. 
T.  31  S.,  R.  24  B.,  sees.  30  to  32,  inclusive. 
T.  32  S.,  R.  23  E.,  sees.  1  to  3,  inclusive ;  sees.  11  to  13,  Inclusive. 
T.  32  S.,  R.  24  E.,  sees.  2  to  18,  inclusive. 
T.  32  S.,  R.  25  E.,  sec.  18,  all. 

Wm.  H.  Taft,  President 

Decemreb  13,  1912. 
Notification  to  register  and  receiver,  Visalia,  December  18,  1912. 


August  8,  1912,  a  letter  from  the  Director  of  the  Geological  Survey  to  the 
Secretary,  which  rends: 

Naval  Resebve  of  Seftehbeb  2,  1912. 

August  8,  1912. 
The  honorable  the  Secbetaby  of  the  Intebiob. 

Sib:  In  accordance  with  your  instructions  to  recommend  for  incUision  In  a 
«ned«l  reserve  a  compact  body  of  public  lands  containing  an  ample  supply  of 
fuel  oil  for  the  use  of  the  United  States  Navy,  I  have  prepareil  and  recommend 
fnr  submission  to  the  President  tlie  following  order  of  withdrawal,  involving 
tpproximately  38.069  acres  in  the  Elk  Hills,  Kern  Ck)unty,  Cal. 
Very  respectfully, 

Geobge  0ns  Smfth,  Director. 

August  10,  1912. 
Respectfully  referred  to  the  President  with  favorable  recommendation. 

Walteb  L.  Fisheb,  Secretary. 

Obdeb  of  WrrHDBAWAL,  Naval  Petboleum  Reserve  No.  1. 

It  is  hereby  ordered  that  all  lands  Included  in  the  following  list  and  hereto- 
fore forming  a  part  of  petroleum  reserve  No.  2,  California  No.  1,  withdrawn  on 
July  2,  1910,  from  settlement,  location,  sale,  or  entry,  and  reserved  for  cln5«i- 
ficatlon  and  in  aid  of  legislation  under  the  authority  of  the  act  of  Congress 
entitled  "An  act  to  authorize  the  President  of  the  United  States  to  make  wlth- 
dmwals  of  public  lands  in  certain  cases  (36  Stat,  847),"  shall  hereafter,  sub- 
ject to  valid  existing  rights,  constitute  naval  petroleum  reserve  No.  1,  and 
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8hn11  be  held  for  the  exclusive  use  or  benefit  of  the  United  States  Navy  until 
this  order  Is  revoked  by  the  President  or  by  act  of  Congress.  To  this  end  nnd 
for  this  public  purpose  the  order  of  July  2,  1910,  Is  modified  and  the  with- 
drawal of  that  date  Is  continued  and  extended  In  so  far  as  it  affects  these 
lands. 

MOUNT  DIABLO  MERIDIAN. 

T.  30  S.,  R.  22  E.,  sec.  24,  all. 

T.  30  S.,  R.  23  E.,  sec.  10,  all ;  sees.  12  to  80,  Inclusive;  sees.  32  to  38,  inclusive. 

T.  31  S.,  R.  23  E.,  sees.  1  to  4,  Inclusive ;  sees.  10  to  14,  Inclusive. 

T.  30  S.,  R.  24  E.,  sees.  17  to  20,  Inclusive ;  sees.  28  to  34,  inclusive. 

T.  31  S.,  R.  24  E.,  sees.  1  to  12,  inclusive ;  sec.  18,  all. 

Wm.  H.  Taft,  Preiident, 
September  2, 1912. 

<  Notification  to  register  and  receiver,  Visalla  and  San  Francisco,  S^t  12^ 
1912.) 

Then  came  the  Wyoming  withdrawal  of  April  30,  1915,  for  the 
naval  reserve. 

Naval  Reserve  of  April  80,  1915. 

April  21,  1915. 
The  Secretary  of  the  Interior, 

Sin:  In  accordance  with  your  Instructions  to  prepare  an  order  for  a  navnl 
petroleum  reserve  covering  the  Teapot  Dome  In  east  central  Wyoming,  I  have 
prepared  for  submission  to  the  President  the  following  order  of  withdrawal 
(navnl  petroleum  reserve  No.  3,  Wyoming  No.  1),  involving  9,481  acres  ia 
Natrona  County. 
Respectfully, 

George  0ns  Smith,  Director. 
April  24,  1915. 

Respectfully  referred  to  the  President  with  favorable  recommendation. 

Franklin  K.  Lane. 


Order  op  Withdrawal — ^Naval  Petroleum  Reserve  No.  3,  Wyoming  No.  1. 

It  Is  hereby  ordered  that  all  lands  hereinafter  described  and  heretofore  form- 
ing a  part  of  petroleum  reserve  No.  8,  withdrawn  on  July  2,  1910,  from  settle- 
ment, location,  sale,  or  entry,  and  reserved  for  classification  and  In  aid  of  classi- 
fication under  the  authority  of  the  act  of  Congress  approved  June  25,  1910  (30 
Stat.,  847),  entitled  "An  act  to  authorize  the  President  of  the  United  States  to 
make  withdrawals  of  public  lands  In  certain  cases,"  as  amended  by  act  of  Con- 
press  approved  August  24,  1912  (37  Stat,  497),  shall  hereafter  constitute  nnvnl 
petroleum  reserve  No.  3,  and  shall  be  held  for  the  exclusive  use  or  benefit  of 
the  United  States  Navy  until  this  order  Is  revoked  by  the  President  or  by  Con- 
press.  To  this  end  and  for  this  public  purpose  the  order  of  July  2,  1910,  Is 
modified,  and  the  withdrawal  of  that  date  Is  continued  and  extended  In  so  far 
as  It  affects  these  lands. 

SIXTH   principal   MERIDIAN. 

T.  38  N..  R.  78  W.:  Sec.  2,  SW.  i  NB.  }  W.  i  W.  i  SB.  i;  sec.  3.  all;  sec.  4. 
NE.  i  NE.  i  NW.  i  N.  i  SB.  i,  SB.  i  SB.  i ;  sec.  9,  B.  i  NB.  i  NB.  i  NB.  :J ;  sec. 
10.  all ;  sec.  11,  W.  h  NB.  i  W.  1  SB.  i ;  sec.  14,  all ;  sec.  15.  N.  |  N.  i  SW.  i  SB.  i 
SW.  i  SB.  i ;  sec.  22,  NB.  i  NB.  i  NW.  i  E.  i  SB.  i ;  sec.  23,  all ;  sec.  26,  NW.  i 
NB.  i  N.  i  NW.  i. 

T.  39  N..  R.  78  W. :  Sec.  16,  NB.  }  SW.  i  S.  1  SW.  i,  SW.  i  SB.  J ;  sec.  20,  E.  i 
NE.  i  SE.  i ;  sec.  21,  all ;  sec.  22,  SW.  i  NW.  i  SW.  i ;  .sec.  27.  W.  i  NE.  i  W.  i 
SB.  i ;  sec.  28,  all ;  sec.  29.  B.  i  B.  i  NW.  i  N.  i  SW.  i  SB.  i  SW.  i ;  sec.  32,  N.  i 
NE.  1  SE.  i  NE.  i ;  sec.  33,  N.  i  N.  1  SW.  i  SB.  i  SW.  },  SB.  i ;  sec.  34,  all ; 
sec.  35,  SW.  i  NW.  i  W.  |  SW.  J,  SB.  i  SW.  h 

WooDROw  Wilson,  President. 
April  30.  1915. 

The  next  order  of  withdrawal  affecting  the  Navy  was  the  so-called 
shale  withdrawal. 
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Shaix  Withdraw ai.8 — ^Navai.  Oil  Shale  Reserve  No.  2,  Utah  No.  1 — Ohdeb  of 

WiTHDBAWAL. 

Nftyal  oil  shale  reserve  No.  2,  Utah  No.  1 : 

It  is  hereby  ordered  that  all  lands  included  in  the  following  list  shall  here- 
after constitute  naval  oil  shale  reserve  No.  2,  Utah  No.  1,  and  shall  l>e  held  for 
the  exclusive  use  or  benefit  of  the  United  States  Navy  until  this  order  is  revoked 
by  tbe  President  or  by  Congress. 

SALT  IsAXE  MERIDIAN. 

T.  12  S.,  R.  19  E.,  sec.  1,  all ;  sees.  3  to  15,  inclusive ;  sees.  17  to  31,  inclusive ; 
sees.  33  to  35,  inclusive. 

T.  13  S.,  R.  19  E.,  sec.  1,  lots  5.  7,  8,  and  10,  W.  ^  of  E.  4.  W.  1 ;  sees.  3  to  11, 
Inclusive;  sec  12,  lot  2,  W.  i  of  NE.  h  SE.  i  of  NE.  i,  W.  4.  SE.  i ;  sec.  13,  W.  i 
of  E.  h  W.  4 ;  sec.  14,  all ;  sec.  15,  all ;  sees.  17  to  23,  Inclusive ;  sec.  24,  lot  1, 
W.  i  of  NE.  i,  W.  J,  NW.  1  of  SE.  i ;  sec.  25,  lots  3  and  4,  W.  i,  W.  4  of  SE.  i ; 
sees.  26  to  31.  Inclusive;  sees.  33  to  35,  inclusive. 

An  area  bounded  as  follows:  Beginning  at  the  southeast  corner  T.  13  S..  R.  19 
E..  thence  north  12  miles,  more  or  less,  along  the  west  township  line  of  Tps.  12 
flwl  13  S.,  R.  19  E.,  to  the  northwest  corner  of  T.  12  S.,  R.  19  E. ;  thence  west  6 
miles,  more  or  less,  along  the  north  township  line  to  the  northwest  corner  of 
T.  12  S.,  R.  18  E. ;  thence  south  12  miles ;  thence  in  an  easterly  direction  6  miles, 
more  or  less,  to  the  point  of  beginning. 

The  township  net  of  the  nearest  accepted  survey  has  been  projected  over  the 
area  and  indicates  that  the  land  lies  in  the  following  unsurveyed  townships: 
T.  12  S.,  R.  18  K ;  T.  13  S.,  R.  18  B. 

WooDBow  Wilson,  President 

December  6,  1916. 

Naval  On.  Shale  Reserve  No.  1,  C!olorado  No.  1 — Order  of  Withdrawal. 

Naval  oil  shale  reserve  No.  1,  Ck>1orado  No.  1 : 

It  Is  hereby  ordered  that  all  lands  Included  in  the  following  list  shall  here- 
after constitute  naval  oil  shale  reserve  No.  1,  Ck)1orado  No.  1,  and  shall  be  held 
for  (he  exclusive  use  or  benefit  of  the  United  States  Navy  until  this  order  is 
revoked  by  the  President  or  by  Ck)ngress : 

SIXTH   PRINCIPAL  IfERIDIAN. 

T.  5  S.,  R.  94  W.,  sec.  2,  NW.  i  of  NE.  J,  S.  i  of  NE.  },  W.  ^  SE.  } ;  sees.  3  to 
11,  Inclusive ;  sec.  13,  W.  i  of  NW.  i,  SW.  i.  SW.  i  of  SE.  \ ;  sees.  14  to  35,  inclu- 
sive; sec  36,  N.  i  of  NE.  i,  SW.  i  of  NE.  i,  NW.  i,  N.  ^  of  SW.  i.  SW.  i  of  SW.  J. 

T,  6  S.,  R.  94  W.,  sec.  5,  N.  i  of  NW.  i,  SW.  i  of  NW.  i ;  sec.  6,  all ;  sec.  7,  N.  i 
of  NW.  J,  SW.  i  of  NW.  i. 

T.  5  S..  R.  95  W.,  sec.  1,  all ;  sec.  2,  all ;  sees.  11  to  14,  Inclusive ;  sees.  23  to  20, 
inclusive ;  sec.  35,  all ;  sec.  36,  all. 

T.  0  &,  R.  95  W.,  sees.  1  to  11,  inclusive;  sec.  12,  N.  1,  N.  *  of  SW.  i  SW.  i  of 
SW.  i,  NTV\  i  of  SE.  i ;  sec.  14,  N.  i  of  NE.  i,  SW.  i  of  NK.  h  W.  ^  NW.  i  of 
SE.  I:  sees.  15  to  21,  inclusive;  sec.  22.  N.  i,  N.  )  of  SK.  i ;  sec.  23,  NW.  i  of 
KW.  i ;  sec.  28,  W.  i  of  NW.  i ;  sec.  29,  all ;  sec.  30,  all ;  sec.  31,  N.  i,  SW.  i.  N.  J 
of  SB.  i,  SW.  i  of  SE.  i. 

WooDRow  Wilson,  President, 
December  6, 1916. 

8IATEMEHT  07  T.  H.  GIILETT,  BEFBESEimHO  THE  OH  HmTTSTBT 

ASSOCIATION  OF  CAUTOBNIA. 

Mr.  GnxETT.  Before  I  proceed,  Mr.  Chairman,  Tve  have  a  map 
that  I  had  delivered  in  the  office  last  night.  This  is  a  map  of  Naval 
Reserve  No.  2,  which  I  would  like  to  call  to  the  attention  of  the  com- 
mittee as  I  proceed  with  my  argument,  and  it  should  be  phiced  some- 
where where  it  could  be  seen.  It  is  a  very  large  map.  [Producing 
map  marked  **  Naval  Beserve  No.  2,  created  December  13, 1912."] 
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Mr.  SiNNOTT.  Mr.  Chairman,  I  would  like  to  have  each  witness 
state  fully  his  connection  with  the  oil  business,  and  who  he  represents^ 
so  we  will  not  have  to  ask  those  questions. 

The  Chairman.  Agreeable  to  Mr.  Sinnott's  suggestions,  Gov.  Gil- 
lett,  if  you  will  state  your  full  name  and  who  you  represent,  and 
each  witness  will  do  that,  it  will  save  time  and  obviate  cross-examina- 
tion on  that  point. 

Mr.  Cramton.  Mr.  Chairman,  would  it  be  in  order,  and  in  keepinflf 
with  Mr.  Sinnott's  suggestion,  not  only  if  they  state  whom  they 
represent,  but  what  their  interests  are  in  the  oil  industry! 

The  Chairman.  Of  course,  we  can  elaborate  that  if  you  desire. 

Mr.  Cramton.  What  their  financial  interests  are  in  the  oil  in- 
dustries. 

The  Chairman.  You  mean  the  number  of  interests  and  the  claims? 

Mr.  Cramton.  How  they  are  connected  with  the  industry.  For 
instance,  a  gentleman  may  come  in  and  say  he  is  simply  representing 
his  own  opmion  in  this  hearing,  but  we  may  have  substantial  inter- 
ests in  the  industry,  and  we  would  like  to  know  what  those  interests 
are. 

The  Chairman.  Will  you  do  that,  please,  Governor? 

Mr.  GiLLETT.  My  name  is  J.  N.  Gillett,  residence,  San  Francisco, 
Cal.  I  represent  the  Oil  Industry  Association,  of  California,  an 
association  that  was  organized  several  years  ago  by  the  oil  companies 
of  California,  who  are  interested  in  this  legislation,  and  are  organized 
for  the  purpose  of  presenting  to  Congress  what  its  interests  are  and 
asking  tor  relief.  I  have  no  interest  personally  in  any  oil  property 
and  own  no  oil  stock,  and  appear  here  in  the  capacity  of  an  attorney 
only.  This  matter  has  been  pending  in  Congress  for  several  years. 
The  House  twice  has  passed  a  leasing  bill  granting  relief  to  those  who 
are  claimants  of  public  lands  that  have  not  been  patented.  The 
Senate  has  passed  a  bill  twice,  once  on  the  3d  of  March,  1915,  when 
it  struck  out  all'  of  the  general  provisions  of  the  leasin«j  bill,  and 
passed  the  relief  provisions  only.  The  Senate  passed  a  bill,  as  you 
all  know,  again  on  the  7th  of  January  of  this  year,  which  bill  is  now 
pending  before  this  committee. 

Since  the  Senate  bill  was  passed,  we  understand,  there  has  been  a 
meeting  of  the  heads  of  the  departments — ^the  Secretary  of  the  In- 
terior, the  Secretary  of  the  Navy,  and  the  Attorney  General — and 
they  have,  at  the  request  of  this  committee,  submitted  an  amendment 
to  the  Senate  bill  which  they  desire  to  have  incorporated  in  the 
Senate  bill  instead  of  section  16  of  that  bill.  This  report  which 
they  have  filed,  and  which  is  here  before  you,  was  in  answer  to  a  letter 
from  the  chairman  of  this  committee,  in  which  the  chairman  says : 

The  Committee  on  the  PubUc  Lands  are  anxious  to  do  fiiU  Justice  to  the  bona 
fide  rinlmants  in  the  West,  but  are  anxious  that  no  Government  property  of  any 
sort  shall  be  sacrificed  in  an  effort  to  so  aid  them. 

We  have  known  all  the  time  that  it  has  been  the  purpose  of  this 
committee,  and  also  of  the  Committee  on  Public  Lands  of  the  Sen- 
ate, to  do  substantial  justice  to  the  bona  fide  claimants,  and  we  feel 
to-day  in  presenting  this  matter  to  the  committee  that  it  once  more 
will  go  over  the  ground  which  has  been  passed  over  so  many  times 
and  will  try,  as  near  as  it  can,  following  its  own  judgment  and  its 
own  conviction^,  in  passing  such  relief  measures  as  shall  do  justice 
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to  those  Tcho  have  in  good  faith  gone  upon  the  public  lands  of  this 
country  and  made  valuable  improvements. 

There  was  no  law  passed  by  Cong^ress  undelr  which  a  claim  for 
oil  or  sas  could  be  located  until  1897,  when  Ck)ngress  passed  an  act 
making  applicable  the  placer-mining  laws  of  the  country  to  the  loca- 
tion of  oil  lands.  After  that  act  passed  people  in  different  sections 
of  the  country  where  they  believed  oil  to  be  went  upon  the  public 
domain,  made  their  locations  in  accordance  with  the  placer-mining 
laws,  surveyed  out  their  claims,  marked  the  boundaries,  recorded 
tlieir  notices,  took  possession  of  the  lands,  and  commenced  their  de- 
velopment work. 

In  the  summer  of  1909  a  large  amount  of  work  of  this  character 
was  in  progress  in  the  State  of  California  and  some  in  the  State  of 
Wyoming.  People  there,  believing  that  they  had  the  right  to  go  on 
the  land,  complied  with  the  law  as  far  as  they  could  comply  with  it 
and  were  industriously  at  work  when,  on  the  27th  day  of  September, 
11X)9,  without  any  notice  or  warning,  the  President  of  the  United 
States  issued  an  order  withdrawing  over  8,000,000  acres  of  land  in 
Wyoming  and  California  from  entry,  and  this  was  done  in  the  aid  of 
future  legislation.  From  the  date  of  this  withdrawal  order  has  fol- 
lowed all  the  trouble  which  has  surrounded  the  oil  peo])le  of  the 
country.  In  making  this  order  of  withdrawal  the  President  was 
excedingly  careful  to  insert  in  it  the  following  language : 

In  aid  of  proposed  le^slatlon  affecting  the  use  and  disposition  of  the  pe- 
trolenm  deposits  on  the  public  domain,  or  public  lands  In  the  accompanying  list 
ore  hereby  temporarily  withdrawn  from  all  form  of  location,  settlement,  selec- 
tion, filing,  entry,  or  disposal  under  the  mineral  or  nonmlneral  public-land  laws. 

Then  follows  this  saving  clause: 

All  locations  or  claims  existing  and  valid  on  this  date  may  proceed  to  entry 
In  the  usual  manner  after  field  luveBtigation  and  examination. 

Now,  as  I  stated,  at  that  particular  date  in  California  the  people 
were  upon  these  public  lands;  they  had  been  there  for  some  time; 
invited  to  go  there  under  the  laws  of  this  country;  had  established 
themselves  on  their  respective  properties  and  were  engaged  in  the 
different  work  necessary  leading  to  the  discovery  of  oil.    Some  were 
building  their  cabins,  some  were  constructing  roads,  some  were 
bringing  in  water  supplies  from  a  long  distance.    Others  were  con- 
structing derricks,  ana  some  were  actually  in  progress  of  drilling, 
and  some  had  discovered  oil,  when  this  order  came.    Of  course,  there 
was  some  hesitation  for  a  time  to  understand  just  what  the  order 
meant  and  just  what  their  rights  were.    But,  reading  it  carefully, 
they  noticed  tliere  was  a  saving  clause  to  the  effect — 

That  all  locations  or  claims  existing  and  valid  on  this  date  may  proceed  to 
entry  In  the  usual  manner. 

And  they  continued  their  operations  and  they  continued  their 
work,  and  they  have  expended  millions  of  dollars  under  this  par- 
ticular withdrawal  order  and  have  discovered  oil  and  have  dis- 
covered gas.  Now,  their  right  to  this  property  is  questioned;  it  is 
disputed,  and  is  disputed  on  several  grounds. 

First,  it  is  contended  that  they  were  not  diligently  prosecuting  the 
work  at  the  time  when  the  order  was  made. 
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Then  again,  under  the  provisions  of  the  Pickett  bill,  which  was 
passed  some  nine  months  hiter,  it  is  held  that  they  did  not  continuously 
Ivocp  up  this  labor,  but  there  >Yere  weeks  and  months  passed  in  which 
they  were  idle  and  not  actively  engaged  in  work,  and  therefore  they 
have  lost  all  their  rights,  not  withstanding  they  contmued  their 
labors,  and  have  discovered  oil. 

These  are  questions  which  we  desire  that  Congress  shall  settle. 
They  are  disputed  in  the  courts.  There  is  a  difference  of  opinion. 
We  are  told  by  the  department  that  they  don't  want  to  disturb  at  all 
any  of  the  legjil  rights  which  these  people  may  have.  If  they  have 
any  equitable  rights  they  must  try  it  out  in  court,  but  as  was  said 
by  Secretary  Lane  in  his  report — I  think  in  1915 — ^that  Congress  is 
the  only  forum  where  these  equitable  rights  can  be  considered  and 
acted  upon.  No  couii:  sitting  as  a  court  of  law  or  in  chancery,  no 
matter  now  strong  it  may  find  the  equity  to  be,  can  give  to  a  claimant 
any  rights  that  Congress  by  law  does  not  give  them.  They  can  not 
say,  liKe  you  can  say,  "  You  have  discovered  oil,  but  you  have  been 
idle;  you' have  got  strong  equities,  but  we  can  not  give  you  any  re- 
lief." A  court  can  only  give  the  relief  which  the  law  itself  gives.  It 
can  not  say,  "  You  located  on  80  acres  of  land,  and  we  think  you 
ought  to  have  40  acres."  It  can  not  say,  "  You  located  80  acres  of 
land  and  you  have  improved  it  and  have  discovered  oil,  but  we  are 
only  going  to  give  you  a  well."  It  can  not  do  that,  so  it  is  up  to  Con- 
gress sitting  here,  with  these  people  before  you  with  their  claims,  to 
pass  such  law  and  to  give  such  relief  as  will  do  ample  and  full  justice 
to  these  people  who  went  upon  these  Government  lands  and  made 
these  improvements,  believing  in  good  faith  they  had  the  right  to  be 
there. 

Now,  there  was  some  misunderstanding  in  the  Department  of  the 
Interior  and  in  the  Department  of  Justice  as  to  just  wnat  the  rights  of 
those  people  were  who  were  upon  these  lands  prior  to  the  withdrawal 
order,  and  I  want  to  say,  as  far  as  I  am  concerned,  that  I  am  speaking 
almost  altogether  for  "those  who  went  on  prior  to  any  withdrawju 
order.  There  may  be  some  cases  in  California  that  went  on  after- 
wards. I  don't  know  of  that.  Nearly  all,  I  believe,  went  on  prior 
to  the  withdrawal  order,  and  I  am  going  to  offer  and  ask  to  have  it 
printed  in  the  record  a  list  of  companies  m  California,  with  the  acre- 
age in  each  case  and  the  number  of  wells  drilled,  who  went  on  there 
|>rior  to  the  withdrawal  order.  And  I  want  to  call  the  attention  of 
the  members  of  the  committee  to  the  fact  that  nearly  all  of  these 
claimants  own  from  20  up  to  80  acres,  and  very  few  over  100  acres 
of  land.     So  their  holdings  are  small. 

Going  back  to  the  statement  I  made,  that  there  is  a  misunderstand- 
ing as  U)  the  rights  of  the  claimants,  it  is  due  to  this  misinterpreta- 
tio?i  or  misunderstanding  of  what  President  Taft  intended  by  his 
witluliawal  order  that  has  caused  a  great  deal  of  trouble.  It  has 
caus(»d  innimierable  suits  to  be  started  against  oil  claimants  in  Cali- 
foi-nia  and  their  properties  put  in  the  hands  of  receivers.  It  has 
|)revente(l  them  from  going  on  and  developing  their  property.  Even 
(hose  who  have  not  been  sued  have  been  fearful  that  suits  might  be 
(•c>ninier»ced.  and  they  have  not  developed  the  valuable  oil  fields  in 
Califoi*T)ia  that  they  could  have  developed,  with  the  result  that  to-day 
in  California  we^are  running  behind  about  30,000  barrels  a  day. 
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That  is,  our  consumption  exceeds  our  production  by  at  least  30,000 
barrels  a  day  and  is  forcing  the  people  of  California  in  the  oil  busi- 
ness to  cancel  their  contracts  with  people  in  Oregon  and  Washington 
and  Alaska,  because  they  can  not  furnish  the  oil  which  they  require 
in  their  industries. 

Now,  in  a  letter  addressed  to  this  committee  by  Secretary  Lane  on 
January  3, 1916,  he  used  this  language: 

There  are  at  present  many  developed  oil  wells  upon  the  public  domain  held 
by  those  whose  claims  are  invalid  under  existing  law,  for  the  reason  that  no 
discoveries  were  made  prior  to  the  date  of  the  withdrawal  of  the  land  from 
entry. 

Claiming  that  these  locations^  notwithstanding  the  fact  that  oil 
has  been  discovered,  were  invalid  because  discovery  was  not  mad© 
prior  to  the  date  of  withdrawal.  The  contention  was  also  urged  in 
the  court  by  the  Attorney  General's  office,  and  suits  were  commenced 
against  companies  that  have  discovered  oil,  on  the  ground  that  they 
had  not  made  their  discovery  prior  to  the  withdrawal  order.  And 
that  matter  was  thrashed  out  before  the  Circuit  Court  of  Appeals 
of  the  Ninth  Judicial  Circuit  in  the  case  of  the  Con^ldiated  Mutual 
Oil  Co.  et  al.,  v.  United  States  of  America. 

Mr.  Raker.  Where  is  it  reported? 

Mr.  GiLLETT.  It  is  reported  in  the  Federal  Reports.  I  have  only 
here  a  list  of  cases  that  have  been  compiled  together,  but  I  can  cite 
it  in  the  Federal  Reports. 

Now,  the  people  that  were  involved  in  this  suit  had  entered  the 
land  prior  to  the  withdrawal  order.  They  were  making  improve- 
ments there  at  the  time  when  the  withdrawal  order  was  made.  Suit 
was  commenced  against  them  and  a  receiver  was  appointed.  The 
Government  was  charging  them  with  being  trespassei-s,  and  that  they 
had  no  right  there,  and  the  courts  decided  against  the  Government. 
This  land  that  I  am  now  speaking  about — the  suit  which  I  am  now 
talking  about — is  for  land  embraced  in  the  Naval  Reserve  No.  2. 
The  court,  in  rendering  its  decision,  says : 

It  is  insisted  on  hehalf  of  the  Government  thnt  exemptions  from  the  effect  of 
the  onler  of  the  President  therein  provided  for  will  not  he  properly  hehl  to 
apply  to  any  land  upon  which  at  the  time  of  its  promulpntinn  no  niinernl  hnd 
been  discovered,  even  though  as  in  the  present  cnse  the  land  hnd  been  locate<l 
under  and  by  virtue  of  the  mining  Inws,  its  boundaries  properly  ninrked  on 
the  ground,  and  the  assignees  of  the  locators  the  nin  bona  fide  actual  possession 
and  actively  engaged  in  seeking  mineral  therein. 

The  court  goes  on  further: 

A  mining  claim  perfected  under  the  law  is  property.  In  the  highest  sense  of 
that  term,  which  may  be  bought,  sold,  and  conveye<l,  nnd  will  pass  by  descent. 
It  Is  not,  therefore,  subject  to  the  disposal  of  the  Government  President  T:ift, 
vho  had  himself  been  a  distinguished  Federal  Judge,  of  course,  well  knew  this; 
and  we  think  it  altogether  unreasonable  to  hold  thnt  the  words  eniplnyed  by 
him  In  his  onler,  "all  locations  or  clnlms  existing  nnd  valid  on  this  dnte  niny 
proceed  to  entry  !n  the  usual  manner  after  field  Investigation  ami  examlnsitlDn," 
^'ere  intended  or  can  be  fairly  coustrued  to  apply  to  lands  upon  which  dis- 
coveries have  already  been  made  and  to  which  Its  locators  have  already  ncqnirod 
an  equitable  title,  but,  on  the  contrary,  that  they  were  intended  and  sluuild  be 
held  to  apply  to  all  locations  and  claims  existing  at  the  time  of  the  making  i»f 
the  withdrawal  order,  to  wliich  the  locators  or  claimants  have  some  valid 
right 
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The  President  had  the  authority  to  make  this  order,  and  it  has 
been  so  decided  by  the  Supreme  Court  of  the  United  States  in  the 
Mid  West  ease,  and  the  lands  described  in  that  order,  and  upon  which 
a  discovery  of  oil  had  not  boen  made,  would  probably  have  been 
affected  thereby  unless  the  order  contained  some  saving  clause  ex- 
cepting it  from  its  provisions.  This  saving  clause  Presdent  Taft 
was  careful  to  insert,  to  the  end  that  no  citizen  should  be  prejudiced 
in  his  rights  who  in  good  faith  had  entered  upon  public  lands  sub- 
ject to  entry  under  the  mining  laws,  and  was  asserting  a  claim 
thereto.  This  was  a  notice  to  every  oil  locator  who  was  in  possession 
and  occupancy  of  his  claim  at  the  date  of  withdrawal  that  his  rights 
were  recognized  and  that  he  might  proceed  in  the  usual  manner  to 
perfect  his  entry  by  making  a  discovery  of  oil.  He  was  not,  there- 
fore, a  trespasser  upon  the  land.  His  right  to  continue  in  possession 
and  develop  it  was  protected,  and  he  was  advised  by  the  President 
of  the  United  States  that  he  might  proceed  with  his  work  just  as  if  no 
order  of  withdrawal  had  been  maae.  Following  this  advice  he  has 
at  large  expense  discovered  oil  by  drilling  wells,  and  such  discovery 
was  made  with  the  knowledge  of  the  Government,  and  without  any 
interference  from  or  protest  by  it. 

In  cases  recently  decided  in  California  growing  out  of  this  litiga- 
tion started  by  the  Government,  in  which  these  people  who  are  in 
possession  were  charged  with  being  willful  trespassers,  the  court 
says — Judge  Bean,  of  the  United  States  district  court,  sitting  in  the 
southern  district  of  California  in  the  case  of  the  United  States  v. 
The  Midway  Northern  Oil  Co.: 

The  defendants  were  not  willfnl  looters  of  the  pnhllc  domain  nor  recTcless 
trespnjssers  thereon.  They  acted  upon  advice  of  reputable  counsel,  expended 
their  money  and  labor  in  p:ood  faitli.  relying  upon  tlie  law  of  the  United  States, 
and  in  the  honest  belief  that  they  were  witliin  tlieir  rights. 

Later,  in  the  case  of  the  United  States  v.  McCutcheon  et  al.,  an- 
other case  decided  in  the  Federal  courts,  Judge  Bledsoe  says : 

There  can  l)e  no  valid  claim.  In  my  judgment,  thnt  the  defnedants  herein 
were  in  any  sense  willful  trespnssers;  assuredly  there  is  nothing  in  the  facts 
develoi)e<l  to  form  that  conclusion,  and  I  know  of  no  rule  which  could  or  should 
apr>eal  to  this  court  in  equity  which  would  have  the  effect  of  so  adjudging 
them. 

Later  on,  in  the  case  of  the  United  States  of  America  v.  The  North 
American  Oil  Consolidated  Co.  et  al.,  the  Federal  court.  Judge 
Bean  sitting,  and  speaking  about  the  situation  in  California  and 
about  these  people  that  I  am  representing,  used  this  language: 

At  the  time  of  the  withdrawal  of  September  27,  1D09,  which  came  without 
notice  and  without  giving  Interested  parties  an  opportunity  to  be  heard,  land 
wlhin  the  withdrawn  area  In  California,  but  occupied  by  persons  and  corpora- 
tions who  were  In  good  faith  engnged  in  the  actual  work  of  exploration  with 
a  bona  tide  intention  of  complying  with  tlie  mining  laws,  but  had  not  yet  dis- 
covered oil.  There  was  no  statute  or  law  protecting  such  an  explorer  against 
the  Government  or  giving  him  any  vested  right  against  it,  even  that  of  occupii- 
tlon,  although  he  was  In  possession  by  its  Invitation  and  under  Its  promise, 
implied  If  not  expres.se<l,  to  permit  him  to  retain  possession  and  ^icqure  the 
benetit  of  a  discovery  if  it  should  be  subsequently  made.  For  the  Government 
under  these  circumstances  to  have  sununarily  dispossessed  and  ousted  such 
occupants  or  claimants,  contiscntlng  the  result  of  their  labor  and  improvementa» 
would  have  been  a  great  hai'dship  if  not  a  positive  wrong. 
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And  the  judge  in  his  opinion  further  says  about  these  people  who 
were  on  this  land : 

It  Ir  now  too  Inte,  in  my  opinion,  for  the  Government  to  question  the  defend- 
ant's rfgcht  to  the  pos8<»ssion  and  the  oil  contents,  because  It  may  be  that  at 
Bonie  time  during  the  projn'ess  of  their  work  since  the  withdrawal  and  prior  to 
the  discovery  they  were  not  as  diligent  as  they  should  have  been. 

That  is  the  very  point  which  they  are  seeking  now  to  make  against 
the  oil  claimants. 

Now,  these  people  in  California — various  companies — ^havinjr  been 
in  possession  of  this  land  prior  to  the  withdrawal  made  by  the  Presi- 
dent, having  occupied  it  under  the  laws  of  this  country,  having  ex- 
pended millions  or  dollars  in  the  development  of  this  property,  the 
question  arises  what  is  the  Government  going  to  do  about  it?  Is 
he  to  be  treated  as  a  trespasser  and  mulcted  in  damages?  Is  he 
going  to  be  forced  to  surrender  his  riffhts  to  a  patent?  Is  he  only  to 
receive  a  lease  for  his  well  upon  paying  back  royalties  upon  oil  pix)- 
diiccd,  as  well  as  royalties  for  oil  to  be  thereafter  produced?  Or  is 
he  to  I'eceive  a  patent,  having  discovered  oil  and  complied  with  the 
mining  laws  of  the  country,  as  the  presidential  order  suggested  he 
would  receive;  or  will  he  get  a  preferential  lease  for  his  claim,  as 
provided  in  the  Senate  bill,  by  the  paying  of  back  royalties?  Be- 
lieving that  the  order  of  withdrawal  meant  what  it  said,  he  contin- 
ued in  the  possession  of  his  claim  with6ut  any  protest  from  the  Gov- 
emment  until  after  he  had  discovered  oil  and  had  spent  thousands 
of  dollars  upon  it  and  had  in  good  faith  developed  a  valuable  prop- 
erty: and  after  having  done  all  this  work  he  has  been  harassed  by 
ihe  litigation  commenced  by  the  Government  to  oust  him  as  a  tres- 
imsser.  He  has  been  forced  to  spend  large  sums  of  money  in  the 
defense  of  his  rights.  His  credit  has  been  impaired  and  bankruptcy 
stares  him  in  the  face,  and  now.  after  eight  years,  the  Government, 
which  told  him  to  proceed  with  his  work,  offers  to  him  as  a  compro- 
mise a  lease  on  the  wells  which  he  has  drilled  upon  his  paying  back 
royalty  and  surrenderingr  h^s  rights  to  a  patent  for  the  land  he  has 
improved  and  made  valuable.  And  if  he  refuses  to  accept  it,  they 
will  prosecute  him  still  further  in  the  courts. 

Tlie  necessities  of  many  small  oil  companies  may  force  them  to 
accept  such  a  compromise  to  save  themselves  from  final  ruin,  but  the 
question  still  remains.  Where  is  the  justice  of  it?  If  the  oil  claim- 
ants lost  all  of  their  rights  to  these  lands  which  they  have  entered 
under  the  mining  laws  when  the  withdrawal  order  was  made,  then, 
of  course,  a  different  case  would  be  presented.  They  did  not  lose 
any  of  their  rights,  however,  which  the  mining  laws  gave  them, 
l)ecau9e  the  President's  order  saved  them  and  told  those  in  possession 
that  they  might  proceed  in  the  usual  manner  to  develop  their  land. 
If  they  have  offended  at  all,  it  has  been  in  doing  the  very  thing 
which  the  order  authorized  them  to  do,  and  if  they  are  to  be  pun- 
ished or  penalized  it  is  for  believing  that  the  order  meant  what  it 
said  when  it  told  them  that  all  locations  existing  and  valid  on  this 
date  may  proceed  to  entry  in  the  usual  manner  after  field  investiga- 
tion and  examination.  To  grant  only  a  lease  for  wells  to  those  who 
were  in  possession  of  the  lands  at  the  date  of  the  presidential  with- 
drawal order  under  the  mininir  laws  is  obviously  unfair,  because  it 
breaks  faith  with  them.    And,  furthermore,  it  will  not  treat  all 
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alike.  Some  companies  were  financially  able  to  develop  their  claims 
and  have  already  drilled  a  sufficient  number  of  wells  to  drain  their 
land.  To  them  a  lease  for  their  wells  would  be  tantamount  to  a 
lease  for  their  land.  Other  companies  have  been  able  to  drill  only 
one  or  two  wells,  either  through  lack  of  funds  or  because  of  litigation 
started  by  the  Government,  and  they  will  therefore  only  get  a  small 
portion  of  the  oil  contained  in  the  land  upon  which  they  located  and 
Tor  which  they  hoped  to  get  a  patent.  The  rest  of  the  land  will  be 
leased  to  a  stranger  or  be  operated  by  the  Government.  ThQ 
stranger  has  run  no  risk  nor  done  any  prospecting,  and  he  w^ill  enter 
upon  the  land,  sink  wells  to  the  oil  sands,  and  will  take  from  the 
pioneer  a  part  of  the  oil  which  he  has  discovered  and  which  the 
Government  encouraged  him  to  discover,  and  reap  the  full  benefit  of 
his  labor. 

Another  point  I  wish  to  impress  upon  this  committee,  which  seems 
to  me  to  be  one  of  the  strong  points  in  favor  of  our  people  in  Cali- 
fornia, is  this:  That  the  Government  of  the  United  States,  through 
the  Interior  Department  and  the  Department  of  Justice,  had  actual 
knowledge  of  every  act  that  was  being  done  by  these  people  during 
all  these  long  years  they  were  busily  engaged  at  work  and  spending 
their  money,  and  they  made  no  protest  whatever.  And  they  were 
lying  low,  waiting  for  the  time  to  come  when  they  should  develop  this 
property  and  discover  oil,  before  they  started  their  suits.  And  this 
fact  was  brought  out  at  the  trial  of  The  United  States  v.  The  Midway 
Northern  Oil  Co.  et  al.,  Judge  Bean  sitting  as  judge.  Gratz  Helm 
was  chief  of  the  field  division  in  California  from  the  1st  of  July, 
1910,  to  the  1st  of  July,  1915,  covering  most  of  the  period  when  this 
work  was  going  on.  He  was  called  as  a  witness  in  this  case  that  I 
have  just  called  your  attention  to,  and  on  tlie  stand  this  question  was 
put  to  him: 

Q.  What  Instructions,  If  any,  did  you  have  with  reference  to  operators  who 
were  drilUn^  where  there  was  no  prothiction? 

A.  Well,  the  Instructions  that  I  had  were  negative,  I  should  say. 

Q.  Well,  what  were  they? 

A.  Instructions  to  prepare  reports  looking  to  the  Institution  of  suits  where 
there  was  production. 

Q.  And  to  leave  operators  who  had  not  reached  production  alone? 

A.  Yea,  sir. 

Q.  Although  they  were  drilling? 

A.  Yes,  sir. 

By  the  Court.  From  whom  did  you  receive  that  instruction? 

A.  From  Mr.  B.  F.  Townsend  first,  who  was  In  charge  of  the  oU  suits. 

The  chief  of  the  field  division  with  his  agents  was  upon  the  ground 
for  three  or  four  or  five  years,  keepinpr  track  of  every  bit  of  work 
that  was  being  done,  minglirijo:  with  these  men  and  asking  them 
questions.  They  were  proceeding  in  the  very  best  of  good  faith, 
openly  and  abovoboard,  and  from  Mr.  B.  S.  Townsend,  in  the  Attor- 
ney General's  Office,  came  the  advice,  "  Do  nothing,  until  they  have 
discovered  oil,  toward  the  institution  of  suits,"  And  after  they  had 
discovered  oil,  then  suits  followed  thick  and  fast.  A  number  have 
been  started  in  Naval  Beserve  No.  2.  I  believe  about  seven  have 
been  decided.    Isn't  that  right,  Mr.  Titus? 

Mr.  Titus.  Not  so  many  as  that  have  been  decided.  Four  have 
been  decided. 

Mr.  Gtlli^tt.  Four  have  b'^en  decided  in  Naval  Reserve  No.  2;  all 
against  the  Government.   Those  were  suits  that  were  selected,  because 
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they  were  believed  to  be  the  best  suits,  and  last  summer  they  were 
decided  against  the  Government. 

Now,  if  an  individual  told  another  individual,  or  leased  to  him  a 
piece  of  land  under  the  agreement  that  he  might  go  upon  that  prop- 
erty and  improve  it  and  build  fences  and  cultivate  the  land  and 
build  houses,  and  he  started  in  to  do  that  work,  and  the  man  stood 
by  and  watched  him  do  it  and  permitted  him  to  do  it  until  after  he 
had  completed  his  labors,  having  in  his  mind  all  the  time  that  he 
was  going  to  oust  him  when  he  made  his  improvements,  where  would 
that  man  stand  in  a  court  of  justice  or  a  court  of  equity?  But  still, 
for  four  years,  we  have  been  contending  before  the  Senate  and  before 
the  House  for  protection  for  these  people  who  have  made  discoveries 
of  oil  lands,  and  who  went  on  there  prior  to  this  withdrawal  order, 
for  the  protection  which  the  courts  would  give  to  them  in  an  action 
between  private  individuals.  It  seems  to  me  the  Government  should 
stand  in  no  greater  position  in  matters  of  this  kind  than  an  ordinary 
citizen,  and  when  the  Congress  wants  to  do  justice,  and  wants  to  act 
in  good  faith,  it  should  take  into  consideration  all  these  facts  and 
do  it. 

It  is  true  there  have  been  differences  of  opinion  between  the  three 
departments  and  considerable  friction  as  to  their  rights,  but  recently 
it  seems  they  have  compromised  their  differences  and  suggested  an 
amendment  here  which  would  be  unfair  to  many  of  the  people  in 
California  who  have  gone  upon  the  lands  there  in  good  faith  and 
made  these  developments  and  discovered  oil.  Naval  Reserve  No.  2 
^as  created  in  December,  1912.  Naval  Reserve  No.  1  was  created 
in  September,  1912.  At  the  time  when  Naval  Reserve  No.  2  was 
created — and  that  appears  there  on  the  map — people  were  in  the 
possession,  had  been  there  for  several  years,  and  had  some  300  wells 
or  more  drilled,  some  of  them  costing  as  much  as  $100,000.  They 
had  found  very  valuable  oil  deposits  at  great  expense.  They  were 
furnishing  the  State  of  California  the  oil  which  it  needed  in  its 
industries.  When,  all  at  once,  overnight,  the  Navy  requested  that 
this  particular  piece  of  land  upon  which  all  these  companies  were 
BO  busily  at  work,  and  had  been  so  for  so  long  a  time,  should  be  set 
aside  as  a  reserve  and  these  people  ousted  as  trespassers  having  no 
rights  whatever,  and  suits  have  been  started  against  most  all  of 
thcni  for  that  particular  purpose. 

I  want  to  call  your  attention  to  one  particular  case.  The  president 
of  the  Honolulu  Co.  is  here,  and  he  will  have  something  to  say,  but 
in  passing  I  want  to  mention  it  The  Honolulu  Consolidated  Oil 
Co.  in  the  latter  part  of  December,  1908,  and  in  January  and  Febru- 
ary of  14)09  went  onto  the  field  where  you  see  the  green  sections. 
The  coimti7  was  then  undeveloped.  The  geologists  told  them  they 
might  find  oil  there. 

Capt.  Matson  had  a  line  of  steamers  running  to  Honolulu,  and  he 
needed  oil  for  his  steamers,  and  he  commenced  to  gather  this  land 
together  for  the  purpose  of  drilling  upon  it;  and  he  started  in  his 
^'ork  in  the  best  of  faith,  he  and  his  friends.  The  moment  thev 
started,  some  time  in  the  early  spring  of  1909,  some  eight  or  nine 
months  in  advance  of  the  Taft  withdrawal,  they  kept  constantly 
and  continuously  at  worfc  It  cost  a  vast  amount  of  money.  At  one 
time  Capt.  Matson  was  despondent  for  fear  that  he  would  lose  and 
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sacrifice  also  his  friends  who  had  confidence  in  him.  At  one  par- 
ticular stage  of  the  game  it  was  necessary  for  him  to  sit  down 
and  pledge  his  own  fortune  to  the  amount  of  $750,000  to  protect 
his  friends  and  to  protect  the  property.  He  discovered  oil,  and 
finally  he  applied  for  patents.  He  brought  in  a  water  system 
from  some  distance.  He  built  over  40  miles  of  macadamized  roads. 
He  drilled  innumerable  wells,  put  in  cabins  and  derricks  and  every- 
thing that  went  to  the  development  of  a  fine  property;  and  at  the 
time  he  applied  for  patents  for  his  property  he  had  spent  over 
$3,000,000,  I  think— I  think  about  $3,100,000.  His  claims  went  be- 
fore  the  Interior  Department,  and  everything  was  valid  all  the  way 
through — no  dummy  entrymen,  no  fraud,  no  lack  of  diligence,  no 
lack  of  expenditure  of  money,  and  his  land  was  clear  listed  for 
patents.  Ihe  clear  listing  was  interfered  with  by  another  depail- 
ment  of  the  Government,  and  patents  have  not  been  issued;  and 
recently  suits  have  been  commenced  against  the  Honolulu  Co.  to 
take  from  them  this  property,  to  mulct  them  in  damages  for  the  oil 
which  they  have  extracted.  Those  suits  now  are  pending.  I  have 
no  fear  as  to  what  the  result  will  be,  not  the  least,  out  I  simply  call 
the  attention  of  this  committee  to  the  fight  the  people  who  tried 
to  develop  this  land  in  California  have  been  passing  through.  There 
are  lots  of  small  companies  there  who  are  not  able  to  go  on  as  Capt. 
Matson  went  on  with  his  unlimited  means,  and  they  had  to  wait 
until  water  was  brought  into  the  field  by  public-service  corporations 
before  they  could  commence  drilling.  At  times  they  were  short  of 
funds,  and  they  had  to  go  out  at  different  times  and  raise  more  money 
for  some  improvements  that  might  cost  $ir),000,  $20,000,  or  $30,000, 
all  of  which  caused  some  short  delay  in  drilling.  The  country  was 
an  arid  country,  a  hot  coimtry.  Tnere  was  no  water,  no  roads  or 
other  means  of  transportation. 

Many  of  the  small  companies  in  California  were  composed  of 
farmers,  school-teachers,  and  professional  men,  who  were  doing 
business  as  best  they  could  to  get  a  little  property,  50  acres  or  GO 
acres,  and  because  sometimes  probably  they  were  not  busy  for  possi- 
bly a  week  or  a  month  or  two  or  three  months,  they  are  now  to  lose 
all  their  property,  notwithstanding  that  afterwards  they  had  the 
conrnge  to  go  on  and  discover  oil — and  it  is  the  discovery  of  oil 
which  gives  men  the  right  in  an  oil  claim,  the  same  as  in  a  mining 
claim.  Now,  what  rights  are  these  people  to  receive?  What  pro- 
tecti<m  are  they  to  have?  What  is  Congress  going  to  do  with  these 
citizens?  Are  we  going  to  compromise  against  them  and  give  them 
a  well,  where  they  have  started  out  to  develop,  for  instance,  100  acres 
of  land  and  have  sold  stock  for  that  purpose  and  borrowed  money  on 
that  credit,  after  they  have  diKCovoreu  oil  and  have  gone  on  for 
years?  Or  are  you  going  to  give  them  a  lease  for  the  land  which 
they  have  been  occupying,  and  upon  which  their  imf^rovements  have 
been  made?  Congress  has  answered  this  question  twice.  The  House 
of  Representatives  lias  twice  passed  a  bill  giving  them  a  lease  for 
their  lands,  and  that  was  reconunended  by  the  Secretary  of  the 
Interior.  It  passed  without  any  op|>osition.  The  Senate  of  the 
Uniteil  States  has  twice  passed  a  law  giving  them  a  lease  on  their 
lands,  and  that,  too,  after  long  hearings,  in  which  every  department 
interested  in  this  Government  was  represented  by  its  heads  and  by 
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those  who  were  advising  them.  When  this  bill,  Senate  bill  •2812, 
came  up  before  the  Committee  on  the  Public  Lands  for  action, 
after  they  had  spent  months  in  hearings,  had  heard  everything  that 
they  could  get  hold  of  in  the  way  of  information,  there  wab  only 
one  member  of  that  committee  who  voted  against  the  relief.  They 
believed  it  was  doing  these  people  full  justice.  This  committee  here 
has  three  times  reported  out  a  bill  in  which  it  believed  it  was  doing 
these  people  full  justice.    Were  you  'mistaken  in  that? 

We  believe,  gentlemen  of  the  committee,  that  the  people  I  am 
representing — and  I  am  speaking  for  them  because  others  who  are 
here  to  speak  for  others  who  are  interested — those  who  went  on 
there  prior  to  the  withdrawal  order,  under  the  laws  of  this  country, 
and  have  expended  their  money  in  good  faith,  should  he  entitled  at 
lenst  to  a  lease  on  the  land  upon  wh'ch  they  have  discovered  oil. 
For  if  this  bill  goes  through  and  passes,  the  land  which  is  not  pat- 
ented will  be  suDJect  to  lease  to  somebody,  and  they  should  have  a 
preference  right  at  least  against  the  man  who  has  never  spent  one 
cent  in  pioneer  work,  and  who  comes  upon  the  field,  knowing  where 
the  oil  sands  are,  and  drives  a  well  into  the  property  which  they  have 
discovered.  If  the  Government  is  going  to  lease  the  lands — and 
that  is  the  policy  I  understand  that  this  bill  contemplates — in  all 
justice  and  all  fairness  and  common  honesty  that  preference  riglit 
should  be  given  to  the  man  who  made  that  property  possible,  and 
not  put  him  up  against  a  lot  of  speculators  who  are  willing  to  rush 
in  where  they  were  afraid  to  try  when  he  went  to  the  arid  countries 
of  California  and  made  this  discovery. 

Now,  there  is  another  point  that  I  wish  to  speak  of,  and  it  is  this: 
In  the  Senate  bill  there  is  a  provision  that  a  man  has  a  right  to  try 
out  for  a  patent,  and  if  for  some  technical  reason  the  patent  fs 
<ienied  him  he  may  then  relinquish  whatever  claim  he  has  and  got  a 
lease  for  the  land.    This  amendment  which  is  now  proposed  in  lieu 
of  section  1€  denies  that  right.    And  why  should  it  be  denied?    Why 
should  he  not  have  that  right?    He  has  his  application  now  pending 
before  the  Department  of  the  Interijor  asking  for  his  patent,  and  it 
has  been  pending  there  for  several  years  without  a  hearing,  the 
'department  waitmg  for  Congress  to  act,  and  giving  these  people  a 
chance  and  treating  them  squarely  and  kindly  and  nicely  all  the  way 
through  in  that  particular.    A  large  niunber  of  them  have  been  sued 
m  the  courts,  and  their  right  to  a  patent  is  now  being  thrashed  out 
^y  the  courts,  and  they  are  contending  for  it.    And  ^^•Ily  should  yo!i 
i«ot  give  them  this  I'elief  in  this  proposed  amendment  by  allowing 
^hese  men  whose  applications  are  pending  and  against  wliouj  suits 
have  been  commenced  to  thrash  it  nnt  and  determine  whether  or  not 
they  are  entitled  to  the  patent  i    Why  Wiwh  out  and  take  that  privi- 
l^Sre  from  them  which  the  law  gives  them  and  force  thorn — unmy 
through  fear — to  relinquish  vested  rights  which  they  have  and  take 
their  wells  away  from  them?    It  seems  to  me  that  that  is  a  fair  and 
3  just  provision.    It  is  a  fair  and  a  jnst  protection  to  these  people 
^ ho  now  are  involved  in  this  litigation,  nrnl  I  shall  ask  tli's  com- 
n^ittee  in  passing  on  this  matter  to  allow  -'ch  an  amculmeni  as  that 
^  he.  made,  and  not  deprive  citizens  of  this  comitry  of  a  r!ght  whirh 
^l^e  law  gives  them  now  and  which  tlirv  me  seeking  to  take  ad- 
vantage of. 
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The  claim  is  made — ^and  you  hear  it  frequently  talked  about — 
that  if  this  bill  goes  through  a  large  tract  of  this  land  will  fall  into 
the  hands  of  people  who  have  committed  fra\id  against  the  Govern- 
ment. I  want  to  say  to  this  committee,  so  far  as  I  am  concerned,  H 
hold  no  brief  for  any  man  who  in  violation  of  law  and  in  fraud, 
agninst  tliis  Government  went  upon  any  of  this  land  and  improved  it* 
I  do  not  believe  that  a  man  who  went  out  openly  and  entered  upon. 
this  land  and  took  it  and  developed  it  in  fraud  should  have  any  re- 
lief.   But  here  is  a  class  that  should  have  some  protection. 

Under  the  mining  laws  eight  men  can  associate  themselves  together- 
and  locate  on  160  acres  of  land.  One  man  can  locate  20  acres  and  a 
gioii])  of  eight  can  locate  100  acres.  Locations  were  made  on  land 
throughout  this  district  in  California,  and  the  locators  who  marked 
the  boundaries  filed  their  notices  in  the  county  recorder's  office  and 
did  all  that  the  laws  of  California  and  the  act  of  Congress  required 
them  to  do  have  in  many  instances  disposed  of  their  holdings  to 
innocent  people.  There  was  nothing  in  the  records  to  show  that  any 
wrong  had  been  committed,  if  any  wrong  was  committed. 

A  dummy  entryman  is  a  man  who  permits  his  name  to  be  used  for 
the  benefit  of  somebody  else,  and  that  fact  rests  alone  in  his  mind. 
It  never  becomes  a  record,  but  is  simply  to  himself.  His  name  is 
signed  to  the  location  notice.  His  name  is  placed  in  the  recorder's 
office.  When  a  deed  conveying  the  property  is  made,  he  signs  the 
deed,  and  there  is  nothing  to  indicate  to  the  man  who  buys  the  land 
t  hat  any  wrong  ever  was  committed.  So  the  companies  buying  up  this 
land,  and  having  abstracts  passed  upon  by  competent  lawyers  and 
finding  nothing  to  indicate  or  show  any  wrong  had  been  committed, 
went  tipon  the  land,  like  they  have  done  all  over  the  United  States,  on 
gold  claims,  copper  claims,  silver  claims,  and  all  kinds  of  claims,  and 
commenced  development  work. 

Now,  after  having  spent  thousands  of  dollars  and  applying  for  a 
patent,  it  comes  out  that  some  one  of  the  eight  permitted  his  namo 
to  be  used  for  the  benefit  of  somebody  else,  and  the  people  who  made 
the  discovery  of  oil  and  spent  their  money  had  no  knowledge  of  it, 
but  that  makes  no  difference.  Because  this  man  did  that,  they  are  to 
lose  every  dollar  that  they  had  invested.  They  are  to  be  treated  as' 
trespassers,  as  violators  of  the  law,  and  deprived  of  the  property 
which  they  have  earned.  Of  course,  a  man  can  not  get  a  patent  if 
there  was  a  dummy  entryman  used,  even  if  he  had  no  knowledge  of 
that  fact.  The  fact  that  he  bought  the  property  before  the  patent 
issued  says  that  he  got  merely  an  equity,  and  he  has  no  chance  for  a 

atent  if  that  fact  is  developed  to  the  satisfaction  of  the  Interior 

opartment.  But  is  he  to  be  denied  other  relief?  The  Departmi^nt 
of  the  Interior  can  not  give  him  any  relief.  The  courts  of  the  land 
can  not  give  him  any  relief.  If  he  gets  any  relief  at  all,  it  must 
be  given  to  him  by  Congress.  And  I  believe  it  is  fair — and  I 
think  I  am  not  asking  too  much  of  this  committee  or  of  Congress — 
when  I  ask  that  these  men  who  went  on  and  purchased  this  land, 
without  any  knowledge  of  any  fraud,  and  can  amrmatively  show  that 
to  the  satisfaction  of  the  Interior  Department,  that  they  should  at 
least  have  a  preference  right  to  lease  land  which  they  had  developed. 
And  that  the  Senate  bill  gives  to  them.  I  believe  they  should  have 
that  right. 


B 
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I  see  in  this  letter  written  by  the  Attorney  General  to  this  com- 
mittee that  he  wants  the  words  ^^  actual  knowledge  "  stricken  out  and 
the  word  "notice"  put  in.  The  purpose  of  that  is  to  apply  the 
equitable  rule  that  this  man  had  constructive  notice,  just  the  same  as 
if  he  were  applying  for  a  patent;  and  if  they  get  the  word  "notice" 
in  there,  they  will  apply  decisions  to  beat  him  out  of  even  a  lease. 
But  if  you  use  the  words  that  he  had  no  actual  knowledge  of  any 
fraud  being  committeed  and  that  he  went  in  there  in  the  very  best  of 
faith  and  he  had  knowledge,  if  there  were  facts  sufficient  to  put  him 
on  knowledge,  then  he  should  Aave  some  benefit  and  some  relief. 
And  we  believe  the  bill  ought  to  be  amended  by  using  the  language 
of  the  Senate  bill  which  the  California  Oil  Industry  Association 
asked  the  Senate  to  incorporate  in  the  bill — and  I  might  say  in  pass- 
ing here  that  the  bill  passed  by  the  Senate — the  relief  provisions  in 
E^ction  16 — were  prepared  by  the  Department  of  the  Interior  and 
presented  to  a  conference  committee  first,  composed  of  three  members 
of  this  committee  and  three  members  of  the  Senate  Committee  on 
Public  Lands.  It  met  the  approval  of  the  Department  of  the  Inte- 
rior. There  was  some  claim  by  some  member  of  the  committee  that 
it  would  protect  those  who  had  committed  fraud,  and  the  Oil  Indus- 
try Association  of  California  requested  that  this  amendment  be 
hdded: 

Provided  further,  That  no  clnimant  who  hns  boen  piillty  of  fraud  In  the  loca- 
tion of  any  oil  claim  or  ^as-benrinp:  lands  shall  be  entitle<l  to  any  of  the  benefits 
of  this  section,  nor  shall  his  assignee  be  entitled  thereto,  unless  he  aflirmntively 
shows  that  prior  to  the  passaj^e  of  this  act  he  purchased  such  lands  hi  f^ood  faith 
for  a  valuable  consideration  and  without  actual  Ivnowledge  of  such  fraud. 

That  would  give  to  him  a  lease  of  the  land  which  he  had  devel- 
oped— a  preference  lease.  He  could  relinquish  and  surrender  his 
claim,  pay  his  royalty  to  the  Government,  the  same  as  others  who 
leased  from  the  Government  will  pay  their  royalty,  and  he  will  have 
some  protection  for  the  large  sums  which  he  has  expended. 

I  have  in  mind  one  company  in  California  that  is  being  attacked 
along  that  line,  who  went  therein  the  very  best  of  faith,  after  n  care- 
ful examination  of  all  the  records,  who  spent  nearly  $2,000,000  for 
the  land  which  they  purchased  and  have  spent  nearly  $"2,000,000  in 
developing  that  land  and  had  no  knowledge  of  any  fraud,  and  there 
was  nothmg  to  indicate  that  any  fraud  had  ever  been  committed 
until  long  after  this  work  was  done  and  suit  was  started,  when  one 
of  the  locators,  I  understand,  wrote  a  letter  that  he  was  a  dummy 
locator,  and  unless  he  got  $15,000,  or  something  of  that  kind,  he  would 
testify  against  them.  Are  these  people  who  went  upon  this  land 
after  making  careful  research  in  the  records,  when  the  records  of 
California  showed  everything  to  be  straight,  locations  were  marked 
on  the  ground  and  work  done,  and  spent  this  large  sum  of  money — 
are  thev  to  be  turned  out  without  anything  at  all  and  sued  and 
mulcted  in  damages  for  all  the  oil  which  they  have  extracted?  Or 
would  it  be  justice  to  give  to  them  a  preference  lease  for  their  lands? 
These  are  questions,  gentlemen,  which  you  are  to  answer. 

As  I  said  in  the  beginning,  you  have  gone  over  this  matter  thor- 
oughly, and  it  has  been  rehashed  time  and  again,  and  we  believe  now, 
after  all  these  years,  that  this  question  should  be  settled  and  settled 
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ri«:ht — and  finally  settled — so  that  the  people  in  California  who  have 
gone  upon  these  lands  and  made  these  improvements  can  continue 
their  work  of  development  and  can  produce  the  oil  which  the  State  so 
badly  needs  to  carry  on  its  industries. 

Naval  Reserve  No.  2  is  known  to  be  good  oil  lands.  We  can  ^t  oil 
there  quickly.  We  know  we  can  relieve  the  fuel  situation,  which  is 
bad  in  our  State  and  on  the  whole  Pacific  coast.  We  have  no  coal  to 
dei)end  upon  whatever.  No  ships  are  bringing  it  now  from  Aus- 
trr.lin,  as  they  formerly  did.  No  ships  are  going  to  Alaska  to  get  it, 
because  thei*e  are  no  coal  mines  ther#that  ai*e  open. 

And  how  are  we  going  to  get  coal  in  California  to  bum  for  our  in- 
dustries, taking  it  over  two  ranges  of  mountains,  when  the  people 
in  Pennsylvania  where  coal  is  being  produced  can't  get  enough  to 
keep  themselves  from  freezing  to  death?  We  must  depend  upon  our 
oil.  The  industries  of  the  West  depend  upon  this  fuel.  The  coal  has 
been  placed  here  in  the  East;  oil  has  been  placed  in  the  West.  And 
we  are  going  behind  rapidly.  Thousands  of  acres  of  land  are  tied 
up  and  have  been  tied  up  for  years  that  we  can  not  develop.  I  think 
ihore  are  300.000  acres  of  public  land  in  California  set  aside  under 
recommendations  of  the  Geological  Survey — that  is,  petroleum 
land — that  can  be  entered  under  the  law  if  it  goes  through  and  give 
us  some  relief.  It  will  take  a  lot  of  wildcatting  to  do  it,  but  here 
is  a  large  tract  of  land,  some  25,000  acres,  I  believe,  involved  by  these 
people  that  I  represent,  where  oil  exists;  where  it  can  be  quickly 
secured  and  the  oil  shortage  of  the  Pacific  coast  relieved. 

In  Naval  Reserve  No.  2  you  will  see  by  the  map  that  over  half  of 
it  is  patented.  The  Southern  Pacific  has  held  its  patents  for  22  years. 
It  is  true  suit  has  been  commenced  to  cancel  those  patents,  but  I  think 
without  any  chance  in  the  world  to  accomplish  it.  There  are  about 
800  or  moi'e  producing  wells  in  this  reserve.  Close  to  one-third  of 
the  oil  has  been  withdrawn.  It  can  not  be  maintained  as  a  future 
i*eserve  for  the  Navy  for  oil  purposes,  and  the  Navy  only  uses  a  small 
part  of  the  oil  that  comes  out  oi  that  reserve  to-day  on  the  coast.  I 
think  there  are  about  31.000  barrels  of  oil  monthly  used  in  our 
navy  yards  and  by  ships  that  call  into  our  ports.  They  get  some 
down  nt  Panama.  The  latest  reports  I  get  are  that  there  are  about 
:^1.000  l)arrels  a  month  used  in  the  navy  yards  on  the  coast,  at  Pearl 
Hnihor.  and  the  ships  that  call  at  our  ports.  This  reserve  is  produc- 
ni«r  38.000  barrels  a  day.  We  produce  7,000  barrels  more  in  one  day 
rlian  the  Xavy  uses  in  a  whole  month.  Are  these  wells  to  be  cappecl 
or  is  the  Nnvy  going  to  take  charge  of  this  oil  field  and  develop  it 
and  soil  the  oil  to  the  public?  Or  are  the  people  who  have  been 
there  nnd  ^it  millions  of  expense  developed  tne  property,  going  to 
!'(»  nllowrd  to  ro  On  and  further  develop  it  and  use  the  oil  in  the  in- 
di'strios  of  California? 

There  was  some  relief  given  to  us  under  the  Pickett  bill  that  was 
passcMl  nine  months  after  this  withdrawal  order  was  made.  A  few 
of  tiio  (\ilifornia  boys  came  back  and  asked  that  the  legislation  be 
I  MSvrd.  It  was  the  intention  of  Congress  to  give  them  relief.  It  is 
i<»'!i^  hold  l)y  the  courts  back  there — some  of  them — that  this  bill 
•  -ovidt^s  thnt  a  man  had  to  be  continuously  at  work.    He  had  to  be 
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at  work  at  the  time  of  the  withdrawal ;  he  had  to  be  contintiously 
zi  work  all  the  time  up  until  he  discovered  oil.  There  was  a  period 
there  from  the  date  of  the  withdrawal  order  in  September,  1909,  to 
July,  1910,  when  many  of  them  might  have  been  idle,  not  yet  certain 
as  to  the  construction  to  be  placed  on  this  order.  And  arc  those 
people,  because  they  were  idle  for  several  months  waiting  to  know 
what  their  rights  were,  now  to  be  deprived  of  the  propertv  which 
they  have  created  at  millions  of  expense?  They  had  a  right  to  go 
on  with  their  work  and  could  not  be  disturbed  by  anyone  as  long 
as  they  remained  diligently  at  work.  But  there  was  no  protest  made 
by  anybody,  not  even  the  Government,  and  they  remained  secure  in 
the  belief  that  they  would  be  at  all  times  protected.  After  the  pas- 
sage of  the  Pickett  bill  they  prosecuted  their  work  vigorously,  be- 
lieving they  had  the  right  to  go  ahead  under  the  provisions  and  dis- 
cover oil.  It  is  these  people,  gentlemen,  that  we  ask  to  have  you  take 
care  ot  There  are  some  in  California,  I  understand — I  believe  very 
few  companies — who  went  upon  the  land  after  the  order.  Those  peo- 
ple went  on  the  land  in  good  faith,  however,  and  not  as  trespassers. 

It  was  generally  believed  throughout  the  country  at  that  time  that 
the  President  had  no  right  to  make  the  order  which  he  did;  that 
that  power  alone  vested  in  Congress.     President  Taft  expressed  a 
doabt  himself  as  to  his  power.    1  believe  the  Attorney  General — at 
least  it  has  been  stated  to  me — ^at  that  time  said  he  had  no  such 
fMOwer.    Two  Federal  judges  held  that  the  power  tliat  he  had  exer- 
cised was  void.    Lawyers  all  over  the  country  gave  that  advice,  and 
these  men,  acting  under  that  advice,  went  upon  the  land,  as  their 
neighbors  had,  and  they  spent  their  money  and  discovered  oil.    The 
Secretary  of  the  Interior  says  these  people  are  entitled  to  some 
relief.     It  would  not  be  right  or  equitable  to  deny  it.     And  their 
rights  should  be  considered  bv  this  committee  in  a  way  that  is  fair. 
I  take  this  to  be  true,  that  ii  it  appears  that  these  men  went  on  in 
good  faith,  believing  they  had  a  right  to  do  so,  and  that  was  the 
general  belief  of  the  country,  and  if  they  found  out  afterwards  that 
they  were  mistaken,  because  of  a  decision  rendered  by  the  Supreme 
Court,  they  should  not  be  turned  away,  but  they  should  have  a 
preference  right  to  lease  the  land  which  they  improved ;  that  is,  they 
should  have  this  relief  as  against  a  stranger  who  never  did  any- 
thing.   If  tlie  Government  is  to  receive  a  royalty  for  this  land  when 
it  leases  it,  it  ought  to  receive *a  royalty  from  the  man  who  in  good 
faith  discovered  the  oil.    And  the  fact  that  he  mnde  a  mistake  as 
to  the  law,  which  judges  differed  upon,  should  not  be  used  as  an 
excuse  for  punishing  him.    If  his  good  faith  and  honesty  of  purpose 
is  shown,  and  he  continued  his  work  to  a  successful  fruition,  he  is 
entitled  to  some  relief. 

Now,  I  do  not  know  as  I  can  say  any  more  on  this  bill.  Mr.  Titus 
is  going  to  follow  me  on  the  amendments,  and  will  discu&s  it  fur- 
ther. He  is  more  familiar  with  the  details  than  I  am,  but  I  want 
to  put  this  matter  strongly  before  this  committee,  and  thnt  is  this: 
That  you  are  going  to  hear  all  the  evidence  from  these  people:  your 
minds  are  free  to  act;  you  are  acting  under  the  authority  of  the  Con- 
stitution, because  the  Congress  alone  is  given  the  power  to  dispose 
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of  the  public  domain;  and  if  in  your  judgment  you  believe  that  the 
people  that  I  represent,  and  that  otners  will  represent  here,  have 
fair,  just,  and  equitable  rights,  it  is  for  you  to  use  your  judgment 
to  decide  what  those  rights  are  and  how  they  shall  be  rewarded. 
Otherwise  Congress  is  not  passing  any  law  of  its  own  volition.  And 
I  believe  that  the  Senate  of  the  United  States  and  the  House  of 
Eepresentatives,  after  hearing  this  matter  for  four  years  and  going 
into  these  matters  fully,  are  in  a  position  and  must  be  in  a  posi- 
tion to  decide  what  is  fair  and  what  is  right.  And  I  was  very  much 
pleased  when  I  read  the  letter  which  the  chairman  of  this  committee 
wrote  to  the  different  Secretaries,  when  he  said : 

The  Cfumnittee  on  Public  Lands  are  anxious  to  do  fuU  justice  to  the  t>ona 
fide  claimants  in  the  West. 

He  expressed  his  own  opinion,  and  I  believe  he  was  expressing  the 
opinion  of  this  committee.  All  that  we  ask  here,  gentlemen,  is  that 
when  you  are  in  executive  session  and  you  are  passing  on  these 
questions,  vou  will  do  what  you  think  is  right  in  the  way  of  granting^ 
proper  ancl  fair  relief  to  these  people. 

In  section  16  there  is  a  provision  which  takes  care  of  the  Alaska 
situation.  Mr.  Sulzer  will  speak  to  you  about  that,  because  he  is 
more  familiar  with  it  than  I  am,  but  if  section  16  is  to  go  out  and 
this  proposed  amendment  goes  in  its  place,  then  there  is  no  place 
for  Alaska  in  the  bill  unless  it  is  written  there.  Alaska  is  a  long 
ways  from  California.  It  can  not  get  oil  there  to  carry  on  its  indus- 
tries, its  mining  and  its  fishing  industries.  If  people  went  there 
long  before  the  withdrawal  order  and  faced  the  storms  and  the 
hea\Tr  snows  and  the  long  nights  of  Alaska  to  develop  a  little  oil 
field — and  the  oil  wells  are  small — but  when  they  developed  a  field 
there  by  which  they  can  supply  the  industries  in  that  growing  Ter- 
ritory with  the  oil  which  they  need,  it  seems  to  me  that  those  people 
who  went  there  into  that  frozen  north,  built  roads  and  bridges,  and 
fought  glaciers  and  snowstorms,  should  have  some  rights  in  this 
legislation,  and  some  measure  should  be  passed  giving  them  the 
relief  to  which  they  are  justly  entitled. 

I  see  it  is  now  noon,  and  I  have  talked  more  than  I  thought  I 
would.  I  have  a  little  time  yet  in  reserve,  as  you  say  in  the  House, 
and  I  will  probably  give  it  to  the  gentleman  from  California.  So 
far  I  have  talked  in  a  general  way.  J  have  not  tried  to  go  into  de- 
tail very  much,  because  others  will  be  here  representing  different 
companies.  I  have  not  gone  into  the  situation  really  in  the  general 
way  of  the  conditions  in  California,  because  there  are  experts  hero 
that  know  about  it. 

But  in  leaving  I  want  to  thank  the  committee  for  their  kind  and 
close  attention,  and  I  wish  that  you  would  give  this  matter  such 
thought  as  it  is  entitled  to,  and  grant  to  these  people  the  relief  which 
your  own  judgment  tells  you  they  are  entitled  to.  And  we  believe 
that  when  that  is  done,  this  matter  which  has  been  a  vexed  ques- 
tion for  so  long  will  have  been  settled,  and  will  give  the  people  who 
have  been  tied  up  there  for  a  number  of  years  a  chance  to  go  on  with 
their  work,  to  commence  developing  their  property,  and  to  work 
themselves  out  of  bankruptcy  that  now  exists  in  many  instances* 
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The  Chairman.  I  believe  you  have  said  that  you  represented 
daimants  that  hold  about  25,000  acres? 

Mr.  GnxETT.  Well,  I  think  22,000  or  23,000. 

The  Chairman.  I  wonder  if  you  have  a  list  of  the  claimants  by 
name  with  you? 

Mr.  GiLLETT.  I  will  read  them  right  now.  Now,  some  of  these  may 
not  belong  to  the  association.  I  may  not  have  all  of  the  companies 
here.  There  may  be  a  few  left.  I  got  this  information  hurriedly, 
but  it  covers  practically  the  companies  in  California  that  are  af- 
fected, and  the  acreage  which  each  has. 

The  Chairman.  Is  that  the  list  which  you  spoke  of? 

Mr.  GuxEXT.  This  is  the  list  here. 

The  Chairman.  We  will  let  it  go  into  the  record  at  this  point. 

(List  appears  in  statement  below.) 

Mr.  GiLi-ETT.  I  wish  to  present  the  following  reasons  why  the  pro- 
posed amendment  providing  for  the  leasing  of  wells  only  is  unfair 
and  unjust: 

LEASING  OF  WELLS  ONLY  INEQUITABLE. 

The  amendment  proposed  by  the  three  departments  to  take  the 
place  of  section  16  of  the  Senate  bill  2812  will  not  give  adequate  re- 
lief to  those  claimants  in  California  who  entered  upon  their  respec- 
tive claims  prior  to  the  President's  withdrawal  order  and  have  dis- 
covered oil  bj  the  drilling  of  one  or  more  wells. 

The  following  list  shows  the  companies  that  will  be  affected,  the 
acreage  claimed  by  each,  and  the  number  of  producing  wells. 

The  Attorney  ueneral  in  his  letter  to  Mr.  Ferris,  recommending 
that  only  wells  be  leased,  also  recommends — 

that  there  should  be  legislation  which  would  protect  the  GoTernment  as  to  lands 
dnimed  by  it  adjacent  to  the  wells  leased  under  the  proposed  section,  in  order 
that  the  oil  In  these  lands  might  not  be  exhausted  by  the  operation  of  the  wells 
leased — 

and  that  this  might  be  done  by  the  Government  operating  or  leasing 
such  lands. 

So  it  is  proposed  to  lease  onlv  the  wells  drilled,  and  then  to  com- 
mence operations,  either  through  the  Government  or  its  lessee,  to  de- 
prive the  owner  of  the  well  from  obtaining  all  of  the  oil  which  it 
would  naturally  produce  if  not  interfered  with. 

A  claimant  who  has  one  or  two  wells,  without  the  right  to  drill 
more,  would  have  no  show  whatever  against  the  Government,  or  its 
lessee,  who  has  the  right  to  enter  upon  his  claim  for  the  purpose  of 
taking  from  his  wells  the  oil  tributary  thereto. 

To  permit  this  to  be  done  would  be  both  unfair  and  unjust  and 
would  not  tend  to  the  best  development  of  the  land,  and  there  is  no 
reason  for  doing  it.  The  oil  sands  have  been  tapped  on  all  of  these 
different  claims,  and  the  oil  must  be  taken  while  the  gns  pressure  is 
high  and  before  the  sands  become  flooded  with  water.  This  can  only 
be  done  by  drilling  the  necessary  wells,  and  these  wells  must  be 
drilled  either  by  the  company  which  is  now  in  possession  of  the  land 
and  who  discovered  oU  there,  by  the  Government,  or  by  some  lessee 
of  the  Government. 
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Sixty-five  of  the  companies  out  of  the  78  in  the  following  list  havo 
160  acres  or  less,  and  61  have  80  acres  or  less.  Some  have  already 
drilled  enough  wells  to  recover  all  the  oil  within  their  claims,  and  to 
them  a  lease  of  their  wells  would  be  tantamount  to  a  lease  of  theiir 
chiims.  Others  have  drilled  only  a  few  wells,  and  to  prevent  them 
from  further  developinfi^  their  claims  by  drilling  other  wells  would 
be  a  great  hardship  and  would  perhaps  in  some  instances  cause  the 
wells  to  be  abandoned,  because  no  company  can  afford  to  maintain  one 
or  two  small  wells,  the  production  of  which  is  bound  to  diminish,  and 
pay  a  royalty  of  one-eighth. 

These  claimants  have  equities  which  are  not  denied.  They  were  not 
upon  the  land  as  willful  trespassers,  but  were  there  in  good  faith  undei* 
the  mining  laws,  spending  their  money  with  a  belief  that  their  rights 
would  at  all  times  be  protected.  To  give  them  a  preference  right  to 
lease  the  claims,  which  they  have  developed,  at  a  fair  royalty,  and 
for  which  they  had  hoped  and  expected  to  get  a  patent,  would  be  a 
small  enough  relief,  but  it  would  be  some  recognition  of  their  efforts 
and  their  rights.  They  are  on  the  ground ;  they  have  found  the  oil 
and  are  in  a  position,  if  permitted,  to  commence  to  drill  wells  and 
produce  the  oil  which  the  JPacific  coast  so  badly  needs  and  must  have 
to  carrv  on  its  industrial  and  commercial  activities. 

To  deny  them  relief  and  to  permit  others  to  enter  upon  their 
claims  and  drill  wells  to  deprive  them  of  the  oil  which  they  have 
discovered  would  be  unjust  and  would  bring  but  small  benefits  to  the 
Government,  certainly  not  enough  to  warrant  the  wrong  which 
would  be  committed.  To  lease  to  these  small  companies  tne  lands 
which  they  have  entered  would  not  encourage  monopoly,  would  not 
deprive  the  Government  of  anything,  because  it  will  receive  a  fair 
royalty,  and  would  encourage  the  small  companies  to  develop  their 
claims  and  to  save  the  many  stockholders  from  loss — a  loss  which 
is  unnecessary. 

Neither  is  it  any  reason  why  this  relief  should  be  denied  them, 
because  one  or  two  large  companies  would  get  thereby  a  larger  tract 
of  land  than  some  legislators  might  feel  inclined  to  give  them.  The 
land  which  they  are  claiming,  they  purchased  in  good  faith  from 
others,  and  have  spent  many  thousands  of  dollars  in  its  development. 

There  is  no  likelihood  of  the  Government  ever  going  upon  these 
small  tracts  of  land  and  racing  with  those  who  discovered  oil  to 
take  it  from  them ;  neither  should  the  Government  lease  the  land  to 
a  stranger  who  has  run  no  risk  and  let  him  profit  at  the  honest 
prospector's  loss. 

The  oil  for  the  use  of  the  public  must  be  taken  from  the  sands 
which  have  been  opened,  and  all  questions  can  be  fairly  and  justly 
settled  and  full  justice  done  by  giving  to  the  prospector — the  dis- 
coverer of  the  oil — a  lease  of  his  claim  upon  a  fair  royalty,  and  thus 
encourage  him  to  go  forward  and  complete  the  work  he  commenced 
when  he  started  drilling. 
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Mr.  Gnxjrrr.  Nearly  all  of  these  companies  are  small  companies 
holding  from  40  to  60  or  80  acres  of  land. 

The  Chairman.  Do  you  represent  any  refiners? 

Mr.  GiLJ-ETT.  No;  I  simply  represent  the  oil  association  that  was 
formed  for  the  purpjose  of  coming  to  Congress.  These  companies 
all  over  the  State,  being  threatened,  got  together  for  the  purpose  of 
presenting  their  case  to  Congress,  and  Mr.  Titus  and  myself  are 
here  representing  them. 

The  Chaibman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Gillett  any  questions? 

Mr.  StNNOTT.  Governor,  you  contend  that  the  word  "notice"  is 
univalent  to  constructive  notice,  or  would  be  if  inserted  in  the  bill  ? 

Mr.  GnxETT.  I  think  the  purpose  of  putting  the  word  "  notice  "  in 
there  is  to  meet  some  of  those  decisions  where  suit  is  brought  against 
a  man  on  the  ground  that  he  has  had  constructive  notice;  that  he 
bonght  before  patent  issued.  Now,  the  rule  is  given  by  the  Interior 
Department  as  I  remember — and  I  know  the  courts  have  so  held — 
that  if  you  buy  a  piece  of  land  before  patent  issues,  or  even  of  an 
individual  who  has  not  title  to  the  land,  you  get  an  equity  and  you 
have  constructive  notice;  and  if  that  word  "notice"  is  used,  I  am 
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afraid  that  they  will  apply  that  rule  of  decision.  But  if  yon  put  in 
the  words  there  "actual  knowledge"  of  any  fraud  being  committed, 
and  you  must  affirmatively  show  that  to  the  satisfaction  of  the  In- 
terior Department,  that  man  is  entitled  to  a  lease,  a  preference 
lease.  And  I  do  not  see  any  reason  why  the  words  "actual  knowl- 
edge "  should  be  stricken  out  of  the  Senate  bill  and  the  word  "  notice  " 
put  in,  unless  to  meet  that  particular  point.    That  is  my  suspicion. 

Mr.  SiNNotT.  The  department  has  held  the  word  "  notice ''  to  be 
equivalent  to  constructive  notice? 

Mr.  GiLLETT.  I  don't  know.  I  just  threw  that  in  because  of  my 
recollection  of  those  decisions,  and  I  can  not  see  where  they  would 
want  to  change  that  to  "  notice  "  unless  something  of  that  kind  w^as 
in  their  mind. 

Mr.  SiNNOTT.  Now,  one  other  question.  I  notice  on  the  map  that 
the  Honolulu  Co.  has  about  three  sections  and  a  quarter.  Now,  have 
the  methods  whereby  they  acquired  those  claims  been  questioned  or 
been  under  suspicion? 

Mr.  GiLLETT.  Not  until  after  Capt.  Matson  died.  I  have  got  a 
complaint  that  was  filed  a  few  days  after  Capt.  Matson's  death. 
They  charged  that  Capt.  Matson  committed  fraud  upon  those  lands 
because  be  entered  into  an  agreement  with  the  people  who  made  the 
locations  there  for  the  purpose  of  holding  it  up  so  that  nobody  else 
could  get  in  and  develop  the  properties,  although  he  pushed  the  work 
as  fast  as  he  could,  and  30  days  after  the  contracts  were  made  he 
was  in  possession  himself.  That  was  put  in  there  to  hold  posses- 
sion of  that  property  so  that  nobody  could  come  in  and  deprive  them 
of  their  rights.  It  was  held  by  the  Interior  Department  in  all  those 
lands  that  you  see  in  green  on  the  map  that  there  was  no  fraud  in 
the  locators.  The  locations  were  absolutely  fair,  no  question  of 
dummy  locators  at  all;  no  question  that  $3,000,000  was  spent  in  de- 
veloping the  property ;  no  question  of  the  fact  that  he  worked  there 
night  and  day  diligently  building  a  water  supply  and  doing  every- 
thing necessary. 

Mr.  SiNNOTT.  I  did  not  want  to  go  into  the  merits  of  it,  but  I 
wanted  to  know  whether  or  not  his  methods  had  been  questioned  or 
are  imder  suspicion. 

Mr.  GiLLETT.  If  they  are  under  suspicion  at  all,  they  are  under 
suspicion  by  this  recent  suit  that  has  been  commenced.  I  have  got  a 
copy  of  this  complaint  in  my  oflSce,  but  Mr.  Dieriox,  the  president 
of  the  company,  is  here  and  can  tell  you  about  those  suits.  But  to 
bring  these  within  the  jurisdiction  of  the  court,  the  matter  bein<^ 
pending  in  the  Land  Department,  they  thought  it  was  necessary  to 
charge  fraud,  and  that  would  give  a  Court  of  Equity  jurisdiction, 
and  all  the  cliarge  of  fraud,  there  is  not  of  dummy  entrymen,  but 
that  Captain  Matson  wanted  to  tie  that  land  up  for  a  while  so  that 
nobody  else  could  come  in  and  develop  it.  And  how  that  could  be 
a  fraud  on  the  Government  I  can  not  for  my  life  understand.  It 
was  put  there  by  the  people  who  owned  the  land,  so  that  he  would 
protect  their  possession;  and  within  30  days,  I  think,  he  actually 
took  possession  and  started  work.  And  that  is  the  ground  of  the 
charge  of  fraud  which  they  have  made  to  give  the  court  jurisdiction 
to  try  the  case. 

Mr.  SiNNOTT.  Is  there  any  controversy  as  to  the  good  faith  of  any 
of  these  other  companies  wnose  names  you  have  read? 
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Mr.  GnxETT.  None  that  I  know  of,  excepting  there  are  claims  and 
charges  made  there  about  McMurtry  entrymen — ^what  they  call  Mc- 
Murtry  entrymen.  But  the  people  who  bought  that  land  and  took 
it,  paid  large  prices  for  it  and  had  nothing  U>  do  with  any  fraud  if 
there  was  any  fraud  committed.  They  had  no  knowledge  of  any 
fraud  and  they  have  spent  millions  of  dollars  developing  the  prop- 
erty, believing  everything  was  all  right ;  and  it  is  only  recently  that 
this  thing  has  been  started.  If  there  are  any  people  that  I  am  repre- 
senting, Mr.  Sinnott,  who  have  developed  tnat  property  and  have 
wells  upon  it,  that  committed  a  fraud  against  the  Government,  this 
bill  does  not  give  them  any  relief,  and  should  not,  because  we  asked 
the  Senate  to  put  such  an  amendment  in  there,  and  that  amendment 
is  in  there.  If  there  is  any  company  that  went  on  that  land,  and 
hired  dummy  entrymen  to  make  locations  for  them,  and  took  ad- 
vantage of  those  entries  and  went  on  and  developed  the  property, 
they  did  it  in  violation  of  law,  and  by  fraud  upon  the  Government. 
Mr.  SiNXOTT.  That  is  all  I  wanted  to  ask. 

Mr.  Scott.  In  what  section  is  that  word  "knowledge"  used,  to 
which  you  referred  ? 
Mr.  GnxETTE.  In  the  letter? 
Mr.  Scott.  In  the  Senate  bill. 

Mr.  GiLLETT.  It  is  used  in  section  16  and  section  17  of  the  Senate 
bill.    I  prepared  the  amendments  myself  for  the  association. 

Mr.  ScoTT.  'Sow  the  suggestion  is  that  the  word  "knowledge'  be 
stricken  out  and  the  word  "notice "  inserted ? 
Mr.  Gtllett.  No;  "actual  knowledge." 
Mr.  ScoTT.  Both  the  word  "actual"  and  "knowledge"? 
Mr.   GiLLETT.  That  the  words  "actual  knowledge"  be  strickei) 
out  and  the  word  "notice"  substituted  in  place  thereof.     But  that 
is  to  section  16. 

Mr.  ScoTT.  If  the  word  "  knowledge "  was  stricken  out  and  the 
word  "notice"  inserted  only,  would  that  be  objectionable,  leaving 
the  express-ion  "  actual  notice  "? 

Mr.  GiLLETT.  Well,  the  words  "  actual  notice,"  as  I  suppose 
would  be  the  same  as  actual  knowledge. 

Mr.  SooTP.  No;  one  is  personal  knowledge  of  the  ultimate  fact, 

and  the  other  is  personal  knowledge  of  an  intermediate  fact,  which 

would  suggest  inquiry  which  would  lead  to  a  personal  knowledge 

of  the  ultimate  fact. 

Mr.  GiixETT.  But  the  well-established  principle  of  law  is  that  a 

Eerson  who  has  knowledge  of  facts  sufficient  to  put  him  on  inquiry, 
as  a  knowledge  of  those  facts. 

Mr.  ScoTT.  Well,  that  would  be  actual  notice,  would  it  not? 

Mr.  GiULETT.  That  would  be  actual  notice,  I  say,  of  knowledge 
of  facts. 

Mr.  Scxyrr.  But  there  might  be  a  distinction  or  is  a  distinction 
between  actual  notice  and  actual  knowledge. 

Mr.  Gir.LETT.  Well,  now,  a  man  might  have  actual  notice  of  a 
thing  and  not  have  actual  knowledge  of  it,  and  actual  knowledge 
is  a  stronger  term  than  actual  notice,  because  actual  notice  might 
lead  to  the  acquiring  of  actual  knowledge  of  the  fact. 

Mr.  Scott.  And  actual  knowledge  is  always  very  difficut  to  prove. 
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Mr.  GnxETT.  I  know,  but  that  proof  must  fall  upon  him  affirina- 
tively  to  establish,  not  upon  the  Government.  He  must  establish 
that  to  the  satisfaction  of  the  Interior  Department. 

Mr.  Taylor.  Will  any  of  those  companies  which  you  mentioned 
be  protected  by  proceedings  in  the  courts,  regardless  of  what  Con- 
gress may  do  ? 

Mr.  GiLLETT.  If  they  have  any  vested  rights  under  the  Consti- 
tution, Congress  can  not  pass  any  act  which  is  going  to  deprive 
them  of  those  vested  rights.  It  can  not  do  that,  but  if  that  matter 
can  be  settled  now  so  that  these  people  can  be  relieved  of  litigation 
and  trouble,  and  start  to  work,  they  would  be  glad^  to  do  so. 
Litigation  may  run  into  the  Supreme  Court  of  the  United  States. 
A  great  deal  of  this  property  is  in  the  hands  of  receivers.  They 
have  been  tied  up  now  for  a  long  time,  and  the  State  of  California 
above  all  needs  this  oil  to  develop  its  industries,  and  it  will  suffer 
through  this  delay,  as  well  as  the  Government,  which  gets  its 
royalty  just  the  same. 

Mr.  McCuNTic.  Were  those  companies  established  on  this  land 

Srior  to  the  issuance  of  the  executive  order  creating  this  Naval 
Reserve? 

Mr.  GiLLETT.  Every  piece  of  land  now  in  contest  in  Naval  Re- 
serve No.  2  was  in  the  possession  of  the  oil  claimants  prior  to  the 
time  of  this  withdrawal,  and  I  think  every  one  of  them  had  their 
wells  drilled  and  had  been  there  some  three  years  before,  and  had 
spent  from  $10,000,000  or  $15,000,000  altogether.  Every  claim 
there  that  is  in  question,  they  were  in  possession  of  long  before  that, 
and  before  the  withdrawal  order  was  made,  and  before  the  reserve 
was  made.  They  were  there  before  the  withdrawal  order  was  made 
in  1909;^  they  were  there  all  the  time  up  to  when  the  reserve  was 
created  in  1912,  and  they  had  all  those  wells  there,  besides  miles  of 
roads  and  pipe  lines  and  tanks  and  derricks  and  machine  shops,  and 
everything  that  goes  to  make  up  a  property. 

The  Chairman.  You  do  not  claim  that  they  really  made  discovery 
before  the  withdrawal? 

Mr.  GiLLETT.  I  say  that  they  made  discovery  before  the  reserve 
was  made. 

The  Chairman.  But  not  before  the  withdrawal  order  ? 

Mr.  GiLLETT.   No. 

The  Chairman.  They  will  be  taken  care  of  under  the  Pickett  bill, 
will  they  not? 

Mr.  GiLLETT.  The  withdrawal  order  could  not  deprive  them  of  any 
of  their  rights.  I  think  there  were  gas  wells  discovered  there  before 
the  withdrawal  order,  but  they  were  there  in  possession.  They  were 
doing  their  work.  Some  of  them  had  been  there  a  year  or  more, 
others  had  been  there  a  few  months,  but  some  of  them  had  spent 
$10,000,  some  $20,000,  some  $5,000,  some  $2,000,  depending  on  how 
early  they  were  in,  and  what  work  they  had  to  do.  But  they  were 
in  the  occupancy  of  the  land.  Locations  had  been  made.  Notices 
had  been  recorded,  and  when  the  naval  reserve  was  created  they 
had  tpken  out  thousands  of  barrels  of  oil.  There  were  about  350 
wells  from  which  oil  was  being  taken. 

The  Chairman.  How  many  of  your  clients  now  have  claims  on  the 
naval  reserve,  if  you  know  ? 
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Mr.  GiLLETT.  Well,  there  is  the  Honolulu— I  think  Mr.  Titus  can 
answer  that  better  than  I  can. 

Mr.  Trrus.  Well,  there  are  13  companies,  I  think. 

The  Chairman.  What  is  the  total  acreage  represented  by  the  13 
companies,  roughly? 

Mr.  Tnxrs.  About  7,500  acres.    I  can  give  you  that  exactly. 

The  Chairman.  About  7,500  acres  and  13  claims. 

Mr.  Titus.  That  is  just  in  naval  reserve  No.  2,  and  there  are 
practically  no  claims  to  any  considerable  extent  in  any  other  reserves. 

The  Chairman.  What  is  their  status  now?  Are  they  practically 
ftll  in  the  hands  of  receivers? 

Mr.  Titus.  No  ;  only  very  few  of  them  are  in  the  hands  of  receivers, 
although  suits  have  been  commenced  against  a  great  many  of  them. 

The  Chairman.  How  many  suits  are  pending  against  the  13  claims 
that  are  seeking  to  acquire  the  7,500  acres  in  the  naval  reserve  No. 
2,  if  you  know  ? 

Mr.  Trrus.  I  think  there  are  some  suits  against  every  one  of  them, 
ilr.  Chairman. 

The  Chairman.  They  have  all  been  sued  by  the  Government? 

Mr.  Trrus.  I  do  not  think  all  of  land  is  covered  by  the  suits,  but 
I  think  there  is  some  suit  against  every  claimant  in  the  reserve  on 
some  land. 

Mr.  Taylor.  Is  that  because  some  of  the  land  is  not  worth  any- 
thing? 

Mr.  Trrus.  Perhaps  because  the  Department  just  thinks  the  claim 
is  good  and  that  the  Government  could  not  maintain  suit.  I  can 
not  answer  why.    I  can  only  suggest  possible  reasons. 

Mr.  LiENRCMyr.  Governor,  womd  you  insert  in  connection  with  your 
^tement  tlie  withdrawal  order  of  1909,  the  Pickett  Act.  the  with- 
drawal order  of  1910  following,  and  the  orders  creating  these  naval 
reserves? 

Mr.  GnxJBTT.  I  think  I  have  them  here.  I  will  get  those  and  insert 
them  here  so  that  they  can  be  printed  in  the  record. 

(The  papers  referred  to  follow :) 

withdbawal  of  septembeb  27,  1909. 

September  27,  1909. 
^  Secbetabt  of  the  Intebiob. 

Sir:  In  accordance  with  your  orders,  I  have  the  honor  to  submit  the  following 
recommendation,  which  covers  approximately  3,041,000  acres,  of  which  the 
^rger  part  Is  probably  private  land  and  not  affected  by  this  withdrawal : 

Temporary  petroleum  tdthdrawal  No.  5. — In  aid  of  proposed  legislation  af- 
fecting the  use  and  disposition  of  the  petroleum  deposits  on  the  public  domain, 
all  public  lands  In  the  accompanying  lists  are  hereby  temporarily  withdrawn 
Uxm  all  forms  of  location,  settlement,  selection,  tiling,  entry,  or  disposal  under 
the  mineral  or  nonmineral  puDlic-laud  laws.  All  locations  or  claims  existing 
anU  valid  on  this  date  may  proceed  to  entry  in  the  usual  manner  after  field  ex- 
^i^ination  and  examination. 

Wm.  H.  Taft, 

President. 


PBOV760  TAKEN   FROM  THE  PICKETT  ACT. 


That  all  lands  withdrawn  under  the  provisions  of  this  act  shall  at  all  times 
^  open  to  exploration,  discovery,  occupation,  and  purchase,  under  the  mining 
laws  of  the  United  States,  so  far  as  the  same  apply  to  minerals  other  than  coal, 


80  OIL  LEASING  LANDS. 

oil,  gas,  and  phosphates:  Provided,  That  the  rights  of  any  person  who,  at  tli<; 
date  of  any  order  of  withdrawal  heretofore  or  hereafter  made,  is  a  bona  fide 
occupant  or  claimant  of  oil  or  gas-bearing  lands,  and  who,  at  such  date,  is  in 
diligent  prosecution  of  work  leading  to  discovery  of  oil  or  gas,  shall  not  be 
affected  by  such  order,  so  long  as  such  occupant  or  claimant  shall  continue 
in  diligent  prosecution  of  such  work. 


order  of  withdrawal,  naval  petroleum  reserve  no.  2. 

December  13,  1912. 

It  is  hereby  ordered  that  all  lands  included  in  the  following  list  and  heretoforo 
forming  a  part  of  Petroleum  Reserve  No.  2,  California  No.  1,  withdrawn  on  July 
2,  1910,  from  settlement,  location,  sale,  or  entry  and  reserved  for  classiUcatSon 
and  in  aid  of  legislation  under  the  authority  of  the  act  of  Ck)ngress  entitled  "An 
act  to  autliorize  the  President  of  the  United  States  to  make  withdrawals  of 
public  lands  in  certain  cases  (36  Stat,  847),"  shall  hereafter,  subject  to  valid 
exisitng  rights,  constitute  Naval  Pertoleum  Reserve  No.  2  and  shall  be  held  for 
the  exclusive  use  or  benefit  of  the  United  States  Navy  until  this  order  is  re- 
voked by  the  President  or  by  act  of  Congress.  To  this  end  and  for  this  public 
purpose,  the  order  of.  July  2,  1910,  is  modified  and  the  withdrawal  of  that  date 
is  continued  and  extended  in  so  far  as  it  affects  these  lands. 

Wm.  H.  Taft, 

President. 

The  Chairman.  And  could  you,  opposite  the  names  of  the  list  of 
claimants  that  you  read  into  the  recora,  place  the  date  on  which  they 
are  alleged  to  have  entered  the  land  ? 

Mr.  GiLLETT.  That  would  probably  take  me  some  time.  I  never 
thought  of  that.  I  know  it  was  all  before  the  withdrawal  order.  We 
can  give  the  approximate  date,  but  we  can  not  give  the  exact  date 
without  taking  some  time  to  do  it. 

Mr.  Lenroot.  From  j^our  knowledge  of  the  situation,  is  there  any 
difference  betw^een  the  equities  of  the  claimants  within  Keserve  No.  2 
and  those  outside? 

Mr.  GiLLETT.  Not  a  bit  in  the  A^orld.  I  can  not  see  any  reason 
why  they  should  discriminate  against  men  who  happen  to  fall  within 
those  lines  that  they  drew  one  night  here  in  Washington. 

Mr.  Lenroot.  You  spoke  of  a  representative  of  the  Department  of 
Justice  giving  instruction  to  the  field  agents  not  to  interfere  with 
claimants  who  were  drilling,  but  only  with  those  who  had  made  dis- 
coveries. While  that  might  be  persuasive  to  Congress,  is  it  your 
opinion  that  under  those  circumstances,  as  a  legal  proposition,  that 
would  constitute  an  estoppel  against  the  Government? 

Mr.  GiLLETT.  I  think  it  would  constitute  estoppel  against  the  Gov- 
ernment if  the  language  in  the  withdrawal  order  made  by  Mr.  Taft 
has  any  force  at  all.  In  that  withdrawal  order  he  says  those  who 
have  valid  claims  can  continue  in  the  usual  manner.  That  was  an 
invitation  to  these  people  in  possession  to  go  on  with  their  work,  and 
they  did  go  on.  Of  course,  if  they  were  there  and  had  no  valid 
claim  they  have  not  any  rights  at  all. 

Mr.  Lenroot.  Well,  do  you  think  that  from  mere  agents  of  the 
Government  can  estop  the  Government? 

Mr.  GiLLETT.  No ;  1  do  not  think  that.  You  can  not  estop  the  Gov- 
ernment from  doing  anything,  but  morally  it  does. 

Mr.  Lenroot.  No ;  my  point  was  as  a  legal  proposition. 
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Mr.  GiLLETT.  I  am  not  speaking  as  a  legal  proposition ;  no.  I  am 
putting  that  as  a  moral  proposition. 

Mr.  Lexkoot.  I  understand.    That  is  all. 

Mr.  Elston.  Governor,  are  the  separate  companies  that  you  men- 
tioned there  separate  institutions,  each  of  them,  or  organizations  alto- 
gether? Are  any  of  them  under  control  by  which  they  represent 
some  central  control  or  ownership  ? 

Mr.  GiLLETT.  I  don't  quite  catch  your  question. 

Mr.  Elston.  Those  are  all  separately  owned  companies  and  indi- 
vidually owned  companies,  except  as  the  ownership  is  represented 
bv  stockholders?  There  is  no  monopoly  that  is  operating  through 
these  compajiies  as  agencies? 

Mr.  GiujETT.  Not  that  I  know  of,  excepting  that  there  is  an  agency 
there  in  California  called  the  Independent  Producers'  Association 
that  is  an  independent  association  formed  for  the  purpose  of  market- 
ing oil ;  and  a  great  many  of  them  put  their  oil  through  that  instead 
of  through  the  Standard  or  the  Union  or  the  Associated.  How 
many  of  these  companies  are  connected  with  the  Independent  Pro- 
ducers' Oil  Association  I  do  not  know,  but  I  suppose  a  good  many 
of  them. 

Mr.  Elston.  That  would  not  involve  ow^nership  of  stock,  but  is 
just  a  marketing  arrangement? 

Mr.  GiLLETT.  Just  a  marketing  arrangement  only. 

Mr.  Lenboot.  What  you  mean  is  that  there  is  no  control  of  any  of 
thes3  companies  excepting  the  control  of  the  stockholders? 

Mr.  GiLLETT.  None  that  I  know  of.  I  could  not  answer  that  cer- 
tainly, however.  I  have  not  inquired  into  that,  but  I  suppose  they 
represent  themselves. 

Mr,  SiNNOTT.  They  are  not  subsidiary'^  companies? 

Mr.  GiLLETT.  There  may  be  some  of  them  that  are  subsidiary  com- 
panies, that  some  of  these  other  companies  have  bought  up.  t  know 
these  people  came  in  there  and  formed  this  association  and  signed 
up.    Tliat  is  all. 

The  CiiAiRBiAN.  What  relation  does  the  Empire  Refining  Co.  bear 
to  this  association? 

Mr.  GiLLETT.  I  don't  know.  I  don't  think  they  bear  any  at  all.  I 
never  heard  of  it. 

The  Chairman.  Did  you  give  the  name  of  the  agent  of  the  Depart- 
ment of  Justice  who  is  alleged  to  have  given  these  orders  to  allow  this 
^ork  to  go  forward? 

Mr.  GiLLETT.  Yes;  it  was  given  by  Mr.  Gratz  Helm  in  his  testimony 
which  I  read.    B.  S.  Townsend  was  the  officer  who  gave  that  order. 

Mr.  Church.  In  order  to  have  it  clear  in  the  record,  thai  Naval 
Reserve  No.  2  was  established  on  the  13th  day  of  December,  1912, 
was  it  not? 

Mr.  GiLLETT.  Yes. 

Mr.  Church.  After  that  date  did  any  of  these  people  whom  you 
represent  locate  on  their  lands — after  the  13th  of  December,  1912  ? 

Mr,  GnxETT.  Were  locations  made  after  that  date  ? 

Mr.  Church.  Yes. 

Mr.  GiLLETT.  No. 

Mr.  Church.  Now,  the  presidential  withdrawal  was  on  the  27th 
*>f  September,  1909,  three  years  and  two  months  and  a  half  prior  to 
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this  creation  of  the  Naval  Reserve  No.  2.    Since  that  day  have  any  of 
the  people  or  companies  whom  you  represent  located  on  this  land  f 

Mr.  GiLLETT.  No ;  the  locations  were  all  made  prior  to  that. 

Mr.  Church.  The  locations  were  all  prior  to  that  day,  which  ^vas 
three  years  two  months  and  a  half  prior  to  the  creation  of  this  Naval 
Reserve  No.  21 

Mr.  GiLLETT.  When  that  land  was  located  upon  and  taken  posses- 
sion of,  it  was  open  Government  land  subject  to  entry  under  the 
mining  laws  of  the  United  States. 

Mr.  Church.  I  understand  that,  but  I  want  to  get  that  statement 
in  the  record. 

Mr.  Raker.  Following  that,  Governor,  is  "  clear  listed  for  patent, 
2080.''    That  is  what  land? 

Mr.  GiLLETT.  The  Honolulu  Consolidated  Oil  Co.'s  land — Capt. 
Matson's  land. 

Mr.  Raker.  Now,  I  will  ask  you  to  state  whether  or  not  the  remain- 
ing land  in  that  Naval  Reserve  No.  2.  which  you  have  marked  in 
yellow,  "Affected  by  leasinfir  bill,"  5,600  acres — is  that  5,600  acres 
to  all  intents  and  purposes  in  the  same  condition  as  the  land  in  the 
Matson  tract,  so  far  as  locations  prior  to  the  withdrawal  of  Septem- 
ber 27,  1909? 

Mr.  GiLLECT.  Yes;  the  people  were  on  there  before  Mr.  Matson 
went  in  there. 

Mr.  Raker.  And  I  will  ask  you  what  does  that  "  clear  listed  for 
patent"  mean? 

Mr.  Gn^LETT.  It  means  that  the  Department  of  the  Interior  has 
made  an  examination  into  the  applications  made  for  patents  for  these 
lands — ^the  work  that  was  done,  the  good  faith  of  the  locators,  and 
whether  or  not  oil  has  been  discovered,  and  whether  under  the  law 
they  were  entitled  to  receive  patents.  And  when  they  found  that  to 
be  true,  they  "  clear  listed  "  that  land  for  patent. 

Mr.  Raker.  That  means  that  the  department,  through  its  various 
officers,  agents,  and  inspectors,  and  other  investigators,  up  to  the 
Commissioner  of  the  General  Land  Office,  whoever  had  anythiner  to 
do  with^  it — the  Geological  Survey  and  all  concerned  up  to  the  final 
acquisition  of  patents — ^have  eone  over  it  and  found  it  to  be  not 
affected  by  any  fraud  or  any  illegality,  and  that  patents  should  issue  ? 

Mr.  GiLUiTT.  Yes. 

Mr.  Raker.  Is  that  the  meaning  of  that  term,  and  that  is  what 
you  intended  by  using  that  language? 

Mr.  GiLLETT.  Yes;  those  words  "clear  listed"  mean  that  it  has 
passed  inspection  and  that  patents  should  be  issued  for  it. 

Mr.  Raker.  Now,  about  how  much  money  did  these  people,  the 
Honolulu  Oil  Co.,  from  the  beginning  up  until  the  time  of  the  clear 
listing,  expend,  if  you  know,  in  development  work  upon  that  2,800 
acres? 

Mr.  GiLLETT.  I  onlv  know  by  hearsay.  I  understand  aboiit 
$3,000,000.  But  Mr.  Diericx,  president  of  the  company,  is  present, 
and  he  has  the  matters  all  in  mind,  and  could  answer  every  question 
of  that  kind.    It  was  a  very  large  sum  of  money. 

Mr.  Raker.  About  what  is  the  estimated  value  of  that  tract  of  land 
in  the  market  to-day? 

Mr.  GiLT^ETr.  I  don't  know. 

Mr.  Raker.  Have  you  any  idea  ? 
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Mr.  GiLLETT.  I  never  have  .considered  that  at  all,  and  I  haven't 
heard  it  discussed.  I  think  that  was  discussed  before  this  conference 
committee  that  I  spoke  about  a  little  whil^  ago. 

Mr.  Raker.  What  I  want  to  know  is,  Is  it  a  very  rich  concern  that 
handles  that  tract  of  land?  I  don't  care  so  much  what  the  value  of 
the  land  is. 

Mr.  GiLLETT.  Is  it  a  rich  concern? 

Mr.  Raker.  Yes. 

Mr.  Gn-LETT.  That  was  a  corporation  formed  for  the  purpose  of 
developing  this  oil  field  and  primarily  to  get  oil  for  the  Matson  Navi- 

Btion  Co.  steamers,  and  for  the  use  of  oil  in  the  industries  in  Hono- 
Ju,  the  Independent  Co.  They  wanted  an  independent  company. 
They  wanted  to  get  their  own  oil.  I  think  there  were  four  or  five 
hundred  stockholders,  and  they  went  in  there  and  they  took  Capt. 
Matson's  advice.  He  thought  there  was  oil  in  there,  and  they  went 
m  and  started  development. 

Mr.  Raker.  Offhand,  can  ^ou  tell  us  approximately  how  many 
wells  there  are  on  that  particular  tract  of  land?  There  were  on 
December  13,  1912,  2,080  acres. 

Mr.  GiULETT.  Mr.  Dieriox  informs  me  that  there  were  22  or  28 
wells  that  had  been  drilled  on  that  land  by  the  company  at  the  time 
of  the  withdrawal  of  the  land  as  a  naval  reserve. 

Mr.  Lenroot.  Were  those  producing  wells? 

Mr.  GiLXJETT.  I  think  not. 

Mr.  Trrus.  Fifteen  out  of  seventeen  wells  were  producing. 

Mr.  Raker.  Fifteen  out  of  seventeen  wells  were  producing  on  De- 
cember 13, 1912  ?  Now,  how  many  producing  wells  were  on  the  land 
or  any  part  of  it,  the  2,080  acres,  on  September  27,  1909? 

Mr.  Trrus.  One. 

Mr.  Raker.  Now,  you  make  that  statement  to  the  committee,  do 
you? 

Mr.  Trrus.  No;  pardon  me;  there  were  none  on  the  clear-listed 
land. 

Mr.  Rak£R.  That  is  what  I  am  particular  about.  Now,  would  that 
statement  you  have  given  as  to  the  Honolulu  lands  be  a  fair  state- 
ment as  to  the  condition  of  the  rest  of  the  land  in  Naval  Reserve  No. 
2,  and  as  you  have  marked  on  the  plat  "  affected  by  leasing  bill," 
estimated  at  6,600  acres? 

Mr.  Giulett.  As  to  the  improvements  made? 

Mr.  Raker.  As  to  the  general  development,  the  character  of  the 
Iwid,  as  to  the  building  of  derricks,  roads,  and  getting  water,  and 
attempting  to  discover  oil,  borinff  wells  to  discover  oil  ? 

Mr.  Gillett.  Yes ;  they  all  did  the  work  there  that  was  necessary 
to  discover  oil.  They  spent  large  sums  of  money  and  brought  water 
from  long  distances,  and  built  roads  and  pipe  lines  and  derricks,  and 
spent  thousands  of  dollars  in  developing  the  property. 
,  Mr.  Raker.  Now,  can  you  tell  the  committee,  if  they  have  clear 
^sted  the  Honolulu  oil  lands  to  the  amount  of  2,080  acres,  why  the 
other  lands  affected,  namely,  the  5,600  acres,  have  not  been  clear 
listed?  ^  J^  ^ 

.  Mr.  GrLLETT.  I  don't  know  whether  the  matter  has  been  up  for  con- 
sideration by  the  department.  I  don't  know  whether  tney  have 
Passed  <m  it.    I  don't  mow  anything  about  it.    I  can't  say. 
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Mr.  Bakeb.  But  from  your  statement  now  and  from  your  knowl- 
edge, you  intend  to  convey  to  the  committee  that  the  claimants  were 
on  the  land  on  the  27th  of  September,  1909,  and  continued  to  Decem- 
ber 13,  1912,  and  that  they  or  their  successors  would  be  entitled  to 
clear  listings  the  same  as  the  Matson  people,  so  far  as  the  facts  and 
conditions  of  improvement  and  development  were  concerned? 

Mr.  GiLLETT.  As  far  as  improvement  and  development  were  con- 
cerned, I  should  say  yes.  There  might  be  some  other  questions  there 
that  I  do  not  know  anything  about.  I  think  they  were  all  in  posses- 
sion of  the  land  prior  to  that  time.  I  know  in  section  2  the  court  re- 
cently decided  that  the  people  there — ^the  North  American  Consoli- 
dated Co. — were  entitled  to  the  land.  They  were  there  prior  to  that 
date.  They  spent  large  sums  of  money  in  development  of  that  prop- 
erty, and  continued  their  work  and  discovered  oil.  It  was  decided  in 
their  favor  on  those  grounds. 

Mr.  Baker.  Then,  had  there  been  no  withdrawal  order  of  Septem- 
ber 27,  1909,  so  far  as  the  applicability  of  the  Government  decisions, 
the  department  decision,  and  the  law  and  its  construction  is  con- 
cerned, as  has  been  followed  out  in  California  and  elsewhere,  and  has 
become  a  custom  and  practically  the  common  law,  I  will  ask  you  to 
state  whether  or  not  those  people  would  have  obtained  patents? 

Mr.  GiLLETT.  If  the  withdrawal  order  never  had  been  made,  the 
Pickett  bill  never  had  been  passed;  if  the  naval-reserve  order  had 
not  been  created,  and  those  people  had  gone  on  and  discovered  oil 
as  they  have,  they  would  be  entitled  to  a  patent,  as  far  as  their 
improvements  are  concerned,  and  the  discovery  is  concerned. 

Mr.  Baker.  Would  that  practically  include  all  of  it? 

Mr.  GiLLETT.  Yes;  all  of  that  land,  so  far  as  improvements  and 
work  is  concerned.  There  might  be  some  question  there  of  Govern- 
ment locators  that  might  have  arisen,  but  these  people  had  no 
knowledge  of  those  locations.  All  the  trouble  has  been  due  to  the 
withdrawing  of  these  lands  and  the  creating  of  this  reserve.  That 
started  litigation,  held  up  applications  for  patents;  controversies 
have  been  existing  between  the  three  different  departments;  law- 
suits have  been  pending,  and  that  started  the  whole  thing.  It  started 
the  conflagration.  People  on  the  outside,  upon  lands  that  were  not 
within  the  withdrawal  order,  proceeded  to  get  their  patents  without 
any  trouble.  Not  only  in  California  but  in  every  other  State  they 
have  done  that.  I  think  there  have  been  some  patents  issued  even  on 
lands  that  have  been  withdrawn. 

Mr.  Baker.  And  the  lands  that  are  not  withdrawn  are  not  in- 
volved, so  far  as  this  bill  is  concerned  ? 

Mr.  GiLLETT.  Not  so  far  as  this  bill  is  concerned. 

Mr.  Baker.  Now,  could  you  tell  the  committee  about  how  many 
other  claimants  there  were,  together  with  the  acreage,  on  the  land, 
working  for  the  purpose  of  developing  and  preparing  to  sink  wells, 
and  doing  the  necessary  things  required — one  at  a  time,  of  course, 
or  sometimes  two  at  a  time — that  are  in  the  reserve  in  California, 
that  afterwards  discovered  oil,  and  that  are  now  affected  by  this 
bill,  but  are  without  this  reserve? 

Mr.  GnxETT.  Outside  of  reserve  No.  2? 

Mr.  Baker.  Yes. 

Mr.  GiLLETT.  I  haven't  gone  into  those  details. 
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Mr.  Rak£R.  On  the  general  reserve  order  they  would  be  affected 
the  same  as  those  in  the  Naval  Reserve  No.  2  ? 

Mr.  GiLXrETT.  Yes;  they  would  be  affected  jusft  the  same.  You 
mean  outside  of  the  reserve,  that  are  within  the  withdrawal  order  ? 

Mr.  Raksr.  Those  that  are  within  the  withdrawal  order,  the  gen- 
eral withdrawal  order.  They  would  be  affected  just  the  same, 
whether  they  were  within  the  naval  reserve  or  without  ? 

Mr.  GiLusTT.  Yes. 

Mr.  Raker.  You  don't  know  how  many  there  are  of  that  kind? 

Mr.  GiLLETT.  No;  but  there  are  quite  a  good  many.  I  have  about 
80  companies  that  I  have  put  on  the  list  which  I  have  introduced. 
There  are  probably  15  companies  in  the  reserve,  so  the  great  ma- 
jority is  on  the  outside. 

Mr.  Lenroot.  One  question  there,  Mr.  Gillett.  You  stated  to 
Judge  Raker  that  you  thought  that  the  claims  other  than  the 
Honolulu,  in  the  naval  reserve,  were  about  equal  in  standing  with 
the  Honolulu.  Has  not  the  Attornev  General  stated  before  this 
committee,  or  the  Senate  committee,  that  in  his  opinion  the  Honolulu 
had  the  best  claim  ? 

Mr.  Gillett.  Yes;  I  stated  as  far  as  the  discovery  of  oil  was  con- 
cerned, they  had  made  discovery. 

Mr.  Lenroot.  Then  I  want  to  ask  whether,  in  the  case  of  the 
smaller  companies  that  are  within  the  reserve,  if  they  did  not  have 
sufficient  capital  to  operate,  may  there  be  the  question  of  cessation 
of  operations  for  a  period,  where  they  might  not  get  a  clear  listing? 

Mr.  Gillett.  Yes,  that  is  true.  There  were  some  companies  there 
that  did  not  have  the  meiins  to  go  on.  If  for  some  reason  they  would 
be  unfortunate,  too  poor,  they  might  be  delayed  while  other  people 
with  abundant  means  might  go  on. 

Mr.  Lenroot.  So  if  the  Honolulu  might  get  a  patent,  it  docs  not 
follow  that  the  other  claims  within  the  reserve  would  necessarily 
get  patents? 

Mr.  Gillett.  Not  if  tliev  are  going  to  hold  that  a  man  who  was 
idle  for  a  month  or  two  had  not  complied  with  the  Pickett  Act. 
But  1  don't  know  just  what  the  courts  are  going  to  decide  on  that  yet. 

Mr.  SiNNOTT.  Governor,  has  there  ever  been  any  claim,  or  even 
an  intimation  in  the  department  or  elsewhere,  that  the  concerns 
mentioned  by  you  are  subsidiary  companies  to  some  larger  concern? 

Mr.  Gillett.  None  has  ever  been  made  to  me. 

Mr.  SiNNOTT.  That  has  never  been  brought  to  your  knowledge? 

Mr.  Gillett.  No.  Such  a  claim  might  have  been  made  as  to  some 
of  the  companies,  but  I  don't  know.  There  might  have  been  some 
companies  there  that  were  subsidiary  companies  to  some  of  the 
larger  companies,  but  I  don't  know  that  of  my  own  knowledge  at  all. 

Mr.  Lenroot.  Governor,  I  notice  on  the  map  there  in  yellow  that 
those  sections  are  marked  "  affected  by  leasing  bill."  Then  I  notice 
some  half  sections  with  lines  drawn  through  them.  What  does  that 
indicate? 

Mr.  Gillett.  That  indicates  land  against  which  actions  have  been 
commenced.  But  a  OTeat  many  have  been  commenced  since  that 
map  has  been  made.  When  that  map  was  prepared,  that  covered  the 
lands  against  which  suits  had  been  commenced,  but  since  that  time 
other  suits  have  been  commenced. 
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The  Chairbiak.  Is  that  all? 
Mr.  GiLLETT.  That  is  all;  yes,  sir. 

The  Chairman.  The  committee  will  recess  now  until  2  o'clock  this 
afternoon. 

( Whereupon j  at  1  o'clock* p.  m.,  the  committee  recessed.) 

AFTER  RECESS. 

The  committee  reconvened  at  2  o'clock  p.  m.,  pursuant  to  recess. 

The  Chairman.  The  committee  will  come  to  order.  Gov.  Thome, 
you  are  to  be  heard  next,  I  believe.  Give  your  full  name,  residence, 
and  whom  you  represent. 

STATEMENT  OF  WILUAH  P.  THOBHE,  EMIirENCE,  XT. 

Mr.  Thorne.  My  name  is  William  P.  Thome,  Eminence,  Ky.  I 
represent  myself  and  the  balance  of  the  stockholders  of  the  Obispo 
Oil  Co.,  of  California. 

I  did  not  expect  to  be  accorded  this  privilege  this  morning,  and  I 
want  to  unnounce  to  the  committee  now,  in  advance,  that  I  have  an 
associate  here  in  Washington  to  answer  any  questions.  What  I  don't 
know  about  the  oil  business  would  make  a  book  bigger  than  that 
statute  there.  I  am  an  innocent  victim  of  the  oil  business,  lurad  to 
California  by  the  extraordinary  reports  that  I  heard  from  there. 
Everybody  that  had  been  there  and  that  I  had  heard  from  there  was 
boosting  California,  and  I  went  out  there.  While  there  I  fell  in 
with  some  gentlemen  and  we  organized  an  oil  company.  None  of  us 
are  speculators ;  none  of  us  are  moneyed  people.  A  few  old  men  and 
a  few  old  women  that  had  a  few  dollars  made  up  a  jackpot  and  we 
went  down  40  or  50  miles,  as  I  thought,  from  civilization,  and  located 
the  whole  area  of  40  acres  of  land.  It  really  is  not  land.  We  would 
call  it  in  Kentucky  an  Osage  grass  filled  with  jackrabbits  and  rattle- 
snakes. We  sunk  a  well  down  there — ^three  of  them — and  found  out 
there  was  really  oil  under  that  land.  We  were  getting  along  happily 
and  nicely  and  were  all  elated  over  it,  and  the  first  thing  I  knew  the 
United  States  court  had  us  by  the  nape  of  the  neck — caught  in  the 
steel  trap  down  there  along  with  other  people.  How  they  ever  found 
out  that  we  were  down  there  I  can't  imagine  [laughter],  unle?s  it 
was  that  some  fool  named  a  town  down  there  for  our  distinguished 
ex-President  Taft,  and  brought  some  attention  to  that  section  of  the 
country.  They  nosed  around  and  found  out  who  located  that  little 
piece  of  land  down  there — entered  it. 

Now,  gentlemen,  to  get  all  that  naval-reserve  business  out  of  your 
head,  we  are  not  in  the  naval  reserve.  I  suppose  that  Mr.  Taft  shot 
at  us,  but  he  missed  us.  We  are  outside  of  the  naval  reserve.  I 
have  been  on  the  bench,  and  I  never  saw  a  going  concern  taken  over 
this  way  before,  and  when  a  man  tells  you  that  the  United  States 
Government  can't  do  anything  it  wants  to  do,  you  tell  him  I  sav  he 
is  mistaken.  We  are  in  the  hands  of  a  receiver,  and  we  have  been 
willing  to  take  anything  they  would  give  us  for  two  or  three  years. 
We  understand  that  the  Government  is  hard  run  and  needs  all  the 
money  it  can  get.  We  have  always  been  willing  to  divide  un  with 
th^  administration  and  give  them  one-eighth  of  it,  if  they  will  just 
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let  us  go  on  and.  tend  to  our  business.  We  have  got  over  a  million 
dollars  down  tliere,  and  there  isn't  a  man,  woman,  or  child  con- 
nected with  my  concern  that  has  got  a  dollar  outside  of  one  man. 
We  are  all  rich  if  you  would  let  us  have  our  money,  and  we  are  all 
ready  to  ^o  to  the  poorhouse  without  it.  We  have  got  no  cause  of 
quarrel  with  anyboay.  We  are  readv  to  holler  enough,  and  we  want 
Congress  to  take  them  off  of  us  and  let  us  give  them  their  part  of  it. 
[Laughter.^  The  administration  has  been  very  nice  about  it.  We 
have  been  ^ught  to  believe  that  this  is  too  big  a  country,  too  great  a 
comitry,  to  fuss  with  a  lot  of  poor  people  over  40  acres  of  land  40 
miles  rrom  civilization.  I  don  t  reckon  it  is  the  land ;  it  is  the  stuff 
underneath  that  they  are  interested  in  mostly. 

Now,  gentlemen,  I  am  just  making  a  few  general  remarks  for  the 
benefit  of  you  gentlemen  that  have  come  in  since  I  began.    I  have 
got  a  good  lawyer  here  to  answer  questions  for  me,  and  when  you 
^t  ready  to  ask  me  any  questions  that  I  don't  know,  I  will  just  turn 
it  over  to  him.    We  have  done  nothing  wrong.    We  have  entered  our 
land.     We  have  been  adjudged  clear  of  having  any  dummy  locators. 
We  have  been  clear  listed,  and  we  are  in  the  hands  of  a  receiver  and 
are  not  broke,  and  we  are  still  running.    Most  of  this  stock  is 
owned — ^there  are  only  25  of  us  that  have  got  any  interest  in  it,  and 
part  of  them  are  women  and  children,  and  we  would  like  to  have  our 
money  out  of  it  and  settle  the  damages  if  we  have  done  any  damage; 
we  want  to  settle  with  the  United  States  Government.    But  I  do 
believe — and  you  can  take  it  from  me,  because  it  is  just  a  suggestion, 
and  having  tieen  in  the  legislative  branch  of  my  State  for  years  I 
know  that  this  committee  is  deeply  interested  in  this  matter.    I  ob- 
served  with  interest  the  respectful  attention  that  you  gave  this 
morning,  and  I  know  that  this  committee  wants  to  do  what  is  right 
about  it.    We  have  been  unfortunate — ^not  we,  but  the  departments 
have  been  at  loggerheads  over  what  ought  to  be  done ;  but  in  answer 
to  your  nice  letters  the  whole  three  questions  seem,  if  I  read  it  right, 
to  have  agreed — or  virtually  agreed — ^to  such  amendments  that  we 
ought  to  have  relief.    I  thank  God  for  that  much.     [Laughter.] 
It  has  been  the  obstacle  in  my  way  for  two  or  three  years. 

Your  House  has  passed  this  bilT  once  or  twice,  and  the  Senate 
once  or  twice;  but  it  didn't  seem  to  get  through  somehow;  and  we 
are  very  much  in  hopes  that  you  will  put  this  bill  through  this  time 
and  give  us  what  relief  We  are  entitled  to ;  but  I  do  think  you  ought 
to  put  one  or  two  amendments  in  that  bill,  which,  I  think,  ought  to 
go  in  there ;  and  as  other  people  are  making  suggestions,  I  want  to 
make  one  or  two. 

That  bill  ought  to  state  definitely,  absolutely,  and  certainlj^  what 
the  royalty  shall  be;  It  ought  not  to  say,  "  not  less  than-one-eighth." 
It  mi^t  be  that  you  would  get  some  man  in  the  Interior  Department 
that  might  say  it  should  be  a  fourth,  or  it  might  be  a  tenth,  or  it 
might  l^  a  half.  If  we  are  talking  about  leasing  a  man's  land  in 
my  country,  we  do  it  on  the  halves  down  there,  suppose  you  take 
one  man  that  don't  know  as  much  about  it  as  the  chairman  here  or 
the.  present  Secretary  of  the  Intmor,  or  some  man  like  that,  and 
you  go  to  talking  about  leasing  things,  he  would  want  to  put  it  on 
the  halves  with  you.  Now,  I  think  that  royalty  by  all  means  ought 
to  be  one-eighth,  or  whatever  it  is,  let  it  be  that  much ;  no  more,  no 
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less.  Now,  I  don't  think  that  is  an  unreasonable  request;  but  you 
have  got  it  in  there  "not  less  than  one-eighth'^;  but  if  it  ought  to 
be  one-eighth,  then  we  are  going  to  give  the  Goveriunent  that. 

Now,  I  think  that  every  man  who  has  been  clear  listed  ought  to 
have  the  right  to  go  into  the  Interior  Department  and  be  given  time 
enougli  to  nuike  application  and  see  if  they  won't  gi^ant  him  his 
patent.  If  he  has  been  clear  listed  in  the  courts — no  fraud — ^lie  ought 
to  have  a  right  to  go  into  the  Interior  Department  and  ask  for  his 
patent.  If  that  is  refuse<l  him  let  him  have  90  days  after  to  apply 
for  lease.  Then  if  you  lease  him — I  never  did  understand  and  I  can^t 
exacth'  define  the  communications  that  are  addressed  to  the  chair- 
man here  in  saying  that  you  are  going  to  lease  him  a  Avell  and  give 
him  room  around  it  to  operate  it.  If  I  had  one  more  well  on  our 
40  acres  I  would  have  to  get  some  more  land  to  operate  it.  I  haven't 
got  but  40  acres  and  we  have  got  three  wells.  Now,  I  think  I  ought 
to  have  at  least  on  what  w^s  entered  what  I  am  clear  listed  to.  It 
looks  that  way  to  me. 

Now,  I  don't  believe  it  is  the  intention  to  do  violence  to  any  inno- 
cent parties  or  victims  in  this  matter.  The  Government  seems  to  be 
liberal  about  other  matters,  and  we  are  just  simply  begging  and  crav- 
ing your  earnest  attention  and  liberality  in  this  matter.  We  don'^t 
propose  to  grumble  at  what  you  do,  but  we  do  want  y^^u  to  do  some- 
thing. We  have  been  susi)ended  now  between  Heaven  and  earth 
for  three  years,  and  when  I  look  at  that  receiver's  report  I  can't  help 
but  believe  that  I  am  entitled  to  at  least  one  twenty-fifth  of  that 
money  after  the  Government  gets  done  with  it — ^by  deducting  its 
royalty. 

I  believe  that  this  royalty  ought  not  to  begin  until  the  expenses 
incurred  in  sinking  those  wells  are  deducted.  Now%  you  have  got 
in  that  bill  that  all  the  royalties  shall  come  out  first.  You  must 
remember  that  we  put  in  $125,000  to  start  with.  We  have  accu- 
mulated there  over  a  million  dollars,  and  we  ought  not  to  pay  royalty 
on  our  investment  to  the  Government.  Now  I  know  you  gentle- 
men, when  you  look  over  that  bill,  will  realize  the  justice  of  that  mat- 
ter when  you  see  it.  The  bill  says  that  they  shall  have  a  royalty 
of  not  less  than  one-eighth  on  all  the  oil  drawn  out  of  the  well. 

Well,  as  a  matter  of  course,  we  took  that  first  expense  there  to  pay 
for  our  investment  before  we  commenced  making  anythins^,  and  vou 
ought  to  take  that  out  before  you  commence  taxing  us  for  royalty. 
Now,  gentlemen,  I  didn't  ccme  here  to  make  a  speech  to  you.  I  just 
want  to  give  you  some  matters  about  my  position  in  this  thing.  I 
am  vitally  interested  in  it.  You  can  not  put  into  the  record  there 
that  I  am  not  interested  in  this  matter,  because  I  am.  I  am  vitally 
interested  in  it,  and  I  am  here,  a  thousand  miles  from  home,  with  a 
broken  leg,  and  I  am  glad  of  an  opportunity  to  say  what  I  have  said, 
I  want  these  remarks  to  be  sort  of  the  odd  change  in  the  settlement 
here.  I  have  not  come  here  to  advise  you  or  to  tell  you  what  you 
ought  to  do.  I  have  been  on  committees  and  had  fellows  come  and 
tell  me  what  I  ought  to  do.  I  am  telling  you  what  I  think  ought  to 
be  done,  and  if  you  want  to  do  it  I  will  be  very  grateful. 

Now,  gentlemen,  I  was  out  there  not  long  ago  to  see  those  old 
women,  and  they  heard  I  was  coming  to  Washington.  Some  of  them* 
could  talk  plain  and  some  could  not.    I  didn't  stop  to  inquire  whether 
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they  were  Germans  or  not,  because  we  had  not  gotten  that  German 
fever  eo  strong  when  I  left  there  to  inquire  about  it.  But  they  have 
got  some  money  tied  up  in  this  thing.  I  told  the  Interior  Depart- 
ment down  here  about  one  poor  old  woman  who  had  come  in  from 
milking  her  cow,  and  she  wanted  me  to  come  in  and  have  supper  with 
her—you  call  it  dinner  here,  you  people  in  Washington.  I  went  in 
there  and,  having  been  raised  like  I  was,  it  was  no  disappointment 
to  me,  but  I  didn't  get  an  extraordinary  dinner.  That  old  lady  said 
she  understood  I  was  coming  to  Washington,  and  she  wanted  to  pray 
for  me  before  I  left,  and  if  you  could  have  heard  that  old  woman 
praying — ^I  wish  I  could  repeat  it  to  you.  She  got  down  on  her 
knees  and  she  praye(J  that  I  should  have  a  safe  journey  to  Washing- 
ton ;  that  I  should  liieet  with  a  hearty  reception,  and  she  asked  me  if 
I  wouldn't  ask  you  people  to  give  us  relief,  to  let  us  have  our  money. 
She  wanted  to  educate  her  children,  and  she  said  she  hoped  that  I 
would  have  no  difficulty  in  making  myself  understood,  and  for  me 
to  tell  you  gentlemen  that  in  all  her  future  prayers  she  would  pray 
that  you  might  have  a  long  and  prosperous  life,  and  that  when  dis- 
solution must  come,  as  it  will  come,  that  e^ch  of  you  might  be  wafted 
amidst  music  in  rapture  strains  to  the  flowery  fields  of  Paradise, 
where  glad  angels ,  should  hover  over  your  heads  as  they  sing  in 
Heaveiuy  praises  from  nature  to  nature's  God.  I  remember  the  old 
ladv  saying  that. 

Now,  gentlemen,  if  we  people  had  gone  down  there  and  made 
money  out  of  that  it  would  be  different;  but  here  are  a  few  people 
now  that  have  gone  and  put  their  money  in  there.  There  isn't  a  thing 
the  matter  with  us  down  there  in  the  department  except  nw  friend 
Judge.  Finney,  and  I  know  he  wants  to  do  the  right  thing — ^1  can  tell 
by  the  way  he  looks  at  nie.    He  knows  we  are  entitled  to  it. 

Now,  I  just  wanted  to  make  these  general  remarks,  and  about  the 
constniction  of  these  statutes  and  these  respective  bills  I  just  thought 
I  would  give  this  personal  experience  about  it — just  a  little  personal 
^'xperience.  I  know  you  want  me  to  go  back  to  California.  I  know 
1  see  some  California  men  around  this  board,  and  I  want  to  get  back 
out  there,  and  I  can't  get  back  there  unless  you  give  me  some  relief. 
I  am  too  lame  to  walk,  and  I  can't  get  there  unless  you  help  us  out. 
^ow,  gentlemen,  how  fair-minded  men,  how  a  Government  can  just 
take  this  little  corporation  by  the  throat  and  choke  it  when  it  isn't 
doing  a  thing,  isn't  violating  the  law,  hasn't  got  any  cause  of  quarrel 
^'ith  anybody — we  are  willing  enough  to  divide  up  with  you,  willing 
to  take  a  patent  if  you  will  give  it  to  us,  and  if  we  can't  get  that  we 
are  willing  to  take  a  lease,  and  we  just  want  to  make  it  definite  and 
certain  how  much  you  are  going  to  have  out  of  us  when  you  get 
through  with  us,  and  what  we  aer  entitled  to  have.  And  I  want  to 
remind  you  that  we  are  not  in  the  Naval  Reserve.  They  have  been 
telling  you  all  the  time  that  you  couldn't  put  both  in  one  bill.  Over 
^ere  in  the  Senate  they  didn't  want  it  that  way.  But  candidly  and 
^friously,  how  a  fair-minded  man,  whether  be  be  in  public  or  private 
life,  can  make  up  his  mind  not  to  help  us  out  in  this  matter,  I  can  not 

Xow,  gentlemen,  I  am  very  much  obliged  to  you,  and  you  need  not 
print  my  remarks,  but  I  am  willing  to  swear  to  everything  that  I 
told  you,  but  I  do  hope  and  pray  that  you  will  see  the  justice  of  this 
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caso,  and  that  these  innocent  people  that  went  down  there  and  made 
these  investments  and  got  nothing  will  not  lose  their  money.  They 
have  got  nothing  against  us  at  all.  They  put  us  in  the  hands  of  a 
receiver,  but  I  don't  know  what  was  the  matter.  The  bill  cited  every- 
thing, but  they  can't  prove  anything  on  us. 

The  Chairman.  What  did  they  charge  in  the  petition? 

Mr.  Thorne.  They  charged  fraud  and  diunmies,  and  the  courts  de- 
cided there  wasn't  any  fraud. 

The  Chairman.  What  date  did  you  enter  on  that  land? 

Mr.  Thorne.  Away  back  in  1900. 

The  Chairman.  When  did  ^ou  make  the  discovery  of  oil? 

Mr.  Thorne.  Before  the  withdrawal. 

The  Chairman.  Were  you  pumping  oil  when  the  withdrawal 
came? 

Mr.  Thorne.  The  auger  was  not  going  up  and  down  on  that  day 
exactly. 

The  Chairman.  But  did  you  have  oil? 

Mr.  Thorne.  Yes,  sir;  and  on  that  day. 

The  Chairman.  Did  you  have  both  oil  and  gas? 

Mr.  Thorne.  Yes,  sir ;  and  we  proved  that  by  the  man  that  is  head 
pump  man. 

The  Chairman.  Why  didn't  you  get  a  patent  under  the  Pickett 
law? 

Mr.  Thorne.  Well,  sir,  you  will  have  to  see  the  Secretary  of  the 
Int^erior.    I  don't  know. 

Now,  gentlemen,  I  am  very  nmch  obliged  to  you,  and  if  I  am  a  little 
funny  about  it,  it  is  not  funny  to  me. 

Mr.  Raker.  I  would  like  to  ask  the  ^vernor  a  <]uestion  in  that  con- 
nection, Mr.  Chairman.    Just  where  is  this  location  of  yours? 

Mr.  Thorne.  Down  there  at  Maricopa,  near  Bakersfield.  It  is  in 
Kern  County. 

The  Chairman.  How  far  from  Taft? 

Mr.  Thorne.  About  10  miles. 

Mr.  Baker.  Is  any  of  your  land  in  the  naval  reserve? 

Mr.  Thorne.  No,  sir;  it  is  not  in  the  naval  reserve. 

Mr.  Raker.  How  much  land  is  your  company  claiming? 

Mr.  Thorne.  Forty  acres.  That  is  what  I  say — I  don't  know  how 
they  found  out  we  was  down  there.  If  we  hadn't  named  that  town 
for  Taft  down  there  and  attracted  attention  they  never  would  have 
heard  of  us.     [Laughter.] 

Mr.  Raker.  Who  was  the  one  that  perpetrated  that  wrong  on  you? 

Mr.  Thorne.  Well,  it  must  have  been  seme  of  the  Republicans.  We 
couldn't  have  named  it  for  a  greater  or  more  distinguished  man,  you 
know. 

Mr.  Raker.  How  many  wells  have  you  on  this  40  acres? 

Mr.  Thorne.  Three  wells. 

Mr.  Raker.  How  many  wells,  from  your  observation  and  those  as- 
sociated with  you,  is  that  40  acres  susceptible  of  carrying? 

Mr.  Thorne.  About  one  other. 

Mr.  Raker.  Do  you  think  that  would  drain  the  entire  40  acres, 
one  other  well? 

Mr.  Thorne.  Oh,  I  think  that  after  a  long  time  any  well  will  drain 
40  acres  of  land.  That  is  the  reason  I  was  talking  about  that  a  while 
ago,  about  putting  in  this  bill  here  to  lease  enou^  land  in  surround- 
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ing  territory  to  operate.  If  you  lease  us  one  well  and  then  lease  the 
land  around  there  to  some  other  man,  we  would  be  pumping  oil  from 
his  land. 

Mr.  Saker.  Well,  you  told  the  committee  how  much  you  had  ex- 
pended in  developing  your  property? 

Mr.  Thorne.  Well,  we  put  in — 25  of  us  put  in  $2,500  apiece  to 
start  with,  and  we  borrowed. $60,000,  and  we  spent  $225,000, 1  think. 

Mr.  Baker.  And  you  are  in  the  hands  of  a  receiver? 

Mr.  Thorne.  We  are  in  the  hands  of  a  receiver  and  without  money. 
Thejr  took  our  monev,  a  million  and  some  odd  dollars. 

iir.  Raker.  They  have  recaptured  about  a  million  dollars  ? 

Mr.  Thorn  E.  Ves,  sir. 

Mr.  Baker.  How  much  money  have  they  expended  out  of  that 
million  dollars? 

Mr.  Thorke.  The  receiver? 

Mr.  Raker.  Yes. 

Mr.  Thorke.  No;  they  only  put  it  in  the  hands  of  the  receiver. 
The  receiver,  you  understand,  receives  all  the  money  and  pays  the  ex- 
penses. 

Mr.  Raker.  But  I  am  trying  to  find  out  how  much  money  out  of 
these  wells  of  yours  they  have  gotten. 

Mr.  Thorne.  Over  a  million  dollars. 

Mr.  Baker.  From  your  property? 

Mr.  Thorne.  Yes,  sir. 

Mr.  Raker.  How  much  money  have  they  expended  of  the  money 
that  theygot  out  of  your  well  on  this  40-acre  tract ;  do  you  know  ? 

Mr.  Thorne.  No;  the  expense  account  he  had  here  before  the 
Senate  committee — ^the  receiver 

Mr.  Raker.  How  much  do  they  propose  to  give  you  now,  your 
company  ? 

Mr.  Thorne,  They  don't  propose  to  give  us  a  cent,  unless  you  all 
decide  what  they  shall  do.  You  see,  they  have  got  our  money  and 
they  have  paid  the  expenses  out  of  our  money,  and  they  have  got 
ft  million  five  hundred  thousand  dollars  in  the  receiver's  hands  that 
belongs  to  me  and  those  stockholders  and  women  down  there. 
lLnughter.;| 

Mr.  Rakcr.  How  much  money  do  they  exp^d  in  running  the  well, 
as  compared  with  the  amount  that  you  folks  expended  ? 

Mr.  Thorne.  About  the  same.  6ut  when  we  first  sunk  the  wells 
the  company  only  paid  us  about  68  cents  a  barrel,  but  now,  since  they 
have  got  us  into  this  war,  we  are  getting  about  $2  a  barrel  for  it. 

Mr.  Raker.  Let  me  ask  you  tnis  question  now.  You  may  think 
it  is  facetious,  but  you  can  explain  it.  The  Government  has  a 
chance,  technically,  to  defeat  your  right.    Why  ought  they  not  to 

doit?  ^  •     ' 

Mr.  Thorne.  They  have  not  got  that  right.    The  court  said  we 

^ere  not  guilty  of  fraud  and  were  not  guilty  of  dummies. 
Mr.  Raker.  Well,  is  your  case  one  of  the  cases  that  Judge  Bean 

decided  ? 

Mr.  Thorne.  No  ;  Judge  Bean  decided  in  there — Judge  Bean  put 
^  in  the  hands  of  a  receiver  on  the  simple  charga  of  Dilligman — or 
Judge  Bledsoe,  one — ^but  you  underst^ind  that  has  been  in  defending 
these  titles. 
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Mr.  Kaker.  I  will  ask  you  now  if  that  was  the  case,  that  Judge 
Bean  has  decided  that  you  are  entitled  to  your  relief. 

Mr.  Thorne.  No,  sir. 

Mr.  Baker.  It  has  not  gone  to  final  judgment  yet? 

Mr.  Thorne.  No;  the  case  is  appealed,  but  not  decided. 

Mr.  Raker.  They  charged  you  with  using  dummy  entrymen  ? 

Mr.  Thorne.  They  charged  us  with  everything.  They  charged 
us  with  illegal  entry;  they  charged  us  with  dummies;  they  have 
charged  us  with  fraud;  they  have  charged  us  with  everything  that 
is  in  the  category  of  wrongdoing. 

Mr.  Eaker.  Are  you  guilty  of  any  of  those  charges? 

Mr.  Thorne.  Not  guUty.     [Laughter.] 

Mr.  Raker.  Now,  one  other  question.  Will  you  tell  the  committee 
why  your  case  has  not  been  tried,  if  it  has  not  been? 

Mr.  Thorne.  Well,  they  have  not  reached  it.  They  have  got  two 
or  three  hundred  cases  out  there,  and  they  had  one  lawyer.  One 
Mr.  Justice  died,  you  know,  and  they  have  been  swapping  horses 
on  us,  and  they  haven't  gotten  to  us.  It  takes  three  years  anyhow 
to  get  a  case  decided  in  California.  I  understand  that  you  are  a 
lawyer  out  there,  and  you  ought  to  know.  That  is  what  they  tell 
me.    It  is  in  the  district  court. 

Mr.  Raker.  In  the  Federal  court? 

Mr.  Thorne.  Yes;  in  the  Federal  circuit  court. 

Mr.  Raker.  So  you  do  not  know  when  you  will  get  to  the  court  on 
the  first  trial? 

Mr.  Thorne.  The  Lord  only  knows  that.  We  have  had  three  or 
four  tries  at  it,  and  we  kept  40  or  50  witnesses  all  winter  in  Los 
Angeles — ^kept  them  on  expense  for  a  week — and  then  they  would 
say,  "Well,  the  case  is  continued."  I  have  a  hope  that  we  can  ^t 
through  here  when  we  come  in  here  and  just  knuckle  down  and  take 
what  they  will  give  us,  and  will  be  happy  once  more.  That  is  all  I 
.  know  to  tell  you.  We  are  at  your  mercy.  Xow,  that  is  the  truth 
about  it. 

Mr.  Raker.  Well,  I  don't  quite  get  your  statement,  Governor. 

Mr.  Thorne.  Well,  I  can  make  it  plain  to  you  if  you  want  to 
know,  if  it  is  about  this  case,  because  I  think  I  know  all  about  it. 

Mr.  Raker.  That  is  what  I  am  talking  about — why  you  need  relief 
in  legislation  if  you  had  your  wells  there  developed  and  oil  obtained 
and  discovered  before  the  withdrawal  was  made.  Now,  that  even 
eliminates  the  question  of  withdrawal. 

Mr.  Thorne.  Now,  listen :  That  is  exactly  the  question  I  have  been 
putting  to  the  court  all  the  time  down  there,  and  he  hasn't  answered 
it  yet.  The  only  thing  they  can  say  is  that  we  have  been  charged 
with  these  things. 

Mr.  Titus.  Mr.  Calhoun  is  the  attorney  for  the  Obispo  Co.,  and  he 
can  answer  all  these  questions  which  Judge  Raker  is  asking. 

Mr.  Thorne.  Yes;  I  told  you  I  couldn't  answer  those  questions, 
but  I  have  a  lawyer  here  to  answer  them  for  me. 

Mr.  Raker.  It  seems  to  me  you  are  doing  pretty  good  at  it. 
Mr.  Thorne.  I  am  telling^  you  the  truth  alK)ut  it  all  the  time. 
Mr.  Lenroot.  I  would  like  to  ask  one  or  two  questions.     I  don't 
care  which  one  of  you  irentlemen  answer  them.     What  do  you  mean 
by  " clear  listing"  ?     You  say  your  case  has  been  clear  listed. 
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Mr.  Thorne.  All  I  know  about  it  is  that  they  examined  it  down 
there  in  California  and  wrote  on  the  record  "  clear  listed  "  and  sent 
it  on  here  to  the  Interior  Department,  and  I  go  down  there  and  read 
it  that  way.     It  is  down  there  that  way  now  in  the  department. 

Mr.  Lekroot.  Did  the  Department  of  the  Interior  clear  list  it? 

Mr.  Thorne.  No;  I  don't  know  whether  they  are  going  to  relist 
me  or  not. 

Mr.  Lenroot.  Then  it  has  not  been  clear  listed  by  the  department  ? 

Mr.  Thorne.  No;  not  by  the  department.  If  they  had,  I  would 
have  had  my  patent.    The  local  land  office  did  that. 

Mr.  Calhottn.  The  local  land  office  has  examined  the  facts  of  the 
cas?  and  has  certified  it  for  patent. 

Mr.  Lenroot.  Let  me  see  if  I  recollect  the  facts  in  your  case. 
Was  there  any  discovery  of  oil  made  before  the  withdrawal  in  your 
case? 

Mr.  Calhoun.  Yes,  sir  j  there  was  a  discovery  made  of  oil  and  gas, 
but  not  in  paying  quantities. 

Mr.  Lenroot.  But  I  mean  the  discovery  within  the  definition  held 
by  the  Department  of  the  Interior. 

Mr.  Calhoun.  It  was  a  discovery,  as  we  think. 

Mr.  Lenroot.  I  am  asking  was  it  a  discovery  within  the  meaning 
of  the  Department  of  the  Interior? 

Mr.  Calhoun.  That  is  a  question  that  has  not  been  passed  upon 
by  the  department.  That  evidence  was  brought  in  after  the  case 
had  been  considered  by  the  department,  and  the  Departm-^nt  of 
Justice  requested  that  further  consideration  of  the  case  by  the  In- 
terior Department  be  suspended  pending  the  prosecution  of  the  case 
in  the  courts  of  California.  Now,  this  evidence  was  brought  into 
the  case.  This  evidence  to  which  the  governor  has  just  referred,  of 
the  discovery  of  gas  and  oil.  It  was  brought  into  the  case  after  that 
request  had  been  made  by  the  Department  of  Justice  upon  the  In- 
terior Department  to  suspend  further  consideration  of  the  case,  and 
the  case  is  now  pending. 

Mr.  Lenroot.  Then  there  is  no  admitted  discovery? 

Mr.  Calhoun.  No,  sir ;  not  so  far  as  the  department  is  concerned. 

Mr.  Lekroot.  Was  it  your  case  where  after  proceeding  some  time 
in  drilling  after  the  withdrawal,  and  not  finaing  oil  the  company 
ran  out  of  capital  and  there  was  a  reorganization,  and  then  they 
proceeded  ? 

Mr.  Calhoun.  No,  sir;  that  is  not  the  case.  Part  of  those  facts 
apply  to  our  case.  In  this  case,  in  the  first  place,  the  land  was 
located  in  1900 — but  I  should  like  to  make  a  more  definite  statement 
to  the  committee  later  on — ^but,  roughly  speaking,  this  land  was 
located  in  1900,  way  out  in  the  desert.  In  1908  they  began  work  on 
this  property.    That  work  was  suspended  until  the  early  part  of  1909. 

In  January  and  February  of  1909  this  company  began  very  active 
proscution  of  the  work  of  development  of  that  property,  so  much 
so  that  they  were  drilling  day  and  night,  Sundays  included.  They 
drilled  one  well  down  to  600  feet.  There  was  A  discovery  of  gas 
^ade,  and  that  well,  by  reason  of  an  inexperienced  head  driller,  was 
not  drilled  properly.  It  resulted  in  a  crooked  hole,  and  they  ceased 
drilling  on  that  particular  well  and  began  another  in  May.  That  was 
<*rilled  most  diligantly  until  July,  when  they  got  down  at  about  the 
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same  depth,  and  found  that  the  head  driller  had  made  the  same  mis- 
take. The  work  was  continued  until  August,  and  some  time  in 
August  a  committee  of  the  stockholders  went  up  to  investigate  the 
matter,  and  they  found  these  conditions  existing  there.  They  deter- 
mined to  abandon  drilling  temporarily  until  they  could  get  a  com- 
petent hsad  driller  to  begin  with  the  work.  They  did  suspend  drill- 
ing in  August.  They  left  the  second  driller  there  to  take  charge  of 
the  crew,  which  they  expected  to  put  on  the  work  a  little  later.  He 
was  in  charge  of  the  work  and  continued  improvement  on  the  work, 
building  runways  and  sheds  and  doing  such  work  as  was  necessary 
to  put  this  property  in  proper  condition  for  active  and  vigorous 
drilling. 

This  place  was  located  away  out  in  the  desert,  40  miles  from  water, 
and  this  man's  wife  became  ill  while  he  was  at  work,  and  on  the 
10th  of  September  he  had  to  leave,  but  the  work  was  left  in  charge 
of  another  party^  who  continued  to  look  after  the  property  and 
kept  it  in  condition  for  beginning  work.  All  the  machinery  was 
left  there,  all  the  plant  was  left  there,  and  was  kept  in  proper  con- 
dition for  work.  The  withdrawal  order  then  came  on  September,  the 
27th,  and,  of  cours?,  that  upset  everything. 

I  might  just  say  that  there  was  a  representative  of  the  Depart- 
ment  of  the  Interior  there  at  the  time.  These  people  inquired  of  him 
what  they  should  do,  and  he  said,  "  Go  ahead ;  there  is  no  power  on 
earth  that  can  take  this  land  from  you  and  keep  you  p'eople  from 
getting  a  patent." 

The  Chairman.  Who  was  that,  Mr.  Calhoun? 

Mr.  Calhoun.  I  don't  remember  the  gentleman's  name,  if  I  ever 
heard  it,  but  that  has  been  reliably  reported  to  me.  They  consulted 
an  attorney  and  subsequently  made  arrangements  to  begin  drilling 
vigorously,  which  they  did  in  the  following  January,  and  discovered 
within  100  feet  of  these  two  wells  a  very  fine  producing  well. 

Mr.  Lenroot.  Was  any  question  of  additional  capital  involved 
there  at  that  time? 

Mr.  Calhoun.  There  was  some  question  of  that. 

Mr.  Lenroot.  That  is  what  I  said  a  while  ago. 

Mr.  Calhoun.  I  understood  you  to  say  there  was  a  reorganization. 
They  had  about  run  out  of  money,  not  entirely,  but  there  was  no 
difficulty  in  getting  all  the  money  they  needed.  That  was  not  the 
trouble. 

Mr.  Lenroot.  What  I  was  leading  up  to  was  this  question: 
Whether  or  not  the  district  court  held  that  that  cessation,  tnat  fail- 
ure to  begin  until  the  following  January,  except  for  the  doing  of 
the  things  that  you  have  mentioned,  constitutea  such  a  lack  of  due 
diligence  under  the  law  that  you  forfeited  your  right? 

Mr.  Calhoun.  That  was  exactly  the  point  that  the  case  turned  on. 

Mr.  Lenroot.  And  the  court  so  held,  and  the  Department  of  the 
Interior  likewise  held  the  same  thing? 

Mr.  Calhoun.  Well,  originally  it  was  held  otherwise.  The  de- 
partment which  had  charge  of  the  matter  in  the  field  held  that  we 
were  entitled  to  a  patent,  but  when  the  matter  came  up  on  appeal 
and  was  considered  under  the  provisions  of  the  Pickett  Act,  it  was 
held  that  we  were  not  diligently  prosecuting  work  at  the  time  of  the 
witJ^drawal,  or  as  contemplated  oy  the  Pickett  Act. 
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Mr.  LiENRooT.  So  that  under  the  decisions,  as  they  stand,  by  both 
tho  department  and  courts,  you  are  not  entitled  to  a  patent,  and  the 
only  relief  you  can  secure  is  through  a  leause? 

Mr.  Calhoitn.  That  is  exactly  it,  and  that  we  are  not  entitled  to 
a  patent,  because  we  were  not  diligently  prosecuting  work  as  con- 
templated by  the  Pickett  Act,  as  construed  by  the  court. 

The  Chairman.  What  court  held  that? 

Mr.  Calhoun.  The  district  court. 

The  Chairman.  Was  an  appeal  taken? 

Mr.  Calhoun.  An  appeal  was  taken  and  is  pending  now  in  the 
circuit  court  of  appeak. 

The  Chairman.  It  has  not  yet  been  decided  ? 

Mr.  Calhoun.  It  has  not  yet  been  decided.  And  it  might  not  be 
inappropriate  to  say;  it  is  true  as  stated  by  Gov.  Thome  that  all 
kind3  of  charges  were  made  against  us  on  account  of  fraud  and 
dummy  entrymen,  and  everything  else;  and  the  Department  of  the 
Interior,  every  tribunal  that  has  passed  upon  it,  and  every  court 
that  has  considered  it,  has  decided  that  we  were  not  guilty  of  fraud 
and  that  there  were  no  dummy  entries  in  the  case. 

The  Chairman.  The  case  went  off  on  the  proposition  that  you  had 
not  pursued  due  diligence? 

Mr.  Calhoun.  On  the  sole  proposition  that  we  were  not  at  the 
time  actuaUy  drilling  on  this  ground  when  the  withdrawal  order 
came. 

The  Chairman.  The  machinery  was  all  there? 

Mr.  Calhoun.  The  machinery  was  all  there ;  yes. 

The  Chairman.  Was  the  crew  there? 

Mr.  Calhoun.  No. 

The  Chairman.  The  machinery  wa3  left  idle  there? 

Mr.  Calhoun.  The  temperature  at  that  time  was  120°.  This 
was  out  in  the  desert,  40  miles  from  water,  and  the  head  driller  had 
proved  inefficient.    It  became  necessary  to  get  another  head  driller. 

The  Chairman.  How  long  prior  to  September  27,  1909,  the  date 
of  the  withdrawal  order,  had  any  active  work  been  done  on  that 
claim? 

'Mr.  Calhoun.  Up  to  the  10th  of  September,  active  work  was  in 
prosecution. 

The  Chairman.  That  would  be  18  days  prior  to  the  withdrawal 
order? 

Mr.  Calhoun.  Yes;  17  days,  I  think,  as  it  figures  out,  to  be  exact. 
There  were  two  cessations  of  active  work  upon  this  property.  There 
was  a  cessation  of  active  drilling — ^that  is,  of  the  drill  going  up  and 
down — about  the  middle  of  August,  but  the  second  driller  and  his 
wife,  who  had  been  the  cook  for  the  crew,  were  left  on  the  property. 
This  second  driller  was  instructed  to  ^o  ahead  and  construct  sheds 
and  tramways  and  get  the  property  in  the  very  best  of  condition 
for  a  vigorous  prosecution  oi  the  drilling  just  as  soon  as  they  could 
get  anomer  head  driller.  Now,  the  crew  was  retained,  but  the  crew 
was  not  retained  on  the  ground.    I  don't  want  to  mislead  you  on  that. 

The  Chairman.  How  much  drilling  had  actually  been  done  all 
toldt 

Mr.  Calhoun.  Two  wells  had  been  sunk  to  a  depth  of  about  500 
feet. 
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The  Chairman.  Each  one? 

Mr.  Calhoun.  Yes,  sir ;  at  an  expense  of  $20,000  up  to  that  time. 

The  Chairman.  Prior  to  September  27,  1909? 

Mr.  Calhoun.  Yes,  sir. 

The  Chairman.  And  did  I  understand  you  to  say  that  they  had 
struck  some  gas  and  some  oilf 

Mr.  Calhoun.  In  both  wells,  as  the  testimony  shows,  gas,  and  a 
very  small  quantity  of  oil,  but  they  had  struck  oil. 

The  Chairman.  Did  the  court  make  a  special  finding  on  the  propo- 
sition of  whether  or  not  that  amounted  to  a  discovery! 

Mr.  Calhoun.  Yes,  sir;  and  it  took  about  two-thirds  of  the  court's 
decision  to  get  around  the  question  that  that  was  not  a  discovery. 

The  Chairman.  What  did  they  finalljr  hold? 

Mr.  Calhoun.  They  finally  held  that  it  was  not. 

The  Chairman.  Although  the  proof  did  show  that  there  was  con- 
siderable gas  and  some  oilf 

Mr.  Calhoun.  Yes. 

The  Chairman.  Had  there  been  any  oil  extracted  from  the  wells 
at  all? 

Mr.  Calhoun.  No  oil  of  consequence.  Gas  was  discovered  and 
such  gas  as  was  held  by  the  operators  would  be  indicative  of  oil  being 
discovered  by  further  prosecution  of  the  work  sufficient  to  lead  a  man 
of  ordinary  prudence  to  proceed  with  a  further  prosecution  of  the 
work,  which,  I  believe,  is  the  rule  in  such  cases. 

The  Chairman.  Do  you  share  the  same  opinion  that  Gov.  Thome 
does,  that  he  has  reached  the  point  where  he  is  ready  to  accept  a 
lease  for  40  acres  and  pay  an  eighth  for  the  royalty? 

Mr.  Calhoun.  Yes,  sir;  we  are  ready  to  accept  a  lease  of  one- 
eighth. 

The  Chairman.  Now,  you  of  course  have  examined  this  proposed 
amendment  ? 

Mr.  Calhoun.  Yes,  sir.  I  have  not  had  an  opportunity  to  ex- 
amine the  suggestions  from  the  department. 

The  Chairman.  You  have  seen  that  substitute  proposed,  the  sub- 
stitute amendment  of  relief  ? 

Mr.  Calhoun.  I  think  I  have,  some  time  ago. 

The  Chairman.  I  think  I  handed  Gov.  Thorne  that  in  the  office 
here  several  days  ago,  and  I  assume  you  saw  that? 

Mr.  Calhoun.  I  have  just  glanced  at  it.  May  I  be  permitted  to 
explain?  It  was  understood  in  the  arrangement  in  which  the  mat- 
ter should  be  presented  that  I  should  come  later  on  in  presenting 
the  matter,  and  I  have  not  prepared  at  all  for  it,  but  these  things  are 
so  familiar  that  I  would  be  very  glad  to  answer  any  questions. 

The  Chairman.  I  wanted  to  ask  you  if  you  had  that  amendment 
before  you  or  if  you  had  it  sufficiently  in  mind,  if  it  was  not  your 
opinion  that  Gov.  Thorne  and  his  associates  would,  of  course,  be 
entitled  in  this  substitute  amendment  to  pump  each  and  every  one 
of  the  three  producing  wells  that  he  now  has  there,  and,  of  course, 
have  the  benefits  from  them,  other  than  the  royalty  provided  here? 
Is  that  your  understanding? 

Mr.  Calhoun.  That  they  would  have  the  full  benefit  of  the  three 
wells  without  paying  any  royalty  ? 

The  Chairman.  No;  with  the  royalty. 
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Mr.  Calhoun.  Yes;  I  understand  that. 

The  Chairman.  But  you  can  drill  no  more. 

Mr.  Calhoun.  We  can  drill  no  more,  and  that  is  to  be  limited  to 
a  certain  prescribed  area. 

The  Chairman.  Together  with  a  suflScient  area  of  land  on  which 
to  operate? 

Mr.  Calhoun.  Yes ;  and  that  is  indefinite. 

The  Chahiman.  But  without  the  right  to  drill  any  additional 
wells  ? 

Mr.  Calhoun.  There  is  no  doubt  about  that,  I  think. 

The  Chairman.  Now  let  me  ask  you  if  you  share  in  the  same 
opinion  as  Gov.  Thome  does,  that  from  the  three  wells  can  be  ex- 
tracted all  the  oil  in  that  tract? 

Mr.  Calhoun.  No,  sir;  I  do  not  believe  that.  It  would  take  a 
long  time  for  it  to  be  done.  I  do  not  think  it  could  be  done  economi- 
cally at  all. 

The  Chairman.  If  you  had  a  patent  to  that  40-acre  tract,  how 
many  additional  wells  would,  from  a  practical  oil  standpoint,  be 
necessary  to  put  down  to  get  a  maximum  production? 

Mr.  Calhoun.  I  am  sorry  that  I  can  not  answer  that  question. 
I  am  not  a  practical  oil  man  and  would  not  like  to  attempt  to 
answer  it.  There  are  gentlemen  here  who  are  practical  oil  men 
and  can  answer  that  question.  I  would  just  like  to  say  to  the  com- 
mittee, you  should  take  into  consideration,  now,  that  this  company 
has  sunk  five  wells  on  that  40  acres,  three  of  them  are  producing,  and 
that  was  undiscovered  territory  when  we  went  there.  We  were 
invited  to  come  there.  It  was  in  undiscovered  territonr.  We  sunk 
five  well,  and  from  three  of  them  we  have  gotten  oil.  We  expended 
over  $20,000  upon  this  invitation  of  the  Government  to  come  and 
develop  that  property  before  the  withdrawal  order  ever  came.  Sub- 
sequent to  the  withdrawal  order  we  have  gone  ahead  and  we  have 
put  $80,000  more  into  that  property  than  we  have  gotten  back. 

The  Chairman.  How  much  had  you  taken  out  for  the  benefit  of 
Gov.  Thome  and  his  associates,  before  the  receivership  came? 

Mr.  Calhoun.  I  think  it  was  about  $1,000,000. 

The  Chairman.  They  had  taken  out  about  a  million  dollars  before 
that? 

Mr.  Calhoun.  I  think  they  had. 

Tho  Chairman.  And  they  expended  about  how  much? 

Mr.  Calhoun.  I  couldn't  be  aefinite  about  that.  I  had  the  figures 
exactly,  but  it  has  been  some  time  since  I  looked  them  up. 

The  Chairman.  There  was  something  like  a  million  tnat  had  been 
extracted  before  the  receivership  came? 

Mr.  Calhoun.  Yes,  sir. 

The  Chairman.  And  something  about  a  million  and  a  half  is  now 
impounded  in  the  receivership? 

Mr.  Calhoun.  Yes,  sir. 

The  Chairman.  So,  of  course,  the  original  investment  had  been 
^wouped  a  number  of  times  over  before  the  receivership  came  ? 

Mr.  Calhoun.  Yes,  sir;  but  the  company  did  not  get  the  benefit 
of  it 

The  Chairman.  Who  did? 

Mr.  Calhoun.  There  was  an  agreement  that  that  oil  should  be  held 
pending  the  action  of  the  court.     It  was  impounded. 


98  OIL  LEAsnro  lands. 

The  Chairman.  As  to  the  first  taken  out  before  the  receivership? 

Mr.  Calhoun.  As  to  the  first.  And  we  are  now  actually  out,  Mr. 
Chairman,  $80,000 — ^more  than  $80,000  above  what  we  have  received 
altogether. 

The  Chairman.  I  evidently  did  not  make  myself  clear.  The 
question  I  intended  to  ask  was :  How  much  money  did  Gov.  Thome 
and  his  associates  actually  take  out  and  receive  prior  to  the  time  they 
were  interrupted  by  receivership,  and  your  answer  is  none? 

Mr.  Calhoun.  No;  they  had  expended  altogether,  I  think,  about 
$125,000. 

The  Chairman.  How  much  had  they  received  before  they  entered 
into  any  agreement,  or  before  the  court  obstructed  them  in  any  way? 

Mr.  Calhoun.  I  don't  have  those  figures  exact,  but  I  understand 
about  $50,000,  perhaps.  And  they  had  expended  $125,000  or  $130,000, 
so  as  to  leave  them  $80,000  short. 

Mr.  Lenroot.  Did  you  take  out  a  permit  under  that  temporary 
permit  law? 

Mr.  Calhoun.  Of  1914? 

Mr.  Lenroot.  Yes,  sir. 

Mr.  Calhoun.  No,  sir. 

Mr.  Lenroot.  How  was  this  money  before  the  receivership— how 
was  it  tied  up? 

Mr.  Calhoun.  There  was  an  agreement  with  the  representatives 
of  the  Government — ^between  our  people  and  the  representatives  of 
the  Government. 

The  Chairman.  And  was  that  agreement  presented  to  the  court 
upon  the  trial  of  this  case  ? 

Mr.  Calhoun.  I  am  not  familiar  with  that. 

The  Chairman.  You  did  not  try  the  case? 

Mr.  Calhoun.  No,  sir;  and  that  is  the  reason  I  can  not  answer. 
I  was  brought  into  the  case  after  these  conditions  had  been  brought 
about  in  the  Interior  Department,  and  I  brought  this  evidence  into 
the  case  after  those  decisions — ^this  evidence  -as  to  the  discovery  of 
oil  and  gas  in  the  sinking  of  the  two  wells. 

Mr.  Lenroot.  With  reference  to  the  drilling  which  was  made  by 
your  company  prior  to  withdrawal^  is  my  recollection  correct  that 
the  courts  held  that  that  drilling  did  not  contribute  in  any  way  to 
the  discovery  that  was  afterwards  made? 

Mr.  Calhoun.  Well,  it  held  that  it  was  not  a  sufficient  discovery — 
that  discoverv  was  not  made  under  that  drilling  sufficient  to  bring 
the  case  within  the  rule. 

Mr.  Lenroot.  What  I  mean  is,  drilling  that  was  made  prior  to 
the  discovery  had  no  connection  with  the  drilling  made  afterwards, 
and  upon  which  discovery  was  made?    In  other  words,  a  new  well? 

Mr.  Calhoun.  It  was  a  new  well  entirely,  a  new  well  sunk  within 
less  than  100  feet  from  the  two  wells.  Those  two  wells  were  not  used 
in  the  future  development. 

Mr.  SiNNOTT.  When  did  you  resume  operations  after  the  cessation 
of  September  9  ? 

Mr.  Calhoun.  Well,  active  operations,  preparations  for  drilling 
were  begun  in  the  following  December. 

Mr.  SiNNOTT.  In  December  of  that  same  year? 

Mr.  Calhoun.  Yes;  and  the  active  work  of  drilling  was  begun  in 
the  following  January  and  February,  when  we  went  to  work  again. 
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Mr.  SiNNOTT.  I  understood  Gov.  Thome  to  say  that  they  had  ex- 
pended $225,000. 

Mr.  Calhoun.  Well,  he  may  be  correct.  My  recollection  is  about 
$125,000.  You  see  I  had  nothing  to  do  with  the  trial  of  the  case  in 
the  courts,  and  these  facts  were  not  essential  to  the  branch  of  the 
case  which  I  was  employed  to  prosecute. 

Mr.  SiNNoiT.  I  didn't  know  but  what  they  would  be  included  in 
the  amount  the  receiver  had  expended. 

Mr.  CALHOtTN.  Well,  that  may  be  so. 

Mr.  Taylor.  Mr.  Calhoun,  wasn't  the  $60,000  which  they  had  to 
put  up  as  an  indemnity  in  tne  form  of  a  bond  before  the  Standard 
Oil  Co.  would  buy  this  oil  from  them  at  all — ^wasn't  that  considered 
in  that  advancement? 

Mr.  Calhoun.  Yes;  that  is  true,  and  that  escaped  my  notice. 

Mr.  Thorns.  The  Standard  Oil  Co.  would  not  buy  from  us  after 
we  got  in  the  clutches  of  the  law,  unless  we  would  agree  to  in- 
demnify them,  and  we  had  to  put  up  $60,000  to  get  them  to  buy  our 
oil  at  half  price. 

Mr.  Calhoun.  There  are  some  features  of  the  case  that  I  would 
like  to  go  into  a  little  further,  if  I  may.  Are  there  any  other  ques- 
tions, Mr.  Chairman? 

At  this  particular  time  I  would  like  to  ask  an  opportunity  to 
appear  before  the  committee  for  a  few  brief  remarks  at  some  other 
time. 

The  Chairman.  I  think  you  are  entitled  to  that,  Mr.  Calhoun. 

Mr.  Calhoun.  But  I  would  be  very  glad  to  try  to  answer  any 
questions  any  member  of  the  committee  wished  to  ask  now. 

The  Chairman.  You  may  proceed  now,  Mr.  Henderson. 

8TATEHEHT  OF  FBEDEBICK  B.  HENDESSON,  ASSISTANT  OENEBAL 
HABAOEE  OF  THE  ASSOCIATED  OIL  CO.  OF  CAUFOBNIA. 

Mr.  Henderson.  Mr.  Chairman  and  gentlemen,  I  am  assistant 

feneral  manager  of  the  Associated  Oil  Co.,  operated  in  California, 
have  some  personal  investments  in  California  oil  companies  in 
California,  but  they  are  outside  of  any  withdrawn  or  naval  reserve 
lands.  They  are  small.  I  have  been  with  the  Associated  Oil  Co.  since 
its  inception  in  1902. 

At  the  present  time  my  services  have  been  commandeered  and 
loaned  to  the  Oil  Division  of  the  United  States  Fuel  Administration, 
&nd  I  am  a  Government  employee  just  at  the  present  time. 

I  wanted  to  state  generally  some  conditions  of  the  oil  business  in 
California  that  are  very  vital  to  the  Nation  at  large.  The  consump- 
tion of  the  products  from  the  State  at  this  time  is  about  9,100,000  bar» 
rels  or  more,  aggregating  $110,000,000  per  year.  The  present  produc- 
tion of  the  State  is  about  7,000,000  or  8,000,000.  The  excess  per 
month  from  1,100,000  barrels,  is  being  drawn  from  stocks  that  have 
Wn  created  in  the  last  seven  or  eight  years.  At  one  time  we  created 
stocks  in  the  State  aggregating  62,000,000  barrels,  stored  at  various 
fields,  and  at  tidewater.  The  drafts  on  the  stock  have  been  so  exces- 
sive and  for  so  long  a  time,  due  to  the  very  great  increase  in  consump- 
tion from  Chile  to  Nome  in  various  classes  of  industry  that  we  have 
now  only  about  30,000,000  in  stock  on  the  1st  of  January.    Of  that 
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30,000,000  a  portion  of  the  oil  is  thick  fuel  oil  in  its  crude  condition. 
The  balance  of  it  is  refinable  oil. 

Of  the  30,000,000  of  barrels  there  are  practically  10,000,000  that 
can  not  be  used  in  the  business  for  the  reason  that  it  is  below  the 
outlets  of  tanks  or  in  pipe  lines,  or  in  pipe  line  service  tanks,  or  in 
reservoirs,  or  necessary  in  the  operation  of  the  pipe  lines.  The  pipe 
lines  in  the  State  range  from  300  miles  long  down  to  those  of  30  and 
40  and  60  miles.  We  have  two  lines  running  from  the  San  Joaquin 
Valley — ^the  southern  part  of  the  valley,  in  Kern  County — ^to  tide- 
water at  San  Francisco  Bay.  Those  two  lines  in  themselves  require 
800,000  barrels  to  operate  them — almost  a  million  barrels.  The  other 
pipe  lines  in  the  State,  with  the  amounts  that  ca;x  not  b3  secured  from 
below  outlets  of  tanks  and  reservoirs,  aggregate  10,000,000  barrels. 
^  The  necessities  of  the  Pacific  coast  for  industrial  operation  rely  en- 
tirely on  fuel  oil,  natural  gas,  and  hydroelectric  power.  The  rail- 
roads, public  utilities,  steamships  alone  consume  49  per  cent  of  the 
amount  that  is  now  being  consumed.  In  other  words,  about  4,500,000 
barrels  per  month  are  consumed  by  public  utilities  that  are  abso- 
lutely necessary  for  the  welfare  of  the  Pacific  coast  Those  include 
the  transcontinental  roads,  the  electric  roads  that  generate  their  own 
power  that  are  not  able  to  buy  hydroelectric  power  or  do  not  buy 
that,  the  gas  companies,  and  in  addition  to  the  consumption  of  pub- 
lic utilities  the  oil  is  supplied  to  the  copper  companies,  the  nitrate 
manufacturers  of  Chile,  and  various  places  in  South  America;  the 
great  copper  industries  of  Arizona  and  the  great  mining  industries 
of  Nevada,  all  depend  on  California  for  its  fuel  supply.  Nature  did 
not  provide  any  coal  for  us  there.  There  are  some  tew  deposits  of  a 
very  inferior  grade  of  lignite,  but  they  are  not  a  commercial  proposi- 
tion. In  Washington  and  Oregon,  as  you  go  north,  the  quality  of 
coal  becomes  better.    In  British  Columbia  there  is  a  first-class  article. 

In  the  early  days  when  I  first  became  connected  with  the  oil  in- 
dustry I  was  the  purchasing  agent  of  the  Santa  Fe  Railroad,  and 
at  that  time,  in  1894,  was  the  first  time  that  it  had  been  found  that 
oil  could  be  used  as  fuel.  We  made  a  research  over  the  world  to  find 
where  oil  had  been  used  successfully,  and  on  moving  vehicles.  The 
Central  Railway  of  Peru  was  the  only  one  that  had  been  using  it. 
We  got  their  master  mechanic  to  come  to  California,  and  he  con- 
verted our  locomotives.  That  was  the  initiative  of  the  thing,  and 
the  great  impetus  that  followed  was  due  entirely  to  the  discovery 
of  how  to  bum  the  liquid  fuel.  Since  that  time  the  railroads  have 
all  adopted  it.  In  the  Northwest,  where  the  transcontinental  roads 
have  coal  at  their  doors,  they  have  burned  oil,  for  the  reason  that 
in  burning  coal  they  set  out  fires  through  those  tremendous  forests, 
and  because  of  that  there  was  an  immense  amount  of  damage.  With 
the  oil  no  sparks  are  thrown  out  of  the  stack,  and  all  those  fires  are 
saved.    It  has  been  a  great  conservation  in  a  great  many  ways. 

The  fuel  is  used  in  the  Hawaiian  Islands  for  the  drawing  of  the 
crops  and  harvesting  of  the  sugar.  The  Hawaiian  Islands  depend 
entirely  on  California  oil. 

Oil  is  sent  into  Alaska,  where  they  have  deposits  of  coal,  but  at 
the  present  time  the  coal  deposits  are  not  opened  up  to  an  extent 
that  is  sufficient — and  indeed,  if  they  were,  there  is  no  tonnage. 
There  is  no  tonnage  at  all  that  is  available  to  transpoit  that  coal 
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down  the  coast  or  to  other  ports.  A  great  many  concerns  in  the 
Northwest  are  threatened  with  a  suspension  of  their  receipts  of  oil, 
due  to  the  lack  of  production.  The  Grand  Trunk  Road  in  just  the 
last  few  days  has  appealed  to  the  Canadian  Fuel  Administrator  in 
Washington,  who  is  here  at  this  time,  and  who  has  also  appealed  to 
the  Oil  Administration  of  the  United  States  for  assistance.  They 
bum  oil  on  about  700  miles  of  their  road.  The  Canadian  Pacific 
also  uses  oil.    All  of  our  northern  roads  use  it. 

The  greatest  area  of  production  or  susceptible  of  production  is  in 
the  Naval  Keserve  No.  2.  That  is  an  area  of  approximately  30,000 
acres.  There  are  29  sections  in  that  area— 25  and  a  half  or  three- 
quarters — ^that  are  patented.  The  remaining  17^  sections  are 
unpatented  lands,  ana  on  the  map  there,  which  was  prepared,  I  am 
told,  about  a  year  ago,^  they  are  shown  as  ^^  clear  listed  for  patent " 
and  ^'affected  by  leasing  bill."  Those  in  green  shown  as  ^^ clear 
listed  for  patent,''  I  understand  are  the  Honolulu  lands,  and  that 
the  order  clear  listing  them  has  since  been  withdrawn,  so  they  are 
now  in  the  category  of  lands  ^  affected  by  leasing  bill,"  increasing 
the  amount  to  7,680  acres  instead  of  5,600  acres. 

The  city  of  Los  Anseles  depends  for  its  natural  gas  supply,  about 
four-fifths  of  it,  on  the  lands  in  the  Midway  District,  which  are 
shown  in  the  naval  reserve  there  No.  2.  The  lands  there  are  the  only 
lands  in  the  State  of  California  that  produce  high-pressure  sus. 
That  gas  is  found  about  100  to  150  feet  above  the  oil  sands.  The 
wells  come  in  at  pressures  varying  anywhere  from  350  to  800  and 
900  pounds  at  the  initial  blow-in  at  the  well.  About  25,000,000  cubic 
feet  of  gas  i>er  day  is  piped  to  Los  Angeles  and  used  in  various 
indnstries  and  for  domestic  purposes.  There  is,  all  told,  about 
40,000,000  feet  of  gas  produced  per  day.  The  other  15.000,000  is  used 
in  the  towns  of  Bakersfield,  Taft,  Maricopa  and  smaller  settlements, 
and  in  various  pipe  line  pumping  stations,  and  for  the  purposes  of 
producing  and  developing  the  oil  fields. 

If  in  this  proposed  bill  a  lease  is  given  only  to  the  existing  wells, 
and  there  is  no  right  to  drill  on  the  balance  of  the  claims  that  have 
been  made,  then  the  natural-gas  supply  will  dwindle  very  rapidly. 
In  order  to  keep  up  the  supply  you  must  continually  drill.  The 
pressure  eases  off,  and  in  a  short  time  it  gets  down  so  that  the  produc- 
tion is  very  small,  comparatively.  They  come  in,  ordinarily,  any- 
where from  1,000,000  feet  per  day  to  50,000,000  feet.  Some  have  been 
known  to  have  a  higher  production,  but  only  for  a  short  time.  As 
soon  as  the  initial  head  is  released,  then  they  set  down  to  a  normal  of 
perhaps  two  or  three  or  four  or  five  million  feet  per  dfiy. 

The  Associated  Oil  Co.,  in  August,  1910,  bought  1,440  acres  of  land 
from  L.  B.  McMurtry  and  his  associates.  Of  that  1,440  acres  160  are 
located  outside  of  what  is  known  as  Naval  Reserve  No.  2.  It  is  in 
section  32,  just  adjoining.  One  thousand  two  hundred  and  eighty 
acres  are  inside  of  the  reserve,  which  was  afterwards  created,  two 
years  or  more  afterwards.  Of  that  1,280  acres  there  are  80  acres  that 
^as  patented  after  we  bought  the  lands.  Whether  it  was  just  before 
the  creation  of  the  naval  reserve  in  1912,  or  within  a  year  or  so  after- 
wards, has  escaped  my  mind.  I  can  not  remember  it.  But  in  any 
event,  the  title  to  all  of  the  1,440  acres  was  identical  with  the  title  in 
the  southwest  quarter  of  26,  on  which  a  patent  has  been  granted. 
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We  bought  the  land  in  good  faith  after  the  second  withdrawal. 
The  land  which  we  purchased  lies  in  rather  a  peculiar  shape.  On 
each  section  we  bougnt  at  that  time  the  north  half  of  the  north  half 
of  the  section,  and  the  south  half  of  the  south  half.  That  put  our  hold- 
ings with  an  intervening  one-half  of  the  section  owned  by  various 
companies.  We  bought  land  in  section  20  in  that  manner.  The  in- 
terior half  of  the  section,  of  320  acres,  is  owned  by  the  United  Oil  Co. 
On  section  22  the  interior  half  is  owned  by  the  Standard  Oil  Co.  On 
section  26  the  interior  half  is  owned  by  the  Standard  Oil  Co.  On 
section  34  the  interior  half  is  owned  by  the  Union  Oil  Co. 

In  buying  our  land  in  that  manner  from  Mr.  McMurtry  the  interior 
halves  had  oeen  sold  prior  to  the  withdrawal  orders,  and  operations 
were  in  effect  at  that  time — at  the  time  of  the  first  withdrawal. 

In  buying  our  land  in  that  manner  we  bought  half  of  a  claim,  a 
claim  being  the  governmental  subdivision  of  160  acres.  We  bought 
the  north  half  or  the  south  half  of  a  claim,  as  it  might  be.  We 
bought  that  land  and  paid  $1,770,000  for  it.  We  expended  $1,600,000 
on  it  in  development  and  other  improvements.  We  spent  about 
$300,000  in  lifting  oil  from  the  wells.  Most  of  the  wells  came  in  as 
gushers,  but  in  the  course  of  time  they  had  to  be  pumped,  and  the 
pumping  operations,  labor  and  removing  it  from  the  well,  handling 
it,  has  cost  us  about  $300,000.  The  lands  are  entirely  within  the 
naval  reserve,  and  I  want  to  say  that  if  some  relief  is  not  granted  for 
the  opening  up  and  further  development  of  the  naval  reserve  lands 
California  is  going  to  face  a  crisis  m  a  very  short  time  that  it  seems 
almost  insurmountable  to  meet.  We  can  not  get  fuel  from  anywhere 
else.  We  can  not  get  oil  from  Mexico.  There  are  no  tankers  in 
existence.  The  Government  has  requisitioned  41  per  cent  of  the 
American  tankers  at  this  time  for  trans- Atlantic  service.  They  are 
not  available  for  moving  oil  from  one  part  of  the  United  States  or 
from  Mexico  to  the  Pacific  coast.    We  are  dependent  entirely  on  fuel 

oil. 

The  Navy,  it  is  stated,  has  created  this  great  reservation  for  the 
purpose  of  conserving  oil  for  the  benefit  of  the  Navy  at  some  future 
time  in  cases  of  ^eat  emergens.  The  oil  itself  is  not  adapted  for 
fuel.    It  is  a  refining  oil,  or  a  rennable  oil  exclusively. 

The  Chairman.  What  is  the  gravity  of  that  oil? 

Mr.  Henderson.  The  gravity  ranges  anvwhere  from  24  Baum6  to 
81.  It  has  a  flash  test  of  about  35  Fahrenheit.  Some  of  the  oil  is  so 
low  in  flash  that  in  order  to  get  any  flash  tests  of  it  they  have  to  chill 
it — reduce  its  temperature  to  a  point  where  it  will  emit  its  first  flash, 
so  as  to  determine  the  point.  The  Navy  can  not  use  that  in  its  crude 
state,  but  would  have  to  refine  it ;  it  would  have  to  pipe  it  to  tidewater 
to  make  it  available  for  its  service. 

The  Navy,  as  I  understand  it,  has  use  on  the  Pacific  coast,  for  its 
vessels  and  for  its  navy  yards  and  for  such  other  purposes  as  it 
requires  at  this  time,  for  about  100,000  barrels  a  day.  In  the  reserve 
itself  at  this  time  there  is  a  production  of  38,000  barrels  a  day.  If 
the  Navy  has  a  desire  to  move  that  oil  to  other  parts  of  the  United 
States  or  other  parts  of  the  world  it  will  have  to  take  more  tankers 
away  from  commercial  service  at  this  time,  and  there  is  already  such 
a  dearth  of  tankers  that  the  President  of  the  United  States  on  last 
Saturday  signed  a  proclamation  commandeering  practically  the  dis- 
tribution of  oil  on  the  Atlantic  and  all  east  of  the  Rocky  Mountains. 
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That  proclamation  was  published  in  this  morning's  paper  and  be- 
comes effective  next  week.  It  provides  for  the  distribution,  and  if  the 
Navy  is  guoted  correctly  in  stating  that  it  wants  to  conserve  the  pro- 
duction irom  this  vast  area  for  some  urgent  purpose  in  the  future, 
the  Government  always  has  the  power  to  commandeer  and  can  take 
the  oil  from  other  parts  of  the  country  just  as  well  then  as  it  is  doing 
now. 

The  Chaibman.  What  have  you  to  say  about  the  practicability  of 
storins  oil  in  the  ground  ? 

Mr.  iIekderson.  Mr.  Chairman,  if  the  center  of  this  table,  covered 
by  the  cloth,  was  the  naval  reserve  and  the  wood  around  it  was  the 
outside,  there  would  not  be  anything  on  the  underside  of  that  table 
that  would  indicate  this  line  that  runs  around  it.  There  is  no  wall 
in  the  ground.  There  is  nothing  there  that  will  prevent  the  drainage 
from  the  outside.  The  people  who  have  lands  that  are  of  good,  solid 
title  on  the  outside  are  drilling  and  have  drilled  alongside,  and  the 
drainage  must  go  to  the  aperture.  It  can  not  get  away  from  it.  The 
gas  pressure  in  the  ground,  whatever  the  thing  is  that  forces  the 
oil  to  an  aperature,  is  working  there  constantly  on  the  inside  of  the 
reserve,  and  forcing  it  to  those  aperatures  on  the  outside.  I  do  not 
think  it  is  possible  to  conserve  it  there. 

The  most  practical  way,  if  such  a  thing  was  wanted,  would  be  to 
store  the  oil  on  the  surface. 

The  Chairman.  Of  course,  you  have  evaporation  to  contend  with 
fhere. 

Mr.  Henderson.  Yes;  you  can  not  get  away  from  that.  But  it  is 
minimized  in  a  great  many  ways — water- top  tanks,  water-sealed 
tanks— reservoirs  of  that  character  that  protect  it  very  well. 

The  Chairman.  What  have  you  to  saj  as  to  the  feasibility — ^it  is 
a  little  beside  the  question — ^the  feasibility  of  the  condemnation  bill 
pending,  condemning  all  private  holdings  in  the  reserve  and  thereby 
retaining  the  oil  in  the  ground  intact. 

Mr.  Henderson.  You  mean  my  impression  of  the  condemnation 
billt 

The  Chairman.  You  are  aware  of  the  existence  of  that  bill,  are 
you? 

Mr.  Henderson.  Yes.  My  personal  impression  of  the  condemna- 
tion bill  is  that  somebody  has  evaded  the  first  desire  of  conservation 
in  proposing  to  commercialize  the  property,  having  found  that  it 
is  not  feasible  to  store  and  conserve.  The  bill,  as  I  read  it,  provides 
that  the  Secretary — or  that  the  Navy  Department — ^is  enabled  by  it  to 
produce,  to  drill,  to  store,  to  sell,  to  pipe,  to  transport,  to  refine — 
to  do  anything  he  pleases  with  it.  Now,  that  is  getting  away  from 
conservation. 

Mr.  TATiiOR.  Speaking  of  the  scarcity,  did  you  know  that  the 
Director  of  the  Bureau  of  Mines  on  last  Friday  officially  reported  to 
the  Secretary  of  the  Interior  that  the  imperative  demands  for  oil 
in  this  country  during  this  year  will  be  60,000,000  barrels  in  excess 
of  all  sources  of  supplv? 

Mr.  Henderson.  I  did  not  know  the  figure. 

Mr.  Tayix)r.  And  if  the  supply  in  Mexico  is  cut  off  it  will  be 
30,000,000  barrels  more;  and  that  is  not  including  the  excess  and 
increased  demand  for  aviation  during  the  coming  year. 
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Mr.  Henderson.  The  resources  are  very  great.  At  this  time  the 
oil  division  of  the  Fuel  Administration  has  a  questionnaire  to  each 
of  the  departments  of  the  Government  asking  specifically  the  quan- 
tity of  oil  which  will  be  required  for  this  year's  operations  in  their 
various  departments  and  for  the  purposes  of  Government  use,  so 
that  we  can  have  an  intelligent  idea  of  what  is  required  and  what 
the  resources  will  be  to  fulfill  it.  It  is  very  hopeful  that  there  is  a 
surplus  east  of  the  Eocky  Mountains  at  this  time.  It  is  generally 
thought  that  the  question  of  transportation  is  the  one  factor  which 
has  required  the  President  at  this  time  to  commandeer  oil  or  to  com- 
mandeer the  distribution  of  the  oil. 

The  Chairman.  Did  I  understand  you  to  say,  Mr.  Henderson,  that 
you  are  now  connected  with  the  United  States  Fuel  Administration  ? 

Mr.  Henderson.  Yes,  sir ;  I  came  over  here  for  a  particular  pur- 
pose, and  somebody  grabbed  me. 

The  Chairman.  I  wanted  to  ask  you  just  one  more  question,  rec- 
ognizing that  it  is  a  little  beside  the  question.  We  are  liable  to  get 
into  it  before  we  ^et  through. 

Has  a  careful  estimate  been  made — or  any  estimate  been  made — as 
to  the  amount  of  money  that  would  be  required  to  take  over  the 
private  holdings  in  the  Naval  Reserve  No.  2? 

Mr.  Henderson.  I  think  some  estimates  have  been  made,  up  as 
high  as  $150,000,000.  It  is  very  difficult,  Mr.  Chairman,  to  tell  what 
the  value  of  underground  conditions  are.  We  can  only  judg^ 
by  the  past  and  guess  on  the  future.  We  can  get  some  pretty  good 
estimates  in  that  way. 

The  Chairman.  And  the  best  one,  you  think,  is  $150,000,000  for 
Naval  Reserve  No.  2? 

Mr.  Henderson.  Yes,  sir. 

The  Chairman.  Have  there  been  any  estimates  made  on  the  other 
reserves? 

Mr.  Henderson.  On  Naval  Reserve  No.  1 — I  would  not  attempt  to 

five  you  the  figures,  they  are  so  large.    Those  are  in  Elk  Hills.    I 
now  our  company  spent  half  a  million  dollars  there,  and  we  got 
something  like  400  barrels  out  of  one  well. 

Mr.  Lenroot.  The  private  claims  in  Naval  Reserve  No.  1  are  prac- 
tically infinitesimal? 

Mr.  Henderson.  There  are  very  few. 

Mr.  Lenroot.  So  that  the  estimates  will  not  be  large. 

The  Chairman.  How  much  in  No.  3? 

Mr.  Henderson.  I  don't  know  anything  about  No.  3.  That  is  in 
Wyoming.  In  Reserve  No.  1,  Mr.  Leni^oot,  there  are  only  a  very 
few  private  claims.  And  answering  your  question  again,  Mr.  Chair- 
man, as  to  the  conservation  of  oil,  or  retention  of  oil,  if  there  is  the 
quantity  of  oil  in  Naval  Reserve  No.  1  that  the  Bureau  of  Mines, 
through  their  technologists,  indicate,  then  it  can  be  conserved,  be- 
cause there  is  no  drainage  from  it  at  all. 

I  want  to  say  in  connection  with  the  natural  gas,  that  goes  to  the 
various  industries  and  to  Los  Angeles  for  its  purposes  there,  that 
the  equivalent  of  40,000,000  feet — cubic  feet — ^per  day,  equals  7,200 
barrels  of  oil.  About  5,500  cubic  feet  equals  one  barrel  of  oil.  Now, 
there  is  already  a  shortage  of  about  35,000  barrels  of  oil  per  day  in 
California,  which  we  are  drawing  on  stock  to  supply  to  the  con- 
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samers.  That  35,000  barrels,  plus  the  7,200  barrels,  if  gas  is  not 
developed  regularly  and  in  sufficient  quantities,  will  mean  42,000 
barrels  per  day  in  a  very  short  time.  And  if  the  bill  of  Senator 
Swanson  becomes  effective,  and  should  the  Secretary  of  the  Navy 
decide  that  he  would  tap  all  of  those  wells  and  stop  that  production, 
there  would  be  a  further  draft  of  38,000  barrels  a  day,  or  80,000 
barrels  a  day  more  than  we  are  producing. 

Now,  the  only  field  in  California  which  has  been  developed  in 
several  years  is  the  new  field  in  southern  California.  It  is  right 
in  the  midst  of  the  orange  groves.  Derricks  are  springing  up  there, 
and  some  of  the  citrus  crops  will  suffer,  but  they  are  getting  oil 
and  getting  pretty  good  wells,  but  it  will  take  a  very  long  time  to 
drill  that  land.  The  depths  vary  from  2,000,  2,800,  to  4,000  feet,  and 
as  the  drilling  progresses  they  are  finding  it  has  to  go  deeper,  how 
mucli  we  do  not  know.  We  do  not  know  the  extent  of  the  pool  even. 
There  have  only  been  four  wells,  I  believe,  that  have  been  developed 
in  that  pool.  It  gives  the  impression  of  having  a  rather  large  area, 
but  nothing  like  this  here.    I  presume  10,000  acres  would  cover  it. 

The  Chairman.  Have  you  read  this  agreed  substitute,  Mr.  Hen- 
derson ? 

Mr.  Henderson.  Yes ;  I  have.    I  don't  like  it. 

Mr.  Taylor.  What  will  that  do  to  the  oil  industry  ? 

Mr.  Henderson.  It  will  have  the  effect  of  curtailing  it,  in  my  opin- 
ion, because  it  does  not  give  you  the  right  to  continue  drilling.  It 
g:ives  relief  to  certain  wells  now  existing.  It  gives  us  a  lease  on 
It  at  not  less  than  one-eighth. 

Mr.  Taylor.  What  is  the  theory  or  object  of  limiting  the  work 
to  the  present  wells  ?    What  basis  is  that  put  on  ? 

Mr.  Henderson.  Well,  I  assume  it  is  a  compromise  and  relief. 
That  is  the  only  opinion  I  could  form  of  it.  I  would  like  to  say 
further,  what  the  governor  said  a  few  moments  ago,  that  the  royalty 
should  be  specific — a  flat  royalty — and  not  leave  it  to  some  future 
authority  to  determine. 

Mr.  Taylor.  Let  me  ask  you  on  that,  would  you  have  a  horizontal 
rate  on  the  high-gi'ade  wells,  and  the  low-grade  wells? 

Mr.  Henderson.  Certainly. 

Mr.  Taylor.  Wouldn't  that  be  a  hardship  on  the  poorer  wells, 
and  wouldn't  it  collect  not  sufficient  from  the  richer  wells  ? 

Mr.  Henderson.  No;  I  don't  think  so.  LotvS  of  times  our  poorer 
wells  were  in  very  shallow  territory.  That  doesn't  necessarily  fol- 
low, however. 

The  Chairman.  Now,  isn't  it  true?  In  one  section  of  my  State 
they  are  now  paying  over  25  per  cent  royalty,  which  is  one-fourth. 
In  other  sections  they  are  glad  to  get  an  eighth,  a  sixth,  or  a  tenth. 

Mr.  Henderson.  I  rather  apprehend,  IVlr.  Chairman,  that  your 
conditions  of  cost  are  largely  responsible  for  the  increased  royalty. 
In  California  we  have  run  up  against  some  very  excessive  costs, 
some  of  our  wells  cost  $100,000  to  drill.  The  average,  I  am  happy 
to  say,  is  not  that,  but  the  average  right  now  of  wells  that  two  years 
ago  cost  us  $30,000  to  $35,000,  our  estimates  now  on  them,  and  the 
actual  results,  are  $70,000  to  $80,000. 

The  Chairman.  Why  doesn't  that,  variation  corroborate  the  sug- 
gestion of  Mr.  Taylor,  that  we  ought  to  have  a  sliding  scale,  so  that 
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if  the  wells  were  shallow  and  cheaply  brought  in  and  a  heavy  pro- 
ducer and  a  great  money-maker  in  a  proven  field,  they  could  easily 
stand  a  larger  royaltj  than  thev  could  out  in  the  thin,  lean  fields^ 
paying  little  or  nothing,  and  where  the  supply  was  practically  ex- 
hausted ? 

Mr.  Henderson.  One  general  reason,  I  would  say,  is  that  the  cost 
of  operation  is  a  continuing  cost  until  the  last  barrel  of  oil  is  ex- 
tracted. If  you  have  a  well  come  in,  say,  at  1,000  barrels  a  day 
and  you  should  pay  25  per  cent  rojralty,  the  curve  of  production 
from  that  well  will  probably  show  it  a  10-barrel  well  in  13  years. 
That  is  generally  the  decline.  The  decline  in  the  first  three  years  is 
about  70  per  cent.  Now,  then,  if  through  the  life  of  a  well  you  had 
a  25  per  cent  royalty,  at  the  tail  end  of  it  you  would  be  glad  to  give  it 
to  somebody  else  and  let  him  hold  on  to  it. 

The  Chairman.  That  is  the  very  point,  dropping  back  and  seiz- 
ing Mr.  Taylor's  suggestion  again.  If  they  paid  the  highest  roy- 
alty, we  will  say  25  per  cent,  or  a  tenth,  or  whatever  they  pay, 
during  the  time  when  the  well  was  producing  lavishly — ^a  gusher, 
say — ^then,  if  you  had  a  fixed  hard  and  fast  rate,  they  probably  would 
not  pump  the  well  at  all  and  would  abandon  it  and  it  would  be  lost ; 
whereas,  if  the  Secretary  of  the  Interior  had  the  power  to  modify 
it  or  charge  a  25  per  cent  royalty  while  the  well  was  a  gusher,  and 
drop  it  down  to  one-eighth  while  it  was  on  its  last  legs,  or  while  it 
was  pretty  well  played  out,  it  seems  to  me  that  would  be  advantageous 
both  to  the  proaucer  and  to  the  Government. 

Mr.  Henderson.  I  have  seen,  in  the  time  that  I  have  been  in  the 
oil  business,  three  periods — 1897,  1907,  and  1917 — when  there  was  a 
great  shortage  of  oil  on  the  Pacific  coast.  And  in  those  years  the 
highest  price  that  was  gotton  for  fuel  oil  was  $1.75  at  the  well.  That 
was  in  1897.  A  man  could  have  afforded  with  a  10-barrel  well  to 
have  paid  25  per  cent  royalty  when  he  got  $1.75  for  his  oil.  In  1904, 
within  4  miles  of  that  same  place — and  that  was  in  the  Salt  Lake 
Pool,  just  west  of  Los  Angeles — oil  was  selling  at  25  cents  a  barrel. 
If  he  had  to  pay  a  25  per  cent  royalty  then,  he  would  not  have  any- 
thing left.  And  the  volume  of  his  production  might  have  been  the 
same  per  well. 

The  Chairman.  Well,  I  may  be  dull,  and  perhaps  I  am;  it  may 
be  that  no  one  else  can  follow  me;  but  it  seems  to  me  that  everything 
you  say  only  strengthens  the  proposition  that  there  ought  to  be  a 
graduation  of  the  royalty. 

Mr.  Taylor.^  That  the  Secretary  of  the  Interior  should  have  some 
discretion  in  view  of  the  local  conditions. 

The  Chairman.  It  seems  to  me  that  the  pipe  lines  and  everyone 
would  be  ready  to  enter  into  it. 

Mr.  Henderson.  I  don't  think  so.  It  has  been  my  experience  in 
the  business — ^I  grasp  what  you  mean,  and  I  have  seen  leases  of  ex- 
actly that  character. 

Mr.  Elston.  Of  course  the  practice  amon^  oil  producers  and 
lessors  of  wells  there  would  practically  determine  to  a  large  degree 
what  the  proper  and  equitable  thing  is.  Now,  can  you  state  what  the 
general  rule  is  that  obtains  in  oil  leases,  and  whether  there  is  any 
range,  any  variation  ?  I  should  think  that  that  would  be  a  good  rule 
for  the  Government  to  go  by,  because  that  represents  the  conflicting 
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claims  between  lessor  and  lessee,  and  they  generally  reach  what  is 
determined  to  be  a  fair  medium. 

Mr.  Hendebson.  Well,  Mr.  Elston,  the  practice  is  that  it  is  based 
entirely  on  the  ability  of  a  man  to  make  a  good  trade.  Now,  if  you 
can  get  a  trade  at  a  tenth  on  a  certain  piece  of  land,  it  may  be  thought 
to  be  a  good  trade.  The  rates  of  royalty  in  California  vary.  In  one 
part  of  the  field  you  might  find  a  man  paying  one-eighth ;  the  next 
one  might  be  a  tenth,  and  next  to  him  might  be  a  quarter ;  and  I  have 
seen  it  up  to  50  per  cent. 

The  Chairman.  Do  they  pay  bonuses  out  there? 

Mr.  Henderson.  They  ao  recently ;  in  the  last  two  or  three  years. 
If  there  is  a  low  rate  of  royalty  in  these  orange  groves,  they  have 
^erally  asked  for  a  cash  bonus ;  some  of  $10,000  an  acre,  some  more 
than  that,  some  a  thousand  dollars  an  acre. 

The  Chairman.  If  I  might  ask  you  one  more  question — ^I  realize  I 
am  almost  monopolizing  your  time.  If  you  fix  a  hard-and-fast  rate  or 
specific  rate  on  which  this  land  must  be  leased,  of  an  eighth,  say,  I 
should  think  you  would  be  driven  to  the  proposition  of  adopting  a 
competitive-bidding  plan  for  these  leases  of  a  bonus  proposition,  and 
then  we  are  confronted  with  the  proposition  that  that  insures  the 
Standard  Oil,  or  some  big  company  like  that,  of  getting  the  entire 
production,  and  it  doesn't  give  the  small  man  a  chance.  1  wondered 
what  the  answer  to  that  was. 

Mr.  Henderson.  Well,  that  is  pretty  difficult  to  answer,  because 
there  are  so  many  methods  of  determining  what  is  an  equitable  price 
on  a  lease.  Lots  of  times  leases  are  made  after  a  pool  has  been  dis- 
covered. If  the  production  is  prolific,  then,  if  you  can  get  a  lease  at 
one-sixth,  perhaps  it  is  a  very  good  lease.  We  have  one  in  southern 
California,  in  one  of  our  properties,  on  which  we  operate  on  one-sixth 
royalty.  We  have  paid  the  landlord  over  a  million  dqllars  royalty 
alone  on  it.  An  eighth  royalty  is  generally  thought  in  the  business 
to  be  a  good,  fair  royalty  to  both  sides.  It  is  a  vast  subject  and  one 
that  requires  a  great  deal  of  thought. 

The  Chairman.  How  would  you  determine  the  priority  of  leases 
^hen  you  had  25  or  30  applications  for  a  lease  at  a  fixed  royalty  of 
one-eighth  ? 

Mr.  Henderson.  Well,  if  it  was  a  question  of  lands  that  were  being 
operated  in  a  reserve  or  on  withdrawn  areas,  I  think  it  is  entirely 
oqnitable  that  the  adjacent  portion  of  the  claim  should  have  the 
preference  to  the  balance  of  that  claim. 

The  Chairman.  Well,  just  say  a  piece  of  land  encumbered  with 
no  claimant  at  all  of  any  sort — a  piece  of  land  that  is  entirely  free 
from  an  encumbrance  and  complication  of  any  sort — if  you  were 
the  administrative  officer,  how  would  you  determine  the  priorities,  as 
to  who  i^ould  have  the  lease,  when  you  had  20  applications  for  a 
given  tract  ? 
Mr.  Henderson.  If  I  was  in  that  position  and  I  found  that  each 

one  of  those  20  applicants  were  identically  of  the  same  financial 
standing  and  that  they  were  equally  capable  in  prosecuting  the 

^ork  and  handling  it  in  good  faith,  I  would  let  them  draw  straws. 

You  couldn't  do  it  any  other  way. 
Mr.  Taylor.  You  mean  to  say  that  you  would  give  it  to  the  man 

who  was  most  finandaUy  able  to  handle  itf 
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Mr.  Henderson.  No  ;  I  say  if  all  were  equal  financially. 

Mr.  Taylor.  No;  but  that  is  another  impossibility — ^to  have  20 
men  of  exactly  the  same  financial  capacity. 

Mr.  Henderson.  I  don't  know. 

The  Chairman.  I  am  not  stating  to  you  an  impossible  case,  Mr. 
Henderson,  because  that  very  thing  is  happening  every  day  all  over 
my  State,  and,  of  course,  what  they  do  is  to  put  up  a  tract  and  sell 
it  to  the  highest  bidder,  and  a  40-acre  tract  might  bring  $200,000,  a 
160-acre  tract  $250,000  or  $500,000.  Then,  they  pajr  an  eighth  to  20 
per  cent  royalty  on  top  of  that.  The  same  thing  will  be  true  out  in 
Wyoming  and  California  if  we  ever  get  a  leasing  law  through. 
This  resource  will  then  be  used  to  build  roads,  irrigate  lands,  etc. 

Mr.  Henderson.  I  rather  imagine  that  will  occur,  but  I  want  to 
say  in  connection  with  your  statement  of  the  method  of  handling 
leases  in  Oklahoma  and  through  the  mid-continent,  on  the  Indian 
lands  and  other  lands  there,  that  the  court  in  California  has  adopted 
the  same  method  of  handling  the  oil — ^the  sales  of  oil  on  these  lands 
that  are  in  the  possession  of  a  receiver.  They  first  receive  written 
'bids.  Those  bids  are  all  opened,  and  then  they  are  opened  to  fur- 
ther bidding  on  the  part  of  anyone,  and  I  have  seen  some  caises,  quite 
a  number  of  them,  where  some  fellow  wanted  to  put  it  over  another 
fellow  and  he  kept  on  raising,  in  the  hope  that  he  wouldn't  get  it, 
but  that  he  would  sting  the  other  fellow  for  it.  And  I  rather 
imagine  that  a  great  many  cases  occur  where  leases  are  made  where 
some  fellow  wculd  like  to  have  it  on  a  good  reasonable  basis,  but 
finding  that  he  can't  get  it  takes  a  chance  on  bidding  it  up  and  pass- 
ing it  on  to  somebody  else. 

The  Chairman.  Doesn't  that  drive  you  away  from  the  bonus  plan 
and  drive  you  back  to  a  certain  and  fixed  royalty? 

Mr.  Henderson.  Yes;  it  does;  but  I  still  say  that  an  eighth 
royalty  is  the  correct  rate  of  royalty.    I  think  it  is  equitable. 

The  Chairman.  Well,  it  is  not  when  there  are  men  on  every  hand 
ready  to  bid  25  per  cent. 

Mr.  Henderson.  I  expect,  Mr.  Chairman,  you  will  always  find 
some  fellow  that  will  give  a  little  bit  more  for  a  piece  of  land  or  real 
estate  or  building  if  he  knows  that  some  other  fellow  has  grabbed  it. 

The  Chairman.  Just  forget  the  claimants  for  a  moment.  You  see, 
we  started  out  here  in  perfect  good  faith  on  the  lease  law,  and  when 
we  started  out  we  had  forgotten  you  people  that  were  after  the 
security  feature  of  it,  and  while  it  may  be  a  violent  assumption,  let 
us  assume  that  some  of  this  land  is  not  going  to  be  grabbed  by  these 
original  claimants,  but  take  an  unincumbered  piece  and  see  if  it  is 
correct  to  have  some  graduation  or  some  latitude  in  the  fixing  of  the 
rates.    Isn't  that  a  correct  theory? 

Mr.  Henderson.  I  don't  think  so.  I  think  vou  should  parcel  the 
thing  out  on  an  eighth  royalty  or  a  flat  royalty,  something  that  is 
absolutely  fixed  and  that  no  one  will  change  during  the  period  of 
the  leasehold. 

The  Chairman.  Then  you  are  driven  to  some  method  of  determin- 
ing priorities,  and  if  you  make  them  bid  monev  bonuses  you  are  at 
once  met  with  the  cry  that  the  Standard  Oil  will  get  it,  because  they 
have  the  money,  and  the  poor  man  won't  get  it  because  he  has  no 
money. 
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Mr.  Henderson.  If  it  came  down  to  the  point  where  I  had  to  ad- 
minister a  case  of  that  sort,  and  I  knew  the  hind  was  capable  of  pro- 
ducingr  oil,  and  I  knew  the  terms  were  fixed  and  definite  on  it,  I 
would  advertise  and  I  would  say  that  the  first  applicant,  if  he  were 
responsible,  should  receive  it,  just  the  same  as  they  have  allotted  a 
great  many  of  the  public  lands  in  the  Northwest. 

The  Chairman.  If  you  were  administrator  of  an  estate,  either  for 
the  Indians  or  the  Government  of  the  United  States,  would  you  ex- 
pect justification  at  the  hands  of  the  public  to  let  property  go  for 
an  eighth  that  men  were  willing  to  pay  a  fourth  for? 

Mr.  Henderson.  I  certainly  would,  if  I  was  convinced  in  my  own 
mind  that  one-eighth  royalty  was  an  equitable  royalty ;  and  I  believe 
that  to  be  so,  because  that  has  been  the  policy  and  practice  of  the 
business  for  years. 

The  Chairman.  How  could  you  be  convinced  of  that,  when  on 
every  hand  they  were  offering  25  per  cent?  What  better,  higher 
proof  can  there  be  of  a  thing's  real  value  than  the  fact  that  men 
stand  ready  with  their  fists  clinched  ready  to  buy  it  at  that  figure? 

Mr.  Henderson.  But  if  you  follow  it  through  to  the  bitter  end 
of  that  man's  operation  of  his  property  he  will  probably  regret  very 
sfrongly  that  he  was  ever  there  with  the  money  in  his  fist. 

The  Chairman.  Well,  we  can  not  be  a  public  mentor  for  these 
men. 

Mr.  Henderson.  That  is  very  true;  and  the  landlord,  above  all 
things,  when  it  is  the  Government,  wants  to  be  just;  and  I  think  if 
Ihey  will  take  the  practices  of  the  business  that  have  prevailed  since 
oil  was  discovered  50  or  60  years  ago  and  follow  those  general  prin- 
ciples they  won't  get  far  away  from  what  is  correct  and  just. 

Mr.  TATL.OR.  What  do  you  say  about  the  governor's  suggestion 
that  Congress  ought  not  to  exact  a  royalty  until  after  the  expense  of 
the  boring  was  first  taken  out,  or  a  certain  per  cent,  we  will  say,  of 
the  amount  of  the  cost  of  constructing  the  well ;  that  they  be  allowed 
to  reimburse  themselves  for  that  before  paying  the  royalty  ?  Would 
that  tend  toward  encouraging  development? 

Mr.  Henderson.  I  don't  think  it  would.  It  might  increase  de- 
velopment in  some  places,  but  I  hardly  think  that  is  a  good  business 
proposition.  It  seems  to  me  that  if  the  purchaser  of  a  lease  intends 
ui  good  faith  to  go  in  and  develop  it,  he  should  provide  the  money 
and  not  expect  to  reimburse  himself  from  the  proceeds  of  that  prop- 
erty for  all  of  his  investments  before  he  commenced  to  pay  a  royalty. 

Mr.  Taylor.  You  don't  think  that  the  committee  could  be  expected 
to  follow  that  policy? 

Mr.  Henderson.  No. 

The  Chairman.  Let  me  ask  you  one  or  two  more  questions  here. 
Now,  ander  the  placer  law  this  land  has  all  been  claimed  or  sought 
to  be  claimed.  Under  that  procedure,  roughly,  eight  men  associate 
themselves  together  and  take  up  160  acres,  which  is  one  claim.  Now, 
supposing  that  one  company — we  will  say  the  Standard  Oil  or  the 
Dutchshell — ^took  up  800  placer  claims,  or  took  up  200  placer  claims, 
what  would  you  say  that  this  lease  bill  ought  to  do?  Would  you 
say  that  the  lease  bill  ought  to  give  them  a  lease  on  all  the  lands  so 
taken  up? 

47470—18 8 


110  OIL  LEASING  LANDS. 

Mr.  Henderson.  I  think  there  ought  to  be  a  reasonable  limit.  I 
think  the  amount  provided  in  the  bill,  2,560  acres,  would  be  all  right. 

The  Chairman.  It  is  640  now.    What  do  you  Uiink  of  that? 

Mr.  Henderson.  That  I  don't  think  is  large  enough.  A  corpora- 
tion of  any  magnitude  at  all  must  have  ample  territory  in  order  to 
exploit  it. 

The  Chairman.  How  much  would  four  full  sections,  2,560  acres, 
of  proven  territory  in  the  Coalinga  or  the  Kern  River  field  be  worth? 

Mr.  Henderson.  It  would  depend  on  so  many  things  that  I  don't 
think  I  could  give  you  an  intelligent  answer. 

The  Chairman.  In  that  same  field,  roughly,  how  much  would  it 
be  worth? 

Mr.  Henderson .  If  your  territory  was  a  thousand  feet  in  depth, 
your  cost  of  drilling  a  thousand  feet  would  be  approximately  about 
one-third  of  the  amount  that  it  would  be  if  it  was  3,000  feet.  There 
are  some  amounts  in  there  that  are  fixed  amounts  in  any  event,  but 
generally  as  to  the  depth  it  increases  in  about  that  proportion.  Now, 
if  the  oil  is  a  very  light  gravity  and  very  large  in  amount,  the  valua- 
tion of  that  property  would  be  very  great.  If  the  wells  were  small 
producers  and  of  the  grade  commonly  known  as  fuel  oil,  it  would 
not  be  worth  quite  as  much,  because  it  does  not  sell  at  as  high  a  price. 

The  Chairman.  Now,  here  is  an  instance,  and  a  very  interesting 
one  to  me,  which  we  have  just  had  of  Gov.  Thome,  on  a  40-acre  tract 
that  has  yielded  and  they  now  have  impounded  in  the  receiver's 
hands  a  million  and  a  hair  of  dollars.  Now,  how  much  of  that  kind 
of  land  would  you  say  that  one  oil  claimant  ought  to  have,  and  how 
much  would  a  committee  of  Congress  be  justified  in  giving  one  man 
on  that  kind  of  a  claim  ? 

Mr.  Henderson.  I  think  2,560  acres  is  all  right. 

The  Chairman.  You  think  that  land  where  40  acres  of  it — and 
still  producing — ^would  yield  a  million  and  a  half — ^you  think  that  a 
committee  of  Congress  would  be  justified  by  curative  legislation  in 
giving  one  man  2,560  acres  of  that  kind  of  land? 

Mr.  Henderson.  I  don't  see  why  not.  Oil  is  used  entirely  for  the 
benefit  of  the  country.    It  is  true  the  operator  gets  a  return  for  it. 

The  Chairman.  Yes;  but  the  benefit  to  the  country  is  pretty 
remote. 

Mr.  Henderson.  I  don't  think  so  at  all.  If  you  were  in  California 
to-day  you  wouldn't  think  so. 

The  Chairman.  Well,  that  is  giving  to  one  citizen  out  of  110,000,- 
000,  of  the  public  domain,  of  Government  property,  isn't  it,  more 
than  any  citizen  ought  to  have? 

Mr.  Henderson.  I  don't  think  so,  no;  not  if  you  are  getting  reve- 
nue from  the  thing. 

The  Chairman.  Don't  you  think  that  any  man  that  asks  that 
much  fi  proven  territory,  that  he  ought  to  get  it,  if  he  gets  it,  by  the 
courts  and  within  the  laws,  rather  than  to  ask  Congress  to  give  it 
to  him — 2,560  acres? 

Mr.  Henderson.  No,  sir;  he  has  gone  in  there  and  spent  monev  in 
good  faith;  he  has  developed  great  resources,  and  he  is  entitled  to 
the  retiirns  on  it;  and  he  is  entiled,  first  of  all,  for  going  out  and 
exploiting  territory  that  on  its  surface  perhaps  has  no  indication 
whatever  for  obtaining  oil— is  entiled  to  a  reward,  it  seems  to  me. 
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Mr.  Taylor,  It  is  a  ^mble  anyhow,  isn't  it? 
Mr.  HiiKD£RSON.  It  IS  a  gamble.    We  rely  on  the  geologists  to  go 
and  pick  out  structures  that  are  concealed,  and  sometimes  they  are 
able  to  pick  them  out  and  sometimes  they  are  not. 

The  Chairman.  Well,  if  the  whole  2,560  acres  yielded  in  propor- 
tion to  the  40  acres  there  would  be  a  claim  from  which  $96,000,000 
worth  of  oil  could  be  extracted? 
Mr.  Henderson.  Yes. 

The  Chairman.   Now,  does  that  impress  you  as  being  an  ex- 
orbitant amount  for  one  citizen  to  acquire  by  curative  legislation? 
Mr.  Henderson.  The  chances  are  decidedly  against  the  owner  of 
2,560  acres  in  four  separate  sections  of  finding  oil  on  all  those  four 
sections. 

The  Chairman.  I  have  no  doubt  your  statement  is  true,  but  I  am 
saying  that  if  that  were  true. 

Mr.  Henderson.  I  just  want  to  illustrate.  Seven  or  eight  years  ago 
I  happened  to  make  a  small  investment  in  a  company  that  bought 
30,000  acres  of  land  in  the  Bellridge  district  in  California.  They 
bought  this  30,000  acres  of  patented  land,  and  they  discovered  oil 
at  400  feet,  and  the  chief  operating  officer  and  the  chief  owner — 
one  of  the  large  owners  of  the  company — was  so  impressed  with  the 
magnitude  of  that  land,  the  size  of  that  area,  its  shallow  depth,  its 
high  gravity  oil,  the  big  volume  of  its  wells,  that  he  thought  the  oil 
business  of  California  was  ruined — ^absolutely  ruined,  because  he  had 
such  a  great  power  within  his  grasp  to  go  out  and  do  things  with. 
The  result  of  it  was  that  he  has  produced  about  6,000,000  barrels 
from  his  oil  and  is  drilling  now  at  4,000  feet  to  get  his  oil — from 
that  to  4,500  feet.    He  would  like  to  let  go ;  the  cost  is  so  great. 

The  Chairman.  Well,  isolated  cases  that  you  can  point  out  would 
not  prove  anything. 

Mr.  Henderson.  That  is  not  an  isolated  case.  That  just  happened 
to  be  in  my  mind.    There  are  a  great  many  cases  exactly  like  that. 

Mr.  Taylor.  Have  there  ever  Been  cases  in  the  United  States  where 
there  were  2,600  acres  right  adjoining  each  other  that  were  as  good 
as  the  governor's  40? 

Mr.  Henderson.  No.  And  in  that  one  particular  section,  Mr. 
Taylor,  if  you  please,  of  640  acres  it  happened  to  be  the  richest  spot 
in  the  south  Midway. 

Mr.  Taylor.  Is  there  more  than  one  chance  in  one  hundred  and 
ten  millions  of  that  occurring  in  the  United  States? 
Mr.  Henderson.  Of  that  rich  spot? 

Mr.  Taylor.  No  :  I  mean  of  2,600  acres  or  2,500  acres  as  rich  as  the 
governor's  40  acres,  all  in  a  contiguous  body  ? 

Mr.  Henderson.  I  think  those  chances  are  very  remote.  Oil  in 
itself  is  very  spotted.  You  might  hit  a  very  porous  formation  where 
there  was  tremendous  gas  pressure  or  edge  water  that  would  drive  a 
tremendous  quantity  of  oil.  No  one  knows  how  far  the  governor's 
wells  have  drained. 

Mr.  Taylor.  But  even  if  it  should  become  very  rich,  if  we  left  it 
to  the  discretion  of  the  Secretary  of  the  Interior  he  could  fix  the  roy- 
alty so  high  that  a  man  could  not  grab  $96,000,000. 

Mr.  Raker.  May  I  ask  a  question  right  there?  .From  your  observa- 
tion and  experience  in  the  last  25  years  in  the  oil  fields  and  their  de- 
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velopment,  about  what  percentage  of  those  who  have  been  in  that 
business  have  put  their  money  in  and  received  no  returns! 

Mr.  Hendei?son.  Oh,  I  don't  know.  It  is  so  great  it  is  hard  to 
estimate.    You  only  hear  of  the  fellows  that  make  money. 

Mr.  Raker.  But  dcesn't  it  run  up  to  nearly  95  per  cent? 

Mr.  Henderson.  It  is  all  of  95  per  cent.  There  has  been  a  vast 
amount  of  money  in  the  last  25  years  that  has  gone  into  wells,  and  I 
should  think  at  least  75  per  cent  of  those  men  have  sunk  their  money, 
estimated  from  some  sources  at  over  $300,000,000,  that  has  been  put 
into  California  and  is  not  productive  of  results. 

Mr.  Raker.  Before  they  struck  paying  fields? 

Mr.  Henderson.  They  didn't  get  anything  for  those  three  hundred 
millions. 

Mr.  Eaker.  From  your  observation  and  experience  in  the  oil  busi- 
ness in  California,  noting  the  condition  of  the  country  at  large  at 
the  present  time,  figuring  ahead  in  your  own  mind,  can  you  conceive 
any  time  in  the  history  of  the  United  States  or  the  world  when  we 
need  this  oil  and  every  well  developed — I  mean,  everv  well  used  that 
is  there — and  every  well  developed  that  can  be  developed  upon  that 
field? 

Mr.  Henderson.  I  don't  see  how  it  is  possible  to  conceive  a  more 
urgent  condition  than  exists  right  now  throughout  the  United  States. 

Mr.  Kaker.  Well,  what  object,  what  reason,  can  there  be  for  hold- 
ing that  oil  in  the  ground  when  everybody  is  crying  for  it? 

Mr.  Hekderson.  I  can  not  conceive  of  any;  and  it  is  the  wrong 
thing  to  do,  in  my  opinion — absolutely  wrong.  It  was  done  in  the 
interest  of  conservation  originally. 

Mr.  Raker.  I  know,  but  the  country  now  is  paying  an  enormous 
price  for  its  oil.  They  are  talking  about  our  aeroplanes  will  not  be 
able  to  run,  our  boats  will  not  be  able  to  run,  and  we  are  looking  for- 
ward to  some  disaster  by  reason  of  it.  We  are  in  this  war,  and  is 
there  any  higher  use  that  this  country  could  make  of  that  if  it 
drained  every  drop  of  it  out  to  win  this  war  now  and  produce  oil 
at  the  present  time  ? 

Mr.  Henderson.  There  is  not 

Mr.  Raker.  What  are  we  conserving  it  for;  can  you  tell  us? 

Mr.  Henderson.  I  have  been  in  the  oil  business  and  I  don't  know. 
I  have  been  trying  to  find  out  for  the  last  five  years  why  they  are 
attempting  to  conserve  something  that  in  the  opinion  of  oil  men 
can  not  be  conserved. 

Mr.  Raker.  Of  course,  now,  in  speaking  that  way,  and  I  assume 
the  fact,  and  will  ask  you  the  question  now,  that  while  we  are  de- 
veloping— while  we  are  using  the  wells  and  developing  the  balance 
a  fair  price  should  be  paid  for  it? 

Mr.  Henderson.  What  is  the  fair  price  ? 

Mr.  Raker.  I  say  a  fair  price  should  be  paid. 

Mr.  Henderson.  Yes,  sir. 

Mr.  Raker.  For  all  that  belongs  to  the  Government. 

Mr.  Henderson.  I  don't  think  anybody  would  object  to  paying  a 
fair  price  for  anything  that  belongs  to  the  Government.  I  think, 
though,  that  those  entitled  to  patents  should  be  given  them. 

Mr.  Raker.  Under  present  conditions  now,  whether  a  man  has  40 
acres  or  2,560  acres,  would  there  be  any  monopoly  on  it? 
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Mr.  Hendhrson.  No;  the  holdings  are  too  vast.  In  that  map 
there  (Naval  Reserve  No.  2)  all  of  the  red  is  owned  by  the  Southern 
Pucitic,  and  its  use  for  fuel  is  tremendous.  They  are  using  pretty 
close  to  50,000  barrels  of  oil  a  day.  Over  on  this  side  of  the  Rockies 
they  talk  in  gallons  of  fuel  oil;  over  on  the  other  side  we  talk  in 
barrels,  which  equal  42  gallons.  The  use  from  Portland  to  El  Paso 
and  to  Ogden  is  increasing  all  the  time,  with  the  density  of  traffic 
that  has  to  be  moved  on  account  of  the  varying  conditions.  There 
is  a  constantly  increasing  necessity  for  more,  for  greater  train  ca- 
pacity, and  the  tremendous  demands  that  are  made  on  the  Southern 
Pacific  and  the  Santa  Fe  and  the  Salt  Lake  Railway,  right  in  Cali- 
fornia itself,  are  so  great  that  it  is  just  a  matter  of  great  difficulty 
of  getting  oil  to  them  from  day  to  day. 

Mr.  Raker.  Well,  outside  of  that  great  demand,  under  the  law 
as  it  now  exists  and  the  control  of  that  rule,  would  these  men  with 
larger  holdings  be  in  a  position  to  control  and  charge  enormous 
prices  for  the  oil  ? 

Mr.  Henderson.  No:  I  don't  think  so.  In  my  experience  in  Cali- 
fornia the  price  of  oil  has  always  depended  upon  the  volume  and 
the  demand — supply  nnd  demand. 

Mr.  Raker.  Supposing  there  is  a  shortage  in  the  supply  of  oil 
there,  woidd  the  mines,  for  instance,  be  closed  down? 

Mr.  Henderson.  Yes,  sir. 

Mr.  Raker.  And  there  would  be  an  effort  to  close  down  road 
building? 

Mr.  Henderson.  The  priority  of  distribution  of  oil  would  pre- 
vail west  of  the  Rockies  to  the  same  extent  that  it  does  east.  Now, 
perhaps  you  noticed  this  priority  of  the  distribution  of  the  Presi- 
dentV  this  morning.  It  is  in  12  classes.  I  don't  know  that  I  can 
follow  them,  but  No.  1  is  railroads  and  bunkers — bunkers  for  these 
vessels  here  on  the  Atlantic. 

No.  2  is  for  the  use  of  the  Navy  and  the  Army. 

No.  3  is  for  the  use  of  the  allies  in  their  navies  and  their  various 
departments. 

No.  4  is  for  the  public  utilities  and  for  domestic  consumers  and  hos- 
pitals  that  have  heretofore  used  fuel  oil. 

Nos.  6,  7,  and  8  relate  to  the  use  at  arsenals  and  navy  yards  and 
other  departments  of  both  the  Army  and  Navy. 

Nos.  9,  10,  and  11 

Th**  Chairman  (interposing).  Is  that  the  oil  order? 

Mr.  Henderson.  Yes;  the  one  promulgated  this  morning. 

Nos.  9,  10,  and  11  will  run  to  the  manufacturers  of  Government 
contracts  for  munitions,  and  No.  12  is  the  last  one,  and  that  takes  in 
all  other  consumers.  The  probability  is  that  the  same  priority  of 
distribution  will  occur  on  the  Pacific  coast. 

Answering  your  questions  as  to  the  mines,  they  will  come  in 
Xo.  12.  Now,  if  there  is  a  shortage  of  oil,  as  there  will  be  out  there, 
way  under  the  demand,  and  no  possibility  of  g  tting  oil  for  the  pur- 
pose, the  President  will  either  have  to  raise  the  priority  of  the  mining 
uidustry  to  some  higher  class  and  drop  one  of  those  down  lower 
or  else  the  mines  are  going  to  be  out  of  business.  That  is  the  copper 
mininff  industry  I  am  talking  about.  Sugar  will  go  into  the  same 
class,  No.  12. 
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Mr.  Raker.  Well,  is  your  intention  to  state  to  the  committee, 
now,  Mr.  Henderson,  that  at  the  present  time  there  is  a  shortage  of 
oil  that  is  retarding  the  transportation  in  the  West? 

Mr.  Henderson.  No,  sir;  that  is  not  what  I  stated. 

Mr.  Raker.  Under  the  present  production  and  the  amount  on 
hand,  how  long,  in  your  judgment,  will  it  be  before  that  condition 
will  begin,  as  to  there  being  a  shortage? 

Mr.  Henderson.  To  repeat,  I  stated  to  the  committee  that  the 
consumption  at  this  time  was  35,000  barrels  per  day  more  than  the 
production,  and  that  35,000  barrels  is  being  obtained  by  drafts  on 
the  storage  which  has  been  in  existence  for  the  last  four  or  five 
years.  Now,  the  remaining  quantity  of  storage  at  that  rate  of  draft — 
85,000  barrels  a  day — would  last  approximately  20  months.  Then  all 
of  your  visible  supply  will  be  exhausted,  and  you  will  have  to  de- 
pend  on  the  daily  production,  which,  if  not  increased,  will  be  35,000 
per  day  less  than  the  demand.    Somebody  is  going  to  be  short. 

Mr.  Kaker.  Then  in  20  months,  adding  the  amount  that  is  being 
produced  in  the  meantime  as  well  as  the  amount  in  storage,  we  would 
DC  cut  down  to  about  one-half  of  the  amount  of  oil  to  do  the  ordinary 
things  that  are  being  done  now  ? 

Mr.  Henderson.  No;  not  one-half,  because  our  production  would 
be  275  parts  of  350 — about  seven-eighths,  I  should  sa3^  Just  about 
seven-eighths  would  be  available. 

The  Chairman.  About  one-eighth  short. 

Mr.  Henderson.  About  one-eighth  short;  yes. 

Mr.  Raker.  In  tlie  amount  that  sliould  be  produced  to  keep  up 
the  present  amount  of  consumption,  if  you  continue  the  same  within 
20  months? 

Mr.  Henderson.  Yes.  If  we  can  have  the  necessarjr  relief  and 
reserve  No.  2  can  be  thrown  open  to  full  operation,  it  is  estimated 
that  that  production  can  be  held  steadily  or  can  be  rapidly  increased 
so  that  the  frequent  drafts  can  be  curtailed  down  practically  to 
nothing,  that  we  can  increase  the  quantity  of  oil,  of  the  production 
from  that  reserve,  to  offset  any  deficiency  in  production  at  this  time. 

Mr.  Elston.  How  many  companies  are  operating  in  that  Naval 
Reserve  No.  2?  I  mean  how  many  claimants  are  there  who  have 
made  improvements  there,  either  in  the  way  of  operating  wells  or 
prosecuting  work? 

Mr.  Henderson.  As  I  recall  it,  13  companies  within  the  reserve 
are  operating;  and  assuming  that  they  are  the  sole  successors  of  the 
claimants  or  the  claimants  themselves 

Mr.  Elston  (interposing).  Well,  you  hcarcl  this  statement  that 
Gov.  Gillett  presented,  this  list,  that  included  about  75  ? 

Mr.  Henderson.  As  I  understood  it,  that  list  was  a  list  of  member- 
ship of  the  oil  industries  who  are  within  the  withdrawn  area.  Now, 
the  withdrawn  area,  of  course,  is  very  much  larger  than  the  naval 
reserve. 

Mr.  EusTON.  But  that  list  there  is  a  list  of  individuals  that  would 
be  affected  by  any  denial  of  the  right  to  full  release  under  this  bill. 

Mr.  Henderson.  I  understand  so;  yes.  The  question  was  asked 
Gov.  Gillett  this  morning — ^you  are  referring  to  your  question  as  to 
the  number  of  people  that  we  represent? 
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Mr.  EiiSTON.  I  asked  if  they  were  subsidiaries  of  some  larger  con- 
cerns who  operated  through  them.  Gov.  Gillett  said  to  his  knowl- 
edge thev  were  not. 

Mr.  Henderson.  They  are  independent. 

Mr.  Elston-  Have  you  information  on  that? 

Mr.  Henderson.  I  have. 

Mr.  Elston.  Covering  the  list  that  Gov.  Gillett  read? 

Mr.  Henderson.  Referring  to  the  operators  in  Naval  Reserve  No.  2. 
I  didn't  pay  any  attention  to  that  list.  I  knew  it  was  a  verj  long 
list,  and  I  didn't  pay  any  attention — ^any  close  attention — to  it.  So 
far  as  I  know  they  are  independent. 

Mr.  Elston.  There  are  one  or  two  large  concerns  like  the  Standard 
or  the  Southern  Pacific  Co.  that  would  get  largely  about  all  the 
benefit  out  of  this  bill,  would  they  not  ? 

Mr.  Henderson.  No;  all  the  holders  of  the  Standard  Oil  Co.  are 
bown.    They  don't  make  any  secret  of  that. 

Miss  Rankin.  What  do  you  consider  an  independent  company? 

Mr.  Henderson.  One  which  is  not  affiliated  with  some  other  con- 
cern. 

Miss  Rankin.  You  mean  that  doesn't  'i^ell  its  oil  to  another  con- 
cern; that  sells  directly  to  the  consumer? 

Mr.  Henderson.  No;  there  are  very  few  of  those,  owing  to  the 
excessive  cost,  the  tremendous  cost,  and  the  very  large  and  vast  equip- 
ment required  to  market  these  products.  The  oil,  in  the  first  place, 
i^  developed,  as  Gov.  Thorne  said,  in  a  desert.  It  is  remote  and  in 
the  wilds,  and  that  oil  is  transported  by  two  means — first,  by  cars,  by 
rail;  and,  second,  by  pipe  lines.  Pipe  lines  are  very  extensive. 
They  all  go  to  tidewater.  These  refineries,  the  large  refineries  in 
California,  are  located  in  San  Francisco  Bay  and  Southern  Cali- 
fornia. There  are  seme  pipe  lines  that  reach  other  fields  that  are 
very  prolific  producing  fields,  but  they  are  outside  of  this  inquiry. 
They  are  over  in  Santa  Barbara  County  and  Ventura  County,  San 
Luis  Obispo  County,  and  Monterey  County. 

Miss  Rankin.  But  that  doesn't  answer  what  you  call  an  inde- 
pendent company. 

Mr.  Henderson.  An  independent  producer. 

Miss  Rankin.  But  that  sells  to  some  other  company  before  it 
goes  to  the  consumer  ? 

Mr.  Henderson.  If  you  please,  the  business  is  conducted  in  two 
^ays.  Ninety-five  per  cent  of  the  producers — 97  per  cent  of  the 
producers — sell  direct  to  marketing  companies.  The  marketing  com- 
panies own  the  pipe-lines  and  transportation  facilities,  the  rail  lines, 
pipe-lines,  and  machinery.  That  oil  is  transported  then  to  market. 
But,  answering  the  question  directly,  97  per  cent  of  the  people  that 
are  engaged  in  the  business  of  producing  oil  sell  to  marketing  com- 
panies and  do  not  sell  direct  to  consumers. 

Mr.  Elston.  Now,  that  97  per  cent  would  represent  a  multitude 
of  companies  and  persons — about  350  companies  in  California,  pro- 
ducing companies? 

Mr.  Henderson.  Yes. 

Mr.  Elston.  And  a  great  many  independent  individual  operators, 
too,  I  suppose  ? 
Mr.  Henderson.  Yes;  I  assume  that  at  least  90  per  cent  of  that 

350  have  absolutely  no  connection  with  anyone  else.    The  Associated 
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Oil  Co.  has  a  number  of  subsidiaries  scattered  around  in  vai 
ous  parts  of  the  State,  such  as  the  Amalgamated  Oil  Co.,  that  do* 
business  in  southern  California;  the  West  Coast  Oil  Co.,  in  southei 
California;  the  Ida  May  Oil  Co.;  the  Pioneer,  and  various  otlv 
companies. 

Mr.  Elstox.  What  I  would  like  to  know  is  whether  or  not  tl 
situation  of  Gov.  Thome's  company  is  characteristic  in  the  develoj 
ment  of  the  oil  fields  of  California ;  whether  it  is  attempted  in  th 
way  he  says  his  little  company  did? 

Mr.  Henderson.  I  think  05  per  cent  of  the  business  of  the  opcrji 
tors  is  bv  companies  like  Gov.  Thome's. 

Mr.  Elston.  And  not  financed  by  some  big  concern  and  througi 
dummies? 

Mr.  Henderson.  Not  financed  by  anybody  except  the  public. 

Miss  Kankin.  Is  the  Associated  Oil  Co.,  of  California,  which  yoi 
represent,  an  independent  company  ? 

Mr.  Henderson.  Yes.  The  Associated  Oil  Co.  was  organized  ii 
1902,  in  Januarv.  It  commenced  business  at  that  time,  and  was  tin 
result  of  the  purchasing  of  43  different  companies.  In  1901  am 
1902  there  was  a  tremendous  increase  of  production  in  Turn  Kive; 
and  Colinga,  to  the  extent  that  oil  sold  at  9  cents  a  barrel,  and  thea 
companies  went  bankrupt  very  quickly.  The  expenses  were  greai 
and  ideas  of  operation  were  very  poor.  They  didn't  know  anythin< 
about  the  businei^s.  They  simply  got  a  lot  of  money  together  anc 
developed  it,  and  when  they  had  sunk  their  money  and  sunk  theii 
wells,  then  they  were  at  the  end  of  their  rope,  and  the  Associates 
was  formed  by  tjie  consolidation  of  43  different  companies.  It  is 
an  independent  company. 

Miss  Rankin.  Well,  would  you  call  the  Standard  Oil  Co.  an  inde- 
pendent company? 

Mr.  Henderson.  Yes. 

Miss  Rankin.  And  the  Southern  Pacific  an  independent  com- 
panv? 

Mr.  Henderson.  Yes;  the  Southern  Pacific  is  an  independent 
company.  I  want  to  say,  so  far  as  the  Associated  Oil  Co.  is  con- 
cerned, that  the  Southern  Pacific  owns  a  controlling  interest  in  it. 

Miss  Rankin.  In  the  Associated  Oil  Co.? 

Mr.  Henderson.  Yes;  it  has  for  a  great  many  years.  But  the 
Southern  Pacific,  in  its  own  properties  there 

Miss  Rankin  (interposing).  Then  there  is  nothing  that  would 
not  be  an  independent  company? 

Mr.  Henderson.  How  is  that? 

Miss  Rankin.  Would  there  be  any  company  that  would  not  be  an 
independent  companv? 

Mr.  Henderson.  Perhaps  I  might  tell  a  story  that  would  indicate 
that  the  Standard  Oil  Co.  has  an  interest  in  about  all  of  these  large 
companies. 

Mr.  Lenroot.  I  would  like  to  ask  Mr.  Henderson  two  or  three 
questions.  Mr.  Henderson,  the  amendment  proposed  or  recom- 
mended by  the  departuient  should  be  modified  by  permitting  the 
lease  of  existing  wells  at  a  flat  rovalty  of  18,  and  the  preference 
right  to  lease  the  balance  of  the  claim  or  location  at  such  royalty  as 
the  Secretary  of  the  Interior  might  fix,  and  what  would  you  say 
as  to  the  fairness  of  such  a  proposition  ? 
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Mr.  Henderson.  I  think,  still  referring  to  the  statement  a  moment 
ago,  that  there  should  be  a  definite  royalty  in  the  bill.  I  think  it  is 
appropriate  that  preference  rights  should  be  given  to  the  operators 
who  did  work  on  the  property,  or,  rather,  who  were  given  a  lease  on 
existing  wells.  The  operator  should  have  the  preference  to  develop 
the  balance  of  his  lease,  but  it  should  be  at  a  specific  royalty. 

Mr.  Lenroot.  With  reference  to  this  naval  reserve,  assuming  that 
a  lease  is  made  of  existing  wells,  and  that  leases  are  taken  out  upon 
all  of  the  sections  in  yellow,  and  that  the  Government  recovers  all  of 
those  sections  other  than  the  existing  wells,  and  all  the  other  lands 
in  the  reserve  remain  in  private  ownership,  and  that  the  oil  is  con- 
served in  the  ground — if  in  20  years  from  now  the  Government 
should  drill  wells  in  that  land,  would  the  pressure  be  greatly 
reduced  ?  I 

Mr.  Henderson.  There  would  practically  be  no  pressure  at  all. 

Mr.  Lenroot.  Would  the  cost  of  production  be  greatly  increased 
to  the  Government? 

Mr.  Henderson.  Yes;  materially  so,  because  in  its  present  condi- 
tion, with  the  gas  there  forcing  and  lifting  or  exerting  a  prassure 
all  the  time  to  drive  the  oil  to  the  aperture,  that  assists  the  oil  to 
come  up  into  the  hole,  and  it  impregnates  and  expands  the  oil  itself, 
so  that  the  oil  when  it  comes  out,  perhaps  in  some  instances,  is  ex- 
panded 100  per  cent.  I  have  seen  a  great  many  cases  where  oil  will 
shrink  75  per  cent  in  half  an  hour  after  it  has  left  the  mouth  of  the 
well,  for  the  reason  that  the  gas  is  expanding  and  liberating  itself 
from  the  liquid.  Now,  that  all  goes  to  the  point  of  economy  in 
operation.  As  long  as  there  is  a  driving  force  to  your  aperture  you 
will  produce  oil  much  cheaper  than  you  will  if  there  is  no  such 
driving  force. 

Mr.  Lenroot.  Assuming,  again,  what  I  stated  in  my  former  ques- 
tion, have  you  any  judgment  as  to  the  relative  advantages  to  the 
(lovermnent  between  allowing  a  lease  upon  all  of  the  land,  at  such 
royalties  as  may  be  determined  upon,  and  leasing  existing  wells,  as 
is  now  proposed,  conserving  such  oil  as  is  not  drained,  and  the  Gov- 
ernment in  the  future  itself  drilling  the  wells  and  having  in  view 
the  increased  cost  of  production,  under  the  leasing  proposition,  the 
Government  getting  at  least  one-eighth  of  the  oil?  Which  would 
be  to  the  greater  advantage  of  the  Government? 

Mr.  Henderson.  Bather  than  commandeering  and  selling  it,  you 
say? 

Mr.  Lenroot.  As  between  leasing  and  conserving  it. 

Mr.  Henderson.  Oh,  there  isn't  a  particle  of  doubt  about  that.  I 
am  very  strong  in  my  conviction  that  to  lease  the  land  would  be  much 
better  for  the  Government,  because  you  have  got  something.  It  is 
tangible.  Now,  you  have  got  either  the  money  for  it  or  you  have  got 
one-eighth  of  the  product.  Now,  if  you  have  got  one-eighth  of  the 
product,  you  get  that,  but  if  it  remains  in  the  ground  it  is  elusive; 
you  can't  tell  where  it  is  to-day  or  where  it  will  be  to-morrow. 
It  mav  be  here  to-day  and  somewhere  else  to-morrow.  I  have  seen 
oil  in  the  Turn  River  district  change  a  distance  of  3  miles.  I  know 
a  man  who  owned  a  40-acre  piece  in  a  section  that  was  very  pro- 
lific in  production,  but  water  broke  in  half  a  mile  south  from  him, 
Mid  the  force  of  the  water  was  so  great  that  it  drove  all  the  oil  away 
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from  his  property  3  miles  to  the  north  end  of  the  field,  and  it  is  in 
that  condition  there  to-day.  We  know  from  our  drilling  in  cross 
cutting  the  crust  of  the  earth  that  we  find  spots  that  are  very,  very 
hard,  and  others  that  are  soft,  and  others  that  are  sand;  and  that 
here  is  great  porosity  in  that  sand — a  great  content  of  oil  in  them. 
There  is  gas  pressure  there,  in  the  sand,  and  it  sometimes  has  a  pres- 
sure of  100  pounds,  and  that  exerts  this  constant  driving  force.  We 
don't  know  how  far  some  of  those  channels  of  great  porosity  extends. 
They  may  extend  a  mile  or  they  may  extend  2  miles.  We  have  found 
instances  farther  over  to  the  west  of  that  reserve  where  two  wells  a 
mile  apart,  10,000  barrels  in  each,  drained  a  great  radius.  I  wouldn't 
be  able  to  tell  how  far,  but  I  should  think  they  drained  3  miles  of 
territory.  The  stratum  or  channel  of  extreme  porosity  was  narrow, 
and  it  went  along  the  apex  of  the  syncline  something  like  that  [illus- 
trating], along  one  side  of  it,  and  it  was  perhaps  an  old  river  bed  that 
was  filled  with  coarse  sand  and  pebbles,  and  the  porosity  was  very 
great.  The  gas  pressure  was  great,  and  it  drove  it  all  to  these  two 
wells. 

Mr.  Lenroot.  Can  you  tell  us  anything  about  the  porosity  of  the 
lands  in  naval  reserve  No.  2  ? 

Mr.  Henderson.  In  the  portion  there  which  was  termed  "  North 
of  the  Gap  " — of  course,  that  all  looks  flat  there,  but  there  are  some 
very  sharp  hills.  You  have  been  in  that  country,  and  you  remember 
the  gap  there.  There  are  two  sections  of  the  hiJls  there,  broken  by  a 
big  gap.  North  of  it  the  porosity  is  greatest  perhaps  in  section  36. 
Below  that  it  hasn't  been  clearly  demonstrated  yet,  b?cause  section  36 
was  one  of  the  earliest  wells  of  the  six  sections  to  be  developed,  and  we 
have  usually  found  that  the  first  well  down  is  the  one  that  gets  the  oil 
coming  to  it ;  that  it  creates  channels  and  is  more  apt  to  produce  more 
oil  than  later  wells  that  are  drilled  perhaps  1,000  feet  or  only  500  feet 
away  from  it. 

Mr.  Lenroot.  Assuming  that  the  Government  recovers  all  of  the 
lands  indicated  in  .yellow,  and  the  others  are  in  private  ownership, 
and  leases  of  existing  wells  are  made  in  the  lands  indicated  in  yellow, 
what  percentage  of  the  oil,  in  your  judgment,  that  is  now  in  the  land 
would  remain  in  the  land  20  years  from  now  ? 

Mr.  Henderson.  Well,  that  again  gets  back  to  the  question  of  the 
decline  in  gas  pressure.  It  is  an  unknown  quantity.  Now,  you  take 
in  the  yellow,  in  the  tier  running  diagonally  to  the  left  and  just  on 
the  white  part  of  the  map  there  where  its  says  "  township  32,  range 
23";  now,  in  that  portion  of  that  country  is  a  tremendous  syncline, 
and  that  syncline  generally  is  filled  with  water  under  a  considerable 
hydrostatic  head.  Now.  where  that  head  is  we  do  not  know,  but  it  is 
assumed  to  be  miles  and  miles  up  to  the  northwest.  It  exerts  a  driv- 
ing pressure  in  there,  which  is  what  we  term  "edge  water"  in  the 
oil  field. 

In  other  words,  just  to  illustrate  the  thing  on  my  hand  here,  here 
is  the  apex  of  the  anticline,  and  the  saturation  of  the  oil  extends 
down  just  so  far  on  either  side  of  that  apex.  Now,  in  the  bottom  of 
it  is  what  we  call  the  "  syncline."  That  is  filled  with  water.  Now, 
you  can  drill  down  here  just  so  far  on  the  flank  of  the  anticline  until 
you  get  the  pressure  force  and  the  efl^ect  of  the  water,  with  its  hydro- 
static head  shoving  that  oil  to  the  aperture.     Now,  those  are  the 
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two  factors,  so  far  as  we  know,  that  are  exerted  in  the  economical 
handling  of  an  oil  field — water  pressure  at  the  side,  if  there  is  one, 
and  the  driving  of  the  gas.  Now,  I  think,  to  answer  you  a  little 
more  definitely,  that  there  would  not  be  much  oil  there  in  20  years. 
There  will  be  some.  We  don't  know  what  the  life  of  oil  fields  are 
in  California.  The  oldest  well  still  producing  oil  in  paying  quanti- 
ties was  drilled  in  1879, 1  think  it  was. 

Mr.  Lenroot.  What  has  been  the  average  reduction  in  produc- 
tion in  the  Turn  River  field  ? 

Mr.  Henderson.  In  the  Turn  River  field  it  loses  about  90  per  cent, 
or  the  production  declines  about  90  per  cent  in  13  years.  That  field 
has  been  in  existence  since  1898.  Its  practically  complete  develop- 
ment was  about  1905  or  1906.  There  are  some  parts  that  are  not  yet 
developed,  but  from  wells  that  were  drilled  originally  in  those  now 
undeveloped  tracts  that  produced  300  or  350  barrels,  they  are  now 
producing  about  20  barrels  a  day.  That  field  will  produce  oil  for  a 
great  many  3^eai's. 

Mr.  Lenroot.  That  is  all  I  have. 

Mr.  Henderson.  May  I  add  just  one  more  thing?  The  Associated 
Oil  Co.  purchased  this  McMurtry  land  in  August,  1910.  The  second 
withdrawal  was  in  July  of  1910.  I  just  wanted  to  make  that  clear 
in  the  record. 

The  CiiAuiMAN.  We  are  very  much  obliged  to  you,  Mr.  Henderson. 

We  will  now  hear  Mr.  O'Donnell. 

STATEMENT  OF  THOMAS  A.  O'DONNELL,  PRESIDENT  OF  THE 

CAUFOBNIA  PETBOLEUM  CO. 

Mr.  O'DoNNEix.  I  am  president  of  the  California  Petroleum  Co. 
and  its  subsidiaries.  At  the  present  time  I  am  cleaning  up  my  duties 
as  far  as  my  private  affairs  go  and  have  accepted  appointment  under 
Mr.  Requa,  to  take  charge,  to  the  extent  that  the  Government  takes 
charge  at  all,  of  the  producing  end  of  the  petroleum  industry  of  the 
United  States,  if  my  health  permits. 

Now,  most  of  you  gentlemen  here  have  heard  me  on  various  occa- 
sions, and  I  appear  before  you  now  in  a  different  light,  I  hope.  I  am 
not  going  to  attempt  to  go  into  the  merits  of  this  drawn-out  con- 
troversy which  has  oeen  before  this  committee — I  have  been  coming 
before  j^-ou  for  eight  years — and  there  are  several  books  that  you 
can  read  if  you  want  to  know  about  some  of  the  details  that  I  have 
presented  to  the  committee. 

Conditions  have  changed,  gentlemen,  and  the  same  problems  must 
be  nmning  through  your  minds  that  are  running  through  mine,  that 
there  is  a  time  for  us  all  to  forget  our  past  ideas  if  they  in  any  w^ay 
conflict  with  the  great  problem  that  is  before  us  to-day  in  the  war 
situation.  I  hope  to  be  able  to  convince  you  gentlemen  that  anything 
I  might  sa|^  in  relation  to  this  question  h^re  is  entirely  aside  from 
any  personal  interest  that  I  have  had  in  the  past.  The  greatest 
interest  that  I  have  to-day  is  devising  ways  and  means  to  kill  Ger- 
mans—bloodthirsty, brutal — and  there  is  no  extent  that  I  would  not 
go  to. 

I  am  not  in  the  best  of  health,  as  good  as  I  was  when  I  appeared 
before  you  before,  but  I  am  going  to  do  my  bit,  and  in  this  problem, 
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that  unfortunately  my  personality  has  been  so  mixed  up  with,  I  nm 
now  identified  with  it  from  an  entirely  different  viewpoint,  and  I 
don't  want  that  to  prejudice  you  in  arriving  at  what  is  your  duty  in 
connection  with  this  controversy  that  has  lasted  for  eight  years- 
There  is  no  interest  that  I  have  in  the  matter  that  is  greater  than  the 
public  interest  that  I  want  to  perform  to-day. 

I  have  been  asked  to  undertake  a  task  of  tremendous  importance- 
Whether  I  will  succeed  in  doing  any  good  or  danuige,  I  hope  which- 
ever way  the  public  looks  at  it  after  it  is  done,  it  will  at  least  give 
me  credit  of  having  a  clear  conscience  in  any  action  that  I  might 
have  taken.  I  presume  my  selection  has  been  nuide  after  consulta- 
tion with  the  numerous  interests  of  the  country  as  to  who  is  a  good 
man  to  go  to  the  fountain  head  to  help  in  providing  one  of  the  most 
necessary  articles  that  enters  into  the  great  conflict  in  which  we  arc 
now  engaged.  That  is  not  only  in  California,  where  I  spent  my  life 
and  my  activity,  but  I  am  asked  to  come  back  here  and  at  times  be 
colisulted  about  the  line  back  of  the  trenches  and  the  supplies. 

I  have  been  told  that  my  judgment  will  be  followed  as  to  the  poli- 
cies to  pursue  at  the  fountain  head — the  production  of  the  oil  itself, 
I  am  not  as  familiar  with  some  of  the  points  of  production  in  the 
United  States  as  I  am  with  those  in  California.  I  know  that  situa- 
tion out  there,  and  I  want  you  to  believe  me  when  I  say  in  connection 
with  my  work,  if  it  meant  a  sacrifice  of  my  28  years  of  effort  there, 
to  accomplish  the  purpose  of  my  present  employment,  that  I  would 
gladly  make  it. 

I  do  not  think  there  is  a  man  in  this  room  that  does  not  feel  that 
way  about  any  of  the  activities  of  the  life  that  he  has  been  engaged 
in.  And  then  I  would  not  be  making  any  sacrifice  that  we  are  asking 
others  to  make.  This  is  not  a  time  for  me  to  come  to  Washington 
with  any  personal  ax  to  grind,  and  offer  an  argument  on  the  basis 
that  this  is  an  injustice  to  me  that  the  Government  is  now  intending 
to  enact.  War  is  all  that  Sherman  said  it  was,  and  then  some,  and 
the  struggle  is  going  to  go  on  with  millions  of  men  suffering  in- 
equities and  unfairness  to  them  as  individuals.  The  part  that  I  ex- 
pect to  play  is  going  to  I  e  looking  at  it  in  a  brutal  way  to  get  it  over 
as  soon  as  we  can,  in  the  end  hoping  that  j^ou  have  accomplished 
something  in  a  humane  way. 

My  activity,  as  I  see  it,  and  as  I  think  all  men  who  are  engaged 
in  that  end  of  it  will  eventually  see  it  and  do  see  it,  is  to  do  the 
practical  thing  just  as  quick  as  it  can  be  done,  just  as  hnrd  as  it  can 
be  done  to  show  somebody  right  now,  because  in  the  end  it  is  going 
to  be  the  humane  thing  to  do. 

So  I  feel  to-day  in  coming  here  and  looking  at  the  familiar  map 
on  the  wall  that  if  I  stood  before  you  and  advised  this  committee 
to-dny  in  connection  with  my  work  to  take  any  action  that  was  not 
for  the  general  public's  good,  that  I  should  be  hanged  for  doing  it. 
Now,  there  are  difl'erenccg  of  opinion  that  gets  into  th^action  that 
we  have  undertaken  here.  A  monkey  wrench  drops  into  the  ma- 
chinery here  and  there,  not  always  by  lack  of  foresight ;  not  always 
entirely  by  inefficiency.  We  have  gone  into  a  great  big  job,  and  you 
have  been  monkeying  with  this  question  for  eight  long  years  that  I 
know  about.    A  good  many  of  j^ou  are  tired. 

It  should  be  settled,  gc»ntlemen,  and  I  am  not  going  to  come  here 
and  tell  you  how  and  in  what  detail,  but  it  is  this  committee's  duty. 


OIL  LEASING  LANDS.  121 

just  as  quick  as  the  cumbersome  body  of  legislation  in  this  country 
will  permit  it  to  be  done,  to  do  something  to  end  the  uncertainty  and 
the  controversy  existing  over  those  lines  in  California.  Now  whether 
it  can  be  done  as  completely  as  my  judgment  indicates  it  should  be 
ilone,  and  allow  the  full  development  of  these  resources  that  are 
vitally  necessary  for  the  commercial  life  of  California,  I  do  not  know. 
This  is  a  Republic,  a  democracy.  Part  of  its  success — probably  all 
of  its  success — ^is  very  dependent  upon  public  opinion.  Public  opin- 
ion has  been  very  active  in  connection  with  these  western  resources. 
Vou  gentlemen  are  in  closer  touch  with  that  than  I  am,  no  doubt, 
and  you  know  perhaps  better  than  I  do  what  will  be  accepted  in  the 
legislation  that  you  are  proposing.  But  I  am  telling  you  now  that 
it  is  necessary  for  something  to  be  done  to  untie  these  G,000,000  acres 
of  land  in  the  West  for  us  to  get  bids  on ;  if  we  have  got  resources 
out  there,  to  go  to  it,  for  the  Nation  needs  it.  It  needs  your  help, 
and  your  duty,  everyone  of  you  to-day,  is  to  give  all  the  talent  that 
you  have  got  to  solve  that  problem  and  to  solve  it  quickly. 

I  have  Been  into  the  oil  situation  far  enough  to  know  that  Cali- 
fornia is  the  one  place  in  this  country  where  the  situation  is  now  be- 
ginning to  be  acute.  We  have  had  plenty  of  petroleum  to  date.  We 
hope  to  have  plenty  to  suppl}'^  the  Nation.  I  am  going  out  among  the 
oil  producers  of  this  country  and  ask  them  all  to  forget  their  local 
differences.  You  have  heard  Mr.  Henderson  here  talk,  who  belongs 
to  an  organization  that  I  have  fought  most  of  my  life,  though  not  him 

gjrsonally.  He  is  a  nice  fellow  and  an  able  man,  and  when  the 
ovemment  is  looking  for  able  men  that  know  the  shipping  business, 
the  railroad  business,  and  all  of  the  branches  of  the  game,  they  call 
upon  his  talent  and  it  is  given  freely,  at  a  sacrifice  to  himself  and 
to  all  of  his  personal  interests.    I  expect  to  do  the  same. 

The  worst  thing  in  the  world  that  can  be  done  at  this  time  is  to 
holler  "  Standard  Oil "  or  anything  else  that  excites  the  public,  unless 
that  is  done  on  a  good,  sound,  substantial  basis.  If  they  are  going 
to  get  in  and  help  up  with  this  job,  let  us  have  their  help,  from  the 
patriotic,  whole-souled  way  that  it  ought  to  be  done.  And  I  believe 
that  we  are  going  to  get  it.  I  haven't  seen  a  shirker  along  the  line. 
There  isn't  a  man  in  the  United  States  that  hasn't  offered,  no  matter 
how  great  his  salary  or  his  talent,  when  it  has  been  suggested  to  him, 
to  me,  and  to  the  department  here  that  we  are  engaged  in  this  work — 
not  a  man  who  hasn't  riven  his  service  freely. 

Mr.  Daniels,  the  head  of  the  Navy,  has  had  in  his  mind  for  a  num- 
ber of  years  a  plan  that  I  never  did  agree  with  in  the  past.    I  would 
be  perfectly  willing  to  take  Mr.  Daniels  in  my  arms  and  kiss  him  to- 
day if  I  felt  that  he  was  capable  of  seeing  any  action  that  might 
be  taken  in  connection  with  these  lands  that  would  help  the  Cali- 
fornia situation  and  give  him  every  dollar  I  ever  made  out  of  the 
naval  reserve  that  he  wants  if  he  would  do  it — do  the  practical  thing. 
I  don't  know  how  far  this  legislation  which  proposes  to  com- 
wandcor  the  naval  reserve  has  gone.    It  may  be  necessary  to  combat 
fhe  differences  of  opinion  within  our  circle ;  to  concede  all  of  those 
things  that  they  are  right,  but  whatever  it  is,  if  you  have  made 
op  your  mind  to  give  the  oil  men  a  lease  on  these  wells  that  they 
have  now  got,  and  nothing  more,  let  us  do  it  to-morrow  if  we  can,  and 
let  me  get  started  on  my  job.    T  have  always  been  willing,  after  I 
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had  fought  myself  out  for  four  years — the  last  four  years — I  was 
always  willing  to  take  anything  they  were  prepared  to  give  us  here. 
We  have  been  eight  years  at  this  gentlemen.  There  have  oeen  a  lot  of 
things  said ;  there  have  been  a  lot  of  men  died  that  have  worked  with 
me  and  others  in  connection  with  this  work.  I  came  back  here  a 
number  of  years  ago,  and  Capt.  Matson — ^you  have  heard  this  name  so 
many  times  before  this  table — Mr.  Matson  was  in  no  way  connected 
with  me  personally.  In  fact,  w-e  had  a  spat  at  one  of  the  first  meet- 
ings that  we  had  when  we  got  to  Washington  about  details.  The 
greatest  criticism  that  you  have  had  before  you,  gentlemen,  in  these 
years  has  been  the  acquisition  of  Capt.  Matson  in  tnose  naval  reserves. 
Capt.  Matson  was  a  great,  big,  energetic,  powerful  citizen  of  the  West. 
He  had  as  much  to  do  with  the  development  of  our  Pacific  coast  as 
any  other  man  in  that  part  of  the  world.  I  personally  believe  that 
this  agitation  in  connection  with  these  lands  nelped  to  shorten  that 
man's  life.  And  he  has  the  large  acreage  that  is  talked  about,  but  he 
had  hundreds  of  associates.  His  long  life  of  activity  in  the  Hawaiian 
Islands  and  on  the  Pacific  coast  was  lost  sight  of.  It  was  always 
Capt.  Matson  and  so  many  acres  of  land. 

The  lady  here  [Miss  Rankin]  in  asking  Mr.  Henderson  some  ques- 
tions has  in  mind  independent  oil  companies.  You  know  I  have  been 
president  of  a  company  for  a  number  of  years  that  is  generally  known 
as  an  independent  company,  because  it  was  not  identified  with  the 
Standard  Oil  Co.,  which  seems  to  be  the  big  thing.  But  I  have  been 
the  least  independent  fellow  that  you  know,because  I  had  4,000  stock- 
holders scattered  all  over  the  United  States  that  expected  something 
from  me.  There  has  been  a  vast  number  of  personalities  interested 
after  all.    It  is  far  reaching  in  its  effect. 

Now,  what  I  want  to  ask  you  gentlemen  to  do  to-day  is  to  do  some- 
thing. I  want  to  ask  you  to  perform  your  full  duty,  not  questioning 
that  you  have  ever  failed  to  do  that  as  you  saw  it,  but  I  want  you  to 
see  it  with  me  and  to  realize  the  necessitv  of  the  situation.  There  is 
nobody  who  knows  how  long  this  war  is  going  to  last,  and  I  want  to 
tell  you,  gentlemen,  if  this  war  last  four  or  five  years — as  it  is  pre- 
dicted that  it  may — that  I  and  dozens  of  others  and  hundreds  of 
thousands  of  other  men  that  are  engaged  in  activity  to  supply  that 
groat  necessity  to  carry  it  on  may  be  dead  and  gone,  and  failure  star- 
ing us  in  the  face,  because  we  did  not  grab  the  right  lever  at  this 
time  to  start  the  machinery  going. 

The  oil  business  in  the  West — it  is  not  so  bad  in  the  mid-continent, 
but  in  the  West  it  is  a  slow-moving  industry.  It  takes  great  volumes 
of  mor.ey,  time,  and  when  you  have  got  the  money  and  the  time  and 
the  territory  and  the  outline  of  where  you  are  going  to  work,  then 
you  are  still  dealing  with  an  abstract  problem.  You  are  not  sure 
what  the  results  are  going  to  be.  It  is  an  immeasurable  thing.  It 
is  much  more  so  than  coal,  because  coal  you  can  determine  the  thick- 
ness of  the  veins;  you  can  determine  how  many  tunnels  you  can  get 
in  there  and  how  many  tons  3^ou  can  get  out.  But  you  come  out  into 
the  mid-continent  field  and  vou  will  talk  to  one  fellow  that  wants  to 
sell  you  a  lease,  and  you  will  conclude  that  there  are  hundreds  of 
millions  of  barrels  of  oil  right  around  you,  and  you  come  back  and 
talk  to  the  fellow  that  bought  it  later,  and  you  might  change  your 
mind.    And  there  need  be  no  dishonesty  in  connection  with  it. 


OIL  LEASING  LANDS.  123 

Kow,  I  don't  want  to  make  a  patriotic  talk  or  anything  of  that 
kind  here.  That  is  not  necessary.  I  want  to  urge  on  the  committee 
careful  consideration  of  this  problem.  I  think  most  of  you  have  made 
up  your  minds.  If  you  have  not,  take  two  or  three  of  those  books 
home  and  read  them,  and  then  sit  down  and  think  of  our  problems. 
Report  this  bill  out  in  the  shape  that  you  intend  to  report  it  out. 
There  is  a  lot  of  camouflage  surrounding  a  lot  of  the  processes  of 
legislation.  I  am  urging  this  on  you  from  the  standpoint  of  the 
Government,  notwithstanding  that  many  branches  of  tliat  Govern- 
ment differ  with  me  as  to  what  was  the  proper  thing  to  do.  I  believe 
I  know  more  about  it  than  any  single  man  that  is  identified  with  the 
Government  here  in  Washington  to-day,  of  the  necessities  there  in 
California.  I  don't  mean  any  disrespect  to  them,  but  they  have 
got  other  branches  to  look  after.  They  have  got  their  Navy  to  run; 
and  I  say  the  American  people  are  gomg  to  furnish  them  all  the  oil 
thev  want.  'First  of  all  to  the  Navy,  if  we  have  got  to  stop  auto- 
mooiles  and  submit  to  a  lot  of  inconvenience  in  this  country.  We  are 
going  to  give  the  Navy  all  the  oil  she  wants. 

Now  give  us  the  opportunity  to  develop  the  entire  resource  of  a 
very  important  product  to  keep  the  Navy  and  everything  else  run- 
ning. We  have  got  something  else  besides  the  Navy  running.  Out 
in  California,  in  addition  to  the  requirements  we  have  got,  there 
is  a  drj'  year.  W,e  have  got  to  raise  the  water  from  lower  levels  to 
raise  fooS  with.  Oil  is  a  big  factor  in  connection  with  that.  The 
entire  industrial  life  of  the  country  is  dependent  upon  petroleum, 
and  we  are  drawing  on  our  stocks  to  a  dangerous  extent.  I  don't 
want  to  alarm  you  with  the  idea  that  that  is  Nation  wide,  because  it 
is  not,  yet ;  but  it  is  in  California.    It  is  acute. 

Now  you  will  say,  "  Well,  these  wells,  if  we  are  only  to  give  you 
a  lease,  are  pumping,  and  the  product  is  going  into  general  consump- 
tion, and  it  wouldn't  do  you  any  good."    jMan  power  is  an  important 
factor  to-day.    Men  can  not  change  their  business  in  life  over  night 
and  be  efficient  at  it.    We  need  all  the  talent  and  the  resources  that 
the  men  engaged  in  that  business  out  there  have  to  j)roduce  more 
oil.    If  they  can't  produce  it  there,  they  can  produce  it  somewhere 
else.    Do  the  maximum  thing  that  can  be  done  after  you  analyze 
where  you  can  work.    There  are  millions  of  dollars  tied  up  in  the 
hands  of  receivers  out  there  that  it  is  necessary  to  distribute  into  the 
hands  of  these  men  that  have  exhausted  themselves  in  a  financial 
way,  that  they  may  continue  actually  in  the  business;  at  least,  get 
them  out  of  the  hands  of  receivers,  if  you  are  ever  going  to  get  them 
out,  to  make  more  use  of  it  than  ever  before  in  our  history. 

We  are  opening  up  another  field  in  Los  Angeles  County  that  may 
solve  our  problem.  I  am  not  too  optimistic  about  it  being  great 
enough  to  do  it.  I  don't  want  to  alarm  you  too  much  about  it.  That 
may  be  the  solution  of  it,  but  one  of  the  necessary  things  that  I  have 
pot  to  know,  if  I  am  going  to  perform  my  work  in  the  best  way  out 
there,  is  to  know  what  our  resources  are  and  then  try  and  get  the 
greatest  activity  to  work  to  produce  the  maximum  requirements. 
You  know  there  are  many  problems,  and  you  will  be  surprised  to  see 
bow  many  that  are  not  material  they  are  putting  up  to  us  here  in 
Washington.  Mr.  Henderson  the  other  day  got  a  letter  from  a  lady 
who  had  something  that  was  not  material  to  our  troubles  at  all,  and 
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after  a  long  letter  she  wound  it  up  by  saying  that  she  was  not  a 
strong  woman,  neither  was  her  husband.  [Laughter.]  But  there 
are  a  lot  of  material  things  coming  in.  We  had  a  delegation  of 
bankers  who  met  us  in  New  York  on  the  past  situation  in  Oklahoma, 
and  a  rather  startling  statement  was  macie  that  there  wasn't  enough 
money  in  all  of  the  banks  in  the  State  of  Oklahoma  to  pay  the  in- 
come taxes  that  would  be  due  in  June.  Now,  these  men  met  us  not 
in  complaint  at  the  taxes.  All  of  us  know  that  the  war  has  got  to  bo 
paid  for.  If  it  takes  my  fortune  and  my  life,  w^e  have  got  to  go 
through  with  itj  and  as  long  as  it  is  a  practical  thing  to  ao  I  have 
got  no  kick  coming  if  they  take  everything  I  have  got.  Nobody  will 
be  heard  down  here  because  he  loses  his  fortune  as  an  individual  if 
it  is  for  the  general  good  that  some  action  be  taken  along  that  line. 
These  men  w^antcd  an  expansion  of  credit  in  the  reserve  banks  of 
the  country.  They  wanted  our  assistance.  An  oil  man  is  looked 
upon  with  suspicion.  He  is  like  a  speculator,  and  his  credit  is  not 
very  good  on  the  asset  itself.  Your  little  local  banks  in  Oklahoma 
are  doing  the  b?st  they  are  in  any  part  of  the  country,  but  they  have 
run  out  of  money. 

Now,  we  have  got  to  go  into  the  reserve  banks  and  get  money  to 
pay  the  taxes.  That  is  having  a  slowing-up  effect  right  now.  Then, 
m  addition  to  that,  there  is  an  anxiety  as  to  what  we  are  going  to  do, 
and  they  are  afraid  of  that.  Now,  part  of  my  business  will  be  to  go 
out  to  reassure  them  that  we  are  not  going  to  be  radical;  that  we 
know  the  game;  we  know  what  it  costs;  we  Know  how  they  ought  to 
go  at  it.  None  of  them  are  going  to  put  anything  over  on  us,  be- 
cause we  happen  to  know  something  about  the  oil  resource  itself. 
The  millions  of  dollars  that  are  tied  up  in  the  hands  of  the  receiver 
out  there  is  important  to  the  industry,  even  if  you  take  the  whole 
business  away  from  us  and  give  us  part  of  that.  It  is  important  that 
you  give  it  to  us  just  as  quick  as  you  can.  And  I  want  you  gentle- 
men to  consider  that  phase  of  it.  You  owe  it  to  the  country  and  the 
industry,  as  far  as  the  Pacific  coast  is  concerned,  when  you  open 
those  vast  public  lands  out  there,  to  settle  this  question  as  sooji  as  it 
can  be  settled.  We  have  been  at  war  10  months  now,  and  there  is 
hardly  anybody  who  estimates  that  we  will  not  be  10  months  more  at 
least  in  war,  and  the  quicker  this  question  is  settled  the  better  work 
I  am  going  to  be  able  to  do,  and  everybody  that  has  to  do  with  that 
part  of  the  business.  You  gentlemen  know  without  my  telling  you 
the  importance  of  petroleum  in  this  war.  There  is  not  a  fighting 
machine — and  this  is  a  war  of  machinery — that  is  not  vitally  de- 
pendent upon  petroleum  and  its  products. 

Mr.  Taylor.  Have  you  got  any  suggestion  to  offer  to  the  com- 
mittee as  to  the  form  of  this  bill  ? 

Mr.  O'DoNNEUi.  I  feel,  Mr.  Taylor,  that  this  committee  has  been 
considering  this  question  so  long  that  they  have  probably  made  up 
their  minds  as  to  the  kind  of  legislation  that  will  be  accepted  by  the 
powers  that  be  here,  and  the  public;  and  no  matter  what  I  thought 
about  it  finally,  the  best  kind  of  a  bill,  that  we  would  do  just  the  very 
thing  that  I  don't  want  to  do,  and  I  am  not  coming  back  here  any 
more.    I  can  see  another  year's  controversy  over  it. 

Mr.  Tayix)r.  You  spoke  about  the  muckraking  press  not  being 
beneficial  toward  legislation  and  I  heartily  coincide  with  that. 
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Mr.  O'DoNNELL.  I  didn't  say  that. 

Mr.  Taylor.  Well,  substantially  that. 

Mr.  O'DoNNELL.  No;  I  don't  believe  I  used  the  words  "  muckrak- 
ing press,"  but  public  opinion,  that  I  don't  agree  with  very  fre- 
quently, is  a  big  factor  in  connection  with  problems  such  as  you  have 
before  you.  And  the  machinery  that  we  have  got  in  Washington  is 
another  big  factor.  But  I  don't  believe  that  this  committes  is 
going  to  allow  any  part  of  that  great  machine  here  to  roll  over  them 
and  have  them  do  something  that  thej  think  is  wrong.  We  have 
all  looked  at  these  questions  from  a  different  angle.  You  can  take 
what  I  have  to  say,  part  of  it,  for  the  purpose  of  haste,  but  you  will 
say,  "  He  is  exaggerating  that,  not  consciously,  perhaps,  because  it 
includes  the  job  he  has  got."    But  there  is  something  to  it. 

Mr.  Raker.  I  would  Tike  to  ask  what  you  mean  by  the  "  machine  " 
rollirg  over  us.    I  would  like  to  have  that  explained. 

Mr.  O'DoNNELL.  I  don't  want  to  be?  discourteous  at  all. 

Mr.  R.^KER.  You  can't  be  discourteous  in  telling  facts. 

Mr.  O'DoNNELL.  I  don't  know  that  they  are  facts.  I  am  telling 
jou  what  is  in  my  mind,  that  there  is  part — this  is  a  great  machine, 
isn't  it?  We  have  found  out  since  the  war  has  started  that  it  has 
many  complications  to  carry  on  the  big  task  before  us.  Now,  part 
of  that  machine  might  be  running  in  the  wrong  direction,  not  dis- 
honestly or  not  entirely  for  the  lack  of  competence. 

Mr.  Raker.  You  mean  the  machinery  for  the  purpose  of  winning 
the  war? 

Mr.  O'DoNXELL.  Yes,  sir. 

Mr.  Raker.  Oh,  well,  that  is  a  different  proposition. 

Mr.  O'DoNNELL.  I  don't  mean  our  California  machine. 

Mr.  Tatlor.  What  have  you  to  say  about  this  substitute  that  is 
offered  here  for  sections  16  and  17  in  the  Senate  bill  ? 

Mr.  O'DoNNELL.  I  am.  going  to  tell  you  frankly,  Mr.  Taylor,  that 
I  have  not  studied  these  late  oills,  and  I  haven't  got  time  to  do  it 
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now. 


Mr.  Taylor.  Then  the  substance  of  your  advice  to  us  is  to  do  some- 
thins:? 

Mr.  O'DoNNELL.  To  do  something  and  do  it  quick.  And  if  the 
ultimate  result  of  your  consultation  is  to  take  it  away  from  us  and 
leave  it  running  in  some  kind  of  shape  so  as  to  supply  oil  in  Cali- 
fornia, do  that. 

Mr.  Raker.  Does  that  mean,  taking  the  theory  as  to  the  naval 
reserve — do  they  intend  to  continue  developing,  or  is  that  for  future 
use? 

Mr.  O'DoNNELL.  T  personally,  if  I  could  have  my  way,  would 
throw  the  whole  business  open  and  allow  activity  to  proceed  in  this 
crisis  in  the  Nation.  But  I  don't  believe  that  my  ideas  will  prevail 
in  that.  And  I  don't  believe  in  fighting  a  battle,  drawing  it  out  any 
more  years  than  we  have  to. 

Mr.* Raker.  What  vou  mean,  Mr.  O'Donnell,  is  that  we  need  that 
oil,  and  oPfi^ht  to  develop  it  now  to  its  utmost  capacity  or  store  it? 

Mr.  O'DoNNELL.  I  absolutely  believe  you  need  it.  You  need  all 
th'*  oil  California  is  able  to  produce  in  the  next  two  years,  and  to  that 
extent  you  will  get  economic  efficiency  out  of  the  western  part  of  our 
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Nation.    It  is  an  important  factor.    I  don't  believe  that  will  be  done. 
1  don't  believe  CongresT?  would  pass  it. 

Mr.  Eaker.  Pass  what? 

Mr.  O'DoNNELL.  A  bill  returning  those  lands  to  the  original  loca- 
tors of  them.  1  don't  believe  Congress  will  pass  it.  I  don't  want 
you  gentlemen  on  this  committee  to  attempt  something  that  your 
judgment  tells  you  would  just  be  a  spite  and  hang  it  up  again.  We 
nave  had  two  or  three  limited  measures  of  release  passed  this  com- 
mittee and  get  hung  up  btween  the  wheels  that  roll  over  here. 

Mr.  Taylor.  You  don't  anticipate  that  we  can  pass  a  bill  here 
that  is  going  to  afford  relief  that  it  ought  to,  do  you  f 

Mr.  O 'Don NELL.  No. 

Mr.  Taylor.  There  is  no  possibility  in  the  temperament  of  the 
country  and  of  the  press  of  passing  a  bill  here  that  is  going  to  relieve 
the  Government  the  way  it  ought  to,  is  there  ? 

Mr.  O'DoNNELL.  No,  sir;  I  don't  believe  it  is  possible.  And  then 
I  do  bilieve  that  something  such  as  you  have  got  up  here  that  is 
told  to  me — I  am  sorry  you  have  limited  it  to  the  actual  well  there, 
and  don't  let  us  produce  some  more.  But  that  is  some  relief,  and  if 
we  can  get  that  we  can  at  least  get  money  to  go  somewhere  else  and 
drill  some  wells  out  there. 

The  Chairman.  Of  course,  it  doesn't  disqualify  these  people  that 
have  wells  to  become  lessees  of  other  lands. 

Mr.  O'DoNNELL.  No;  that  is  probably  true. 

The  Chairman.  That  is  true.  Wouldn't  it  be  the  duty  of  not 
only  the  oil  men  but  of  the  committee  to  set  ourselves  to  the  task  ear- 
nestly and  get  something  that  we  can  get,  and  get  it  quickly  ? 

Mr.  O'DoNNELL.  That  is  the  duty,  absolutely. 

The  Chairman.  And  isn't  a  good  word  of  warning  to  the  oil  men 
to  not  ask  so  much  that  they  will  break  their  own  wagon  down  and 
get  nothing? 

Mr.  O'DoNNELL.  They  have  been  asking  for  it  long  enough  to 
be  very  thankful,  in  my  judgment,  for  anything  you  will  do,  because 
the  doubt  is  very  great  that  there  will  be  any  legislation.  They  have 
been  told  so  many  times  it  would  be  only  a  week  until  the  Puesident 
would  sign  something,  and  they  have  met  so  many  jars  that  they 
are  not  looking  forward  to  any  great  relief  by  Congress.  And  I 
w^ant  to  avoid  at  this  time,  Mr.  Chairman,  taking  the  producei-s' 
standpoint  at  Jill.  I  want  these  gentlemen  to  understand  me  that  if 
my  peiFonal  action  in  giving  every  dollar  that  I  ever  made  inside  of  a 
naval  reserve,  that  Mr.  Daniels  is  so  worked  up  about,  and  he  will 
permit  anybody  to  operate  them  as  I  know  they  ought  to  be  operated, 
1  would  gladly  donate  it  to  him.  But  he  is  fixed  in  thosL*  views. 
Public  opinion  has  listened  to  it  so  long — I  may  be  wrong,  and  his 
action  may  be  right  in  times  of  peace,  but  I  know  that  the  oil  is  now 
necessary  to  take  care  of  our  commercial  life. 

Mr.  Taylor.  Can't  we  rely  upon  the  absolute  imperative  public 
necessity  that  will  arise  within  the  next  year  to  board  legislation  that 
will  open  them  up  ? 

Mr.  O'DoNNFXL.  Well,  that  has  been  a  problem  that  I  thought  I 
had  some  opinion  on  at  one  time.    I  have  always  been  wrong  on  it. 

Mr.  Tayix)r.  Well,  we  haven't  been  in  a  war  before  where  we  were 
up  against  a  deficiency  of  60,000,000  barrels  a  year  as  we  are  right 
now. 
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The  Chairman.  Now,  in  the  case  of  Oklahoma,  if  the  department 
thought  there  was  enough  of  oil  there  properly  produced  to  supply 
the  whole  country,  in  a  very  small  portion  of  Oklahoma,  would  you 
think  it  advisable  to  open  and  lease  and  operate  that  under  laws 
already  in  operation  ? 

Mr.  O'DoNNELL.  You  mean  in  Oklahoma? 

The  Chairman.  Yes. 

Mr.  O'DoNNELL.  Referring  to  Oklahoma  entirely? 

The  Chair3ian.  Yes;  my  question  goes  to  that  State  entirely.  If 
you  find  after  going  down  there  about  a  million  and  a  half  acres 
which  is  all  proven  territory  and  all  desired  to  be  leased  by  the  In- 
dians, and  the  quantity  part  of  it  is  all  settled,  would  you  advise 
leasing  that  now  or  not,  no  legislation  being  required  at  all? 

Mr.  O'DoNNELL.  Not  unless  I  would  advise  oi)oning  up  a  sufficient 
part  of  it  to  absorb  the  supplies  in  the  countrv  that  are  available, 
and  the  activity  that  would  occur  to  take  care  oi  the  part  of  the  con- 
sumption that  necessarily  has  to  be  taken  care  of  in  that  part  of  the 
world. 

The  Chairman.  Of  course,  they  have  pipe  lines  running  out  of  that 
State  ? 

Mr.  O'DoNNELL.  Yes;  I  understand.  There  hasn't  been,  to  date, 
you  know — if  there  is  any  congestion  or  lack  of  supply  in  the  East 
it  has  been  principally  a  transportation  matter  to  date.  We  have 
been  drawing  on  the  stocks.  My  business  was  going  to  be  on  the 
fountain  head,  to  keep  sources  of  supply  in  readiness  for  the  facilities 
cf  the  Nation  to  draw  on  as  the  time  approaches  to  need  them. 

The  Chairman.  Is  there  anything  in  the  creation  of  the  Requa 
Board  that  will  of  itself  have  the  etfect  of  diminishing  production? 

Mr.  O'DoNNELL.  No;  not  unless  the  producers  generally  get  in  an 
alarmed  frame  of  mind  that  some  other  radical  action  might  be  taken. 

The  Chairman.  It  is  not  inherently,  the  purpose  of  the  Kequa 
Board  or  yourself,  or  anyone  connected  with  this  new  oil  controller- 
ship,  to  limit  production  everywhere? 

Mr.  O'DoNNELL.  No,  sir. 

The  Chairman.  But  on  the  contrary  to  stimulate  it? 

Mr.  O'DoNNELL.  We  want  to  stimulate  it.  We  have  got  to  stimu- 
late it. 

Mr.  Lenroot.  Could  the  surplus  in  Oklahoma  be  usod  to  supply  the 
deficiency  on  the  Pacific  coast  ? 

Mr.  O'DoNNELL.  Not  at  all,  on  account  of  transportation. 

The  Chairman.  But  it  would  supply  the  entire  eastern  country  by 
the  pipe  lines  running  to  the  Gulf  on  the  south,  New  Jersey  on  the 
east,  Whiting,  Ind.,  and  intermediate  stations? 

Mr.  O'DoNNELL.  Yes,  sir;  if  the  supply  was  available.  And  there 
is  this  to  be  said,  Mr.  Chairman,  the  capacity,  the  transportation 
capacity — which  I  think  is  quite  ample  out  there — is  the  limitation, 
even  after  you  have  a  supply,  you  know. 

The  Chairman.  You  mean  pipe-line  capacity? 

Mr.  O'DoNNELL.  Yes;  and  the  ships.  Transportation  has  been  de- 
pendent a  great  deal  upon  ships  on  the  Atlantic  coast  here.  You  go 
to  the  Gulf  and  the  ships  go  around  and  come  up  the  coast  here. 
That  is  the  means  of  transportation  for  large  quantities  of  oil  from 
Texas. 
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The  CirAiRMAN.  That  would  be  true  only  in  so  far  as  it  affected  the 
fuel  oil,  wouldn't  it? 

Mr.  O'DoNNELL.  No;  those  boats,  I  believe,  are  used  in  transport- 
ing gasoline  and  all  of  the  products  of  petroleum — lubricants,  and 
all  kinds  of  products.  They  have  withdrawn  40  per  cent  of  our  ships 
out  of  the  trade  and  taken  them  into  the  allied  service  and  our  own 
across  the  water,  which  has  been  a  terrible  thing  so  far  as  we  can  see 
now. 

Mr.  Lenroot.  Is  the  Oklahoma  oil  suitable  for  fuel  purposes  ? 

Mr.  O'DoNNELL.  The  residuum  of  all  oils  is  suitable  for  that. 

The  Chairman.  Of  course  ours  is  a  high-grade  oil,  a  gasoline  oil. 

Mr.  O'DoNNELL.  Yes;  but  there  is  some  residuum  from  all  refin- 
ing processes. 

Mr.  SiNNOTT.  What  is  the  40  per  cent  that  has  been  withdrawn? 

Mr.  O'DoNNELL.  Tankers  use  it  in  the  coast  trade  along  the  coast 
of  the  United  States  and  Mexico  up  here.  The  Mexican  production 
is  an  important  factor. 

Mr.  SiNNOTT.  You  mean  withdrawn  on  the  Pacific  coast? 

Mr.  O'DoNNELL.  From  the  Pacific  coast  and  from  the  Atlantic 
coast. 

Mr.  SiNNOTT.  "What  percentage  was  withdrawn  on  the  Pacific 
coast? 

Mr.  O'DoNNELL.  I  think  Mr.  Henderson — that  is,  in  his  work — 
can  give  you  that  more  accurately  than  I  could.  I  would  just  guess 
about  24  per  cent  or  25 — somewhere  along  there. 

Mr.  SiNNOTT.  That  is  of  tank  ships? 

Mr.  O'DoNNELL.  Yes,  sir.  Now,  I  think  that  is  all  I  have  to  say, 
Mr.  Chairman. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  O'Donnell. 
Without  objection  the  committee  will  stand  in  recess  until  to-morrow 
morning  at  10  o'clock. 

(Whereupon,  at  5.15  o'clock  p.  m.,  the  committee  recessed  until  10 
o'clock  a.  m.,  Wednesday,  February  6,  1918.) 


Committer  on  the  Public  Lands, 

House  of  Repkesentatives, 
Werfnesrlai/,  Fehrxim^  6^  1918. 

The  committee  met  at  10.15  a.  m.,  Hon.  Scott  Ferris  (chairman) 
presiding. 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Rice,  will 
you  present  your  views  on  this  bill,  H.  R.  3232? 

STATEMENT  OF  B.  F.  BICE,  OF  TTILSA,  OKIA. 

Mr.  Rice.  I  represent  in  this  matter  the  Roxana  Petroleum  Co., 
of  Oklahoma.  The  Roxana  Petroleum  Co.,  of  Oklahoma,  was  in- 
corporated under  the  laws  of  Oklahoma  in  1912.  It  is  a  corporation 
engaged  in  the  producing,  refining,  and  transportation  of  oil.  It  has 
at  present  a  refinery  at  Cushing,  Okla. ;  production  in  the  southern 
part  of  the  State,  production  m  the  Cushing  field,  and  in  various 
other  parts  of  the  oil  fields.    It  has  leaseholds  in  Texas  and  Kansas, 
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and  is  building  a  pipe  line  from  Oklahoma  to  Alton,  111.,  just  out- 
side of  St.  "Louis,  and  a  refinery  at  Alton. 
The  Roxana  lias  an  investment  in  the  midcontinent  field,  counting 
its  production,  refineries,  and  tank  cars,  etc.,  of  twenty  or  twenty-five 
million  dollars.  It  is  authorized  to  do  business  in  Oklahoma,  Texas, 
Kansas,  Illinois,  and  Wyoming. 

I  represent  various  other  corporations,  which  I  may  call  inde- 
pendent corporations,  which  are  not  interested  in  this  matter.    That 
is  to  say,  I  do  not  represent  their  interests  here.    I  am  manager  of  the 
crude  purchasing  and  producing  department  of  the  Pierce  Oil  Cor- 
poration, which  has  a  refinery  at  Tulsa  and  two  refineries  in  Texas, 
and  interests  also  in  Mexico.    I  represent  the  Phoenix  Refining  Co., 
which  has  a  refinery  in  Tulsa,  and  numerous  other  smaller  refining 
and  producing  companies. 

I  am  under  no  exclusive  retainer  from  any  one  company,  but  as  I 
'-ay  I  am  here  on  bshalf  of  the  Roxana  Petroleum  Co.,  of  Oklahoma. 
Became  interested  in  this  oil  land  leasing  bill  a  day  or  two  before 
Christmas.  The  Roxana  has  been  very  much  interested  because  of  its 
interest  in  Wyoming.  They  have  done  a  good  deal  of  exploration 
there,  and  given  a  good  deal  of  thought  to  the  conditions  under  which 
{>ublic  lands  contamiug  oil  can  be  developed.  They  found  that  the 
temfis  of  the  Senate  bill  seemed  very  unsatisfactory^  and  were  to 
an  extent  confused  with  the  terms  of  the  House  bill.  However,  on 
Investigation  found  that  the  terms  of  the  House  bill  were,  to  my 
mind,  much  fairer  than  the  terms  of  the  Senate  bill.  We  were  not 
particularly  interested  in  the  relief  features  of  the  Senate  bill  or  the 
Houhe  bill,  except  so  far  as  they  tended  to  give  too  much  strength  to 
existing  interests  and  prohibit  the  new  man  from  obtaining  any  such 
benefits.  For  example,  it  was  our  understanding  of  the  Senate  bill 
that  it  gave  to  the  existing  interests  in  Wyommg  from  10,000  to 
20,000  acres  of  land,  and  limited  the  new  man  that  came  in  to  640 
acres  or  160  acres,  depending  upon  the  location  of  the  claim. 

Now,  we  figured  that  if  the  relief  features  of  the  bill,  so  far  as 

Wyoming  is  concerned,  were  unlimited  that  it  was  not  fair  to  the  new 

man  that  wanted  to  come  in  there  to  limit  him  to  a  very  small  area. 

and  on  that  theory  we  attacked  the  bill  on  the  ground  that  the  reliei 

features  were  not  proper.     There  was  some  question  raised  as  to 

whether  there  was  a  limitation  on  the  relief  features  in  the  Senate 

bilL     The  general  understanding  was  that  the  Senate  bill  limited 

the  relief  features  to  any  one  company  to  2,560  acres.     However. 

investigation  of  the  bill  will  show  that  there  is  no  limit  on  the  relief 

features  in  the  Senate  bill.    In  other  words,  if  a  man  had  a  claim 

for  10,000  acres  he  got  that.    He  was  not  limited  by  any  of  the  other 

sections  of  the  bill,  and  the  bill  as  amended  January  7  makes  that 

point  even  clearer. 

The  House  bill,  on  the  other  Iftind,  limited  the  relief  of  claimants 
to  640  acres,  the  same  amount  as  any  other  man  would  get,  and  to 
that  extent  was  wholly  agreeable.  Whether  the  House  bill  as  now 
worded  is  applicable  to  the  relief  features  or  not  I  do  not  say.  I 
understand  it  does  not  apply,  for  the  reason  that  the  development  is 
JK^attered,  and  640  acres  to  any  one  man  would  not  cover  the  claims. 
I  filed  a  brief  relative  to  Senate  bill  No.  2812,  and  I  would  like 
(0  make  certain  parts  of  that  brief  part  of  the  record.    Section  16  of 
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the  Senate  bill  No.  2812  provides  that  upon  withdrawal  of  applica- 
tion for  patent,  etc.,  the  claimant  or  his  successors  shall  be  entitled  to 
a  lease  for  each  asserted  mineral  location  of  160  acres  or  less  or  sub- 
division thereof,  upon  which  claim  is  based,  and  upon  which  said 
claimant  or  his  predecessors  in  interest,  or  those  claiming  through  or 
under  him,  have  prior  to  the  date  of  this  act  drilled  one  or  more 
producing  oil  or  gas  wells.  This  section  gives  to  the  claimant  who 
has  entered  upon  the  public  domain  and  whose  rights  are  doubtful, 
valid  title  to  every  asserted  claim  which  is  on  the  date  of  the  passage 
of  the  bill  producing  oil  or  gas.  There  is  no  limit  in  this  section  to 
the  number  of  acres  which  any  individual  may  have  validated  to  him. 

The  Senate  bill  was  amended  January  7,  and  if  there  was  any  doubt 
on  that  point  it  was  made  clear  by  the  amendment. 

Section  22  of  Senate  bill  2812,  as  of  January  7, 1918,  provides  that 
no  person,  association,  or  corporation,  except  as  provided  in  sections 
16  and  17  of  this  act,  shall  be  permitted  to  take  or  hold  any  interest 
as  stockholder,  or  otherwise,  m  leases  of  any  one  of  the  deposits 
therein  named  and  described,  during  the  life  of  such  leases  covering 
in  the  aggregate  an  area  greater  than  2,560  acres. 

My  point  is  that  Senate  bill  2812  as  it  now  stands,  places  abso- 
lutely no  limit  on  the  amount  of  relief  given  to  any  one  claimant 
but,  on  the  other  lands,  places  very  severe  restrictions  on  the  new 
man  desiring  to  develop  lands  under  the  bill.  The  restrictions  of 
section  22  are  not  applicable  to  persons  whose  titles  are  validated 
under  sections  16  and  17.  Section  22  is  the  section  that  says :  "  No 
person  or  corporation  shall  be  permitted  to  take  and  hold  any  in- 
terest," and  so  forth.  It  applies  to  those  who  are  not  in  conflict  with 
the  Government  but  does  not  restrict  those  who  are. 

Referring  further  to  Senate  bill  2812,  section  34  of  that  bill  pro- 
vide that  no  person,  association,  or  corporation  holding  a  lease 
under  the  provisions  of  this  act  shall,  except  as  herein  provided,  hold 
any  interest,  direct  or  indirect,  in  any  agency,  corporate  or  otlier- 
wise,  engaged  in  the  resale  of  coal,  phosphate,  oil,  gas,  potassium  or 
sodium,  purchased  from  such  lessee,  or  enter  into  any  arrangement, 
agreement  or  other  device  to  enhance  the  price  of  such  minerals 
or  products,  and  any  violation  of  the  provision  of  this  section  sluill 
be  ground  tor  the  forfeiture  of  the  lease  or  interest  held. 

Our  point  is  that  the  section  as  it  then  stood  prohibited  any- 
body who  had  an  interest  in  the  Government  lands  from  engag- 
ing in  the  refining  of  oil,  and  our  contention  is  that  a  man  who  goes 
into  the  producing  of  oil  must  have  an  opportunity  to  refine  that  oil, 
to  transport  the  oil  and  to  sell  it.  Ordinarily  he  will  not  have 
enough  oil  from  his  own  production  to  run  his  refinery  and  carry 
on  a  general  distributing  business.  He  must  buy  crude  oil  for 
his  rehnery,  and  must  then  resell  the  refined  oil.  Now  under  that 
section  as  it  stood,  if  he  was  engaged  in  the  refining  business  and 
should  buy  crude  oil  in  order  to  have  enough  oil  to  carry  on  his 
refining  business,  he  would  be  guilty  of  an  offense  under  that  act. 
The  Senate  amended  that  section  January  7j  1918,  by  adding  this 
clause:  ^^ Provided  That  nothing  herein  eontamed  shall  be  construed 
to  prevent  any  number  of  patentees  or  lessees  under  the  provisions 
of  this  act  from  combining  their  several  interests,  so  far  as  may  be 
necessary,  for  the  purpose  of  establishing  and  conducting,  as  a  com- 
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mon  carrier,  a  pipe  line  or  lines,  to  be  operated  and  used  by  them 
jointly  in  the  transportation  of  oil  from  tneir  central  wells,  or  from 
tlie  wells  of  other  lessees,  or  patentees,  under  this  act ;  or  from  con- 
ducting and  carrying  on  the  business  of  a  refinery." 

I  think  that  that  section  probably  does  away  with  the  provision 
that  no  person,  association,  or  corporation  holding  a  lease  may  hold 
any  interest,  direct  or  indirect,  in  any  agency  engaged  in  the  resale 
of  oil  and  gas,  and  so  forth.  I  don't  think  that  section  34,  or  the 
section  as  it  appears  in  the  House  bill,  is  applicable  to  the  oil  and 
gas  business.  For  example,  any  gas  company  furnishing  gas  to  a 
municipality,  must  under  ordinary  circumstances  buy  gas  and  resell 
it.  That  is  the  ordinary  way  the  gas  business  is  carried  on  by  the 
ordinary  gas  companj^,  and  under  this  act  you  prohibit  any  gas  com- 

f)any  from  engaging  in  the  resale  of  gas,  if  it  has  any  Government 
ands.     I  don't  believe  that  is  the  intent,  but  it  might  be  construed 
that  way.    And,  as  I  say,  an  oil  company  must,  if  it  is  going  to  do 
any  real  business,  refine  its  oil,  and  it  can  not  in  all  human  prob- 
ability produce  enough  oil  to  satisfy  the  needs  of  a  refinery.     An 
ordinary  refinery  will  refine  from  5,000  to  20,000  barrels  of  oil  a  day. 
Now,  it  is  only  in  the  very  exceptional  case  that  a  company  pro- 
duces all  of  the  oil  that  it  needs  in  such  a  refinery.    The  great,  big 
companies  might  get  that  much  oil  but  the  ordinary  individual  will 
not  get  that  much  oil,  therefore  he  must  buy  crude  oil  and  resell  it. 
l*ersonally,  I  think  that  the  words  "  oil  and  gas  "  should  be  stricken 
from  section  34  and  that  there  should  be  inserted  in  the  bill  pro- 
visions which  will  prohibit  any  combination  of  refiners,  for  that  is 
where  the  combination  comes  in,  and  that  is  Tvhere  the  price  of  the 
refined  product  is  raised  to  the  consumer.    It  is  not  by  the  producer. 
All  he  can  do  is  to  produce  oil  and  turn  it  over  to  a  big  company  to 
refine  it  and  sell  it.    There  is  not  much  danger  that  combinations 
amon^  the  producers  will  hurt  anybody.    The  danger  is  from  com- 
binations among  the  refiners ;  and  therefore  I  think  the  clause,  so  far 
as  it  restricts  the  producer  from  engaging  in  the  resale  of  oil,  should 
be  stricken  out. 

The  Senate  bill  was  amended  January  7  in  another  particular, 
to  which  I  call  your  attention,  as  it  may  he  of  interest.  The  bill  in 
the  House  and  the  former  bill  in  the  Senate  provided  for  an  arbi- 
trary distance  from  a  producing  well  as  the  determining  factor 
whether  you  could  get  640  acres  or  2,560  acres. 

For  example,  the  House  bill  says  that  more  than  10  miles  from  a 
producing  well  you  may  get  2,560  acres,  and  within  that  radius  you 
may  only  get  640.  Well,  an  arbitrary  distance  in  the  oil  business  is 
not  very  satisfactory.  It  is  in  fact  entirely  unsatisfactory,  because 
the  arbitrary  distance  has  nothing  to  do  with  the  value  oi  the  land 
for  the  production  of  oil.  The  Senate  bill  was  amended  to  say  that 
the  area  which  you  could  take  should  be  governed  by  the  geological 
formation  as  decided  upon  by  the  Secretary  of  the  Interior.  In 
other  words,  if  12  miles  or  so  from  production  there  was  an  anticline 
which  looked  to  the  Secretary  of  the  Interior  and  his  geologists  to  be 
of  potential  value  for  oil,  he  would  only  let  you  have  640  acres,  re- 
^rdless  of  the  fact  that  it  was  12  miles  or  so  from  production.  On 
the  other  hand,  if  there  was  some  land  a  shorter  distance  out  which 
did  not  look  so  good  to  him,  he  might  let  you  have  2,560,  depending 
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upon  the  geological  formation  as  decided  upon  by  the  Secretary  of 
the  Interior.  The  men  who  are  technical  experts  in  the  business  con- 
t<md  that  that  it  is  a  better  way  than  using  the  arbitrary  distance  of  10 
miles.  I  will  leave  that  to  vour  consideration.  It  appears  one  way 
in  the  Senate  bill  and  the  other  way  in  your  bill. 

Now,  I  take  it  that  the  object  of  the  Senate  bill  and  the  Ferris  bill 
are,  first,  to  give  relief  under  certain  conditions  to  individuals  who 
have  heretofore  entered  upon  the  public  domain  without  authority 
of  law,  in  defiance  of  law,  or  whose  rights  are  doubtful,  and,  second, 
the  leasing  of  the  public  domain  upon  providing  terms  under  which 
it  may  be  explored  and  developed. 

We  are  not  interested  in  the  relief  features  o£  the  bill.  We  are  not 
interested  at  all  in  California;  and  I  do  not  mean  to  say  that  the 
company  has  no  interest  there.  The  Dutch  Shell  interests  in  Cali- 
fornia are  quite  large,  but,  so  far  as  the  relief  features  of  the  bill  are 
concerned,  they  are  not  interested. 

We  are  interested  in  Wyoming  only  so  far  as  to  object  to  the  relief 
features  if  they  encourage  existing  monopoly,  prevent  competition, 
increase  the  cost  of  production,  and  discourage  the  exploration  of  the 
public  domain.  And,  of  course,  we  are  interested  in  those  provisions 
which  prohibit  the  installation  of  a  refinery  or  pipe  line,  because  we 
think  refining  and  transportation  are  necessary  to  the  proper  pro- 
duction of  oiland  to  the  exploration  of  an  oil  field. 

The  question  to  which  we  wish  to  direct  your  attention  particu- 
larly is  the  amount  of  acreage  which  you  will  allow  any  one  indi- 
vidual in  wildcat  territory  for  exploration  of  the  public  domain.  I 
have  been  in  Oklahoma,  in  the  oil  fields,  since  1901,  and  in  Oklahoma 
we  have  what  is  known  as  the  4,800-acre  restriction.  In  1904, 1  think 
it  was,  Secretary  Hitchcock,  who  was  then  Secretary  of  the  Interior, 
prescribed  a  regulation  which  prohibited  any  company,  individual, 
association,  etc.,  from  holding  in  the  Five  Civilized  Tribes  more  than 
4,800  acres ;  and  you  could  not  have  any  stock  interest  in  excess  of 
that  acreage,  any  more  than  you  can  under  this  bill,  although  the 
penalty  was  not  so  heavy ;  but  the  restriction  held  everybody  down  to 
that  limit,  and  gave  a  very  good  chance  to  the  small  fellow  to  get  in 
and  do  business.  It  gave  a  chance  to  the  larger  fellow  to  increase  and 
grow,  and  it  really  worked  out  very  well.  I  think  everybody  agrees 
that  the  4,800-acre  restriction  was  a  benefit  to  the  individuals  and  to 
the  smaller  companies.    It  did  permit  them  to  get  in  and  do  business. 

Now,  that  4,800-acre  restriction  was  a  restriction  in  the  Five  Civi- 
lized Tribes  and  not  in  the  entire  State  of  Oklahoma.  There  was 
another  4,800-acre  restriction  in  what  is  known  as  the  Osage  Nation; 
and  another  in  the  Otoe  Nation,  and  so  on.  Thus  we  were  not  lim- 
ited, as  in  this  bill,  to  a  certain  number  of  acres  in  the  whole  United 
States,  but  were  only  limited  to  a  certain  number  of  acres  in  each  of 
a  nuniber  of  given  acres.  We  desire  to  get  a  similar  provision  into 
this  bill — that  is,  permission  to  have  enough  land  to  justify  a  man  in 
going  ahead  with  the  oil  business.  In  other  words,  if  you  give  us 
G40  acres  in  the  whole  United  States  and  we  develop  that  640  acres 
and  get  oil,  we  are  through.  And  any  other  oil  man  who  does  that 
is  through.  You  have  restricted  the  number  of  people  who  will 
hazard  their  energy,  skill,  and  money  in  the  development  of  the  pub- 
lic domain;  and  what  we  are  askmg  for  is  that  you  give  us  a  certain 
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area— give  the  newcomer  in  the  oil  business  a  certain  number  of  acres 
in  each  State. 

^\liether  you  make  that  2,5G0  acres  in  each  State,  or  4,800  acres, 
is  up  to  you,  of  course — the  whole  matter  is,  of  course — but  those  are 
the  questions  which  we  wish  you  to  consider.    I  don't  believe  that  it 
is  good  for  the  oil  industry  in  the  United  States  to  limit  the  pro- 
ducer to  a  small  number  of  acres  in  the  whole  United  States.    The 
I   oilbusiness  is  a  business.    In  a  way  it  is  a  gamble,  I  know,  but  still 
the  production  of  oil  has  been  going  on  in  the  United  States  since 
I    1859,  and  some  of  the  original  companies  are  now  doing  business. 
/    Oil  companies  can  borrow  money  on  their  production,  issue  bonds, 
and  sell  bonds.    They  have  a  great  number  of  stockholders,  and  out- 
ride of  the  blue  sky  companies  the  oil  business  is  a  business.    But  it 
must  follow  the  oil  iSelds.    The  producer,  refiner,  and  pipe-line  man 
has  got  to  go  where  the  oil  is.    And  if  you  limit  the  present  men 
engaged  in  the  business  to  640  acres  of  the  whole  public  domain,  you 
cut  down  not  only  his  business,  but  the  chance  of  exploration  of  the 
public  domain.    And  so  far  as  conferring  upon  any  one  individual 
too  much  benefit,  your  provisions  relative  to  royalty  can  be  drawn  to 
protect  the  Government. 

I  don't  blame  these  fellows  who  already  have  land  for  objecting 
to  any  increase  in  royalty  over  one-eighth,  but  with  the  new  lands 
which  are  to  be  opened,  if  you  want  to  make  them  subject  to  royalty 
dependent  upon  production,  we  have  no  particular  objection.  They 
have  had  that  up  in  the  Osage  Nation  in  various  ways  and  various 
eases  on  a  graduated  scale  of  royalty.  There  is  no  particular  ob- 
jection to  it.  The  oil  men  would  rather  pay  a  one-eighth  ro3^alty 
and  have  it  over  with. 

Now,  I  don't  believe  that  a  patent  for  640  acres  is  as  desirable  as 
a  lease  on  2,560  acres.    If  you  drill  a  well  on  a  2,560-acre  tract  to 
what  your  geologist  tell  you  is  the  oil  sand  and  you  don't  get  oil, 
the  well  may,  nevertheless,  give  you  some  information  of  value  on 
which  to  base  further  exploratory  work,  and  eventually  you  may 
find  oil  which  will  repay  you  for  your  investment.     If,  however, 
you  are  limited  to  640  acres,  and  you  drill  a  shallow  well  and  get 
nothing,  you  have  nothing  to  fall  back  on,  and  the  information  you. 
have  gained  will  permit  others  to  go  ahead  and  develop  around  you. 
If  you  will  give  us  enough  land  so  that  we  can  go  out  and  develop 
unknown  territory,  and  if  we  find  oil  have  enough  area  to  justify 
the  installation  of  a  pipe  line  and  the  installation  of  a  refinery,  you 
will  develop  the  oil  fields  of  the  public  domain.    If  you  don't  do  that, 
it  will  be  years  before  the  public  lands  will  be  developed.    With  the 
knowledge  people  have  of  the  oil  business  at  this  time,  I  don't  be- 
lieve anybody  will  say  that  he  will  go  into  unknown  country  for  040 
acres  of  land.    I  doubt  if  anybody  will  testify  that  he  will  do  that, 
and  we  are  therefore  asking  that  there  be  given  enouijh  acreage  to 
justify  an   ordinary  oil  man   to  go   into   unproven   territory   and 
develop  the  country. 

I  have  here  some  suggestions  on  the  Ferris  bill,  in  which  I  have 
set  out  a  table  showinc:  refineries  in  the  United  States,  refineries 
projected  in  the  United  States,  Standard  Oil  refineries  in  the  coun- 
try, a  list  of  refineries  in  the  various  States,  the  refineries  owning 
pipe  lines,  and  the  refineries  owning  tank  cars.     All  that  informa- 
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tion  is  more  or  less  of  value,  and  is  in  point  to  this  extent,  that  it 
shows  that  if  you  let  the  oilman  do  business  he  will  grow  enough  to 
restrain  any  existing  monopoly.  That  may  seem  strange  to  you,  be- 
cause the  price  of  gasoline  remains  fixed  to  an  extent.  It  seems  to 
be  about  the  same  everywhere,  but  the  price  of  gasoline  is  not  high 
in  comparison  with  all  other  necessities.  I  think  gasoline  may  now 
be  considered  a  necessity.  If  the  price  is  unreasonable,  with  all  this 
price  fixing  going  on  they  would  have  done  something  about  the 
price  of  gasoline.  But,  as  a  matter  of  fact,  the  price  of  gasoline 
never  got  out  of  sight,  and  it  was  held  down  by  the  fact  that  enough 
people  were  engaged  in  refining  and  distributing  oil  to  prevent 
monopoly.  This  table  shows  that  a  great  number  of  people  are  en- 
gaged in  the  refining  and  producing  and  distributing  of  oil,  which 
prevents  monopoly,  and  if  you  allow  these  people  to  grow  and  allow 
them  to  do  business  they  will  take  care  of  the  question  of  monopoly; 
while  if  you  cut  them  down  and  do  not  allow  them  to  put  in  their 
refineries;  do  not  allow  them  to  put  in  pipe  lines,  the  larger  existing 
interests  will  necessarily  control  the  situation. 

I  would  Hke  to  ask  the  chairman  if  I  can  make  this  a  part  of  the 
record.    This  contains  a  list  of  the  refineries. 

The  Chairman.  Without  objection  that  may  be  done. 

(The  papers  referred  to  follow:) 

Suggestions  in  the  Matteb  of  the  Ferris  Bill  (H.  R.  3232). 

[Prepared  by  Rice  &  Lyons,  Lawyers,  Tulsa,   Okla.,   Benjamin  F.   Rice,   New   WiUard 

Hotel,  Washington,  D.  C] 

THE  FERRIS  BILL  NOW  PENDING  BEFORE  THE  HOUSE  COMMITTEE  ON   PUBLIC  LANDS. 

The  Ferris  bill,  providing  for  the  development  of  oil  and  gas  and  other  natu- 
ral resources  contained  in  the  public  lands  of  tlie  United  States,  is  of  great  ixp- 
portance  to  all  of  the  people  of  the  United  States. 

It  is  of  imi)ortance  not  only  to  the  producers  of  oil,  refiners,  and  sellers  of  oil, 
but  to  the  great  numbers  of  consumers  of  the  refined  products  of  crude  petro- 
leum. 

There  is  estimated  to  be  several  millions  of  acres  of  public  lands  with  a 
potential  value  for  crude  petroleum.  Tliere  are  in  the  United  States  an  enor- 
mous number  of  automobiles,  used  for  pleasure,  commerce,  and  other  purposes, 
all  utilizing  the  refined  products  of  crude  petroleum. 

The  bill  providing  for  the  development  of  lands  containing  a  natural  resource 
so  valuable  to  so  many  people  must  receive  the  greatest  care,  so  that  the  best 
interests  of  the  people  of  the  United  States  may  be  protected. 

It  is  our  contention  that  Congress  has  not  evidenced  a  satisfactory  knowledge 
of  the  oil  Industry. 

The  hearings  heretofore  had  been  directed  toward  "  relief*  measures  for  Cali- 
fornia and  have  not  thrown  light  on  the  oil  industry. 

There  is  invested  in  the  refining  of  crude  oil  in  the  United  States  over  six 
hundred  millions  of  dollars  and  as  much  more  in  the  production  of  crude  oil. 

The  Ferris  bill  proposes  to  open  the  public  lands  so  that  crude  oil  and  other 
resources  may  be  produced  In  a  reasonable  manner  for  the  benefit  of  all. 

Surely  great  care  should  be  given  to  the  general  provisions  of  the  bill. 

A  great  many  bills  are  said  to  be  war  measures,  and  a  bill  providing  for  the 
leasing  of  the  public  land  is  of  course  of  great  interest  at  this  particular  time 
In  view  of  the  need  for  the  refined  products  of  crude  iietroleum. 

Even  if  the  supply  of  crude  oil  and  the  refined  products  thereof  should  meet 
the  exigencies  of  war  times,  it  is  not  probable  that  the  use  of  the  refined 
products  of  crude  oil  will  lessen  after  the  war,  but  more  likely  that  it  will 
Increase. 

As  with  the  Walsh  bill  In  the  Senate,  as  amended  January  7,  1918,  there  are 
to  the  Ferris  bill  two  purposes: 
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1.  To  give  relief  under  certain  conditions  to  individuals  who  have  heretofore 
entered  on  tlie  public  domain  without  authority  of  law,  in  defiance  of  law,  or 
whoso  rights  are  doubtful. 

2.  The  leasing  of  the  public  domain  and  providing  terms  upon  which  the 
same  may  be  explored  and  developed. 

BELIEF  PROVISIONS. 

The  relief  provisions  are  Important  to  us  only  in  so  far  as  they  tend  to  estab- 
lish monopoly  by  validating  doubtful  titles  to  large  acreage  and  thus  giving 
to  established  interests  great  benefit,  while  other  provisions  of  the  bill  limit 
persons  desiring  to  operate  under  the  provisions  of  the  bill  to  such  small  acre- 
age as  to — 

(a)  Encourage  existing  monopoly ; 

(6)  Prevent  competition; 

(c)  Increase  the  cost  of  production,  and  thus  the  cost  of  the  refined  product 
to   the  consumer; 

(d)  Discourage  the  exploration  of  the  public  domain; 

(c)  Prohibit  the  drilling  of  the  public  domain  because  of  the  small  reward  in 
the  event  of  success,  resulting  in  the  prohibition,  from  a  practical  commercial 
standpoint,  of  obtaining  funds  to  finance  an  exploration  of  the  public  domain. 
And,   further, 

(/)  Provisions  such  as  the  prohibition  against  the  installation  of  refineries 
and  pipe  lines  by  persons  holding  leaseholds  on  the  public  domain  are  improper. 

THE  OWEN    AMENDMENT. 

The  Owen  amendment,  which  is  as  follows — 

"  Sec.  16.  That  any  claimant  who,  either  in  person  or  through  his  predecessor 

In  interest,  entered  upon  any  of  the  lands  embraced  within  the  Executive  order 

of  withdrawal  dated  September  twenty-seventh,  nineteen  hundred  and  nine, 

prior  to  July  third,  nineteen  hundred  and  ten.  honestly  and  in  good  faith  for  the 

purpose  of  prospecting  for  oil  or  gas,  and  thereupon  commenced  discovery  work 

thereon,  and  thereafter  prosecuted  such  work  to  a  discovery  of  oil  or  gas.  shall  be 

entitled  to  lease  from  the  United  States  any  producing  oil  or  gas  well  resulting 

from  sucli  work,  at  a  royalty  of  not  less  than  one-eighth  of  all  the  oil  and  gas 

produced  therefrom,  together  with  an  area  of  land  sufllcient  for  the  operations 

thereof  but  without  the  right  to  drill  any  other  or  additional  wells :  Provided,  That 

Fuch  claimant  shall  first  pay  to  the  United  States  an  amount  equal  to  not  less 

than  the  value  of  one-eighth  of  all  the  oil  and  gas  already  produced  from  such 

well :  And  provided  further.  That  this  ace  shall  not  apply  to  any  well  involved  in 

any  suit  brought  by  the  United  States,  or  in  any  application  for  patent,  unless 

within  ninety  days  after  the  approval  of  this  act  the  claimant  shall  relinquish  to 

the  United  States  all  rights  claimed  by  him  in  such  suit  or  application:  And 

provided  further.  That  all  such  leases  shall  be  made  and  the  amount  to  be  paid 

for  oil  and  gas  already  produced  shall  be  fixed  by  the  Secretary  of  the  Interior 

under  appropriate  rules  and  regulations" — 

covers  the  situation  so  far  as  the  general  relief  to  be  accorded  is  concerned,  and 
with  proper  administration  as  to  the  sale  of  leaseholds  on  the  lands  upon  which 
wells  described  in  the  amendment  have  been  drilled  we  have  no  doubt  will  give 
Justice  to  those  persons  who  have  lawfully  entered  on  the  public  domain. 

SENATE  AMENDMENTS. 

The  Senate  amendments  to  the  Walsh  bill,  adopted  January  7,  1918.  to  a  large 
extent  correct  the  provisions  prohibiting  the  installation  of  pipe  lines  and  re- 
fineries as  theretofore  set  forth  in  the  Walsh  bill,  and  as  now  set  forth  in  the 

Ferris  bill. 

We  will  therefore  at  this  time  make  no  further  remarks  relative  to  the  so- 
called  "relief  provisions,"  and  will  assume  that  the  Hou.se  committee  in  charge 
of  the  Ferris  bill  understands  our  objections  made  to  the  Wal.sh  bill,  and  that 
the  present  **  relief  provisions "  of  the  Ferris  bill  do  not  meet  the  practical 
physical  conditions. 
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"  RS-LEA8INO   OF   THE   PUBLIC    DOMAIN  " — THE    QUESTION    OF    HOW    HUGH    ACBEAGE 
OF  THE  PUBLIC  DOMAIN  SHOULD  BE  GIVEN  ANT  ONE  INDIVIDUAL  OB  OOBPORATION. 

We  may  assume  that  the  objects  of  the  leasing  o£  the  public  domain  are — 

(c)  To  benefit  the  public  generally. 

(b)  To  produce  crude  petroleum  at  a  proper  cost  and  without  waste  and, 
incident  to  the  foregoing,  to  cause  the  public  lauds  to  be  explored  and  develope<1 
for  the  benefit  of  the  consumers  of  the  refined  product  of  crude  oil  and  the  public 
generally. 

Now,  the  benefits  to  be  received  by  the  people  of  the  United  States  from  the 
leasing  of  the  public  lands  for  the  development  of  oil  are  not  difticult  of  de- 
6crii)tion.  The  law  of  supply  and  demand  may  be  curtailed,  stayed,  or  inter- 
rupted by  legislation  or  combinations,  but  eventually  an  adequate  supply  will 
make  a  reasonable  cost,  an  oversupply  a  low  cost,  and  a  lack  of  supply  a  high 
cost. 

It  must  therefore  be  admitted  that  if  the  supply  of  oil  is  Increased  from  the 
resources  of  the  public  domain  at  a  reasonable  cost,  this  supply  will  in  due  time 
lower  the  cost  of  the  refined  product  to  the  consumer. 

Therefore,  the  discovery  of  oil,  the  development  of  the  oil  properties,  the 
production  of  the  natural  resources,  the  refining  of  the  crude  product,  the  sale 
and  distribution  of  the  refined  product,  will  confer  upon  the  public  a  benefit 
restricted  only  by  the  cost  of  the  production  of  the  crude,  the  care  with  which 
combinations  of  the  refiners  of  the  crude  Is  watched. 

It  has  been  said  that  the  established  interests  in  t)ie  United  States  so  control 
the  industry  that  an  increase  in  the  crude  supply  would  not  benefit  the  con- 
sumer. We  do  not  believe  that  this  objection  is  based  ui)on  a  sutticlent  under- 
standing of  conditions.  Since  1914  the  war  situation  has  prevented  the  supply 
from  equaling  tlie  demand.  The  local  supply  may  have  been  in  excess  of 
demand  in  various  places,  but  generally  speaking  the  universal  use  of  the 
refined  product  of  crude  oil  and  the  use  of  the  same  by  the  armies  and  navies 
engaged  in  the  war  has  caused  a  demand  for  the  refined  product  which  the 
supply  does  not  meet.  Yet  the  price  of  the  refined  product  does  not  evidence 
the  shortage  which  actually  exists.  The  price  of  gasoline  Is  high,  but  not  in 
proportion  to  the  cost  of  other  necessities.  The  price  of  crude  oil  is  not  suffi- 
cient, in  view  of  the  cost  of  all  material,  to  induce  the  oil  man  to  undertake 
extraordinary  hazards.  Gasoline  Is  not  a  luxury  in  this  day,  and  we  think  it 
may  be  called  properly  a  necessity.  For  some  reason  the  cost  of  this  necessity 
has  not  needed  control  and  hardly  anyone  Is  of  the  opinion  that  the  price  of 
the  refined  product  is  not  well  within  reason. 

THE  PRODUCTION  OF  OIL  A   HAZABDOUS  BUISNESS. 

It  must  be  remembered  that  the  oil  business — that  Is,  the  production  of  crude 
oil — is  a  hazardous  business.  It  Is  a  business  requiring  not  only  courage  and 
skill  and  experience,  but  the  hazarding  of  capital,  of  thousands  and  thousands 
of  dollars  on  the  chance  of  a  return.  The  oil  business  must  earn  more  than 
8  per  cent  to  make  up  for  its  lean  years  and  extraordinary  hazards. 

The  element  of  luck  enters  Into  the  oil  business  and  must  be  given  more  con- 
sideration tlian  in  any  other  business.  Many  individual  fortunes  are  made  and 
they  throw  a  halo  around  the  business  which  leads  the  outsider  to  believe  that 
success  awaits  any  venture.  The  oil  men,  however,  who  eventually  acquire 
fortunes  in  the  business  are  men  who  have  spent  their  lives  in  ventures,  suc- 
cessful and  unsuccessful,  money  one  day,  without  the  next,  and  finally  in  their 
old  age,  if  fortune  smiles,  tliey  are  ennbled  to  live  their  declining  days  In  the 
same  ptace  which  the  followers  of  other  businesses  gain  with  so  little  of  the 
strain  that  the  oil  man  has  given  to  the  earning  of  his  rest. 

The  Supreme  Court  of  the  United  States  recognizes  the  oil  business  as  a 
hazardous  business. 

The  financial  men  of  the  world  recognize  the  business  as  a  hazardous  one. 

In  fact,  it  is  only  within  the  last  few  years  that  the  bankers  of  the  United 
States  have  come  to  believe  that  the  oil  business  is  a  business. 

For  years  It  w;is  tliou'^ht  to  be  such  a  gamble  that  a  mortgage  given  on  an 
oil  property,  or  a  bond  Issue  of  an  oil  company,  was  almost  Impossible  to 
negotiate. 

Kvon  to-day,  with  the  average  banker,  an  oil  swurity  is  looked  upon  with 
distrust,  if  not  with  suspicion. 


OIL  LEASING  LANDS. 


137 


TS£  OIL  BUSINESS,  HOWEVER,  IS  AN  ESTABLISHED  BUSINESS. 

Ticavmg  out  the  question  of  the  blue-sky  companies,  the  oil  business  is  a 
business.  A  company  with  sufficient  capital,  industry,  and  resourcefulness 
may  carry  on  its  business  of  producing,  refining,  and  distributing  oil  from  year 
to  year  with  an  assurance  of  ultimate  profit. 

Tlie  oil  company  must  necessarily  follow  the  new  oil  fields,  make  its  invest- 
ments in  new  fields,  build  its  pipe  line  and  refineries,  refine  and  transport  Its 
<Tude,  distribute  it  in  its  old  market,  or  establish  new  markets,  but  most  always 
follow  the  production. 

The  protluction  of  oil  is  the  basis  of  the  oil  business. 

Unless  the  refiner  of  oil  owns  production  his  position  is  not  secure.  The 
e^ablishment  of  refineries  costs  thousands  of  dollars,  varying  from  thousands 
tr%  milHons  of  dollars.  Pipe  lines  cost  many,  many  thousands  of  dollars  and  the 
obtniniug  of  production  costs  it  many  thousands  of  dollars.  . 

We  do  not  refer  only  to  the  drilling  of  wells,  but  we  are  talking  about  the 
exploration  of  the  field,  the  finding  of  an  oil  field,  and  by  that  we  do  not  mean 
the  locating  of  the  structure  from  a  geological  standpoint,  but  the  sinking  of  the 
test  for  oil,  the  development  of  the  field  after  discovery,  and  the  operation  of 
the  field  successfully,  and  then  the  installation  of  pipe  lines  and  refineries. 

Now,  the  point  to  which  we  are  leading  is  this:  That  if  the  public  domain  is 
to  be  properly  tested,  properly  developed  and  operated,  at  as  small  a  cost  and 
with  as  little  waste  as  is  practicable,  the  terms  of  the  oil-land  leasing  bill  must 
give  aid  to  that  end. 

ENOUGH  ACBEAGE  TO  JUSTIFY  THE  HAZABD  OF  SKILL  AND  CAPITAL. 

To  reach  the  end  the  bill  must  permit  an  individual  and  a  coriwration  to  hold 
enough  land  to  Justify  it  in  hazardhig  its  skill  and  capital. 

In  Oklahoma  the  oil  business  has  grown  since  1903  until  to-day  there  are 
thousand.s  of  wells,  hundretls  of  producers,  hundreds  of  refiners,  numerous  pipe 
lines,  a  great  oil  ii»lustry,  independent  of  the  control  of  any  monopoly. 

In  order  that  the  committee  may  grasp  the  condition  of  the  oil  industry,  we 
are  submitting  herewith  the  following: 

A  list  of  the  refiners  in  the  United  States,  showing  the  names  and  number  of 
wineries  In  ench  State,  wlMi  the  capacity  and  the  estimated  investment. 

For  ex.Mniple,  there  are  in  the  United  States  359  refineries  of  a  dally  capacity 
of  l^jJS2o  barrels  of  crude  oil  of  an  estimated  investment  of  $605,662,500. 

Refineries  in  the  United  States, 


Califscnia. 

Wyoming 

rtih.... 

New  Mexico... 

Color  ad3 

Texas 

Loaistani 

ArV'rais 

Otiahoiia . 

Knsi 

HMwri ■ 

MlMer.U 

UHtMS ■ 

Indisna 

KtHuc'-t 

Tenn-siee 

Unsii-fausetts 
Wwt  Virginia. 

Ohio 

Pansvlvanla.. 

NcwYorIc 

New  Jersey 

Maryland 


Tbtal. 


State. 


359 


Barrels 

(Tude 

daily. 


210.000 

48,500 

SCO 

150 

5.  €00 

225. COO 

62,500 

300 

177. 3C0 

75,575 

27.300 

SCO 

43.400 

60.000 

3,1:00 

4f0 

300 

ft,  ICO 

28.0C0 

85.000 

36.000 

146. 100 

22,500 


Estimated 
invest- 
ment. 


SllO.000.000 

30,100.000 

35.000 

20.000 

835. COO 

48,950.000 

13.500,000 

75.000 

134.875,000 

15.332,0CO 

3,810.0C0 

40.000 

9.000.000 

25,000.000 

1,125.000 

15.000 


3.000.000 

6.4i:0.C00 

42.000  COO 

65.000,000 

SO.OCO.OOO 

6.500.000 


1,265.325     605,662,  £00 


Idle,  24 ;  active*  335 ;  building,  118 ;  possible  in  1018,  453. 
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Refineries  building  or  projected  in  the  United  States. 


IdJiho 1 

Montann 1 

Wyomiug :. 10 

Utnh 1 

Texas 10 

I^ulslann 4 

Oklfllioum 47 

Kansas 7 

Iowa 1 

Alabama 1 

Illinois 5 

Indiana 1 

Possible  investment,  $30,000,000.  Possible  capacity,  110,000. 


Kentucky 10 

Tennessee 2 

Virginia 3 

AVest  Virginia 2 

Ohio 1 

Pennsylvania 8 

New  York 1 

New  Jersey 1 

Florida 1 


118 


STANDARD  OIL  REFINERIES  IN  THE  UNITED  STATES. 


Company. 


Standard  Oil  Co 

Do 

Do 

United  Oil  (X  (Stan.lird) 

Continental  Refinins;  Co 

Ohio  on  Co 

Btandird  Oil  Co.,  of  Kans  is 

Standard  Oil  Ca).,  of Iniiana 

Carter  Oil  Co 

Standard  Oil  Co 

If  ajnolia  Petroleum  Co 

Do 

Standard  Oil  Co 

Standard  Oil  Co.  of  New  Jersey 

Do 

Do 

Do 

Vacuum  Oil  Co 

O  ilena-Mmal  Oil  Co 

Standard  Oil  Co.  of  New  York 

Do 

Valium  nil  Co 

Vacuum  Oil  Co.  (lubricating  plant) 

Standard  OilCo.  of  Ohio 

Solar  Refininc  Co 

Stan iard  <  >il  Co.  of  Indiana 

St;ind:ird  Oil  Co 

Atlantic  Refininj:  Co 

Do 

Atlmfi.'  Ke "niniiCo.  (Eclipse  Oil  Works) 

Galpni-Mznil  Oil  Co 

Standard  Oil  Co.  of  Now  Jersey 

Galena-Signal  Oil  Co 


Location. 


Point  Richmond,  Cal 

El  Segimda,  CaI 

Kern  River,  Cal 

FloiTncc,  Colo 

Ciispcr,  Wyo 

Greyhull,  Wyo 

Ncoidesha,  Kans 

Sui;\r  Creek,  Mo 

NorfjlV,Okla 

Baton  Konjre,  La 

Beaumont,  Tex 

Corsicana.  Tex 

Fort  Worth,  Tex 

Alton,  111 

Baltimore,  Md 

Bayonne,  N.J 

Baywav,  N.  J 

Jerspy  City,  N.J 

Paulsboro,  N.  J 

Elizabeth,  N.J 

New  York  Citv  (4  plants) 

ButTalo,  N.  Y." 

Olean,  N.  Y 

Roch«»ster,  N.  Y 

CbveUnl.  Ohb 

Lim'i,  ( )hh 

Wh'tinJi.  Ind 

Barboursville,  Ky 

Point  Breeze,  Pa 

Pittsburgh,  Pa 

Fran'^-lin,  Pa 1S72 

do 1S6J 

l*ar ',  ersbur^r,  W.  Va 

do 


.1     1882 
.1 


Approxi- 
mate 
invest- 
ment. 


f  165,834,200 

f 00. 000 
2,000.000 

Buiidin?. 

!,.f00,000 

3.000.000 

3, 500, 000 

6,000,000 

3, 885,1. S3 

5.W,  176 

457,84') 

3, 2.V),  000 

2,750,000 

37,003,000 

15,000,000 

10,000.000 

2,0)0,000 

7,500,000 

32,000,000 


Appfxi- 

mato 

barrels 

crude  daily. 


&-,000 

20.000 

3.000 

5,000 

"8*666 
12.000 
25,000 
20,000 
35,000 
3,0(10 
12,000 

2o;ooo 

10.000 
45,000 
30,000 
15,000 


5.000,000 


1870 

18vS6 


3,500,000 

2,  .tO'),  000 

2j,400,00J 


ISfifi 
1S62 


23, 100, 176 


I 


20,000 


12,000 


15,000 

10,  nno 

60,000 

3?.aoo 

3,-500 
8,000 


2,500 


LIST  OF  REFINERIES  IN  THE  DIFFERENT  STATES. 


HaTuoUa  Petroleum  C  

Do 

D) 

The  Texas  Co 

Do 

Do 

Gulf  Ke Inin?  Co 

Do 

Pierce- Fordyce  Oil  Association. 

Do 

United  Oil  &  Refining 

Central  Oil  Co 

Producers  Relinln?  Co 

Wichita- Val  Refining 

A  vis- Wood  Refining  Co 


Beiumont,  Tex.. 
Corbie  mi.  Tex... 
Fort  Worth,  Tex. 

Dallas,  Tex 

Port  .A  rthur,  Tox 
Port  Ne?hc3,  Tex, 

d.) 

Fort  Worth,  Te*. 
Texas  (it/,  Tex.. 
Fort  Worth,  Tex. 
Beaumont,  Tex.. 
Corsicina.  Tex... 
Gainesville,  Tex.. 
Iowa  Park,  Tex.. 
Jacksboro,  Tex... 

iBuUding. 


190  2 

13, 519, 010 

25,000 

1898 

618,030 

2,300 

19U 

460,000 

12,000 

1908 

12,000 

190 1 

15,632,435 

28,000 

1906 

10,000 

1901 

2  >,  000, 000 

5.=»,000 

1911 

1,. 503, 000 

6,000 

1911 

2,2)0,000 

3,000 

19U 

3,500,030 

6,000 

1903 

li0,000 

2,000 

1903 

75,000 

300 

1915 

1,000,000 

13,000 

1914 

125,000 

800 

1915 

150,000 

100 
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LIST  OF  REFINERIES  IN  THE  DIFFERENT  STATES— Continued. 


Company. 


Fetroleam  Refintnc  Co 

HofTman  Oil  Refining 

Fealioard  Oil  Rcflninp 

Oriental  Oil  Co 

Dixie  OQ  &  Rc'inlnsfCo 

Thrall  Refmine  Co 

Panhandle  Refining  Co 

Olovie  Re**n:ng  Co 

Slump  Oil  Co 

Roliert  T  i^on 

Mary  Owens  Oil  Co 

A  tlantic  A  Oulf  retroleum  Co 

HamMe  Oil  Co 

Petroleum  »iefin;nT  Co 

D'ArtoLs  Oil  &  RelnineCo 

Sinclair  Oil  &  Pe'^ninp  Co 

Western  Oil  I?e''nn'Co 

H.  L.  Doughert"  Syndicate 

Uemmine  &  Gilbert 

Pr.  W.  Tittman 

Ma  -nolla.  Pierce- Ford vce,  Texas  Co.  and 
Guir  Kelnin?  to  be  built  at  Houston. 

Standard  Oil  Co 

Federal  Oil  &  ReflninR  Co 

Pelii-an  Oil  Refining  Co 

Loiilsi^ni  Oil  Refining  Co 

Mex  iean  Petroleum  Corporation 

Li>«rty  OilCo 

Corona  Oil  Co 

Dutch  Shell  Co 

Record  OH  Refining 

Developers  Oil  &  Refining  Co 

Caddo  Oi  I  R  efinery 

Purified  Petroleum  Produc  Is  Co 

Shreveport  Oil  Refining  Co 

Consolidated  Oil  Refining  Co 

New  Orleans  Refining  Co 

Dutxh  Shell  Co 

Shreveport-M^xiern  Fuel  Oil  Corporation 

OasoUne  Corporation 

Marine  Oil  &  Refining  Co 

Southern  Oil  Co.  (Inc.) 

Frerport  &  Tampico  Fuel  Oil  Corporation 

Or 3rk  R efin  ing  Co 

Co^irn  &  Co 

Do 

Empire  Refineries 

Do^! !!!!"!!!!!!!!!!! !!!!!!!!!!!!!!! 

Do 

Do 

Sinclair  Oil  &  Refining  Co 

Do 


Location. 


Houston,  Tex 

do 

Oranf  e,  Tex 

Oriental,  Tex 

San  A  ntonio,  Tex 

Thrall, Tex 

Wichita  Falls,  Tex 

HumT)Ie,  Tex 

Somerset.  Tex 

El  Paso.TcT 

Moonshine  H ill,  Tex 

Houston  Ship  Channel,  Tcx.> 

Houston,  Tov.» 

Houston  Ship  Channel,  Tex.i 

do." 

do.» 

San  ^n*onln.  Ter.i 

Sm  Ja(*lnto(Houston),Tex.>. 

Neir  Beaum  )nt,  Te  <.» 

Houston,  Tex.' 


} 


Baton  Rouge,  I>a.> 

A  loxandria.  Lo.» 

Chelmelte.  La.> 

Gas  Center,  La.» 

Destrahan,  La.' .' 

New  Orleans,  La.» 

do.i 

do.» 

Shreveport,  La.» 

do 

....do 

....do 

....do 

>New  Orleans,  La 

Saxonholm,  La 

Parpy  (Green  Street),  La.'. . 

Cedar  Grove,  La.» 

Plaquemine,  La.' 

New  Orleans  (Topping),  La.' 

Port  Smith,  Ark.' 

West  Tulsa,  Okla.» 

Gushing,  OHa.' 

Olobulgee.  OHa.» 

Cushing,  OVla.' 

Oklahoma  City,  Okla.' 

Cushing,  Okla.' 

Ponca  City,  Okla.' 

Cushing,  Okla.' 

MusVogoc,  Okla.' 


Do I  Vinitfl.Okla.', 


Carter  Oil  Co. 

Crystal  AVhilc  Refining  Co 

Ardmo^  Refining  Co 

Bigheart  Petroleum  Refining  Co. 

BovntoTi  Refining  Co 

Coitinental  Refimne  Co 

Conso  idated  Oil  Refining  Co... . 

Cons'imers  Refining  Co 

Hi'  man  Refining  Co 

International  Refining  Co 

IlinoisOi'Co 

Roxana  Petro  eum  Co 

I^wton  Refining  Co 

Moskoeee  Refining  Co 

Atwood  Refining  Co 

Indiahoma  Refining  Co 

Lake  Park  Refining  Co 

Sapulpa  Refining  C'o 

Phcenlx  Refining  Co 

PiarreOn  Cori^ 

North  American  Refining  Co — 

Constantinc  Refining  Co. 

Pan-American  Refining  Co 


Norfolk,  Okla.'..., 

Allen,  Okla.' 

Ardmore,  Okla.'. 
Bigheart,  Okla.'.- 
Bovnton.  Oka.'. 
Brl?tow.  Oka.'.. 
Clevc  and.  Okla.'. 
Cushiug.  Okla.'.. 


do. 

do.' 

do.' 

do.' 

Lnwton.  Oka.' 

Muskogee ,  Okla.» , 

Oklaroma<'ltv,  Okla.'. 

Okmulgoo ,  Okla.' 

do.' 

Sapuh  a.  Okla.' 

Sand  Springs,  Okla.'  - . . 

do.' 

Pemeta,  Okla.' 

West  Tulsa,  Okla.' 

do.' 


Year 
built. 


1910 
1916 
1917 
1912 
1913 
1915 
1915  ' 
191A  I 
1915  • 
1917  I 
1917    ' 


Approxi- 
mate 
Invest- 
ment. 


$7.50,000 

150,000 

150,000 

140, 010 

210,000 

2'. 000 

500  030 

10,010 

H.OIO 

2),  000 


Approxi- 
mate 
barrels 
crude  daily. 


r 


1910 
1915 
1915 
1912 
1916 
1915 

1916 


1915 
1913 


1911 
1916 

1917 


1917 


1914 
1913 
1911 
1€07 
1912 
1106 
1914 
1912 
1914 
1105 
1910 
1916 
1915 
1914 
1£09 
191A 
1914 
1913 
1913 
1914 
1915 
1914 
1916 
1916 
1905 
1915 
1910 
1915 
1908 
1913 
1913 
1915 
1911 
1916 


6.0C0.C00 
150.000 

25.000 
1.350. ceo 
2,0CO.00O 

40.000 

2.000.000 


250. COO 

125,000 

75. COO 

50,000 

2,000,000 


500,000 


75.000 


j}35,000,000  / 
12,500,000 


72,560,000 

3,500.000 

2.5,(00 

200. 000 

100.000 

90,000 

27.%.<1(X) 

8,5,  OTO 

1, If 0,000 

27,W)0 

300,000 

17.5,000 

l,2f  0,000 

27,000 

l,2c0,000 

50,000 

1,2.':8,000 

40,000 

2,000,000 

1,000,000 

2.2ro,ooo 

'2<10,000 
4,50,000 
275,000 


'I 


3,000 
800 

2,000 

1,000 
710 
300 

2,000 

155 

60 

200 


20,  COO 

1,000 

cOO 

2.000 

20.000 

300 

10,000 


2.000 

500 

1.300 

2.4C0 


500 
1,200 


500 


300 
13. COO 

2.  ceo 

4,CC0 
3.250 

2,rco 

3.000 
3,500 

4.  £00 
£00 

6.  COO 
18,000 

175 
4.528 

SCO 
1,(HX) 

i,roo 

f50 
5.0(/0 

4ro 

4,3C5 

2,000 

10,000 

40O 

i,roo 

1,000 

3,7£0 

800 

5,  TOO 
6,000 

10,000 
2,000 
5,300 
2,500 


1  Refineries  building  or  projected. 
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LIST  OF  REFINERIES  IN  THE  DIFFERENT  STATES— Continued, 


Company. 


^exas  Co 

Uno'o  Pam  OH  Co 

So'them  Oil  Corporation 

Mid-Continent  Gaso  ine  Co 

Eoonom  v  Refinm?  Co 

Central  Reflnin?  Co 

Crescent  RefminR  Co 

Cus'iin«r  Petro'eiim  Production  Co — 

Dean  Oi'  Co 

Inter-Ftate  Oi'  Refining  Co 

DiiUith  Reflnin«!  Co 

Home  01'  Rofiniu?  Co 

In'a'id  Refinine  Co 

M'^Kirchner  Refltung  Co 

Oi  ton  Refining  Co 

Okmii'^ee  Petroeura  &  Refining  Co. . 

Onota  Refining  Co 

Katv  Refining  Co 

Star  Reflnine  Co.  (Interstate) 

Wi  son  Refining  Co.  (Ilea'.dton) 

Ya'e  Oil  Reflnng  Co 

Con^e  d  Refining  Co 

Enid  Ro^nin«i  Co 

Oote»'o  Reflnine  f'o 

Great  A  meri  an  Refning  Co 

Homo  Oil  Co 

Webster  Oil  A-  OasCo 

Superi  r  Reining  Co 

Pr^-^ss  Reining  Co 

VVabish  Re'^nine  Co , 

White  Ptar  Re^'ning  Co 

Hoi  y  &  Owens 

ImperJRl  Re^'ning  Co 

Osage  Reining  Co 

Nvanza  Reining  Co 

Afied  Reining  Co 

Vi  t"r  Re'^ning  Co 

Miami  Reining  Co 

Superi  r  Re''  ning  Co 

W.  D,  Ri 'hards  n 

Mohawk  Reining  Co 

Pe'-p 'es  Refining  Co 

Carr  et  a' 

Nupro  Ref  ninfi:  Co 

Osage  Mutual  Refining  Co 

Birmingham  Oil  &  Gas  Co 

Bixby  Oil  &  RefningCo 

BissOil  &  Re'' nine  Co 

Brazilian  Oil  Ai  Re'^ine  Co 

Bu-Co.  Oil  A  RefningCo 

Crrton  Oil  A  Refining  Co 

Federal  Re^'ning  Co 

Great  Central  Refining  Co 

Greater  Oi',  Gas  A  Manufacturing  Co. 

Glebe  Oil  A  Reining  Co 

Haske'l  Refining  Co 

Henryetta  Refining  C  ^ 

North  Iowa  Oil  A  RefningCo 

Nowata  Oil  Refining;  Co 

Odessa  Oil  A  Refining  Co 

Javhawker  Gas  Co 

Kingsmith  Re 'ning  Co 

Maj  ;r  Ref.ning  Co 

Oklahoma  Petrjieum  A  Gasoline  Co. , 


Petrol  Reining  Co 

Paramount  Oil  A  Refining  Co 

Pyramid  ReHning  Co 

Security  Ro.'ning  Co 

Shawnee     efining  Co 

Triang.e  Oil  defining  Co 

Walla'^c  ".eflningCo 

Oil  Ueflnery 

Daneinper  Oil  A  I  .efinlne  Co 

Denver  Petroleum  A  I.efiningCo. 
Chenning  Ivefining  Co 


Location. 


West  Tusla,  OkIa.> 

do.i 

Ya'o.Oka.» 

West  Tulsa,  Okia 

Bla"kwe'1.0k'a 

Drumnght.  Ok'a 

Newkirk,  Okla 

CusMnij.  Oka 

Cushin«:  'crabbing),  Okla 

Dniniright.  Ok  a 

Papnlpa.  Okla 

Ya'e.Ok'a 

Cnshine,  Ok'a 

Jennings,  Okla 

Oi  ton.  Okla 

Okmulgee.  Ok'a 

Oneta.  Okla 

Yale  Okla 

do 

Wilson.  Okla 

Yale. Okla 

do 

Fnld.  Ok'a 

Got«»'o.  Oka 

Jennings,  Ok'a 

Oklahoma  City,  Okla.... 

Ya'e.  Okla 

do 

Cushing,  Okla 

Fand  Springs,  Okla 

West  Tulsa,  Okla 

Cashing,  Okla 

J^rdraore,  Okla 

Hominv,  Okla 

New  Wils-n,  Okla 

Okmulgee.  Okla 

»«5apulpa,  Okla.» 

Quapaw,  Okla.^ 

Tnid.  Okla.i 

Prnca  Citv,  Okla.» 

Fand  Springs,  Okla.> 

Rin^ling,  Okla.» 

Covinet  n,  Ok  a.» 

Muskogee,  Okla.' 

Pawhusica,  Ok'a.* 

Muskogee,  Okla.' 

Bixby.  Okla.i 

Tulsa,  Okla.i 

do.i 


Enid.  Okla.' 

Oklahoma  City,  Okla.' 

Tusa,  Okla.' 

Claremore,  Ok.a.' 

Ada,  Okla.' 

Tnid,  Ok.a.' 

Muskog  >e,  Okla.' 

Henryetta,  Okla.' 

Lawt  n,  Ok!a.' 

Nowata.  Ok'a.' 

Jennings,  Oka.' - 

Tusa.  Okla.' 

do.' 

B'-ynt'jn.  Okia.' 

West     Tulsa     (Rittman), 
Okla.' 

Yale,  Okla 

Sapulpa,  Okla 

Ok  ahoma  City,  Okla 

do 

Shawnee,  Okla 

New  ^  ilsDn.  Okla 

Oklahoma  Cily,  Okia 

Drumright.  Okla 

do 

Okmulgee 

Cushing,  Okla 


Year 
built. 


1910 
1906 
1915 
1916 
1910 
1917 
1917 
1917 
1916 
1917 
1917 
1916 
1917 
1917 
1917 
1916 
1917 
1916 
1916 
1917 
1916 
1917 
1017 
1917 
1917 
1917 
1915 
1916 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 
1917 

1917 
1917 
1917 
1917 
1917 
1917 
19'7 
1917 
1917 
1917 
1917 


Approxi- 
mate 
invest- 
ment. 


1.50,000 
700,000 
l.V),000 
120,000 

!.''>,  noo 

200,000 
30,000 
25,000 


Approxi- 
mate 
barrels 
crude  daily. 


8,f00 
600 


17.=^,  000 

4o,ono 

:wi,ooo 

.•u^.ooo 

i.i.ono 

200,000 
40.000 
l.^.OOO 

i6,oro 

20,000 

so,ooo 

2.^,000 
T.'^.OOO 
10.0^ 

i.vi.ooo 

501,00') 

sn.ooo 

21,000 
20.000 
250,000 
100,000 
15,000 
20.000 
30,000 
50,000 


100,000 
40,000 


1,000,000 

200,000 

3,000,000 

100.000 

10,000 
100,000 

50,000 
SOI,  000 
600,000 
503,000 
150, 000 

10,000 

60,000 
500,000 
100.000 
100.000 


100,000 

150.000 

100,000 

35,000 

5^,000 

2.')0,00') 

23,000 


4,500 
2,000 
1,500 

:wo 
3,noo 

450 
Idle. 


3,000 
500 

2,.'700 
GOO 
500 

1,500 
W>> 
200 
COD 

1,000 

1,000 

i,nno 

1,500 

100 

1.500 

2,  .500 

800 

190 

600 

5,000 

1,.W0 

600 

1,000 

1,000 

1,400 


1,000 
200 


500 
500 
800 


2,000 


5.000 


23,000 


Building  or  projected. 


OIL  LEASING  lANDB. 
r  OF  BEFlNERlEb  IN  THF.  DIFPERENT  STATEB-Conltaoed 


Dilmirth  OtI  it  RaODing  Co. 

MgurReftnlng''- 
~     1ir«8twiiOI 


nGwA  Electric  Co. 

Erie  00  «  Gss  Co. 

RepabUe  OU  A  RcOniiig  Co. 
K&ai  Ofl  &  ReOning  Co. 

RamH  PetrotenmCo. 

on  lobbcn  PetrolMiiii  &  RellDlng 


47476—18 10 


I  Building  or  pn^ecUd. 
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Mid-continent  pipe  line  systems  trunk  line  nUUage. 


Ifain  lines: 

Prairie  pipe  line 

Oklahoma  and  Louisiana  pipe  line . 

Oiilf  pipe  line , 

Texas  Pipe  Line  Co 

liagnolia  pipe  line 


Total  main  lines . 


Lateral  lines: 

Prairie  Pipe  LlnoCk» 

Oklahoma  and  Louisiana  pipe  line . 

Gulf  Pipe  Line  Co 

Texas  pipe  line 

MagnjUa  Pipe  Line  Co 


Total  lateral  lines 

Grand  total  trunk  Unes . 


GatheriuR  lines: 

Prairie  pipe  line 

Oklahoma  and  Louisiana  pipe  line. 

Gulf  pipeline 

Texas  pipe  line 

Magnaua  pipe  line 


Total. 


Length  of 

siniiU« 

trunk 

line. 


877.60 
513.60 
80&44 
1,08L  19 
61&33 


3,884.16 


W.51 

73.03 

63.15 

2ia97 


436.66 


4,320.82 


2,53L09 
103.07 
373.16 
665.00 
282.73 


3,966.55 


Mid-continent  refineries  toith  pipe  lines. 


Total 

trunk 

line 


2,351.06 
762.05 
980.80 

1,249.00 
705.61 


e,05&51 


109.81 
79.11 
63.15 

222.43 


534.50 


6,568.01 


Company  name. 


Kansas  Cooperative  Refining  Go . . . 

Elansas  Oil  Refining  Co 

Miller  Petroleum  Refining  Go 

National  Reftigeratlng  Co 

Petroleum  Prv^ducts  Co 

RollineOll  Refinery 

White  Eagle  Petroleum  Co 

Evans-TwinK  Refrigerating  Co 

Economy  Oil  Refining  Co 

MillLken  Refining  Co 

Midland  Refining  Co 

El  Dorado  Refining  Co 

Boynton  Refining  Co 

Hiflman  Refining  Co 

Okmulgee  Products  ^e  Refining  Co. 

niin  is  Refining  Co 

Enid  Refining  Co.  (building) 

Unde  Sam  Oil  Co 


Address. 


Chanute.  Kans 

Coffeyville,  Kans 

HumDoldt,  Kans 

Cofle]rville,  Kans 

Independence,  Kans. 

Chanute,  Kans 

Augusta,  Kans 

Wichita,  Kans 

BlackwelLOkla 

Arkansas  City,  Kans. 

El  Dorado,  Kans 

do 

Boynton,  Okla 

Gushing,  Okla 

Okmulgee,  Okla 

Gushing,  Okla 

EnldTokla 

Cherryvale,  Kans 


Use 
oparatad. 


JIUet. 


7 

70 

7 

110 

200 

3 

10 

25 

13 

20 

5 

6 

4 

10 

10 

14 

20 

75 


I'rodiicers*  Reflning  Co.  are  buiUling  additional  lines  in  Kansas;  will  connect 
Kansas  and  Oklahoma. 

Oudaliy  Refining  Co.  are  bulldlnj?  an  8-inch  line  from  Butler  County,  Kans., 
to  Whiting,  Ind. 

MID-CONTINKNT  KKFlNIxNG  COMP.XMKH,    WITH   AUURKSSES,    HAVING  DI8TBIBX7TINQ 

STATIONS. 


I..esh  Refining  Co.,  Arkansas  City,  Kans. 
Great  Western  Oil  Refining  Co.,  Erie,  Kans. 
Kanotex  Refining  Co.,  Caney,  Kans. 
Kansas  Cooperative  Refining  Co.,  Chanute,  Kans. 
Kan.sas  Oil  Refining  Co.,  Coffeyville,  Kans. 
Golden  Rule  Refining  Co.,  Wichita,  Kans. 


OIL  LEASING  LANDB. 
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Kansas  City  Refining  Ck>.,  Kansas  City,  Kan. 

Miller  Petroleum  Refining  Co.,  Humboldt,  Kans. 

National  Refining  Co.,  Humboldt,  Kans.  i 

Cudahy  Refining  Co.,  CoffeyvlUe,  Kans.  1 

Oklahoma  Refining  Co.,  Oklalioma  City,  Okla. 

Indiatioma  Refining  Co.,  Okmulgee,  Okla. 

Oosden  &  Co.,  Tulsa,  Okla. 

Pierce  Oil  Con>oration,  Sand  Springs,  Okia. 

Consumers'  Refining  Co.,  Cushlng,  Okla. 

Wllholt  Refining  Co.,  Joplln,  Mo. 

Magnolia  Petroleum  Co.,  Fort  Worth,  Tex. 

Boynton  Refining  Co.  (Riverside  Western),  Tulsa,  Okla. 

Illinois  Oil  &  Refining  Co.,  Cushlng,  Okla. 

Ozark  Refining  Co.,  Fort  Smith,  Ark. 

Constantin  Refining  Co.,  Tulsa,  Okla. 

Uncle  Sam  Oil  Co.,  Kansas  City,  Kans. 

Oneta  Refining  Co.  (Manhattan  Oil  Co.),  Des  Moines,  Iowa. 

Wichita  Independent  Oil  &  Refining  <>).,  Wichita,  Kans. 

Texas  Co.,  Chicago,  111. 

The  Sinclair  Oil  &  Refining  Co.  Is  becoming  one  of  the  largest  distrtbutiug 
concerns,  ranking  with  the  Standard,  Texas,  and  Gulf.  It  luis  l)ought  and  built 
hundreds  of  stations. 

The  Empire  Refineries,  Tulsa,  has  acquire*!  many  stations  the  pa.st  year. 

Mid  continetit  rcflncrk'/t  icith  pipe  lincH. 


ComiMny. 


Doiiartf  svndiCBto: 

Sweo  rrodncts  Co 

AnMrtean  Rcflnizig  Co 

OisliincIuaiiiiigCo 

PoDca  RflflniiK  Co 

Prodneere  Rgfljiing  Co.. 

Bndair  syndicate: 

Chanute  ReflniDg  Co , 

Cudahy  Refining  Co. , 

Codahy  Reflntng  Co 

CoBden&Co. 

Constantin  Refining  Co 

Coiisameva  Refining  Co 

Phoenix  RefloingCo , 

Pieroe  Oil  Corporation 

lodlahoma  ReftnlncCo , 

Intentational  Refining  Co.  (Ardmore  Refining  Co.) 

Pan-American  Refining  Co , 

Soathem  Oil  Corporation 

Ifaskogee  Refining  Co , 

fiapnlpa  Refining  Co , 

North  American  Refining  Co , 

Webster  Oil  &  Gasoline  Co 

Oystal  Wbite  Refining  Co 

Commonwealth  Oil  &  Refining  Co 

6reatw«8tem  Oil  Refining  Co 

KanotezA  Lesh  Refining  Co , 


Addrees. 


Independence,  Kans... 

Okmulgee,  Okla 

Cushlng.  Okla 

Ponca  City,  Okla 

Gainesville,  Tenn 

Chanute.  Kans 

Coffeyville,  Kans 

Vlnita,  Okla 

Tulsa,  Okla 

Tulsa,  Okla 

Cushing,  Okla 

Sand  Springs,  Okla 

Sand  Springs.  Okla 

Okmulgee.  Okla 

Tulsa,  Okla 

Tulsa,  Okla 

Yale,  Okla 

Muskogee,  Okla 

Sapulpa,  Okla 

Pemeta,  Okla 

Yale,  Okla 

Allen,  Okla 

Moran,  Kuis 

Erie,  Kans 

Arkansas  City 


Pipe  line 
operated. 


MiUt. 


17a 

65 

& 

95 

75 

15 

225 
65 

565 
35 

118 
35 
35 

215 

65 

8 

70 

75 

33 

10 

4 

3 

3 

24 

20 


Oirnersfiip  of  tank  ears. 


Company. 


Sttodaid  OU  Co.:  Union  Tank  line  Co... 


IfsDa'aetorers  and  tank  lines: 

General  Amertcan  Tank  Car  Corporation. 

Interstate  Tank  Car  Corporation... 

Keith  Car  Co 

North  American  Tank  Line 

Pennsylvania  Tank  Line. 

Peoples'  Tank  Line 

Standard  Car  Equipment  Co 


Total. 


Address. 


New  York. 


Chicago,  111 

Portsmouth,  Va. 

Chicago,  ni 

Chicago,  ni 

Sharon,  Pa 

Coffejnolle,  Kans. 
Wilmington,  Del. 


Cars. 


16,606 


3,632 
225 
712 
547 

2,136 

6 

708 

7,969 
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Tank  ears  owned  by  railroads. 


Coloniilo  &  Southern 14 

Delaware  River  &  Union  R.  R__  211 

Denver  &  Rio  Grande  Ry 44 

East  Jersey  R.  R 120 

El  Paso  &  Western 98 

Kansas  City  Southern  Ry.  Co__  193 
I-.OS  Angeles  &  Suit  Lake  R.  R. 

Co 214 

Midland  Valley  R.  R.  (Jo 97 

Missouri.  Kansjis  &  Texas  Ry__  677 

Morenci  Southern  Ry.  Co 2 

New  Orleans,   Texas  &  Mexico 

R.  R 75 

Northwestern  Pacific  R.  R.  Co..  34 
Oreeon-Wjishinpton  R.  R.  &  Nav- 
igation C'4) 44 

Pacific  EUvtric  Rv.  Co 29 


Pennsylvania  R.  R.  Co 514 

Philadelphia  &  Reading ZU 

St.  Tx)uis  &  San  Francisco  R.  R. 

Co 629 

St.  Ix)uis,  Brownsville  &  Mexico 

Ry 59 

St.  Ix)uis  Southwestern  Ry.  Co_  29 
San    Antonio   &    Aransas    Pass 

Ry.  Co 81 

Santa  Fe  Ry.  Co 3,178 

Santa  Fe  &  Arizona  Ry 4 

Southern  Pacific  Ry.  Co 2,963 

Texas  &  New  Orleans  R.  R.  Co.  459 

Trinity  &  Brazos  Valley  R.  R-_  25 

Total 9,813 


Tank  cars  otcned  hy  oil  industry. 


Company. 


Akin  Gasoline  Co 

Alar  Oa9olI*'e  Co 

American  Oil  Products  Corporation, 

Amerl'^n  Oil  Works , 

American  Re'^nlng  Co 

As->hUtum  Oil  *  Reining  Co 

Associated  Oil  Co 

Atlantic  Reining  Co 

Barkhansen  Oil  Co 

Beaver  Reining  Co 

J.  B.  Berrv  Sons  Co 

F.  W.  Bird  A  Sons 

BlaVeOilCo , 

Bonton  Gasoline  Co 

Brooks  Oil  Co 

K.  A.  Bnsh  Co 

Butler  Comtv  Oil  Reining  Co 

Caddo  Oil  Refining  Co 

Canleld  Tank  T  lie 

Canleld  Reining  Co 

Carltal  Refini-»g  Co 

Atwood  Reining  Co 

Central  Relnlni?  Co 

Chestnut  Ai  Smith , 

Cincinnati  Oil  Works 

Clarendon  Reflnl  >g  Co 

CI%v9land  Petrolenm  Refining  Co. . . 

Climax  Relnlne  Co 

Columbia  Oil  Co 

Coi*  vango  Reining  Co 

Co  ista  itin  Reining  Co 

Consumers'  Mutual  Tank  Line 

Consimers'  Reining  Co , 

Continental  Oil  Co 

Continental  Reining  Co 

Do 

Corn  planters  Re  Inlng  Co , 

Cosden  Ar  Co.,  Tulsa 

Craig  Oil  Co 

Ore  V  Levick  Co , 

Cro  vn  Gasoline  *  Oil  Co 

Crystal  White  Refining  Co 

Cr vstal  Oil  Works 

Crescent  RclnInG:  Co 

Pallas  Oil  A  Refininfi:  Co 

W.  H.  PauRhertv  &  Son 

Dixie  Oil  &  Refining  r© 

Commonwealth  Refining  Co 

Fl  Dorado  Rcflnlne  Co 

Economy  Oil  &  Refining  Co 

rr<  Reflnin?  Co 

Emerv  Manufartiiring  Co 

Emlenton  Refining  Co 

Empire  Refineries 

Empire  Oil  Works 

Ensign  Oil  Co 


Tulsa,  OVla. 
Kansas  City. 
Frle. 

TItnsvUle.Pa 

Tulsa,  Oirla 

Los  Angeles 

Cali'ornla 

Philadelphia 

Green  Bav,  Wis 

Washington,  Pa 

OllCltv,  Pa 

East  Waloole,  Mass. 

T  i*^ral,  Kans 

Tulsa.  OWa 

Cleveland,  Ohio 

Palmer,  Miss 

Bniln,  Pa 

Bhreveport,  Ta 

Cleveland,  Ohio 

Yale,Okla 

Buffalo,  N.Y 

Oklahoma  Citv 

T.a^vrenceviUe,  lU . . . 

Tulsa,  Okla 

Cincinnati 

Clarendon,  Pa 

Cleveland,  Ohio 

Corsica,  Tex 

Nevir  york 

Warren,  Pa 

Tulsa,  Okla 

Chicago.  Ill 

Cushing,Okla 

Denver 

Oil  Citv,  Pa 

Bristow,  Okla 

Warren,  Pa 

Tulsa 

Toledo,  Ohio 

Philadslphia 

Pittsburgh 

Allen,  Okla 

(»IlCliv 

Nevklrv.okla 

Dallas,  Tex 

Petrolia,  Pa 

Pan  Antonio 

Moran,  Kans 

Fl  Dorado,  Kans 

Plackwell.  OVIa 

Charleston,  W.  Va. . 

Bradford,  Pa 

Fmlenton,  Pa 

Tol  a 

Oil  City 

Norristown,  Pa 


Cars. 


4 

3 

43 


3 

337 
4 
1 

11 
65 
3 
1 
4 
2 
3 

70 

104 

78 

65 

47 

23 

293 

13 

1 

16 

21 

13 

39 

47 

178 

88 

379 

8 

50 

40 

136 

1,517 

161 

200 

2 

30 

34 

60 

Ob 

8 

33 

24 

83 

68 

48 

90 

48 

860 

980 

4 
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Tank  cars  owned  hy  oil  induntru — Continued. 


Company. 


D.  W,  Franchotro 

Fyeeport  Vex.  Fuel  Oil  Corporation 

Freedom  Oil  WorVs 

General  RePnmi?Co 

Tilecn  PooITanV  Line 

Great  Western  OU  ^o 

Great  Western  Oil  Refining  Co 

Gnlf  Refinine  Co 

Gasoline  r'orporalion  of  New  York 

General  Petroleum  Co 

Hieh  <7rade  Petroleum  Ptoducts  Co 

Humboldt  Reflnin?  Co 

Hutchinson  Refining  Co 

lUmois  Refining  To 

Independent  Refining  Co 

Indiaboma  Refinmg  Co 

Indian  Refining'  o 

Inland  Refining  Co 

IntemationaJ  Oil  Worlrs  (Ltd.) 

Interstate  Oil  Co 

International  Refinmg  Co 

Inland  Petroleum  Co 

Kane  Gasoline  Co 

Kanotex  Refining  Co 

Kansas  ntv  Oil  Co 

Kan<{as  Oil  Refining  Co 

Kansas  Tit  v  Refining  Co 

Kan*^  as  Co-Operati  \  e  Refining  Co 

Kendall  Refining  Co 

A.  Knabb  A  Co 

La^non  Refinine  ^^o 

Lake  Park  Refining  Co 

Lesh  Refining  Co 

Leader  Oil  Co 

Liberty  Refining  Co.  (Complanter  Refining  Co.). 

L^jnifled  Petroleum  Gas  Co 

Louisiana  Oil  Refining  Co 

Magnolia  Petroleum  Co 

MannfMTturers  Paraffin  Co 

Marshall  Oil  Co 

Mexican  Petroleimi  Co.  (Ltd.) , 

Mid-Continent  Gasoline  Co 

Mid-Contfaient  Oil  Refining  Co 

Mid-Continent  Refining  Co 

Muskogee  Refining  Co 

Motor  Fuel  Co 

Midwest  Refining  Co 

Miller's  Oil  Refining  Works 

Miller  Petroleum  Co 

MOliken  Refining  Co , 

MotoalOaCo 

Mutual  Refining  Co.  (Ltd.) 

National  Oil  Co 

New  Haven  Gas  Light  Co. 

North  American  Refiners  Co , 

0.  K.  Refining  Co. 

Oconee  Oil  Refining  0> 

Okmulgee  Products^  Refining  Co 

Ohio  Valley  Refining  Co , 

Oil  Products  Corporation , 

Oklahomi  Petroleum  &  Gasoline  Co ^. 

Oriental  Oil  Co : 

Oklahoma  Refining  Co 

Ozark  Refining  Co 

Pan-Americ%n  Refining  Co 

Panhandle  Reflmfaig  Co 

Pua^on  Refining  Co 

Penn-American  Refining  O) 

Natiooal.  Refining  Co 

FisUcanOflCo 

Penn  Refining  Co 

Pennsylvania  &  Delaware  Oil  Co 

Pennsylvania  Oil  Products  Oil  Refining  Co 

Petro  eum  Products  Co 

PhflEoiJC  Refining  Co 

Pawnee  Refinlne  Co 

Plsrre-Fordyce  -\5soclatlon 

Pierce  Oi' Corporation 

Pinal  Dome  Refining  Co 

Pitt>bTirgh  Oi'  Refining  Co 

Ponca  Lu  be  Oi  I  Co 

Penn  Refining  Co. 


Address. 


Tulsa 

New  Orleans 

Freedom,  Pa 

Tulra , 

KanfasCity 

Cleveland 

Frie,  Kana 

Pittsburgh 

New  York- 

Los  An?eles 

St.  Mark's,  W.  Va.... 

Humboldt,  Kans 

Hutchinson.  Kans. . . 

RocV  Inland,  III 

OUCiiv,  Pa 

8i.  Louis 

I  awrencev  ille,  111 

Tuta 

St.  Louis 

Minneapolis,  Minn . . . 

Tiil^a 

Pittsburgh 

Kane,  Pa 

Cane^',  Kans 

Kansas  f  ity,  Kans. . . 

CofTevMllo,  Kans 

Kan'^as '  itv,  Kans... 

Chan'ite.  Kans 

Bradford,  Fa 

Marcus  HooV,  Pa 

I  awton,  OUa 

Okmulgee,  Okla 

Arkansas  City,  Kans. 

Casey,  111 

Warren,  Pa 

Tulsa 

Shreveport,  La. 
Dallas,  Tex. 

Chester.  Pa 

Marshalltown,  Iowa. 
New  York. 
Tulsa. 

East  St.  Louis. 
Tulsa,  Okla. 
Muskogee,  Okla. 
Sapulpa. 
Denver, 
Allegheny,  Pa.. 
Chanute,  Kans. 
St.  Louis. 
Kansas  City,  Mo. 
Warren,  Pa. 
New  York. 
New  Haven.  Conn . 
Oklahoma  (Jity. 
Niotaze,  Kans. 

Athens,  Ga 

Okmulgee,  Okla. 
St.  Marys,  W.Va. 
New  York. 
Tulsa.. 

Dallas,  Tex 

Oklahoma  City... 
Fort  Smith,  Ark. 

Tulsa 

Wichita  Falls.... 

Toledo,  Ohio 

Oil  City 

Cleveland,  Ohio.. 

New  Or'eins 

OU  City,  Pa 

New  York 

Eldred,  Pa 

Pittsburgh.  Pa... 

Tulsa 

Oklaionift 

Dallas,  Tex 

St.  IiOni<. 

Santa  Maria,  Cal . 

Pittsburgh 

Ponca  City.  Okla. 
KamsCltv.  Pa... 


Cars. 


12 

M 

89 

70 

2R5 

21 

fO 

1,411 

59 

10 

50 

3 

25 

61 

82 

450 

1,032 

152 

3 

1 

418 

70 

17 

47 

5 

94 

171 

193 

28 

1 

31 
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Tank  cars  oirned  by  ail  indnHirp — Tontinuetl. 


Company. 


Producers  Refining  Co 

Ponca  ReflnlAif  Co 

Frank  Prox  Co 

Prudential  Oil  Corporation 

Puente  Oil  Co 

Pure  Oil  Co 

Record  Oil  ReOningCo 

Richardson  Lubricating  Co 

Richfle'd  Oil  Co 

Riverside  Western  Oil  Co 

Roxana  Potro  eum  Cor|)oration 

Robinson  01'  Reftnin);  Co 

Roseda'e  Refining  Co 

Riicker  Bros 

Sapulm  Refining  Co 

Sarco  Petro'eum  Products  Co 

Seneca  OH  Works 

Sinclair  Refining  Co 

I.c\i  Smith  (Ltd.) 

Shell  Co.  of  Call lomia 

Southern  Oil  Corporation 

C.  A.  Stannard 

Storing  Oil  &  Refining  Co 

Southern  Refining  Co 

Aldon  Si)oare's  Sons  Co 

Superior  Oil  Works  (Ltd. ) 

The  Texas  Co ^ 

TitusviPo  Oil  Works 

Turner  Oil  Co 

Uncle  Sam  Oil  Co 

Union  Oil  Co.  of  California 

Union  Petro'eum  Co 

Union  Refining  Co 

United  OH  &  Refining  Co 

United  Oil  Co 

United  Refining  Co 

Upson's  Oil  &  Soap  Co 

Valvoline  Oil  Works  (Ltd.) 

Vulcan  Oil  Refining  Co 

Wabash  Refining  (Jo 

WadhamsOilCo 

Warren  Oil  Co 

Waverly  OilCo 

Warren  Refining  Co 

Webster  Oil  &  GasCx) 

Webster  Refining  Co 

West  Virginia  Oil  Co 

Wichita  Independent  Oil  &  Refining  Co.. 

Wilburine  Oil  Works  (Ltd.) 

Wilholt  Refining  Co 

Wbite  Eagle  Petroleum  Co 

Yarvan  Rosin  &  Turpentine  Co 


Addrws. 


Oklahoma  City 

Ponca  City.  Okla 

Terre  Haute .  Ind 

Baltimore.  Md 

Los  Angeles 

Minneapo  is.  Minn . . . 

New  Orleans 

Qulncy,  111 

Los  Angeles 

Tulsa 

Tulsa 

Robinson.  Ill 

Rosedale  Kans 

Everett.  Wash 

Sapulpa,  Ok'a 

I ndependence ,  Kans . 

Warren.  Pa 

Chicago.  Ill 

Clarendon.  Pa 

San  Francisco 

Tulsa 

Empona.  Kans 

Wichita 

Los  Angeles 

Boston 

Warren.  Pa 

Houston,  Tex 

Titus  vllle,  Pa 

Los  Angees 

Kansas  CHty,  Kans. . . 

Los  Ange  es 

Phi'ade'nhia 

East  St.  Louis,  in... . 

Beaumont,  Tex 

Denver 

Warren,  Pa 

Parkersburg,  W.  Va.. 

East  Butler,  Pa 

Cleveland,  Ohio 

Robinson,  III 

Milwaukee 

Warren,  Pa 

PlttsbuiiA 

Warren.Ta 

Yale,  Okla 

Humboldt,  Kans 

Parkersburg 

Wichita,  Kans 

Warren,  Pa 

Springfield,  Mo 

Augusta,  Kans 

Brunswick,  Ga. 


Gats. 


270 

140 

5 

2S0 

2 

74 

3S 

S 

8 

235 

400 

0 

90 

2 

528 

183 

67 

2,150 

15 

SO 

108 

14 

36 

2 

6 

24 

2,975 

49 

9 

51 

lis 

105 

% 

5 

19 

39 

7 

89 

48 

88 

6 

SO 

50 

«7 

6 

4 

1 

31 

54 

61 

aoo 

5 


The  foregoing  schedule  is  interestiug  to  anyone  who  is  in  the  oil  businessL 
There  Is  set  forth  a  list  of  the  refiners,  the  mid-continent  pipe  line  systems; 
distributing  stations,  the  mid-continent  refineries  with  pii>e  lines,  and  the  own- 
ership of  tanlc  cars  in  the  United  States. 

The  flg:ures  given  are  based  upon  various  printed  reports  and  are  reasonably 
correct,  although  in  many  cases  the  capacity  of  refineries  has  been  enlarged 
xind  nunienuiH  t:ink  cars  have  l)een  added. 


ACREAGE. 

The  amount  of  acreage  which  any  one  person  may  obtain  under  the, Ferris 
bill,  after  the  discovery  of  oil,  is — 

(DA  patent  to  100  acres  if  the  lands  are  within  10  miles  of  a  prodnclng 
well,  witli  a  right  to  lease  at  conir>etitive  bidding  an  additional  (?)  640  acres. 

(2)  A  patent  to  640  acres  if  the  lands  are  distant  more  than  10  miles  from  a 
producing  well,  with  a  right  to  lease  nt  competitive  bidding  an  additional  (?) 
040  acres. 

(3)  With  reference  to  the  last  imra graph  a  prospecting  permit,  good  for  two 
years,  is  given  on  2,560  acres.  As  to  how  many  prosijecting  permits  one  person 
may  have  or  how  many  patents  he  may  obtain,  the  bill  is  not  clear.  We  are 
assuming  that  the  intent  is  to  confine  each  prospector  to  one  permit  and  one 
patent  in  the  United  States. 
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The  fact  that  a  {mtent  is  giyen  to  160  acres  or  to  640  acres  does  not  offset  tbe 
limit  of  acreage. 

Aside  from  the  question  of  waste  which  arises  from  the  operation  of  small 
tracts*  the  reward  for  tbe  hazard  of  skill  and  capital  is  not  sufficient. 

If  under  the  permit  of  640  acres  a  mnn  discovers  oil  he  should  have  the  area 
of  bis  permit  without  competing  at  public  bidding. 

If  he  opens  "  wild-cat "  territory,  certiiinly  2,560  acres  is  not  too  great  a 
reward,  and  we  contend  that  this  man  who  has  the  courage  and  resourcefulness 
to  discover  oil  should  not  be  barred  from  other  oil  fields  on  the  public  domain; 
Jjmit  him  to  a  certain  acrenge  in  each  State,  if  you  will,  but  let  him  give  the 
benefit  of  his  industry  to  the  further  exploration  of  the  lands. 

But  our  principal  contention  is  that  a  patent  to  640  acres  is  not  a  sufficient 

Inducement  for  the  explor.ition  of  lands  lying  many  miles  from  production. 

That  this  one  section  of  land  Is  sufficient  for  a  grazing  lease  of  the  public 

land  and  that  one-fourth  of  it,  or  160  acres,  is  sufficient  for  a  homestead  right, 

is  one  reason  given  for  so  limiting  the  oil  industry. 

We  can  readily  see  that  if  there  are  so  many  acres  of  the  public  lands  and  so 
many  people  in  the  Ignited  States,  that  the  public  domain  should  be  so  divided 
that  each  individual  in  the  United  States  could  get  his  proiwrtionate  part  of  the 
public  land  upon  the  performance  of  certain  conditions,  and  with  that  theory, 
so  far  as  it  goes,  we  have  no  objection. 

So  far  as  minerals  which  are  stable  in  their  character  are  concerned,  it  is 
possible  that  a  small  acreage  is  all  right.  If  a  man  has  640  acres  underlaid 
with  coal  at  a  given  depth,  he  can  tell  whether  he  can  develop  It  and  whether 
he  can't,  and  he  knows  approximately  beforehand  what  his  expenditures  will 
be,  what  his  market  is,  and  what  it  will  cost  him  to  get  it  to  the  market.  Back 
of  it  all  he  has  the  knowledge  of  the  fact  that  there  is  coal  there,  and  approxi- 
mately how  much  coal  there  is,  and  he  can  thus  figure  his  expenditures  and  his 
profit.  We  are  assuming  that  the  coal  man  leases  640  acres  of  land  for  coal, 
and  we  say  that  he  can  with  reasonable  expenditure  ascertain  Its  value  as  a  coal 
proposition  and  that  he  can  do  this  regardless  of  whether  the  lands  He  In  a 
proven  territory  or  an  unproven  territory.  The  coal  man  will  not  go  below  a 
certain  depth  for  his  coal.  The  oil  man  must  go  on  forever  and  may  not  find 
oil  even  then. 

We  therefore  say  at  the  outset  that  the  homestead  right,  the  grazing  rights, 
and  the  mineral  rights  have  nothing  to  do  with  the  amount  of  acreage  which 
should  be  leased  to  each  person  In  order  to  encourage  the  exploration  for  the 
crude  petroleum  underlying  the  public  lands. 

This  is  not  new  matte^;* — ^not  one  which  is  merely  in  the  mind  of  some  techni- 
cal geologist,  but  it  is  practical,  and  has  been  given  serious  consideration  here- 
tofore by  the  Interior  Department  of  the  United  States. 

HISTORY    OF    THE     4,800-ACRE     RESTRICTION. 

Years  ago  before  oil  was  discovered  In  Oklahoma,  about  1890,  under  the  laws 
of  the  Choctaw  Nation  in  Oklahoma,  a  discoverer  of  mineral  was  entitled  to  the 
use  thereof  if  he  were  a  member  of  the  tribe.  Prior  to  1890  several  members 
of  the  tribe  had  discovered  coal  and  had  leased  the  lands  they  occupied,  or 
rather  the  coal  rights  thereunder,  to  the  Choctaw  Coal  &  Railway  Co. 

Eleven  of  these  leases  had  been  made  by  various  members  of  the  tribe  to 
said  company  and  they  were  confirmed  and  approved  by  ct  of  Congress  ap- 
proved October  1,  1890  (26  Stats.,  640).  The  Choctaw  Coal  &  Railway  Co. 
became  insolvent  and  Its  franchises,  leases,  etc.,  were  sold  and,  by  act  of  Con- 
gress of  August  24,  1890  (28  Stats.,  502),  the  sale  of  the  rights  of  said  railway 
company,  including  among  other  things  its  "  coal  leasehold  estates,"  were  con- 
finned  with  all  the  rights  in  law  and  equity  In  the  purchasers  that  said  rail- 
way company  had.  These  rights  vested  in  the  Choctaw,  Oklahoma  &  Gulf 
Hallway  CJo. 

Section  29  of  the  act  of  Congress  approved  June  28,  1898  (30  Stats.,  495-510), 
declared  that  all  agreements  theretofore  made  by  any  person  or  corporation 
with  any  member  or  members  of  the  Choctaw  or  Chickasaw  Nations  with  a 
▼lew  to  operating  coal  or  asphalt  mines  were  void.  It  provided,  however,  that 
anything  therein  contained  should  not  impair  the  rights  of  any  holder  or  owner 
of  leasehold  interest  in  oil,  coal,  etc.,  which  had  been  assented  to  by  act  of 
Congress,  and  declared  that  such  holders  or  owners  should  be  assured  new 
leases  from  the  mining  trustees  of  the  nations,  subject  to  approval  by  the  Sec- 
retary of  the  Interior,  if  applications  were  made  within  six  months  from  the 
date  of  the  act.  The  new  leases  were  to  be  In  a  square  as  nearly  as  practlaible 
and  were  to  contain  960  acres. 
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Within  the  time  presci'il)ecl  by  law  the  Chootrtw,  Oklahoma  &  Gulf  Railway 
made  the  required  applications,  and  on  March  1,  1809,  said  company  was  granted 
30  coal  leases,  each  for  a  period  of  30  years,  covering  an  aggregate  area  of  28,800 
acres  (see  Report  of  Inspector  for  the  Indian  Territory,  1901,  p.  11),  this  giving 
the  compnny  at  least  a  temporary  monopoly  of  the  coal  proiluction  in  what  was 
then  the  Indian  Territory.  No  other  company  secured  leases  covering  an  area 
equal  to  the  one-sixth  of  thnt  to  which  the  Choctaw,  Olclahoma  &  Gulf  Railway 
Co.  seems  to  have  been  entitled  under  stiid  law. 

Under  the  Creek  and  Cherokee  laws  numbers  of  the  tribes  who  discovered 
mineral  were  entitled  to  leases  from  the  tribal  authorities  covering  a  certain 
area  e«ch  for  the  production  of  the  mineral  discovered. 

Section  13  of  the  act  above  mentioned  (30  Stats.,  495-498)  was  applicable  to 
Che  Creek  and  Cherokee  Nations.  This  section  granted  authority  for  the  leasing 
of  lands  for  mineral  purposes,  including  oil.  It  was  provided  that  not  more 
than  640  acres  should  be  included  in  any  lease,  and  that  the  lease  should  "  con- 
form as  nearly  as  imssible  to  the  surveys."  This  section  also  declared  that  when, 
under  the  customs  and  laws  theretofore  existing  in  the  Indian  Territory,  leases 
had  been  made  of  different  groups  or  parcels  of  oil.  coal,  asphalt,  or  other  mineral 
deposits  and  jiossession  had  been  taken  under  such  leases  and  improvements 
made  for  the  development  of  the  minerals  "  by  lessees  or  assigns,"  which  develoiv 
ments  had  resulted  in  the  pnxluction  of  minerals  in  commercial  quantities,  the 
lessees  or  assigns  should  have  a  preference  right  "  in  making  new  leases."  Mem- 
bers of  the  Creek  and  Cherokee  Tribes  had  procured  many  leases  from  the  tribal 
authorities.  They  had  asslgne<l  them,  or  part  of  them,  to  other  persons,  usually 
citizens  of  the  United  States.  In  August,  1899,  the  Cudahy  Oil  Co.,  the  Cherokee 
Oil  &  Gas  Co.,  and  Benjamin  D.  Pennington  filed  applications  for  290  leases  of 
640  acres  each  in  the  C^reek  and  Cherokee  Nations,  aggregating  185,600  acres. 
Owing  to  protests  fileii  by  the  tribal  authorities  they  were  not  considereil  for 
some  time.  (See  Inspector's  Report,  1900,  p.  29.)  They  claimed  that  by  reason 
of  the  assignment  to  them  of  tribal,  or  as  they  were  called,  national  leases,  under 
section  13  of  said  act,  they  were  entitled  to  leases  for  the  entire  area  covered 
by  said  tribal  leases  assigned  to  them  by  members  of  the  tribe.  The  area  cov- 
ered by  these  applications  was  then  supposed  to  include  all  lands  In  these  tribes 
or  nations  valuable  for  oil.  These  applications  pended  for  some  time,  and  the 
then  Secretary  of  the  Interior,  Mr.  E.  A.  Hitchcock,  compromised  with  the 
applicants,  and  on  July  10.  1902,  approved  1  lease  in  favor  of  the  Cudahy  Oil 
Co.  and  12  in  favor  of  the  Cherokee  Oil  &  Gas  Co.,  the  latter  covering  7,(500  acres. 
(See  Report  of  Commissioner  of  Indian  Affairs,  1902,  p.  133.)  Coal  and  oil 
leasing  business,  of  course,  was  new  to  the  Interior  Department^  and  the  experi- 
ence of  the  departmental  officers,  in  connection  with  the  leases  In  favor  of  the 
Choctaw,  Oklahoma  &  Gulf  Railway,  the  Cudahy  Oil  Co.,  and  Cherokee  Oil  & 
Gas  Co.  was  of  such  character  as  to  cause  the  Secretary  of  the  Interior  to  change 
his  regulations  requiring  each  applicant  for  the  coal  lease  to  show  that  he  had 
$50,000  cash  on  deposit  for  the  development  of  each  lease,  which  was  later  re- 
duced to  $25,000,  and  also  to  change  his  regulations  governing  oil  leases  so  as  to 
allow  no  person,  company,  or  corporation  an  Interest  In  more  than  4,800  acres  of 
oil  lands  within  the  Indian  Territory. 

CONCLUSION. 

It  will  thus  be  seen  that  the  Secretary  of  the  Interior  years  ago  considered 
the  proposition  of  whether  (540  acres  of  land,  which  was  sufficient  for  coal  and 
other  minerals,  was  sufficient  for  oil  leases,  and  decided  that  it  was  not,  and 
made  the  restriction  4,800  acres  in  the  Five  Civilized  Tribes  in  the  then  Indian 
Territory,  now  the  State  of  Oklahoma. 

This  4,80()-acre  restriction  was  wise.  It  prevented  a  monopoly  and  at  the 
siime  time  permitted  the  smaller  corporations  and  individuals  to  grow  and  to 
compt»te  with  the  established  inten»sts.  Consider  the  great  number  of  inde- 
pendent refineries  and  pipe  lines  in  the  State  of  Oklahoma  at  this  time.  The 
number  of  producers  of  crude  oil  runs  into  hundreds.  These  men  are  all  able 
to  do  business  because  of  the  wisdom  of  the  then  Secretary  of  the  Interior. 

A  restriction  of  640  acres  would  have  prevented  the  exploration  of  tlie  lands 
In  Oklahoma,  as  it  will  prevent  the  exploration  of  the  lands  in  the  United 
States.  As  a  matter  of  fact,  the  restriction  of  (HO  acres  as  contemplated  by 
the  Ferris  bill  is  far  more  of  a  prohibition  to  exploration  and  competition  than 
it  would  have  been  In  Oklahoma.  The  640  acres  provided  for  in  the  Ferris  bill 
is  a  severe  limitation,  which  Is  recognized  for  the  reason  that  the  oil  man  un- 
derstands better  now  the  necessity  for  lai'ger  tracts,  the  cost  of  development, 
and  the  neiresslty  for  capital  in  order  to  operate  an  oil  field. 
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In  otlier  words,  tbe  day  is  past  when  the  oil  men  will  drill  territory  which 
has  no  outlet  or  cliance  of  outlet.         • 

In  the  great  State  of  Wyoming  there  are  structures  which  might  be  profitably 
drilled  lying  many  miles  from  railroad,  pipe  line,  or  refinery.  The  same  condi- 
tions eidst  in  Utah  and  many  other  States  in  the  West.  The  oil  man  must  be 
encouraged  to  open  these  fields. 

In  the  past  few  years  the  writer  has  had  considerable  experience  at  drafting 

contracts  for  the  drilling  of  wildcat  wells  in  Oklahoma,  Kansas,  and  Texas. 

From  this  experience  and  the  general  experience  In  the  oil  business  for  a 

period  of  nearly  14  years,  we  think  it  may  be  safely  said  that  In  order  to  secure 

the  capital  necessary  to  drill  a  test  well  several  thousand  acres  of  leases  must 

be  offered,  the  number  of  acres  being  dependent  upon  the  distance  the  lands  are 

from  development,  the  accessibility,  and  the  possibilities  of  transportation  for 

the  crude  product,  and  the  geological  formations. 

The  writer  knows  of  several  instances  in  which  from  5,000  to  10,000  acres  of 
land  have  l>een  offered  for  drilling  of  a  well,  the  owners  of  the  land  to  receive 
one-eighth  royalty,  etc. 

We  doubt  if  any  oil  man  will  testify  that  for  040  acres  of  land  he  would  go 
into  any  of  the  Western  States  10  or  more  miles  from  production  and  drill  a 
well  that  may  cost  him  $100,000  in  order  to  complete  the  test. 

This  point  covers  our  position — that  Is  to  say,  that  the  reward  to  the  oil 
operator  is  so  small  that  no  Individual  company  will  sufficiently  explore  the 
public  domain  to  occasion  a  benefit  to  the  general  public  by  the  discovery  of 
crude  in  sufiicient  amount  to  affect  the  supply  of  crude. 

Six  hundred  and  forty  acres  in  a  proven  oil  field  is  a  wholly  different  propo- 
sal tion  from  640  acres  in  an  unproven  field.  If  you  want  to  help  the  small 
fellow,  you  must  give  him  a  chance  to  get  together  enough  acreage  to  Justify 
the  advance  of  capital. 

If  you  want  to  benefit  the  oil  Industry,  Increase  the  supply  of  crude  oil,  and 
reduce  the  cost  of  the  refined  product,  you  must  permit  the  oil  companies  to 
grow  and  to  follow  production. 

If  you  force  each  producer  to  refine  and  distribute  the  products  of  his  own 
crude,  you  defeat  the  purpose  of  the  bill,  you  prevent  exploration,  you  Increase 
the  cost  of  production  and  the  cost  of  the  refined  product  to  the  consumer. 

4,800  iiCBES  IN  EACH  STATE. 

Giving  the  producer  a  lease  on  a  reasonable  amount  of  acreage — 4,800  acres 
in  each  State — ^will,  we  sincerely  believe,  be  of  benefit  to  the  whole  people.  We 
do  not  believe  it  wise  to  restrict  the  exploration  of  the  public  domain  by  ter- 
minating a  man's  usefulness  by  limiting  him  to  one  lease  In  the  whole  United 
States. 

We  earnestly  call  the  attention  of  the  committee  to  the  foregoing  remarks^ 
for  the  reason  that  we  believe  from  our  experience  of  many  years,  and  our 
conferences  with  many  oil  men,  that  our  statements  are  not  subject  to  successful 
contradiction. 
Respectfully  submitted. 

Rice  &  Lyons, 

Lawyers,  Tulsa,  Okla. 
Benjamin  F.  Rice, 
New  WUlard  Hotel,  Washington,  D.  C 


Aji  Asoument  as  to  the  Effect  of  the  "  Relief  "  Provisions  and  Certain 
Other  Provisions  Relative  to  the  Disposition  of  the  Oil  Lands  Belonging 
to  the  United  States,  as  Appear  in  Senate  Bill  2812,  Entitled  "A  Bill  to 
Enooubage  and  Pbomote  the  Mining  of  CJoal,  Phosprate,  Oil,  Gas,  Potas- 
siuir,  and  Sodium  on  the  Public  Domain." 

The  writer  has  been  engaged  in  the  practice  of  law  in  the  midcontinent  oil 
field  since  1904,  and  during  that  time  has  represented  a  large  number  of  inde- 
pendent producers  and  refiners  of  crude  oil. 
Dated  this  2d  day  of  January,  1918. 

Rice  &  Lyons, 

Tulsa,  Okla. 
Benj.  F.  Rice, 
New  WUlard  Hotel,  Washington,  D.  C. 
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SENATE    BILL    2912,    A    BILL    TO    ENCOURAGE    AND    PROMOTE    THE    MININO    OF    GOAL, 

PH08FEATE,   OIL,   AND  GA^  ON   THE  PUBLIC  DOMAIN. 

[To  be  voted  upon  Monday,  January  7.] 

The  bill  has  two  objects:  One,  to  lease  the  public  domain  for  the  mining 
of  minerals;  and,  second,  to  grant  relief  to  persons  who  have  entered  on  the 
public  domain  for  the  purpose  of  mining  thereon  and  whose  rights  to  said 
minerals  are,  under  existing  laws,  doubtful. 

In  the  Senate,  on  December  17,  Senator  Borah  said  the  bill  Is  of  tremendous 
moment  to  the  western  people. 

Senator  Kendrlck  says  no  State  will  be  affected  to  a  greater  degi*ee  than 
Wyoming. 

It  deals  with  the  territory  between  the  Missouri  River  on  the  east  and  the 
Pacific  coast  on  the  west — the  entire  Rocky  Mountain  watershed. 

Fifty-seven  million  acres  of  the  most  valuable  territory  In  20  States,  con- 
sisting of  45,000,000  acres  of  coal  lands,  6,000,000  acres  of  oil  lands,  and  hun- 
dreds of  thousands  of  acres  containing  other  valuable  minerals. 

The  bill  defines  the  national  policy  for  the  development  of  these  enormous 
resources. 

Coupled  with  a  program  providing  for  a  radical  change  in  the  policy  of  the 
Government  toward  its  national  resources  are  provisions  giving  "  relief  '*  to 
persons  who  have  entered  on  the  Government  domain,  either  contrary  to  law  or 
whose  rights  imder  existing  law  are  doubtful. 

The  bill  by  reason  of  Its  "relief"  provisions  gives  to  the  Standard  Oil  Co. 
and  Its  subsidiaries  enormous  advantage  over  those  persons  proposing  to  develop 
the  Government  domain  as  provided  by  law  and  as  provided  In  this  bill. 

The  bill  on  this  point  differs  materially  from  the  Ferris  bill,  being  House  bill 
3232. 

Senator  Swanson,  six^nking  in  the  Senate  on  December  17  relative  to  flie 
"  relief  "  measures  of  the  bill,  In  so  far  as  It  affects  certain  naval  reserves,  says : 

"  These  very  men  In  this  naval  reserve  came  to  Congress  and  got  through  what 
is  known  as  the  Pickett  Act.  They  say  that  all  they  ask  is  to  be  allowed  to 
take  care  of  their  cases  under  existing  law.  They  are  not  satisfied  with  exist- 
ing law,  however.  They  come  here  and  want  the  law  changed  so  as  to  give 
about  $100,000,000,  the  value  of  this  property,  to  whom?  The  Standard  Oil 
Co. ;  the  Honolulu  Co.  They  want  to  change  existing  law.  The  Navy  Depart- 
ment has  not  asked  to  have  the  law  changed.  The  Navy  Department  has  not 
asked  them  to  do  anything  but  go  into  the  law  courts  and  cK)ntend  for  what  is 
right  and  just.  This  bill  comes  In  here  and  changes  the  law,  and  gives  these 
people  rights  to  which  they  are  not  entitled  under  existing  law ;  and  they  try 
to  connect  what  tliey  want  with  the  general  policy,  hoping  to  put  It  through 
by  attaching  it  to  a  bill  for  general  relief  outside  of  that. 

"  We  are  not  afraid  of  any  discussion  of  this  measure,  In  Congress  or  else- 
where. We  are  willing  to  have  it  investigated.  It  was  heard  by  the  Naval 
Affairs  Committee.  All  we  ask  Is  that  these  people  may  have  the  rights  to 
which  they  are  entitled  under  existing  law.  Do  not  change  the  law.  Let  them 
go  to  the  courts  and  contend  for  their  rights.  This  bill  comes  In  here  and 
changes  the  law,  and  I  will  tell  you  how  In  one  case  It  will  change  it 

"  It  Is  in  evidence  here  before  the  Naval  Affairs  Committee  t^at  a  prospector 
or  prospectors  from  San  Francisco,  Cal.,  went  to  the  stockyards  In  Chicago  and 
got  39  men,  I  believe,  to  file  claims  under  the  law  as  It  then  stood — all  fraud- 
ulent claims,  mere  dummies.  After  that  title  was  obtained  it  was  sold  to  these 
people.  The  title  to  nearly  two  or  three  thousand  acres  of  the  land  under  this 
reserve  is  in  fraudulent  dummies,  entered  by  men  In  the  stockyards,  who  came 
and  testified  that  they  thought  they  were  signing  an  election  petition. 

"  The  Navy  Department  does  not  ask  any  relief.  It  says,  *  Let  these  people 
have  what  they  are  entitled  to  under  the  law  when  it  was  settled  years  ago.* 
Finding  that  they  can  not  give  what  they  claim  to  be  their  rights  under  the  law 
they  come  in  here  and  want  the  law  changed  so  as  to  turn  over  rights  worth 
about  $100,000,000  to  a  few  private  individuals  that  we  say  under  the  law,  in 
Justice  and  equity,  are  not  entitled  to  It.  Thank  God  you  have  got  a  Secretary 
of  the  Navy  who  has  the  nerve  and  the  zeal  and  the  patriotism  to  stand  here 
for  the  public  interest! 

"  We  have  not  asked  that  this  bill  be  delayed.  We  simply  say  that  we  are 
not  going  to  consent  to  any  unanimous-consent  agreement  by  which  this  bill  \^U 
be  hurried  through  without  a  full  discussion  of  this  matter,  to  the  people  and 
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to  the  Senate,  as  to  Its  provisions  and  the  beneficiaries  of  the  proposed  relief. 
All  we  ask  is  to  let  this  naval  reserve  go  out,  so  as  not  to  retard  and  delay 
this  bill  In  other  phases.  We  will  introduce  a  bill  here  to  bring  relief  and  give 
these  people  every  opportunity  to  have  every  right,  in  court  or  elsewhere,  to 
which  they  are  entitled." 

The  persons  w^ho  are  to  be  given  "  relief  *'  under  the  terms  of  this  Senate  bill 
after  the  naval  reserves  are  stricken  therefrom  are  practically  the  same  per- 
sons who  were  mentioned  by  Senator  Swanson. 

This  pajier  is  prepnretl  on  behalf  of  i)ersons  who  are  interested  in  the  oil  bu!*i- 
ness  and  who  desire  to  aid  in  the  development  of  oil  on  the  public  domain  and 
who  have  at  this  time  actually  engaged  in  the  exploration  of  the  public  domain 
in  the  State  of  Wyoming  and  are  experienced  in  the  oil  business  and  the  refining 
business.  The  persons  in  whose  behalf  the  paper  Is  written  are  in  no  wise 
itmnectecl  with  the  Standard  0\\  Co.  or  any  of  its  subsidiaries  and  are  asking 
no  *'  relief,"  but  are  asking  that  the  bill  be  so  framed  as  to  avoid  conferring 
upcm  the  Standard  Oil  Co.  or  its  subsidaries  or  any  other  company,  an  undue 
advantage. 

Our  objections  to  the  bill  are  as  follows : 
(a)   Section  16  reads  as  follows : 

"  That  upon  relinquishment  to  the  United  States  within  ninety  days  from 

the  date  of  this  act  or  within  ninety  days  after  final  denial  or  withdrawal  of 

application  for  patent,  of  any  claim  or  sulKlivlsion  thereof  asserte<l  under  the 

mining  laws  prior  to  July  third,  nineteen  hundred  and  ten,  to  any  unpatented 

oil  or  p:rs  lands  Included  in  any  order  of  withdrawal  or  within  Naval  Petroleum 

Reser\-e  Numbered  Two,  the  claimant  or  his  successor  in  interest  shall  be 

entitled  to  a  lease  for  each  asserted  mineral  location  of  one  hundred  and  sixty 

acres  or  less  or  any  subdivision  thereof  upon  which  such  claim  is  based  and 

upon   which  said   claimant,   his  predecessors   in   interest,   or   those  claiming 

rhrou^h  or  under  him,  have,  prior  to  the  date  of  this  act,  drilled  one  or  more 

producing  oil  or  gas  wells,  such  lease  to  be  upon  a  royalty  of  one-eighth  of  the 

production  of  oil  or  gas  produced  and  saved  therefrom  after  first  deducting 

from  the  gross  production  such  oil  or  gas  as  may  be  used  in  development  and 

operating  such  land,  and  otherwise  on  the  same  terms  and  conditions  as  other 

oil  and  gas  leases  granted  under  the  provisions  of  this  act :  Provided,  however. 

That  no  claimant  who  has  been  guilty  of  fraud  in  the  location  of  any  oil  claim 

i>r  gas  bearing  lands  shall  be  entitled  to  any  of  the  benefits  of  this  section,  nor 

shall  bis  assignee  be  entitled  thereto  unless  he  afiirmatively  shows  that  prior 

to  the  passage  of  this  act  he  purchased  such  lands  in  good  faith,  for  a  valuable 

conidderation  and  without  actual  knowledge  of  such  fraud:  Provided  further. 

That  upon  the  issuance  of  said  lease  and  prior  to  the  delivery  thereof  the 

applicant  therefor  shall  pay  to  the  United  States  for  one-eighth  of  the  oil  or 

gas  produced  and  saved  from  the  lands  included  in  said  claim  at  the  current 

field  price  at  the  time  of  production,  which  shall  be  in  full  satisfaction  for  all 

oil  or  gas  extracted  from  said  land  prior  to  said  lease:  Provided  further^  That 

all  royalties  received  under  the  provisions  of  this  section  from  said  Naval 

Petroleum  Reserve  Numbered  Two,  whether  in  oil  or  money,  shall  be  delivered 

or  credited  to  the  United  States  Navy :  And  provided  further ,  That  none  of  the 

provisions  of  this  section  or  of  this  act  shall  be  applicable  to  or  affect  lands  or 

minerals  Included  within  the  limits  of  Naval  Petroleum  Reserve  Numbered 

One.  in  the  State  of  California,  or  Naval  Petroleum  Reserve  Numbere<l  Three, 

in  the  State  of  Wyoming :  Provided  further.  That  the  provisions  of  this  section 

phall  be  applicable  In  all  cases  provided  for  herein,  Including  cases  where  court 

actions  have  been  heretofore  commenced  or  may  hereafter  be  commenced  by 

the  United  States  Government  affecting  the  title  to  such  lands  or  the  product 

thereof:  Provided  further.  That  any  bona  fide  occupant  or  claimant  of  oil 

or  gas  bearing  lands  in  the  Territory  of  Alaska,  who  prior  to  withdrawal  had 

complied  with  the  requirements  of  the  mining  laws,  except  as  to  dls(x)very  of 

oil  or  gas  in  wells,  and  who  prior  to  withdrawal  expended  not  less  than  1^1,000 

in  permanent  improvements  on  or  for  each  location,  shall  be  entitled  to  the 

benefits  of  this  section." 

This  section  provides  that  upon  the  withdrawal  of  application  for  patent,  etc.. 
the  claimant  or  his  successor  shall  be  entitled  to  a  lease  for  each  asserted 
mioeral  location  of  160  acres  or  less,  or  subdivision  thereof,  upon  which  claim 
Is  iMised  and  upon  which  said  claimant,  his  predecessors  In  interest,  or  those 
claiming  tbrouf^h  or  under  him,  have,  prior  to  the  date  of  this  act,  drilled  one 
or  more  producing  oil  or  gas  wells. 
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Now,  this  section  gives  to  the  claimant  who  has  entered  on  the  public  domain 
and  whose  rights  are  doubtful,  valid  title  to  every  acre  upon  which  he  is,  at 
the  date  of  the  passage  of  the  bill,  producing  oil  or  gas.  There  is  no  limit  in 
this  section  to  the  number  of  acres  which  any  one  individual  may  thus  have 

validated  to  him. 
The  restrictions  of  section  33  are  not  applicable  to  the  persons  whose  titles 

are  validated  under  this  section. 

"  Sec.  33.  That  no  person,  association,  or  corporation,  except  as  herein  pro- 
vided, shall  be  permitted  to  take  or  hold  any  interest,  as  a  stockholder  or  other- 
wise, In  leases  of  any  one  of  the  deposits  herein  named  and  described,  during 
the  life  of  such  leases,  covering  In  the  aggregate  an  area  greater  than  two 
thousand  five  hundred  and  sixty  acres    *     *    *." 

The  section  gives  without  limitation  "each  asserted  mineral  location,"  and 
the  words  appearing  in  lines  1  and  2,  page  13,  "  otherwise  on  the  same  terms 
and  conditions  as  other  oil  and  gas  leases  granted  under  the  provisions  of  this 
act,"  do  not  in  anywise  restrict  the  amount  of  acreage  which  each  beneficiary 
may  receive  and  do  not  in  anywise  bring  the  "  relief  "  granted  under  the  restric- 
tions of  section  33  of  the  bill. 

In  other  words,  the  Standard  Oil  Co.  and  its  subsidiaries  in  Wyoming  may 
assert  each  n«ineral  location  upon  which  they  have  drilled  an  oil  well,  and,  from 
the  best  information  which  we  are  able  to  obtain,  will,  by  this  bill,  be  granted 
between  ten  and  twenty  thousand  acres  of  the  best  oil  lands  In  Wyoming. 

As  we  understand  the  history  of  the  relief  provisions  of  this  bill,  it  was 
originally  intended  to  give  relief  to  certain  operators  in  the  State  of  Cali- 
fornia. With  the  contentions  of  these  operators  and  their  right  to  relief  we  are 
not  at  this  time  dealing. 

This  section  16  of  the  Senate  bill  differs  materially  from  section  11  of  the 
Ferris  bill  now  pending  in  the  House  in  this,  that  the  House  bill  limits  the 
acreage  which  any  one  individual  may  lease  by  reason  of  the  relief  measures 
of  the  bill  to  a  maximum  area  of  640  acres,  and  we  think  puts  in  force  and 
effect  the  restrictions  provided  for  in  section  33  of  the  Senate  bill,  being  sec- 
tion 22  of  the  Ferris  bill. 

Now,  the  practical  effect  of  granting  to  the  present  claimants  of  lands  in 
Wyoming  all  the  land  now  developetl  by  them,  and  the  relief  granted  in  section 
17  of  the  Senate  bill  and  the  general  benefits  accruing  from  tlie  passage  of 
the  bill,  is  to  give  to  the  claimants  such  an  opening  advantage  in  the  develop- 
ment of  Wyoming  as  to  practically  preclude  actual  competition  with  those 
established  Interests  In  that  State. 

We  are  Informed  that  at  this  time  the  Standard  Oil  Co.  and  Its  subsidiaries 
control  In  the  State  of  Wyoming  four-fifths  of  the  production  of  the  oil  In  that 
State,  or  approximately  20,000  barrels  per  day.  The  oil  protluced  in  that  State 
is  of  high  gravity,  Salt  Creek  producing  oil  from  38°  to  40°  Baum6  and  in 
Grass  Creek  from  46°  to  48*  Baum6,  the  Salt  Creek  oil  selling  for  $1.40  per 
barrel  and  Grass  Creek  oil  selling  from  $1.75  per  barrel,  as  against  the  price 
for  similar  oil  from  $2.50  to  $3.50  per  barrel. 

The  Standard  Oil  Co.  and  its  subsidiaries  now  have  In  Wyoming  a  refinery  at 
Casper  with  an  output  of  20,000  barrels  per  day,  whose  capacity  Is  now  being 
Increased  to  SojOOO  barrels  per  day,  and  also  own  a  large  refinery  at  Grey- 
bull,  Wyo. 

Thes^e  are  the  only  two  refineries  in  the  State  of  Wyoming,  with  the  excep- 
tion of  two  small  topping  plants  at  Cowley  and  Lander  of  only  a  few  hundred 
barrels  capacity. 

The  Standard  controls  all  the  existing  pipe  lines  except  the  small  local  lines 
in  the  Byron  and  Lander  fields. 

The  Standard  has  two  lines  from  Salt  Creek  to  Casper,  one  from  Big  Muddy 
field  to  Casper,  one  from  the  Grass  Creek  field  to  GreybuU,  one  from  Elk  Basin 
field  to  Frannie,  and  one  from  the  Torchlight  field  to  Greybull.  They  are  con- 
structing a  line  from  Elk  Basin  to  Greybull,  and  lines  are  being  constructed 
from  Pilot  Butte  to  Barnesville  and  from  Lost  Soldier  to  Fort  Steele. 

The  exact  extent  of  the  oil  lands  the  Standard  and  Its  subsidiaries  control 
In  Wyoming  is  difficult  to  estimate,  but  they  will,  with  the  passage  of  this  bill 
In  its  present  form,  control  all  the  larger  so  far  proven  fields,  and  under  the 
terms  of  the  bill  will  acquire  rights  to  several  thousand  acres  of  undeveloped 
lands,  and  if  section  17  passes  in  its  present  form,  unrestricted  by  the  pro- 
visions of  section  33  (both  of  the  Senate  bill),  the  rights  conferred  on  them  by 
the  bill  to  undeveloped  lands  will  preclude  any  form  of  competition. 


t 


OIL  LEASING  LANDS.  153 

The  relief  features  of  the  bill  practically  nullify  the  intent  of  Congress 
to  permit  tlie  smaller  oil  operators  to  engage  in  the  oil  business,  and  confirm 
in  the  greatest  monopoly  In  America  the  production  of  the  richest  area  of 
the  public  domain. 

The  bill  blocks  any  chance  for  real  competition  to  establish  itself  In  the 
western  fields  and  become  of  sufficient  magnitude  to  endanger  the  Standard 
monopoly. 

The  bill  confirms  in  the  Standard  and  Its  subsidiaries  from  ten  to  twenty 
thousand  acres  of  producing  lands,  all  of  the  known  proven  lands  upon  which 
any  claims  have  been  made  and  certain  work  done,  and  the  other  benefits 
of  the  bill,  and  prevents  anyone  else  from  acquiring  directly  or  indirectly, 
not  only  in  the  State  of  Wyoming,  but  In  the  cfntlre  West,  from  the  Canadian 
border  to  the  Mexican  lands,  any  larger  acreage  of  the  hundreds  of  millions 
of  acres  of  public  lands  than  2,500  acres.  And  even  the  acquiring  of  this 
2,560  acres  is  made  extremely  contingent  because  the  small  operator  after 
discovering  oil  has  to  bid  against  the  established  interest  in  order  to  retain 
the  full  benefits  of  his  discovery. 

The  western  Senators  are,  of  course,  familiar  with  the  risks,  work,  and 
stress  of  exploring  the  great  undeveloped  lands  of  the  West.  To  an  extent 
they  Fealize  what  it  means  to  prospect  for  oil  In  those  regions — to  haul  out  rig 
timbers,  tons  of  casing,  boilers,  tools,  fuel,  and  often  even  water,  frequently 
many  miles  from  the  nearest  railroad,  and  then  drill  a  test  for  oil,  and  usually 
8  deep  test,  costing  many  thousands  of  dollars.  If  the  person  who  has  under- 
$!one  this  labor  and  made  this  expenditure  is  lucky,  he  finds  oil.  This  oil  is 
utterly  valueless  unless  It  can  be  shipped.  The  crude  is  ordinarily  transported 
through  a  pipe  line  to  a  refinery. 

In  Wyoming  this  discoverer  must  turn  his  oil  to  the  Standard  for  such 
price  as  they  see  fit  to  give  him,  must  await  their  pleasure  or  convenience  be- 
fore he  can  be  repaid  for  his  expenditures,  and  is  unable,  from  a  practical 
standpoint,  to  help  himself  unless  his  tract  produces  oil  in  quantities  far  beyond 
the  extent  to  which  oil  is  ordinarily  found  in  the  United  States.  In  other  words, 
the  producer,  unless  hs  tract  Is  extremely  rich,  can  not  afford  to  lay  a  pipe 
line  or  build  a  refinery.    The  best  he  can  do  Is  to  sell  his  oil  to  the  Standard. 

That  the  prospector  finding  oil  can  not  compete  with  the  Standard  and  can 
not  build  his  own  pipe  line  or  his  own  refinery  Is  further  prohibited  by  section 
^  of  the  bill,  which  is  as  follows : 

"Sec.  34.  That  no  person,  association,  or  corporation  holding  a  lease  under 
fhe  provisions  of  this  act  shall,  except  as  herein  provided,  hold  any  Interest, 
'lirect  or  Indirect,  In  any  agency,  corporate  or  otherwise,  engaged  in  the  resale 
^^  coal,  phosphate,  oil,  gas,  potassium,  or  sodium  purchased  from  such  lessee. 
•^r  enter  into  any  arrangement,  agreement,  or  other  device  to  enhance  the 
price  of  such  minerals,  or  products,  and  any  violation  of  the  provisions  of  this 
section  shall  be  ground  for  the  forfeiture  of  the  lease  or  Interest  held. 

"That  any  person  who  shall  purchase,  acquire,  or  hold  any  Interest  In  leases 
of  any  one  of  the  deposits  herein  named  and  described,  except  as  herein  pro- 
vided, or  who  shall  knowingly  purchase,  acquire,  or  hold  any  stock  in  a  corpo- 
^tion  having  an  interest  in  two  or  more  such  leases,  except  as  herein  provided, 
^^  who  shall  knowingly  sell  or  transfer  to  one  disqualified  to  purchase,  or, 
f^cept  as  in  this  act  specifically  provided,  disqualified  to  acquire  any  such 
interest  shall  be  deemed  guilty  of  a  felony,  and  upon  conviction  shall  be  pun- 
'«»ed  by  imprisonment  for  not  more  than  three  years  and  by  a  fine  not  exceeding 
".000. 

'*That  any  director,  trustee,  oflicer,  or  agent  of  any  corporation  holding  any 
jjiterest  in  such  a  lease  who,  on  behalf  of  such  corporation,  shall  knowingly  par- 
"cipate  in  the  purchase  of  any  interest  'n  another  lease  of  the  same  substance 
<^Meposit  which  such  corporation  is  disqualified  to  take  or  to  hold  or  In  the 
^ie  or  transfer  of  any  such  interest  in  any  lease  for  the  same  substance  or 
ji^sit  held  by  such  a  corporation  to  any  corporat'on  or  individual  holding  any 
Jjiwest  in  any  similar  lease  under  this  act,  except  as  herein  authorized,  shall 
^  ^Ilty  of  a  felony  and  shall  be  subject  to  Imprisonment  for  a  term  of  not 
^^Ing  three  years  or  a  fine  of  not  exceeding  $1,000.  or  both." 
^^m  a  practical  standpo'nt,  under  the  provisions  of  this  section  34,  the  suc- 
Sp^J  prospector  on  the  public  domain  may  not  install  a  pipe  line  or  a  refinery. 
^Ws  provision  says  that  no  person  holding  a  lease  under  the  provisions  of  the 

p?^^  liave  any  Interest  in  any  agency  engaged  in  the  resale  of  o'l. 
fiftM  ^  pipe  line  In  the  United  States  which  is  a  public  carrier  buys  oil  at  the 
"^a  of  production  and  sells  it  at  the  refinery. 
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Practically  every  refiner  In  the  United  States  buys  oil  at  the  field  of  produi 
tlon,  refines  it,  and  sells  It 

The  refinery  and  the  pipe  line  are  both,  to  an  extent  sufficient  to  bring  thei 
under  the  terms  of  this  act,  agencies  engaged  in  the  resale  of  oil. 

It  is  frequently  said  that  legislation  is  necessarily  the  result  of  compromlsi 
and  we  have  no  desire  to  block  legislation  of  this  importance.  Our  only  desii 
is  to  secure  a  fair  and  just  bill,  which  will  permit  the  smaller  operators  1 
engage  in  the  exploration  of  tlie  public  lands  for  oil  and  in  due  course  t 
compete  fairly  and  Justly  with  the  larger  companies. 

We  submit  that  if  the  present  claimants  who  are  relying  upon  this  bill  fc 
relief  are  limited  in  their  demands,  compensated,  if  necessary,  where  they  hat 
expended  moneys,  as  provided  in  the  last  paragraph  of  section  17  of  the  Sena^ 
bill,  right  and  justice  will  be  done  and  the  public  domain  will  be  explored  t 
the  benefit  of  all  of  the  citizens  of  the  United  States. 

We  submit  that  section  16  should  be  amended  so  as  to  give  full  force  ani 
eifect  to  section  33  of  the  Senate  bill,  and  to  limit  the  acreage  which  the  claln 
ants  may  acquire  to  160  acres.  The  balance  of  the  acreage  to  which  claims  ai^ 
made  to  come  under  the  general  terms  of  the  bill,  subject  to  the  right  of  th 
claimant  to  be  compensated  for  proper  expenditures  made  by  him. 

We  submit  tliat  section  17  should  be  stricken  and  the  claimants  therein  b 
compensated,  as  provided  in  the  last  paragraph  of  said  section  17. 

If  the  existing  interests  are  limited,  as  here  suggested,  the  prospector  ma; 
go  upon  the  public  domain  with  a  feeling  that  he  has  the  same  rights  ani 
privileges  of  others,  and  that  his  rights  will  be  rejected  by  h!s  competltoii 
and  that  his  discoveries  will  be  compensate<l  for  in  the  ordinary  course  0 
business  at  a  proper  and  suitable  price. 

The  persons  seeking  relief  will  he  rewarded  fairly  and  justly  and  fully  cod 
pensated  for  their  expenditures.  The  dignity  of  the  law  will  be  upheld  and  thi 
violators  of  the  law  will  not  be  rewarded  at  the  exi)ense  of  law-abiding  citizens 

We  again  wish  to  call  attention  to  section  34 : 

"  Sec.  34.  That  no  person,  association,  or  corporation  holding  a  lease  undej 
the  provisions  of  this  act  shall,  except  as  herein  provided,  hold  any  interest 
direct  or  indirect,  in  any  agency,  corporate  or  otherwise,  engaged  in  the  re 
sale  of  coal,  phosphate,  oil,  gas,  potassium,  or  sodium  purchased  from  sue! 
lessee,  or  enter  Into  any  arrangement,  agreement,  or  other  device  to  enhance  th< 
price  of  such  minerals,  or  products,  and  any  violation  of  the  provisions  of  thii 
section  shall  be  ground  for  the  forfeiture  of  the  lease  or  interest  held. 

"  That  any  person  who  shall  purchase,  acquire,  or  hold  any  interest  in  lease 
of  any  one  of  the  deposits  herein  named  and  described,  except  as  herein  pro 
vided,  or  who  shall  knowingly  purchase,  acquire,  or  hold  any  stock  in  a  cor 
poratlon  having  an  interest  in  two  or  more  such  leases,  except  as  herein  proi 
vided,  or  who  shall  knowingly  sell  or  transfer  to  one  disqualified  to  purchase 
or,  except  as  in  this  act  specifically  provided,  disqualified  to  acquire,  any  sucli 
Interest,  shall  be  deemed  guilty  of  a  felony,  and  upon  conviction  shall  be  pun- 
Ished  by  Imprisonment  for  not  more  than  three  years  and  by  a  fine  not  exceeding 
$1,000. 

"  That  any  director,  trustee,  officer,  or  agent  of  any  corporation  holding  any 
interest  in  such  a  lease  who,  on  behalf  of  such  corporation,  shall  knowingly 
participate  in  the  purchase  of  any  interest  in  another  lease  of  the  same  sub- 
stance or  deposit  which  such  corporation  is  disqualified  to  take  or  to  hold  or  in 
the  sale  or  transfer  of  any  such  Interest  In  any  lease  for  the  same  substance  or 
deposit  held  by  such  a  corporation  to  any  corporation  or  individual  holding  any 
interest  in  any  similar  lease  under  this  act,  except  as  herein  authorized,  shall 
be  guilty  of  a  felony,  and  shall  be  subject  to  imprisonment  for  a  term  of  not 
exceeding  three  years  or  a  fine  of  not  exceeding  $1,000,  or  both." 

THE  BESALE  OF  OIL. 

No  person  holding  a  lease  under  the  provisions  of  this  act  shall,  except  as 
herein  provided,  hold  any  Interest  in  any  agency  engaged  In  the  resale  of  oil. 

We  ask  the  lawyers  in  the  Senate  to  consider  what  construction  the  courts  of 
the  land  would  naturally  place  upon  this  provision. 

It  must  be  admitted  that  the  pipe  line  purchasing  the  crude  product  In  tbe 
field  and  selling  it  at  the  refinery  is  engaged  in  the  resale  of  oil ;  admit  that  the 
refiner,  going  out  into  the  field  of  oil  and  buying  oil,  transporting  It  through  a 
common  carrier  to  its  refinery,  and  there  refining  the  oil  and  offering  the  reflne^I 
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>rodact  for  sale  throngb  its  various  branches,  is  engaged  In  the  resale  of  oil. 
Sow,  under  the  terms  of  this  section  34,  no  person  holding  a  lease  can  operate  a 
rfpe  line  or  can  operate  a  refinery. 

We  understand  that  the  object  of  the  bill  is  to  attempt  to  divorce  the  produc- 
loD  of  oil  from  the  transportation  of  oil  and  from  the  refining  of  oil,  but  are 
hese  businesses  susceptible  of  separation?  Are  they  not  In  measure  bound  to- 
jether? 

We  can  see  from  a  practical  standpoint  how  the  pipe  line  transporting  the 
nide  could  he  separate  from  the  producing  and  refining  end  of  the  business. 

In  other  words,  the  pipe-line  company  can  buy  the  oil  in  the  field  and  trans- 
)OTi  it  and  sell  it  to  the  refiner,  or  the  refiner  could  buy  the  oil  in  the  field  and 
ransport  it  from  the  field  to  its  refinery  and  pay  the  pipe  line  for  that  service, 
rat  the  refiner  must  necessarily  either  own  the  production,  or  buy  it,  and  gen- 
fally  must  l>oth  own  and  buy,  in  order  to  transact  business. 

The  holder  of  a  lease  under  the  bill  may  not  engage  in  the  refining  business 
lecause  he  Is  prohibited  from  holding  any  interest  In  an  agency  engaged  in  the 
"esale  of  the  oiL 

It  is  possible  to  read  section  34  to  the  effect  that  if  the  producer  has  sufllclent 
nl  from  his  lease  to  justify  him  In  the  installation  of  a  refinery,  he  might  build 
I  refinery  and  sell  his  own  oil,  but  he  could  not,  under  the  terms  of  this  act, 
mild  a  refinery,  utilize  his  own  oil  so  far  as  that  went,  and  buy  other  oil  in 
vder  to  make  out  the  needs  of  his  refinery,  because  he  would  then  hold  an  in- 
srest  In  an  agency  engaged  In  the  resale  of  the  oil.  That  is,  his  refinery  would 
my  the  crude,  refine  It,  and  resell  it 

We  understand  that  it  Is  not  the  Intent  of  the  Senate  to  prohibit  the  installa- 
iioQ  of  r^neries  by  holders  of  leases  on  the  public  domain,  but  It  Is  their 
ntent  to  prevent,  so  far  as  possible,  any  agreement,  arrangement,  or  other  de- 
rice  to  enhance  the  price  of  oil  or  of  its  products. 

We  submit  that  the  section  can  be  amended  so  a.s  to  permit  the  installation 
if  refineries  and  at  the  same  time  retain  in  Congress  sufficient  authority  to 
prevent  any  arrangement  or  agreement  wliich  will  control  the  price  of  the 
nineral  or  Its  product. 

The  next  provision  of  the  bill  to  which  we  desire  particularly  to  call  attention 
s  the  limit  of  area  which  any  one  individual  (except  those  granted  relief)  may 
ibtain. 

The  bill  provides  that  the  qualified  applicant  may  obtain  a  prospecting 
^rmit  upon  not  to  exceed  640  acres  of  land  if  the  same  Is  within  20  miles  of 
u>y  producing  oil  or  gas  w^ell,  nad  not  to  exceed  2,560  acres  If  the  same  is 
fltnated  over  20  miles  from  any  producing  oil  or  gas  well. 

It  further  provides  that  upon  establishing  to  the  satisfaction  of  the  SecreUiry 
rf  the  Interior  that  oil  or  gas  has  been  discovered,  the  permittee  shall  be 
^titled  to  a  patent  for  one-fourth  of  the  land  embraced  in  the  prospecting 
?eniiit--that  is,  one-fourth  of  640  acres,  or  160  acres — If  the  same  Is  within  20 
miles  of  a  producing  well,  or  one-fourth  of  2,560  acres,  or  640  acres,  If  the  lands 
^  situated  over  20  miles  from  a  producing  well. 

In  addition  thereto,  after  this  discovery  has  been  made,  the  balance  of  the 
lands  held  under  his  original  permit  are  put  up  for  lease  to  the  highest  bidder, 
the  leases  to  be  for  a  period  of  10  years  with  a  preferential  right  of  the  lessee 
to  renew  the  same  for  a  second  period  of  10  years. 

The  successful  prospector  thus  obtains  as  a  reward  for  his  industry  a  patent 
^or  160  acres  if  the  lands  are  within  20  miles  of  a  producing  well,  or  a  patent 
for  640  acres  if  situated  over  20  miles,  and  a  right  to  bid  for  a  lease  on  not  to 
fxceefl  2,560  acres  of  land.  The  reward  Is  from  a  practical  standpoint  the 
amount  of  lands  patented  to  the  discoverer,  and  If  the  160  acres  so  obtained  be 
in  a  developed  field  the  reward,  so  far  as  the  individual  prospector  Is  concerned, 
'^'H  probably  be  commensurate  with  the  energies  expended. 

In  the  matter  of  the  patent  for  640  acres  of  lands  lying  more  than  20  miles 
from  the  field,  the  question  of  the  value  of  the  reward  is  more  serious  and  is 
Jependent  upon  the  richness  of  the  find,  because  if  the  find  be  not  extremely 
rtch,  under  the  terms  of  the  bill  the  prospector  Is  helpless.  He  must  await  the 
pleasure  of  established  interests.  However,  we  are  not  contending  that  the 
feward  to  the  prospector  is  too  small.  We  are  contending  that  from  a  point  of 
^nservatism  and  the  encouragement  of  competition  the  acreage  which  may  be 
fittl^lred  by  any  person  under  the  bill  Is  too  small.  The  writer  has  been  in  the 
'/klahoma  fields  since  1904  and  has  seen  the  industry  grow  until  Its  magnitude 
^nsurpassed  In  the  world.  The  wisdom  of  the  then  Secretary  of  the  Interior, 
^^etary  Hitchcock,  led  him  to  prescribe  that  no  person  could  acquire  In  the 
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Five  Civilized  Tribes,  to  wit,  Choctaw,  Chickasaw,  Cherokee,  Creek,  and  Semi- 
nole Nations,  more  than  4,800  acres  of  restricted  lands — that  is  to  say,  lands 
which  the  Government  controlled  for  tlie  benefit  of  the  Indians. 

A  further  restriction  prohibited  any  person  from  holding  more  than  4,800 
acres  of  land  in  the  Osage  Nation.  The  wisdom  of  this  restriction,  so  far  as 
permitting  the  small  oil  man  to  go  in  business  in  the  State  of  Oklahoma,  is 
unquestioned.  Without  some  such  restriction  the  greater  interests  would  have 
gobbled  the  whole  territory.  As  it  is  to-day  there  are  hundreds  of  independent 
oil  operators  in  Oklahoma,  hundreds  of  refiners  actually  engage<l  in  the  refining 
of  the  crude  product,  many  pipe  lines,  many  casing-heud  gas  plants  for  the 
making  of  gasoline  from  the  gas  proiluced  in  oil  wells,  and  the  business  of 
producing  and  refining  oil  is  on  n  fairly  competitive  basis,  and  a  field  has  been 
open  to  the  endeavor  of  the  persons  possessing  the  perseverence  and  energj- 
to  enter  on  it 

We  are  therefore  of  the  opinion  that  a  restriction  in  the  amount  of  the 
acreage  that  any  one  individual  may  obtain  is  proper. 

However,  it  must  be  borne  in  mind  that  business  conditions  change ;  that  tlie 
business  affairs  of  12  or  15  years  ago  are  not  the  business  affairs  of  to-day. 
At  the  time  of  the  establishment  of  the  4,800-acre  regulation,  the  provi- 
sions prohibiting  the  holdings  of  stock  interests  as  provided  in  section  33  of 
the  Senate  bill  were  not  burdensome,  becau.se  the  corporations  engaged  in  the 
business  were  small,  their  stockholders  were  few,  and  were  generally  composed 
of  actual  producers  or  the  persons  putting  up  money  for  the  exploration  of  the 
lands.  Later  these  businesses  expanded,  and  in  due  time  the  stockholder  of  one 
concern,  In  the  carrying  on  of  his  ordinary  business  affairs,  became  the  stock- 
holder in  other  concerns. 

For  example,  a  stockholder  in  Sinclair  might  well  be  a  stockholder  in  Cosden, 
etc.  The  Department  of  the  Interior  then,  to  meet  this  condition,  and  at  the 
same  time  to  prevent  the  monopoly  of  the  restricted  acreage  by  any  one  con- 
cern, adoped  to  an  extent  a  plan  permitting  the  interlocking  ownership  of  stock, 
so  long  as  that  ownership  did  not  In  any  way  control  the  management  of  either 
corpora ti(m  in  which  the  stockhohler  was  Interested. 

We  mention  this  point  because  we  do  not  believe  that  section  33  of  the  bill 
is  practical  in  that  it  prohibits  the  formation  of  any  large  (Corporation  to  compete 
with  the  Stundurd  and  its  subsidiaries,  because  the  corporation  proposing  to 
compete  is  weakened  by  the  fact  that  under  the  provisions  of  the  section,  one 
of  its  stockholders,  by  acquiring  an  Interest  In  a  company  holding  another  lease 
under  the  terms  of  the  bill,  could  cause  the  forfeiture  of  the  lea.se  forming  the 
basis  of  the  assets  of  the  company. 

We  submit  that  this  provision  should  receive  attention  and  probably  could 
be  so  amended  that  stock  Interests  not  affecting  the  control  of  the  corporation 
or  corporations  should  not  be  Included  thei*eln. 

Now,  as  to  the  acreage  which  any  one  Individual  may  hold — the  4,800-acre 
restriction,  as  you  will  note,  was  not  applicable  to  the  whole  United  States — 
was  not  applicable  to  the  whole  State  of  Oklahoma,  was  not  applicable  to  the 
w^hole  of  Indian  Territory,  but  was  applicable  only  to  the  Five  Civilized  Tribes 
on  the  one  hand,  the  Osage  Nation  on  the  other,  and  was  not  applicable  to  the 
Otoe  and  other  tribes,  each  having  its  own  limitations.  The  result  was  that 
If  a  man  was  successful  In  the  production  of  oil  In  the  Five  Civilized  Tribes 
he  could  acquire  acreage  in  the  ()sage,  in  the  Otoe,  or  In  the  other  nations,  but 
the  total  amount  of  acreage  that  he  could  acquire  was  limited,  and  properly 
limited. 

Now,  under  the  terms  of  the  Senate  bill  imder  discussion,  the  prospector  is 
limited  not  to  2,560  acres  in  any  one  area,  not  to  2,560  acres  in  any  one  State, 
but  to  2,560  acres  in  the  whole  United  States,  and  with  this  small  acreage 
he  must  compete  wltli  established  interests,  and  this  acreage  and  the  short 
term  of  the  lease,  leads  to  unnecessary  expenditures  In  •drilling,  thus  increasing 
the  cost  of  development  and  operation,  leads  to  waste,  and  prevents  any  lease- 
holder from  becoming  large  enough  (unless  his  lease  should  be  rich  beyond 
belief)  to  compete  successfully  with  established  interests. 

It  is  submitted  that  the  bill  should  restrict  prospectors  to  a  given  area  of,  say. 
4,800  acres  in  certain  areas  of  probable  oll-bearlng  lands,  with  a  maximum 
restriction  of  9,600  acres  in  any  State.  On  this  question  of  the  area  which 
any  prospector  should  be  permitted  to  acquire,  further  remarks  will  be  sub- 
mitt^. 

Respectfully, 

Rice  &  Lyons, 
Lawyers^  Tulsa,  Okla, 
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Mr.  Lenroot.  You  Y^ill  be  here  constantly  during  the  hearings,  will 
jou? 

Mr.  Rice.  I  wanted  to  go  away  this  week,  if  I  could,  Mr.  Lenroot, 
but  I  will  stay  if  necessary. 

Mr.  Lexkoot.  I  would  like  to  ask  you  some  questions  upon  a  phase 
of  the  matter  that  I  am  not  prepared  to  pursue  this  morning. 

Mr.  Bice.  Very  will ;  I  will  be  here. 

The  Chairman.  I  have  some  matters  that  I  would  like  to  take  up 
later  also. 

Mr.  Taylor.  I  would  like  to  say  in  that  connection  that  I  think 
ifr.  Rice's  statements  concerning  the  desirability  of  an  excess  quan- 
tity of  land  represents  very  largely  the  sentiment  of  the  Wyoming 
and  Colorado  people. 

Mr.  Lenroot.  I  wanted  to  ask  some  questions  along  that  line. 

Mr.  Taylor.  All  the  communications  nearly  that  1  get  are  very 
insistent  upon  allowing  greater  territory  in  entirely  unexplored 
country.  They  feel,  as  Mr.  Rice  has  said,  that  640  acres  is  not  going 
to  produce  any  development — ^in  fact,  will  prevent  it.  We  ought  to 
give  them  more  possibilities  to  expand. 

Mr.  Lenroot.  Mr.  Rice,  did  I  understand  you  to  say  that  in  your 
opinion  if  the  area  is  increased  to  2,560  acres  that  that  would  be  suf- 
ficient to  warrant  the  establishment  of  a  refinery  by  the  claimant  ? 

Mr.  Rice.  Yes,  sir;  ordinarily.  When  we  go  into  wildcat  territory 
we  receive  leases  from  2,000  to  10,000  acres,  and  we  go  in  there  on 
the  theory  that  if  we  strike  oil  that  is  a  sufficient  acreage  to  justify  us 
in  installing  a  pipe  line,  etc.,  if  it  turns  out  well.  In  Texas  we  have 
drilled  4,000  feet  on  an  8,000-acre  block  and  didn't  get  anything.  Li 
Oklahoma,  on  the  other  hand,  we  drilled  2,000  acres  and  got  some 
oil. 

Mr.  Lenroot.  Well,  knowing  the  oil  situation  as  you  do,  is  there 
any  probability  that  upon  any  prospective  permit  of  2,560  acres  that 
all  oi  that  area  would  develop  into  proven  territory  ? 

Mr.  Rice.  I  might  say  that  no  such  possibility  exists. 

Mr.  Lenroot.  You  say  that  your  minimum  acreage  for  a  refinery  is 
2,000  acres.  Then,  even  2,560  acres,  with  the  probability  of  it  not  all 
being  proven  territory,  will  not  warrant  the  establishment  of  a  re- 
finery ? 

Mr.  Rice.  No,  sir ;  but  what  I  mean  to  say  is,  you  take  a  territory 
which  the  oil  geologist  says  is  likely  to  produce  oil,  and  you  get  2.560 
acres  on  that  dome,  as  we  call  it,  and  it  does  ordinarily  produce  oil — 
produce  oil  in  ordinary  quantities — ^2,560  acres  will  probably  give  you 
enough  so  that  you  can  go  ahead  and  develop  the  territory  and  get 
transportation  and  refineries  in  shape. 

Mr.  Lenroot.  Are  you  familiar  with  the  California  fields? 

Mr.  Rice.  No,  sir. 

Mr.  Lenroot.  Are  you  familar  with  the  California  refineries? 

Mr.  Rice.  Not  to  any  extent ;  no,  sir. 

Mr.  Lenroot.  Is  it  a  fact  that  there  are  a  large  number  of  re* 
fineries  in  the  California  field,  other  than  Standard  refineries? 

Mr.  Rice.  Yes,  sir;  I  think  there  are  about  40  refineries  in  Cali- 
fornia. 

47476—18 ^11 
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Mr.  Lenroot.  That  being  true  in  California,  is  there  any  reason 
to  think  that  the  same  thing  would  not  be  true  in  Wyoming,  with 
the  field  beingdeveloped? 

Mr.  Rice.  Well,  the  only  thing  against  that  is  that  the  Standard 
now  has  in  Wyoming  two  refineries  and  has  four-fifths  of  the  pro- 
duction, and  they  are  in  pretty  good  shape.  Now,  if  you  limit  the 
other  fellow  in  tnere  so  he  can't  ever  get  into  business,  he  can't  com- 
pete in  Wyoming. 

Mr.  Lenroot.  Well,  do  you  mean  by  that  that  the  Standard  in 
Wyoming  is  controlling  production? 

Mr.  Rice.  I  think  the  Standard  in  Wyoming  has  about  four-fifths 
of  the  production ;  yes,  sir. 

Mr.  Lenroot.  And  that  is  not  true  of  California? 

Mr.  EiCE.  No,  sir;  California,  as  I  understand  it,  has  been  held 
in  very  good  shape  by  reason  of  the  fact  that  the  independent  indus- 
tries have  grown  so  that  the  Standard  could  not  control  the  situation. 

Mr.  Lenroot.  Has  your  concern  a  refinery  in  Wyoming? 

Mr.  EiCE.  No,  sir;'  we  have  nothing  in  Wyoming  except  a  few 
leases  on  some  patented  land.  We  have  a  field  staff  there,  quite  a 
large  one,  with  offices  in  Cheyenne,  and  so  forth,  investigating  the 
country,  but  we  have  made  no  investment. 

Mr.  Lenroot.  Are  there  any  independent  refineries? 

Mr.  Rice.  I  understand  there  are  two,  what  they  call  "topping" 
plants,  of  a  few  hundred  barrels  a  day  capacity  only. 

Mr.  Lenroot.  Now,  as  I  understand,  you  maintain  that  a  claimant 
should  have  a  right  to  lease  the  entire  2,560  acres? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  Tjease  all  of  the  area  included  in  his  prospecting 
permit? 

Mr.  Rice.  Yes,  sir;  and  that  that  one  lease  should  not  be  his  limit 
in  the  whole  United  States;  and  if  you  decide  that  is  enough  for  any 
man  to  have  in  any  State,  he  ought  to  be  able  to  go  to  another  State. 
As  a  matter  of  fact,  I  think  he  ought  to  be  limited  to  certain  areas 
in  each  State. 

Mr.  Lenroot.  In  your  opinion,  in  any  legislation  which  was  en- 
acted, should  the  policy  of  rewarding  the  man  who  goes  into  wildcat 
territory  and  develops  oil  be  pursued  as  a  correct  policy  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  And  you  think  the  royalty  should  be  less  because  of 
that  fact? 

Mr.  Rice.  Yes,  sir.  Well,  I  don't  think  the  royalty — ^if  you  are 
going  to  have  a  lease,  an  eighth  royalty  is  small  enough  and  large 
enough,  ordinarily.  An  eighth  royalty  is  no  particular  objection. 
I  wouldn't  ask  for  a  lease  for  less  than  an  eighth  royalty. 

Mr.  Lenroot.  Would  you  say  that  a  lease  at  an  eighth  royalty  in 
pure  wildcat  territory  is  proper,  but  when  that  territory  becomes 
proven,  where  there  is  less  hazard,  that  the  royalty  should  still 
be  one-eighth? 

Mr.  Rice.  No,  sir;  I  don't  contend  that. 

Mr.  Lenroot.  But  if  your  theory  should  be  adopted,  that  we  have 
a  uniform  rate  of  royalty  for  the  whole  2,560  acres,  what  opportunity 
would  there  be  to  either  reward  the  claimant  upon  the  one  hand  or 
secure  the  value  of  the  oil  to  the  Government  upon  the  other — the 
value  of  the  lease  ? 


OIL  LEASING  LANDS.  159 

Mr.  Kic£.  Well,  I  don't  object  at  all  to  a  ^duated  scale  of  royalty. 
We  have  had  that  up  off  and  on  with  the  Interior  Department. 

Mr.  Lenroot.  This  don't  go  to  the  graduated  scale.  This  goes  to 
the  proposition  of  a  low  roysuty  in  the  case  of  the  man  who  makes  the 
first  discovery,  thus  rewarding  him  for  his  discovery,  but  a  higher 
royalty  upon  leases  made  where  discovery  has  been  made  in  that 
geological  structure. 

Mr.  KiCB.  There  is  nothing  unfair  in  that,  Mr.  Lenroot, 

Mr.  Lenroot.  Well,  is  it  your  position  then  that  in  a  prospecting 
permit  of  2,560  acres  the  Secreary  should  be  at  liberty  to  exact  such 
royalty  as  he  might  think  just? 

Mr.  KiCE.  Well,  I  think  that  is  all  right,  but  that  royalty  ought  to 
be  fixed  either  when  the  lease  is  granted,  or  for  a  definite  period,  be- 
cause anybody  engaged  in  the  refming  of  oil  ought  to  know  how  much 
his  oil  is  going  to  cost  him;  and  if  they  can  change  it  during  the 
course  of  production  it  might  upset  all  his  contracts. 

Mr.  Lenroot.  Now,  assuming  that  here  are  two  prospecting  per- 
mits adjoining  each  other — and  I  think  under  both  bills  they  have  a 
period  of  two  years  in  which  to  make  discovery—one  prospecting 
permit  is  given  to  A  and  another  to  B.  A  proceeds  vigorously  upon 
his  permit  and  may  make  discovery  ri^ht  along  the  line  of  B's  prop- 
erty. B  may  have  done  little  or  nothmg,  or  merely  enough  to  keep 
his"  prospecting  permit  alive.  Now  under  your  theory  B  would  get 
a  lease  on  a  royalty  upon  the  theory  of  reward,  where  A,  who  has 
taken  all  the  hazards,  had  to  pay  as  high  a  royalty  as  B.  Do  you 
think  that  is  fair? 

Mr.  Rice.  Well,  the  man  who  has  gone  ahead  and  developed  his 
land  would  draw  enough  oil  from  the  other  fellow  to  make  up  the 
difference. 

Mr.  Lenroot.  On  2,560  acres  with  one  well?  You  wouldn't  say 
that,  would  you — one  well  that  was  enough  to  make  discovery  ? 

Mr.  KiCE.  Well,  one  well — I  don't  think  there  would  be  any  prac- 
tical way  out  of  that.  If  you  leased  the  dome,  and  there  was  enough 
acreage  on  that  dome  so  as  to  give  to  four  men  prospecting  permits 
of  equal  value,  whoever  went  ahead  would  get  his  oil  and  develop 
for  tiie  others.  The  probabilities  are  there  wouldn't  be  that  much 
acreage  on  the  dome  that  was  any  good. 

Mr.  Lenroot.  Wouldn't  it  be  perfectly  practical  under  the  House 
scheme  that  we  would  save  the  other  three-fourths  of  the  area  to 
be  leased  on  competitive  bidding,  the  Government  getting  such 
royalty  as  it  ought  to  get  where  the  territory  was  proven? 

Mr.  BiGB.  It  might  be.  I  think  that  would  make  a  mass  of  ad- 
ministration, though.  I  think  that  the  royalty  ought  to  be  fixed 
when  they  start  out,  and  then  changed  if  they  want  to  on  notice. 

Mr.  Lenroot.  Then  it  is  your  idea,  is  it,  that  we  should  provide 
the  same  royalty  for  a  man  who  spends  hundreds  of  thousands  of 
dollars  in  prospecting,  as  against  a  man  who  gets  his  oil  at  practi- 
cally no  hazard? 

Mr.  Bice.  No;  I  don't  say  that. 

Mr.  Lenroot.  How  do  you  avoid  it,  under  your  proposition  ? 

Mr.  EiCE.  I  think  if  you  lease  developed  lands,  proven  territory, 
you  can  let  the  producer  bid  on  how  much  royalty  he  is  going  to  pay 
for  that  proven  territory. 
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Mr.  Lenroot.  But  in  the  case  I  have  given,  wo  have  ah'eady  giv< 
prospective  permits  upon  the  geological  structure  to  several  men, 
and  that  becomes  proven  territory  upon  the  discx)very  of  oil  by  one 
prospector. 

Mr.  Rice.  Well,  leave  his  royalty  alone  and  increase  the  royalty 
of  the  others.    Is  that  your  idea? 

Mr.  Lenroot.  Well,  the  House  bill  does  provide  a  means  whereby 
that  situation  is  given  consideration,  while  your  proposition  does  not. 

Mr.  Rice.  The  reason  I  say  that  the  "royalty  ought  not  to  be 
changed  from  time  to  time  is  because  it  will  affect  the  contracts  later. 
Now,  if  you  can  set  tlio  royalty  out  first,  graduated  on  the  amount  of 
production  in  each  well,  and  graduate  it  up  and  down  so  that  a  man 
will  know  about  what  he  is  paying,  he  can  do  business. 

Mr.  Lenroot.  That  is  another  proposition,  isn't  it,  entirely? 

Mr.  Rice.  No,  sir ;  I  think  that  is  the  same  thing. 

Mr.  Lenroot,  That  has  nothing  to  do  as  to  the  proposition  of  re- 
ward for  discovery. 

Mr.  Rice.  No:  but  T  understand  you  are  giving  several  men  leases 
on  the  same  dome  at  the  same  royalty,  and  one  man  goes  in  and  gets 
oil,  and  then  the  other  man  comes  in  and  profits  by  that  discovery, 
and  I  say  that  if  you  have  the  right  to  graduate  the  royalty  upon 
production  you  can  protect  yourself  and  protect  the  fellow  who  went 
in  there  first.  You  don't  need  to  raise  his  royalty,  but  you  can 
raise  the  other  fellows,  if  they  get  oil. 

Mr.  Lenroot.  Then  I  think  you  misunderstood  my  first  question. 
What  I  intended  to  ask  you  was  whether  you  would  give  discretion 
to  the  Secretary  of  the  Interior  to  fix  the  royalty? 

Mr.  Rice.  I  'wouldn't  say  that  I  would  be  in  favor  of  giving  dis- 
cretion to  fix  it,  but  I  see  no  reason  why  he  should  not  graduate  the 
royalty  if  it  is  put  in  the  lease,  so  a  man  can  tell  about  what  a  man 
has  to  ])ay  for  his  oil. 

Mr.  Lenroot.  Isn't  that  fixing  it? 

Mr.  Rice.  No;  but  I  mean  if  you  just  say  the  Secretary  can  in- 
crease or  decrease  the  royalty  if  he  sees  fit  during  the  life  of  the  lease, 
that  loaves  the  producer  helpless;  but  if  you  say  he  can  have  a  sixth, 
or  an  eiffhth,  or  a  fourth,  or  a  half,  depending  upon  the  amount  of 
production  that  he  produces  from  his  lease,  he  is  in  pretty  good  shape 
to  figure  where  he  is. 

Mr.  Lenroot.  But  in  that  case  the  lease  for  the  man  who  made  the 
first  discovery  and  the  lease  of  the  man  who  takes  what  is  a  proven 
field  by  reason  of  that  first  discovery,  would  be  exactly  the  same, 
unless  the  Secretary  is  given  discretion,  based  upon  production.  He 
would  then  not  give  a  reward  to  the  man  who  made  the  discovery. 

Mr.  Rice.  You  could  provide  in  there  that  the  fellow  who  made  dis- 
covery shall  not  pay  a  royalty  in  excess  of  one-eighth. 

Mr.  Tatix)r.  As  I  understand  it,  Mr.  Rice,  you  are  in  favor  of 
giving  the  original  man  who  goes  out  into  an  entirely  new  territory — 
of  giving  him  an  encouraging  rate,  as  low  as  we  can,  one-eighth  we 
will  say? 

Mr.  Rice.  Yes,  sir. 

Mr.  Tayix)r.  And  then  after  he  makes  a  success,  if  he  does — of 
course  if  he  don't  he  lose5  his  money ;  he  bears  the  loss — ^if  he  makes 
a  success  and  other  people  then  flock  around  him  to  get  the  benefit 
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of  his  labor,  and  the  chance  he  has  taken  and  the  money  he  has  ex- 
pended, you  are  perfectly  willing  that  the  Seci*etary  of  the  Interior 
should  fix  upon  them  a  higher  rate,  or  some  such  rate  as  he  deems 
proper  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Taylor.  But  that  he  shall  not  fluctuate  that  rate  after  he  has 
fixed  it,  up  and  down,  because  that  would  upset  the  pl«*ins  of  both  the 
original  man  or  of  subsequent  men. 

Mr.  Rice.  Yes.  sir. 

Mr.  Raker.  Mr.  Rice,  I  would  like  to  go  into  another  matter, 
and  it  will  take  longer  this  morning  to  get  it  than  we  have,  and  it 
would  take  a  little  time  to  investigate  later.  But  T  would  like  to  ask 
al)out  one  feature  now. 

What  is  your  view  of  entering  a  provision  in  this  bill  that  no  for- 
eign corporation — foreign  controlled  corporation — should  have  a 
lease  under  the  bill  ? 

Mr.  Rice.  Well,  the  stock  of  the  Roxana  Petrolotun  Co.,  of  Okla- 
homa, as  you  know,  is  controlled  in  I»ndon  and  Holland,  and  that 
question  would  be  directed  right  squarely  at  the  peoi)le  I  represent. 

Mr.  Raker.  Well,  that  is  the  reason  I  am  putting  it  right  square. 

Mr.  Rice.  Now,  the  Roxana  Petroleum  Co.  is  organized,  as  I  say, 
under  the  laws  of  the  State  of  Oklahoma,  is  wholly  subject  to  the  rules 
and  regulations  of  the  State  of  Oklahoma  and  the  laws  of  the  TTnited 
States.  In  other  words,  it  pays  its  taxes  and  is  controlled  fully  by 
the  laws  of  the  United  States.  The  company  going  into  the  oil  busi- 
ness and  expending  its  money  in  the  develoi)nient  of  ti»rritory  and 
the  refining  of  oil  and  the  transportation  of  oil,  etc.,  dees  not  clear 
more  than  about  one-fourth  at  best,  and  that  only  if  it  is  very  fortu- 
nate. If  it  makes  25  per  cent  it  has  done  well.  So  that  this  foreign 
company  of  which  you  make  mention  is  expending  in  the  I^nitrd 
States  at  least  75  per  cent  of  all  the  money  taken  in. 

Mr.  Raker.  Irrespective  of  the  amount  of  money  they  expend,  or 
the  amount  of  money  they  make,  as  to  the  question  of  public  policy, 
what  have  you  to  say  as  to  legislation  on  this  bill  that  will  prohibit 
a  foreign  corporation  or  an  alien — I  will  put  it  that  way — from 
owning  oil  land  or  a  lease — the  same  should  apply  to  the  lease — why 
wouldn't  the  same  reason  apply  to  a  foreign-owned  corporation  ? 

Mr.  Rice.  Well,  the  control  of  the  agricultural  land  by  aliens  is  not 
the  same  as  a  corporation  organized  under  the  laws  of  the  United 
States  but  owned  abroad,  doing  business  and  risking  its  money  from 
day  to  day  in  the  States.  I  don't  think  it  is  a  parallel  case.  A  man 
might  well  be  prevented  from  owning  agricultural  land  in  a  State 
and  holding  it  there  and  letting  it  grow  in  value  and  gradually 
obtaining  a  great  mass  of  land ;  but  the  cori)oration  engaged  in  in- 
vestingits  naoney  is  a  wholly  different  proposition. 

Mr.  Raker.  What  is  the  difference,  if  the  one  controls  the  land  and 
the  other  controls  the  life  of  trade,  tne  very  thing  that  will  be  neces- 
^ry  to  move  or  to  produce,  to  give  the  farmer  material  upon  which 
he  can  plow  and  ship  and  transport  his  produce,  as  well  as  the  ma- 
^nal  he  needs,  which  is  the  very  life  of  our  trade,  as  well  as  our 
shipping  interests?  Do  you  think  as  a  question  of  public  policy  that 
^he  country  ought  to  permit  foreign  ownership,  either  by  lease  or 
ownership  of  such  a  vital  product  as  the  oil  and  petroleum  in  this 
country? 
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Mr.  Rice.  I  don't  think  it  is  a^inst  public  policy  at  all.     I 
think  so  long  as  that  business  is  earned  on  in  the  United  States  sub- 
ject to  such  laws  as  the  United  States  cares  to  pass,  it  can  only  bo 
a  benefit  to  the  United  States.    If  this  oil  is  refined  and  shipped  out 
of  the  United  States  in  time  of  war  there  might  be  some  objection 
to  it.    In  time  of  war  if  this  oil  is  produced  in  the  United  States 
and  shipped  to  the  allies,  you  can  not  have  any  objection.    That  is 
what  is  done  with  it  now.    In  time  of  peace  if  that  oil  is  distributed 
in  the  United  States  it  helps  defeat  any  monopoly  in  oil  interests  in 
the  United  States.    In  other  words,  I  can  not  see  why  the  develop- 
ment of  the  country  should  be  retarded  merely  because  the  money 
which  makes  the  development,  comes  from  the  outside.    If  you  come 
back  to  the  proposition  that  all  resources  ought  to  be  owned  and  re- 
tained by  the  Government,  that  is  another  thing.    But  if  you  set 
away  from  that  and  let  the  ordinary  individual  go  out  and  develop 
that  land  and  take  that  natural  resource,  so  far  as  the  benefit  to  the 
country  is  concerned  it  doesn't  make  any  difference  whether  it  is  a 
foreign-owned  or  a  domestically  owned  concern. 

Mr.  Baker.  Suppose  you  permit  a  foreign  corporation  to  so  handle 
and  control  a  natural  resource  that  they  can  add  to  or  subtract  from 
its  supply  as  they  please,  and  transport  it  to  any  place — allies  or 
otherwise — and  they  are  interested  in  ooth  sides  in  this  case? 

Mr.  Bice.  No,  sir;  they  are  not. 

Mr.  Baker.  Now,  don't  be  too  hasty,  unless  you  have  got  all  the 
records  on  the  matter  as  to  the  interests  of  the  companies.  Don't 
you  think  that  such  a  condition  at  the  present  time  ought  not  to  be 
permitted  ? 

Mr.  Bice.  Unquestionably,  if  there  is  any  shipping  of  oil  from 
the  United  States  to  the  enemy,  of  course  it  should  be  restricted. 
Nobody  questions  that. 

Mr.  Baker.  I  mean  holding  a  natural  resource  by  which  a  foreign 
country,  through  its  laws  and  its  citizens,  through  a  corporation, 
could  control  one  of  the  natural  resources  of  this  country.  Don't  you 
think  it  is  really  a  bad  condition  of  affairs,  and  ought  not  to  be 
permitted,  particularly  at  the  present  time,  as  relates  to  the  oil  supply 
of  this  countiy? 

Mr.  Bice.  JLf  there  was  any  question  of  the  shipping  of  the  re- 
fined product  or  crude  product  to  any  place  where  it  should  not  be 
shipped,  of  course  it  should  be  stopped  at  once.  There  is  no  question 
about  that. 

Miss  Bankin.  How  can  you  tell?  For  instance,  we  have  no  allies 
in  this  war  at  the  present  time.  We  only  have  associates.  In  10 
years  from  now  the  associates  may  be  enemies,  and  if  we  permit  it 
how  how  can  we  change?  It  just  happens  that  this  was  a  company 
from  countries  that  are  our  associates. 

Mr.  Bice.  Well,  you  always  have  the  right  to  restrict  the  ship- 
ments, if  you  wish,  by  legislation  or  by  rules  and  regulations.  You 
know  now  where  every  barrel  of  oil  is  shipped,  and  you  could  always 
have  that  knowledge. 

Miss  Bankin.  I  can  not  see  your  distinction  between  one  natural 
resource  and  another — the  land  and  the  oil.  The  land  is  limited  the 
same  as  our  land  is  limited. 

Mr.  Bice.  The  difference  that  I  make  is  the  difference  between  real 
property  and  personal  property.    If  we  come  in  and  acquire  real 
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property,  which  is  fixed,  and  ffain  control  of  a  large  amount  of  that 
real  property,  we  are  in  much  different  shape  than  if  we  have  our 
money  invested,  changing  here  and  there  every  day,  which  is  so  sub- 
ject to  inspection  and  so  subject  to  control. 

Mr.  Rak£il  What  is  the  distinction  between  owning  an  oil  well  and 
a  coal  mine,  for  instance? 

Mr.  EiCE.  Well,  I  don't  know  what  the  rules  and  regulations  are 
relative  to  the  coal  situation. 

Mr.  Raker.  Now,  not  knowing  it,  I  am  asking  for  that  very  reason 
what  is  the  difference  in  permitting  an  alien  to  take  a  coal  claim  or 
take  an  oil  claim? 

Mr.  Rice.  I  can  not  see  offhand  any  difference  or  any  reason  why 
the  distribution  of  coal  should  not  and  can  not  be  controlled,  just 
the  same  as  the  distribution  of  oil. 

Mr.  Raker.  What  about  the  precious  minerals,  such  as  gold  and 
silver? 

Mr.  Rice.  They  do.  The  United  States  has  never  prohibited 
foreign-owned  companies  from  engaging  in  mining  precious  metals. 

Mr.  Raker.  I  have  said  an  alien,  a  private  owner. 

Mr.  Rice.  I  say  the  United  States  has  never  prohibited  an  alien- 
controlled  corporation  from  mining  ^old. 

Mr.  Raker.  But  thej  have  the  individuals. 

Mr.  Rice.  Oh,  certainly. 

Mr.  Raker.  They  have  done  that  right  along  all  the  time,  and  it 
must  have  been  for  some  reason. 

Mr.  Rice.  I  think  it  grew  out  of  the  idea  that  the  alien  should 
not  control  the  agricultural  land  or  real  estate. 

Mr.  Raker.  Mineral  land  is  only  good  for  producing  gold  and 
silver. 

Mr.  Rice.  But  I  don't  believe  that  the  investment  of  money  in  this 
mining  proposition  of  coal,  gas,  gold,  or  anything  else  is  a  parallel 
case  with  the  ownership  of  land  for  agricultural  or  grazing  pur- 
poses, etc. 

Mr.  Raker.  I  am  talking  about  the  mineral  land  now  and  asking 
you  the  distinction,  if  you  can  make  any  distinction,  between  an  alien 
owning  mineral  land  and  extracting  gold  from  it  and  owning  oil  land 
and  extracting  oil  from  it, 

r.  Rice.  No,  sir;  I  think  they  are  practically  the  same. 

Mr.  Raker.  Then,  if  there  is  a  reason  why  the  alien  should  not 
own  the  mineral  land,  the  same  reason  would  apply  to  the  oil  land, 
^oulditnot? 

Mr.  Rice.  The  alien  individual,  if  he  is  prohibited  from  owning  a 
gold  mine  on  that  theory,  could  also  be  prohibited  from  owning  an 
oil  well. 

Mr.  Raker.  I  can  not  see  any  distinction. 

Mr.  Rice.  I  can  see  a  vast  distinction  between  an  alien  owning 
land  and  owning  an  investment  in  oil  or  gold. 

Mr.  Raker.  1  am  trying  to  get  an  expression  of  opinion  upon  one 
subject  without  mixing  it  up  with  the  a^ieultural  feature. 

Mr.  Rice.  I  see  no  difference  at  this  time  between  an  alien  owning 
*  Rold  mine  or  an  oil  well. 

Mr.  Raker.  And  if  it  should  appear  to  be  the  right  policy  to  pre- 
^^t  an  alien  corporation  from  owning  a  gold  mine,  the  same  as  an 
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Practically  every  refiner  in  the  United  States  boys  oil  at  the  field  of  produc 
tSoD,  refinea  It,  and  sells  It 

The  refinery  and  the  pipe  line  are  both,  to  an  extent  sufficient  to  brins  tben 
under  the  terms  of  this  act,  agencies  engaged  in  the  resale  of  olL 

It  is  frequently  said  that  legislation  is  necessarily  the  resalt  of  compromise^ 
and  we  have  no  desire  to  block  legislation  of  this  importance.  Our  only  desire 
is  to  secure  a  fair  and  Just  bill,  which  will  permit  the  smaller  operators  to 
engage  in  the  exploration  of  the  public  lands  for  oil  and  in  due  course  to 
compete  fairly  and  Justly  with  the  larger  companira. 

We  submit  that  if  the  present  claimants  who  are  relying  upon  this  bill  for 
relief  are  limited  in  their  demands,  compensated,  if  necessary,  where  they  bave 
expended  moneys,  as  provided  in  the  last  paragraph  of  section  17  of  the  Senate 
bill,  right  and  justice  \yill  l)e  done  and  the  public  domain  will  be  explored  to 
the  benefit  of  all  of  the  citizens  of  the  United  States. 

We  submit  that  section  16  should  be  amendeil  so  as  to  give  full  force  and 
effect  to  section  33  of  the  Senate  bill,  and  to  Tmit  the  acreage  which  the  claiiD- 
ants  may  acquire  to  160  acres.  The  balance  of  the  acreage  to  which  claims  are 
made  to  come  under  the  general  terms  of  the  bill,  subject  to  the  right  o^  the 
claimant  to  be  compensated  for  proper  expenditures  made  by  him. 

We  submit  that  section  17  should  be  stricken  and  the  claimants  therein  be 
compensated,  as  provided  in  the  last  paragraph  of  said  section  17. 

If  the  existing  Interests  are  limited,  as  here  suggested,  the  prospector  may 
go  upon  the  public  domain  with  a  feeling  that  he  has  the  same  rights  and 
privileges  of  others,  and  that  his  rights  will  be  respected  by  h's  competitors, 
and  that  his  discoveries  will  be  compensated  for  in  the  ordinary  course  of 
business  at  a  proper  and  suitable  price. 

The  persons  seeking  relief  will  be  rewarded  fairly  and  Justly  and  fully  com- 
pensated for  their  expenditures.  The  dignity  of  the  law  will  be  upheld  and  tlie 
violators  of  the  law  will  not  be  rewarded  at  the  expense  of  law-abiding  citizens. 

We  again  wish  to  call  attention  to  section  34 : 

"Sec.  34.  That  no  person,  association,  or  corporation  holding  a  lease  under 
the  provisions  of  this  act  shall,  except  as  herein  provided,  hold  any  interests 
direct  or  indirect,  in  any  agency,  corporate  or  otherwise,  engaged  in  the  re- 
sale of  coal,  phosphate,  oil,  gas,  potassium,  or  sodium  purchased  from  sueli 
lessee,  or  enter  into  any  arrangement,  agreement,  or  other  device  to  enhance  tlie 
price  of  such  minerals,  or  pro<lucts,  and  any  violation  of  the  provisions  of  this 
section  shall  be  ground  for  the  forfeiture  of  the  lease  or  Interest  held. 

"  That  any  person  who  shall  purchase,  acquire,  or  hold  any  interest  In  leases 
of  any  one  of  the  deposits  herein  named  and  described,  except  as  herein  pro- 
vided, or  who  shall  knowingly  purchase,  acquire,  or  hold  any  stock  in  a  cor- 
poration having  an  interest  In  two  or  more  such  leases,  except  as  herein  pro- 
vided, or  who  shall  knowingly  sell  or  transfer  to  one  disqualified  to  purchase, 
or,  except  as  in  this  act  specifically  provided,  disqualified  to  acquire,  any  such 
interest,  shall  be  deemed  guilty  of  a  felony,  and  upon  conviction  shall  be  pun- 
ished by  imprisonment  for  not  more  than  three  years  and  by  a  fine  not  exceeding 
$1,000. 

"  That  any  director,  trustee,  officer,  or  agent  of  any  corporation  holding  any 
interest  in  such  a  lease  who,  on  behalf  of  such  corporation,  shall  knowingly 
participate  in  the  purchase  of  any  interest  in  another  lease  of  the  same  sub- 
stance or  deposit  which  such  corporation  is  disqualified  to  take  or  to  hold  or  in 
the  sale  or  transfer  of  any  such  interest  in  any  lease  for  the  same  substance  or 
deposit  held  by  such  a  corporation  to  any  corporation  or  individual  holding  any 
interest  in  any  similar  lease  under  this  act,  except  as  herein  authorized,  shall 
be  guilty  of  a  felony,  and  shall  be  subject  to  Imprisonment  for  a  term  of  not 
exceeding  three  years  or  a  fine  of  not  exceeding  $1,000,  or  both." 

THE  BKHAT.E  OF  OIL. 

No  person  holding  a  lease  under  the  provisions  of  this  act  shall,  except  as 
herein  provided,  hold  any  interest  in  any  agency  engaged  in  the  resale  of  oil. 

We  ask  the  lawyers  in  the  Senate  to  consider  what  construction  the  courts  of 
the  land  would  naturally  place  upon  this  provision. 

It  must  be  admitted  that  the  pipe  line  purchasing  the  crude  product  in  the 
field  and  selling  it  at  the  refinery  is  engaged  in  the  resale  of  oil ;  admit  that  the 
refiner,  going  out  into  the  field  of  oil  and  buying  oil,  transporting  it  through  a 
<*ommon  carrier  to  its  refinery,  and  there  refining  the  oil  and  offering  the  refined 
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'  product  for  sale  through  Its  various  branches,  is  engaged  In  the  resale  of  oil. 
,  Now,  under  the  terms  of  this  section  34,  no  person  holding  a  lease  can  operate  a 
'     pipe  line  or  can  operate  a  refinery . 

^        We  understand  that  the  object  of  the  bill  is  to  attempt  to  divorce  the  produc- 
.^^tion  of  oil  from  the  transportation  of  oil  and  from  the  refining  of  oil,  but  are 
7  these  buslnc^sses  susceptible  of  separation?    Are  they  not  in  measure  bound  to- 
gether? 
"^      We  can  see  from  a  practical  standpoint  how  the  pipe  line  transporting  the 
crude  could  l)e  separate  from  the  producing  and  refining  end  of  the  business. 
In  other  words,  the  pipe-line  company  can  buy  the  oil  in  the  field  and  trans- 
^'  port  It  and  sell  it  to  the  refiner,  or  the  refiner  could  buy  the  oil  in  the  field  and 
l'  transport  It  from  the  field  to  its  refinery  and  pay  the  pipe  line  for  that  service. 
'"■  but  the  refiner  must  necessarily  either  own  the  production,  or  buy  it,  and  gen- 

.  erally  must  both  own  and  buy,  in  order  to  transact  business. 
^  '     The  holder  of  a  lease  under  the  bill  may  not  engage  in  the  refining  business 
;  because  he  Is  prohibited  from  holding  any  interest  in  an  agency  engaged  in  the 
; :  resale  of  the  oil. 

It  is  possible  to  read  section  34  to  the  effect  that  if  the  producer  has  sufficient 

*  oil  from  his  lease  to  justify  him  in  the  installation  of  a  refinery,  he  might  build 

-  'a  refinery  and  sell  his  own  oil,  but  he  could  not,  under  the  terms  of  this  act, 

build  a  refinery,  utilize  his  own  oil  so  far  as  that  went,  and  buy  other  oil  in 

'  --  order  to  make  out  the  needs  of  his  refinery,  because  he  would  then  hold  an  in- 

\-;  terest  in  an  agency  engaged  in  the  resale  of  the  oil.    That  is,  his  refinery  would 

'    buy  the  crude,  refine  it,  and  resell  it 

"^^  '    We  understand  that  it  is  not  the  intent  of  the  Senate  to  prohibit  the  installa- 
,  tjon  of  refineries  by  holders  of  leases  on  the  public  domain,  but  it  is  their 
''7  intent  to  prevent,  so  far  as  possible,  any  agreement,  arrangement,  or  other  de- 
"  f  vice  to  enhance  the  price  of  oil  or  of  its  products. 

^''     We  submit  that  the  section  can  be  amended  so  as  to  permit  the  installation 
of  refineries  and  at  the  same  time  retain  in  Congress  sufficient  authority  to 
^'^- prevent  any   arrangement  or  agreement  which  will  control  the  price  of  the 
^■^^ mineral  or  Its  product. 

'  ^    The  next  provision  of  the  bill  to  which  we  desire  particularly  to  call  attention 
^^J-^is  the  limit  of  area  which  any  one  individual  (except  those  granted  relief)  may 
'^^  obtain. 

^"•*  The  bill  provides  that  the  qualified  applicant  may  obtain  a  prospecting 
permit  upon  not  to  exceed  640  acres  of  land  if  the  same  is  within  20  miles  of 
■35^^  Qny  producing  oil  or  gas  well,  nad  not  to  exceed  2,560  acres  if  the  same  is 
pr^  Bituated  over  20  miles  from  any  producing  oil  or  gas  well. 
^'^^'  It  further  provides  that  upon  establishing  to  the  satisfaction  of  the  Secretary 
P''«>  of  the  Interior  that  oil  or  gas  has  been  discovered,  the  permittee  shall  be 
la*.  entitled  to  a  patent  for  one-fourth  of  the  land  embraced  in  the  prospecting 
sucii  permit — ^that  is,  one-fourth  of  640  acres,  or  160  acres— if  the  same  Is  within  20 
pufl-  miles  of  a  producing  well,  or  one-fourth  of  2,560  acres,  or  640  acres.  If  the  lands 
diD?  be  situated  over  20  miles  from  a  producing  well. 

In  addition  thereto,  after  this  discovery  has  been  made,  the  balance  of  the 
iiQ,^  lands  held  under  his  original  permit  are  put  up  for  lease  to  the  highest  bidder, 
n2ij  the  leases  to  be  for  a  period  of  10  years  with  a  preferential  right  of  the  lessee 
sub-   to  renew  the  same  for  a  second  period  of  10  years. 

T  ID       The  successful  prospector  thus  obtains  as  a  reward  for  his  industry  a  patent 

■e  or    for  160  acres  if  the  lands  are  within  20  miles  of  a  producing  well,  or  a  patent 

an.^    for  640  acres  if  situated  over  20  miles,  and  a  right  to  bid  for  a  lease  on  not  to 

;haii    exceed  2,560  acres  of  land.    The  reward  Is  from  a  practical  standpoint  the 

not    amount  of  lands  patented  to  the  discoverer,  and  if  the  160  acres  so  obtained  be 

in  a  developed  field  the  reward,  so  far  as  the  individual  prospector  is  concerned, 

will  probably  be  commensurate  with  the  energies  expended. 

In  the  matter  of  the  patent  for  640  acres  of  lands  lying  more  than  20  miles 

from  the  field,  the  question  of  the  value  of  the  reward  is  more  serious  and  is 

I  a?     dependent  upon  the  richness  of  the  find,  because  if  the  find  be  not  extremely 

I.        rich,  under  the  terms  of  the  bill  the  prospector  Is  helpless.    He  must  await  the 

g0{ '   pleasure  of.  established  interests.    However,  we  are  not  contending  that  the 

reward  to  the  prospector  is  too  small.    We  are  contending  that  from  a  point  of 

fj^     conservatism  and  the  encouragement  of  competition  the  acreage  which  may  be 

^^      n?^*^^  ^^  ^^^  person  under  the  bill  is  too  small.    The  writer  has  been  In  the 

rh  a      OWahoma  fields  since  1904  and  has  seen  the  industry  grow  until  its  magnitude 

inefl      j^JJipsurpassed  in  the  world.    The  wisdom  of  the  then  Secretary  of  the  Interior, 

Secretary  Hitchcock,  led  him  to  prescribe  that  no  person  could  acquire  in  the 
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Now,  this  section  gives  to  the  claimant  who  has  entered  on  the  public  domain 
and  whose  rights  are  doubtful,  valid  title  to  every  acre  upon  which  he  is,  at 
the  date  of  the  passage  of  the  bill,  producing  oil  or  gas.  There  is  no  limit  in 
this  section  to  the  number  of  acres  which  any  one  individual  may  thus  have 

validated  to  him. 
The  restrictions  of  section  33  are  not  applicable  to  the  persons  whose  titles 

are  validated  under  this  section. 

"  Sec.  33.  That  no  person,  association,  or  corporation,  except  as  herein  pro- 
vided, shall  be  permitted  to  take  or  hold  any  interest,  as  a  stockholder  or  other- 
wise, in  leases  of  any  one  of  the  deposits  herein  named  and  described,  during 
the  life  of  such  leases,  covering  in  the  aggregate  an  area  greater  than  two 
thousand  five  hundred  and  sixty  acres    •     *     *." 

The  section  gives  without  limitation  "each  asserted  mineral  location,"  and 
the  words  appearing  in  lines  1  and  2,  page  13,  "  otherwise  on  the  same  terms 
and  conditions  as  other  oil  and  gas  leases  granted  under  the  provisions  of  this 
act,"  do  not  In  anywise  restrict  the  amount  of  acreage  which  each  beneficiary 
may  receive  and  do  not  in  anywise  bring  the  "  relief  "  granted  under  the  restric- 
tions of  section  33  of  the  bill. 

In  other  words,  the  Standard  Oil  Co.  and  Its  subsidiaries  in  Wyoming  may 
assert  each  n'ineral  location  upon  which  they  have  drilled  an  oil  well,  and,  from 
the  best  information  which  we  are  able  to  obtain,  will,  by  this  bill,  be  granted 
between  ten  and  twenty  thousand  acres  of  the  best  oil  lands  In  Wyoming. 

As  we  understand  the  history  of  the  relief  provisions  of  this  bill.  It  was 
originally  intended  to  give  relief  to  certain  operators  in  the  State  of  Cali- 
fornia. With  the  contentions  of  these  operators  and  their  right  to  relief  we  are 
not  at  this  time  dealing. 

This  section  16  of  the  Senate  bill  dllfers  materially  from  section  11  of  the 
Ferris  bill  now  pending  in  the  House  in  this,  that  the  House  bill  limits  the 
acreage  which  any  one  individual  may  lease  by  reason  of  the  relief  measures 
of  the  bill  to  a  maximum  area  of  640  acres,  and  we  think  puts  in  force  and 
effect  the  restrictions  provided  for  In  section  33  of  the  Senate  bill,  being  sec- 
tion 22  of  the  Ferris  bill. 

Now,  the  practical  effect  of  granting  to  the  present  claimants  of  lands  in 
Wyoming  all  the  land  now  developed  by  them,  and  the  relief  granted  in  section 
17  of  the  Senate  bill  and  the  general  benefits  accruing  from  the  passage  of 
the  bill,  Is  to  give  to  the  claimants  such  an  opening  advantage  in  the  develop- 
ment of  Wyoming  as  to  practically  preclude  actual  competition  with  those 
established  Interests  In  that  State. 

We  are  informed  that  at  this  time  the  Standard  Oil  Co.  and  Its  subsidiaries 
control  In  the  State  of  Wyoming  four-fifths  of  the  production  of  the  oil  in  that 
State,  or  approximately  20,000  barrels  per  day.  The  oil  produced  in  that  State 
is  of  high  gravity.  Salt  Creek  producing  oil  from  38**  to  40**  Baum6  and  in 
Grass  Creek  from  46°  to  48**  Baum6,  the  Salt  Creek  oil  selling  for  $1.40  per 
barrel  and  Grass  Creek  oil  selling  from  $1.75  per  barrel,  as  against  the  price 
for  similar  oil  from  $2.50  to  $3.50  per  barrel. 

The  Standard  Oil  Co.  and  its  subsidiaries  now  have  in  Wyoming  a  refinery  at 
Casper  with  an  output  of  20,000  barrels  per  day,  whose  capacity  is  now  being 
increased  to  35,000  barrels  per  day,  and  also  own  a  large  refinery  at  Grev- 
bull,  Wyo.  ^ 

These  are  the  only  two  refineries  in  the  State  of  Wyoming,  with  the  excep- 
tion of  two  small  topping  plants  at  Cowley  and  Lander  of  only  a  few  hundred 
barrels  capacity. 

The  Standard  controls  all  the  existing  pipe  lines  except  the  small  local  lines^ 
in  the  Byron  and  Lander  fields. 

The  Standard  has  two  lines  from  Salt  Creek  to  Casper,  one  from  Big  Mudcii^ 
field  to  Casper,  one  from  the  Grass  Creek  field  to  GreybuU,  one  from  Elk  Basiu 
field  to  Frannie,  and  one  from  the  Torchlight  field  to  Greybull.  They  are  con- 
structing a  line  from  Elk  Basin  to  Greybull,  and  lines  are  being  constructed 
from  Pilot  Butte  to  Barnesville  and  from  rx)st  Soldier  to  Fort  Steele. 

The  exact  extent  of  the  oil  lands  the  Standard  and  its  subsidiaries  control 
in  Wyoming  is  difficult  to  estimate,  but  they  will,  with  the  passage  of  this  bill 
in  its  present  form,  control  all  the  larger  so  far  proven  fields,  and  under  the 
terms  of  the  bill  will  acquire  rights  to  several  thousand  acres  of  undeveloperl 
lands,  and  If  section  17  passes  in  its  present  form,  unrestricted  by  the  pro~ 
visions  of  section  33  (both  of  the  Senate  bill),  the  rights  conferred  on  tliem  by 
the  bin  to  undeveloped  lands  will  preclude  any  form  of  competition. 
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The  relief  features  of  the  bill  practically  nullify  the  intent  of  Congress 
to  permit  the  smaller  oil  operators  to  engage  in  the  oil  business,  and  confirm 
\n  the  jnreatest  monopoly  in  America  the  production  of  the  richest  area  of 
the  public  domain. 

The  bill  blocks  any  chance  for  real  competition  to  establish  itself  in  the 
western  fields  and  become  of  sufficient  magnitude  to  endanger  the  Standard 
monopoly. 

The  bill  confirms  In  the  Standard  and  its  subsidiaries  from  ten  to  twenty 
thousand  acres  of  producing  lands,  all  of  the  known  proven  lands  upon  which 
any  claims  have  been  made  and  certain  work  done,  and  the  other  benefits 
of  the  bill,  and  prevents  anyone  else  from  acquiring  directly  or  indirectly, 
not  only  in  the  State  of  Wyoming,  but  in  the  cfntire  West,  from  the  Canadian 
border  to  the  Mexican  lands,  any  larger  acreage  of  the  hundreds  of  millions 
of  acres  of  public  lands  than  2,560  acres.  And  even  the  acquiring  of  this 
2,560  acres  is  made  extremely  contingent  because  the  small  operator  after 
discovering  oil  has  to  bid  against  the  established  interest  in  order  to  retain 
the  full  benefits  of  his  discovery. 

The  western  Senators  are,  of  course,  familiar  with  the  risks,  work,  and 
stress  of  exploring  the  great  undeveloped  lands  of  the  West.  To  an  extent 
they  realize  what  it  means  to  prosi>ect  for  oil  In  those  regions — to  haul  out  rig 
timbers,  tons  of  casing,  boilers,  tools,  fuel,  and  often  even  water,  frequently 
many  miles  from  the  nearest  railroad,  and  then  drill  a  test  for  oil,  and  usually 
a  deep  test,  costing  many  thousands  of  dollars.  If  the  person  who  has  under- 
gone this  labor  and  made  this  expenditure  is  lucky,  he  finds  oil.  This  oil  Is 
utterly  valueless  unless  it  can  be  shipped.  The  crude  is  ordinarily  transported 
throu|i:h  a  pipe  line  to  a  refinery. 

In  Wyoming  this  discoverer  must  turn  his  oil  to  the  Standard  for  such 
price  as  they  see  fit  to  give  him,  must  await  their  pleasure  or  convenience  be- 
fore he  can  be  repaid  for  his  expenditures,  and  is  unable,  from  a  practical 
standpoint,  to  help  himself  unless  his  tract  produces  oil  in  quantities  far  beyond 
the  extent  to  which  oil  is  ordinarily  found  In  the  United  States.  In  other  words, 
the  producer,  unless  hs  tract  Is  extremely  rich,  can  not  afford  to  lay  a  pipe 
line  or  build  a  refinery.    The  best  he  can  do  is  to  sell  his  oil  to  the  Standard. 

That  the  prospector  finding  oil  can  not  compete  with  the  Standard  and  can 
not  build  his  own  pipe  line  or  his  own  refinery  is  further  prohibited  by  section 
$4  of  the  bill,  which  is  as  follows : 

"Sec  34.  That  no  person,  association,  or  corporation  holding  a  lease  under 
the  provisions  of  this  act  shall,  except  as  herein  provided,  hold  any  interest, 
direct  or  indirect,  in  any  agency,  corporate  or  otherwise,  engaged  In  the  resale 
of  coaL  phosphate,  oil,  gas,  i)otassium,  or  sodium  purchased  from  such  lessee, 
or  enter  into  any  arrangement,  agreement,  or  other  device  to  enhance  the 
price  of  such  minerals,  or  products,  and  any  violation  of  the  provisions  of  this 
section  shall  be  ground  for  the  forfeiture  of  the  lease  or  Interest  held. 

•*  That  any  person  who  shall  purchase,  acquire,  or  hold  any  interest  In  leases 
of  any  one  of  the  deposits  herein  named  and  described,  except  as  herein  pro- 
vided, or  who  shall  knowingly  purchase,  acquire,  or  hold  any  stock  In  a  corpo- 
ration having  an  interest  in  two  or  more  such  leases,  except  as  herein  provided, 
or  who  shall  knowingly  sell  or  transfer  to  one  disqualified  to  purchase,  or, 
except  as  in  this  act  specifically  provided,  disqualified  to  acquire  any  such 
Interest,  shall  be  deemed  guilty  of  a  felony,  and  upon  conviction  shall  be  pun- 
ished by  imprisonment  for  not  more  than  three  years  and  by  a  fine  not  exceeding 
SLOOO. 

"That  any  director,  trustee,  officer,  or  agent  of  any  corporation  holding  any 
interest  in  such  a  lease  who,  on  behalf  of  such  corporation,  shall  know:ngly  par- 
ticipate in  the  purchase  of  any  interest  !n  another  lease  of  the  same  substance 
or  deposit  which  such  corporation  is  disqualified  to  take  or  to  hold  or  In  the 
sale  or  transfer  of  any  such  interest  in  any  lease  for  the  same  substance  or 
deposit  held  by  such  a  corporation  to  any  corporation  or  Individual  holding  any 
interest  in  any  similar  lease  under  this  act,  except  as  herein  authorized,  shall 
be  guilty  of  a  felony  and  shall  be  subject  to  imprisonment  for  a  term  of  not 
exceeding  three  years  or  a  fine  of  not  exceeding  $1,000,  or  both." 

From  a  practical  standpo'nt,  under  the  provisions  of  this  section  34,  the  suc- 
cessful prospector  on  the  public  domain  may  not  install  a  pipe  line  or  a  refinery. 
This  provision  says  that  no  person  holding  a  lease  under  the  provisions  of  the 
act  may  have  any  interest  In  any  agency  engaged  in  the  resale  of  o'l. 

Every  pipe  line  in  the  United  States  which  is  a  public  carrier  buys  oil  at  the 
field  of  production  and  sells  It  at  the  refinery. 
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Five  Civilized  Tribes,  to  wit,  Choctaw,  Chickasaw,  Cherokee,  Creek,  and  Semi- 
nole Nations,  more  than  4,800  acres  of  restricted  lands — that  is  to  say,  lands 
which  the  Government  controlled  for  the  benefit  of  the  Indians. 

A  further  restriction  prohibited  any  person  from  holding  more  than  4,800 
acres  of  land  In  the  Osage  Nation.  The  wisdom  of  this  restriction,  so  far  as 
permitting  the  small  oil  man  to  go  in  business  in  the  State  of  Oklahoma,  is 
unquestioned.  Without  some  such  restriction  the  greater  interests  would  have 
gobbled  the  whole  territory.  As  it  is  to-day  there  are  hundreds  of  independent 
oil  operators  in  Oklahoma,  hundreds  of  refiners  actually  engaged  In  the  refining 
of  the  crude  product,  many  pipe  lines,  many  casing-head  gas  plants  for  the 
making  of  gasoline  from  the  gas  produced  in  oil  wells,  and  the  business  of 
producing  and  refining  oil  Is  on  a  fairly  competitive  basis,  and  a  field  has  been 
open  to  the  endeavor  of  the  persons  possessmg  the  perseverence  and  energy 
to  enter  on  it. 

We  are  therefore  of  the  opinion  that  a  restriction  in  the  amount  of  the 
acreage  that  any  one  individual  may  obtain  is  proper. 

However,  it  must  be  borne  in  mind  that  business  conditions  change ;  that  the 
business  affairs  of  12  or  15  years  ago  are  not  the  business  affairs  of  to-day. 
At  the  time  of  the  establishment  of  the  4,800-acre  regulation,  the  provi- 
sions prohibiting  the  holdings  of  stock  interests  as  provided  in  section  33  of 
the  Senate  bill  were  not  burdensome,  because  the  corporations  engaged  in  tlie 
business  were  small,  their  stockholders  were  few,  and  were  generally  composecl 
of  actual  producers  or  the  persons  putting  up  money  for  the  exploration  of  the 
lands.  Later  these  businesses  expanded,  and  in  due  time  the  stockholder  of  one 
concern,  in  the  carrying  on  of  his  ordinary  business  affairs,  became  the  stock- 
holder in  other  concerns. 

For  example,  a  stockholder  in  Sinclair  might  well  be  a  stockholder  in  Cosden, 
etc.  The  Department  of  the  Interior  then,  to  meet  this  condition,  and  at  the 
same  time  to  prevent  the  monopoly  of  the  restricted  acreage  by  any  one  con- 
cern, adoped  to  an  extent  a  plan  permitting  the  interlocking  ownership  of  stock, 
so  long  as  thnt  ownership  did  not  In  any  way  control  the  management  of  either 
corporation  in  which  the  stockholder  was  interested. 

We  mention  this  point  because  we  do  not  believe  that  section  33  of  the  bill 
Is  practical  In  that  It  prohibits  the  formation  of  any  large  con>oratlon  to  compete 
with  the  Standard  and  its  subsidiaries,  because  the  corporation  proposing  to 
compete  Is  weakened  by  the  fact  that  under  the  provisions  of  the  section,  one 
of  its  stockholders,  by  acquiring  an  interest  In  a  company  holding  another  lea.se 
under  the  terms  of  the  bill,  could  cause  the  forfeiture  of  the  lease  forming  the 
bnsis  of  the  assets  of  the  company. 

We  submit  that  this  provision  should  receive  attention  and  probably  could 
be  so  amended  that  stock  Interests  not  aflfecting  the  control  of  the  corporation 
or  corporations  should  not  be  included  therein. 

Now,  as  to  the  acreage  which  any  one  individual  may  hold — ^the  4,800-acre 
restriction,  as  you  will  note,  was  not  applicable  to  the  whole  United  States — 
was  not  applicable  to  the  whole  State  of  Oklahoma,  was  not  applicable  to  the 
whole  of  Indian  Territory,  but  was  applicable  only  to  the  Five  Civilized  Tribes 
on  the  one  hand,  the  Osage  Nation  on  the  other,  and  was  not  applicable  to  the 
Otoe  and  other  tribes,  each  having  Its  own  limitations.  The  result  was  that 
If  a  man  was  successful  In  the  production  of  oil  in  the  Five  Civilized  Tribes 
he  could  acquire  acreage  in  the  Osage,  in  the  Otoe,  or  in  the  other  nations,  but 
the  total  amount  of  acreage  that  he  could  acquire  w^as  limited,  and  properly 
limited. 

Now,  under  the  terms  of  the  Senate  bill  under  discussion,  the  prospector  is 
limited  not  to  2.560  acres  in  any  one  area,  not  to  2,560  acres  in  any  one  State, 
but  to  2,560  acres  in  the  whole  United  States,  and  with  this  small  acreage 
he  must  compete  with  establlshetl  interests,  and  this  acreage  and  the  short 
term  of  the  lease,  leads  to  unnecessary  expenditures  In  drilling,  thus  Increasing 
the  cost  of  development  and  operation,  leads  to  waste,  and  prevents  any  lease- 
holder from  becoming  large  enough  (unless  his  lease  should  be  rich  beyond 
belief)  to  compete  successfully  with  established  Interests. 

It  is  submitted  that  the  bill  should  restrict  prospectors  to  a  given  area  of,  say. 
4,800  acres  in  certain  areas  of  probable  oil-bearing  lands,  with  a  maximum 
restriction  of  9,600  acres  in  any  State. .  On  this  question  of  the  area  which 
any  prospector  should  be  permitted  to  acquire,  further  remarks  will  be  sub- 
mitt^. 

Respectfully, 

Rice  &  Lyons, 
Lawyers,  TuUa,  Okla. 
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Mr.  Lenroot.  You  will  be  here  constantly  during  the  hearings,  will 
you! 

Mr.  EicE.  I  wanted  to  go  away  this  week,  if  I  could,  Mr.  Lenroot, 
but  I  will  stay  if  necessary. 

Mr.  Lexkoot.  I  would  like  to  ask  you  some  questions  upon  a  phase 
of  the  matter  that  I  am  not  prepared  to  pursue  this  morning. 

Mr.  KicE.  Very  will ;  I  will  be  here. 

The  Chairman.  I  have  some  matters  that  I  would  like  to  take  up 
later  also. 

Mr.  Taylor.  I  would  like  to  say  in  that  connection  that  I  think 
Mr.  Rice's  statements  concerning  the  desirability  of  an  excess  quan- 
tity of  land  represents  very  largely  the  sentiment  of  the  Wyoming 
and  Colorado  people. 

Mr.  Lenroot.  I  wanted  to  ask  some  questions  along  that  line. 

Mr.  Taylor.  All  the  communications  nearly  that  i  get  are  very 
insistent  upon  allowing  greater  territory  in  entirely  unexplored 
country.  They  feel,  as  Mr.  Rice  has  said,  that  640  acres  is  not  going 
to  produce  any  development — in  fact,  will  prevent  it.  We  ought  to 
give  them  more  possibilities  to  expand. 

Mr.  Lenroot.  Mr.  Rice,  did  I  understand  you  to  say  that  in  your 
opinion  if  the  area  is  increased  to  2,560  acres  that  that  would  be  suf- 
ficient to  warrant  the  establishment  of  a  refinery  by  the  claimant  ? 

Mr.  Rice.  Yes,  sir ;  ordinarily.  When  we  go  into  wildcat  territory 
we  receive  leases  from  2,000  to  10,000  acres,  and  we  go  in  there  on 
the  theory  that  if  we  strike  oil  that  is  a  sufficient  acreage  to  justify  us 
in  installing  a  pipe  line,  etc.,  if  it  turns  out  well.  In  Texas  we  have 
drilled  4,000  feet  on  an  8,000-acre  block  and  didn't  get  anything.  In 
Oklahoma,  on  the  other  hand,  we  drilled  2,000  acres  and  got  some 
oil. 

Mr.  Lenroot.  Well,  knowing  the  oil  situation  as  you  do,  is  there 
any  probability  that  upon  any  prospective  permit  of  2,560  acres  that 
all  of  that  area  would  develop  into  proven  territory? 

Mr.  Rice.  I  might  say  that  no  such  possibility  exists. 

Mr.  Lenroot.  You  say  that  your  minimum  acreage  for  a  refinery  is 
2,000  acres.  Then,  even  2,660  acres,  with  the  probability  of  it  not  all 
being  proven  territory,  will  not  warrant  the  establishment  of  a  re- 
finery ? 

Mr.  Rice.  No,  sir^  but  what  I  mean  to  say  is,  you  take  a  territory 
which  the  oil  geologist  says  is  likely  to  produce  oil,  and  you  get  2.560 
acres  on  that  dome,  as  we  call  it,  and  it  does  ordinarily  produce  oil — 
produce  oil  in  ordinary  quantities — ^2,560  acres  will  probably  give  you 
enough  so  that  you  can  go  ahead  and  develop  the  territory  and  get 
transportation  and  refineries  in  shape. 

Mr.  Lenroot.  Are  you  familiar  with  the  California  fields? 

Mr.  Rice.  No,  sir. 

Mr.  Lenroot.  Are  you  familar  with  the  California  refineries? 

Mr.  Rice.  Not  to  any  extent ;  no,  sir. 

Mr.  Lenroot.  Is  it  a  fact  that  there  are  a  large  number  of  re- 
fineries in  the  California  field,  other  than  Standard  refineries? 

Mr.  Rice.  Yes,  sir;  I  think  there  are  about  40  refineries  in  Cali- 
fornia. 
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Five  Civilized  Tribes,  to  wit,  Choctaw,  Chiclcasaw,  Cherokee,  Creek,  and  Semi- 
nole Nations,  more  than  4,800  acres  of  restricted  lands — that  is  to  say,  lands 
which  the  Government  controlled  for  the  benefit  of  the  Indians. 

A  further  restriction  prohibited  any  person  from  holding  more  than  4,800 
acres  of  land  in  the  Osage  Nation.  The  wisdom  of  this  restriction,  so  far  as 
permitting  the  small  oil  man  to  go  in  business  in  the  State  of  Oklahoma,  is 
unquestioned.  Without  some  such  restriction  the  greater  interests  would  have 
gobbled  the  whole  territory.  As  it  is  to-day  there  are  hundreds  of  independent 
oil  operators  in  Oklahoma,  hundreds  of  refiners  actually  engaged  in  the  refining 
of  the  crude  product,  many  pipe  lines,  many  casing-head  gas  plants  for  the 
making  of  gasoline  from  the  gas  produced  in  oil  wells,  and  the  business  of 
producing  and  refining  oil  is  on  a  fairly  competitive  basis,  and  a  field  has  been 
open  to  the  endeavor  of  the  persons  possessmg  the  perseverence  and  energj- 
to  enter  on  it. 

We  are  therefore  of  the  opinion  that  a  restriction  in  the  amount  of  the 
acreage  that  any  one  individual  may  obtain  is  proper. 

However,  it  must  be  borne  in  mind  that  business  conditions  change ;  that  the 
business  affairs  of  12  or  15  years  ago  are  not  the  business  affairs  of  to-day. 
At  the  time  of  the  establishment  of  the  4,800-acre  regulation,  the  provi- 
sions prohibiting  the  holdings  of  stock  interests  as  provided  in  section  S3  of 
the  Senate  bill  were  not  burdensome,  because  the  corporations  engaged  in  tlie 
business  were  small,  their  stockholders  were  few,  and  were  generally  composed 
of  actual  producers  or  the  persons  putting  up  money  for  the  exploration  of  the 
lands.  Later  these  businesses  expanded,  and  in  due  time  the  stockholder  of  one 
concern,  in  the  carrying  on  of  his  ordinary  business  affairs,  became  the  stock- 
holder in  other  concerns. 

For  example,  a  stockholder  In  Sinclair  might  well  be  a  stockholder  in  Cosden, 
etc.  The  Department  of  the  Interior  then,  to  meet  this  condition,  and  at  the 
same  time  to  prevent  the  monopoly  of  the  restricted  acreage  by  any  one  con- 
cern, adopecl  to  an  extent  a  plan  permitting  the  interlocking  ownership  of  stock, 
so  long  as  that  ownership  did  not  in  any  way  control  the  management  of  either 
corporation  in  which  the  stockholder  was  interested. 

We  mention  this  point  because  we  do  not  believe  that  section  33  of  the  bill 
is  practical  in  that  it  prohibits  the  formation  of  any  large  corporation  to  compete 
with  the  Standard  and  its  subsidiaries,  because  the  corporation  proposing  to 
compete  is  weakened  by  the  fact  that  under  the  provisions  of  the  section,  one 
of  its  stockholders,  by  acquiring  an  interest  in  a  company  holding  another  lea.se 
under  the  terms  of  the  bill,  could  cause  the  forfeiture  of  the  lease  forming  the 
basis  of  the  assets  of  the  company. 

We  submit  that  this  provision  should  receive  attention  and  probably  could 
be  so  amended  that  stock  Interests  not  affecting  the  control  of  the  corporation 
or  corporations  should  not  be  included  therein. 

Now,  as  to  the  acreage  which  any  one  individual  may  hold — ^the  4,800-acre 
restriction,  as  you  will  note,  was  not  applicable  to  the  whole  United  States- 
was  not  applicable  to  the  whole  State  of  Oklahoma,  was  not  applicable  to  the 
whole  of  Indian  Territory,  but  was  applicable  only  to  the  Five  Civilized  Tribes 
on  the  one  hand,  the  Osage  Nation  on  the  other,  and  was  not  applicable  to  the 
Otoe  and  other  tribes,  each  having  its  own  limitations.  The  result  was  that 
if  a  man  was  successful  in  the  production  of  oil  in  the  Five  Civilized  Tribes 
he  could  acquire  acreage  in  the  Osage,  in  the  Otoe,  or  in  the  other  nations,  but 
the  total  amount  of  acreage  that  he  could  acquire  was  limited,  and  properly 
limited. 

Now,  under  the  terms  of  the  Senate  bill  under  discussion,  the  prospector  is 
limited  not  to  2,560  acres  in  any  one  area,  not  to  2,560  acres  in  any  one  State, 
but  to  2,560  acres  in  the  whole  United  States,  and  with  this  small  acreage 
he  must  compete  with  established  interests,  and  this  acreage  and  the  short 
term  of  the  lease,  leads  to  unnecessary  expenditures  in  <lrilling,  thus  increasing 
the  cost  of  development  and  operation,  leads  to  waste,  and  prevents  any  lease- 
holder from  becoming  large  enough  (unless  his  lease  should  be  rich  beyond 
belief)  to  compete  successfully  with  established  interests. 

It  is  submitted  that  the  bill  should  restrict  prospectors  to  a  given  area  of,  saj'. 
4,800  acres  in  certain  areas  of  probable  oil-bearing  lands,  with  a  maximum 
restriction  of  9,600  acres  in  any  State..  On  this  question  of  the  area  which 
any  prospector  should  be  permitted  to  acquire,  further  remarks  will  be  sub- 
mitted. 

Respectfully, 

Rice  &  Lyons, 
Lawyers,  TuUa,  Okla. 
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Mr.  Lenroot.  You  will  be  here  constantly  during  the  hearings,  will 
you? 

Mr.  KicE.  I  wanted  to  go  away  this  week,  if  I  could,  Mr.  Lenroot, 
but  I  will  stay  if  necessary. 

Mr.  Lexkoot.  I  would  like  to  ask  you  some  questions  upon  a  phase 
of  the  matter  that  I  am  not  prepared  to  pursue  this  morning. 

Mr.  Bice.  Very  will ;  I  will  be  here. 

The  Chairman.  I  have  some  matters  that  I  would  like  to  take  up 
later  also. 

Mr.  Tatlor.  I  would  like  to  say  in  that  connection  that  I  think 
Mr.  Bice's  statements  concerning  the  desirability  of  an  excess  quan- 
tity of  land  represents  very  largely  the  sentiment  of  the  Wyoming 
and  Colorado  people. 

Mr.  Lenroot.  I  wanted  to  ask  some  questions  along  that  line. 

Mr.  Tatlor.  All  the  communications  nearly  that  I  get  are  very 
insistent  upon  allowing  greater  territory  in  entirely  unexplored 
country.  They  feel,  as  Mr.  Bice  has  said,  that  640  acres  is  not  going 
to  produce  any  development — in  fact,  will  prevent  it.  We  ought  to 
give  them  more  possibilities  to  expand. 

ilr.  Lenroot.  "Mr.  Bice,  did  I  understand  you  to  say  that  in  your 
opinion  if  the  area  is  increased  to  2,560  acres  that  that  would  be  suf- 
ficient to  warrant  the  establishment  of  a  refinery  by  the  claimant! 

Mr.  Bice.  Yes,  sir ;  ordinarily.  When  w^e  go  into  wildcat  territory 
we  receive  leases  from  2,000  to  10,000  acres,  and  we  go  in  there  on 
the  theory  that  if  we  strike  oil  that  is  a  sufficient  acreage  to  justify  us 
in  installing  a  pipe  line,  etc.,  if  it  turns  out  well.  In  Texas  we  have 
drilled  4,000  feet  on  an  8,000-acre  block  and  didn't  get  anything.  In 
Oklahoma,  on  the  other  hand,  we  drilled  2,000  acres  and  got  some 
oil. 

Mr.  Lenroot.  Well,  knowing  the  oil  situation  as  you  do,  is  there 
any  probability  that  upon  any  prospective  permit  of  2,560  acres  that 
all  of  that  area  would  develop  into  proven  territory  ? 

Mr.  Bice.  I  might  say  that  no  such  possibility  exists. 

Mr.  Lenroot.  You  say  that  your  minimum  acreage  for  a  refinery  is 
2,000  acres.  Then,  even  2,660  acres,  with  the  probability  of  it  not  all 
being  proven  territory,  will  not  warrant  the  establishment  of  a  re- 
finery? 

Mr.  Bice.  No,  sir ;  but  what  I  mean  to  say  is,  you  take  a  territory 
which  the  oil  geologist  says  is  likely  to  produce  oil,  and  you  get  2.560 
acres  on  that  dome,  as  we  call  it,  and  it  does  ordinarily  produce  oil — 
produce  oil  in  ordinary  quantities — ^2,560  acres  will  probably  give  you 
enough  so  that  you  can  go  ahead  and  develop  the  territory  and  get 
transportation  and  refineries  in  shape. 

Mr.  Lenroot.  Are  you  familiar  with  the  California  fields? 

Mr.  Bice.  No,  sir. 

Mr.  Lenroot.  Are  you  familar  with  the  California  refineries? 

Mr.  Bice.  Not  to  any  extent;  no,  sir. 

Mr.  JjESBOOT.  Is  it  a  fact  that  there  are  a  large  number  of  re- 
fineries in  the  California  field,  other  than  Standard  refineries? 

Mr.  Bice.  Yes,  sir;  I  think  there  are  about  40  refineries  in  Cali- 
fornia. 
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Mr.  Lenroot.  That  being  true  in  California,  is  there  any  reason 
to  think  that  the  same  thing  would  not  be  true  in  Wyoming,  with 
the  field  being  developed? 

Mr.  KiCE.  Well,  the  only  thing  against  that  is  that  the  Standard 
now  has  in  Wyoming  two  refineries  and  has  four-fifths  of  the  pro- 
duction, and  they  are  in  pretty  good  shape.  Now,  if  you  limit  the 
other  fellow  in  there  so  he  canx  ever  get  mto  business,  ne  can't  com- 
pete in  Wyoming. 

Mr.  Lenroot.  Well,  do  you  mean  by  that  that  the  Standard  in 
Wyoming  is  controlling  production? 

Mr.  Rice.  I  think  the  Standard  in  Wyoming  has  about  four-fifths 
of  the  production ;  yes,  sir. 

Mr.  Lenroot.  And  that  is  not  true  of  California? 

Mr.  Rice.  No,  sir;  California,  as  I  understand  it,  has  been  held 
in  very  good  shape  by  reason  of  the  fact  that  the  independent  indus- 
tries have  grown  so  that  the  Standard  could  not  control  the  situation. 

Mr.  Lenroot.  Has  your  concern  a  refinery  in  Wyoming? 

Mr.  Rice.  No,  sir;' we  have  nothing  in  Wyoming  except  a  few 
leases  on  some  patented  land.  We  have  a  field  staff  there,  quite  a 
large  one,  with  offices  in  Cheyenne,  and  so  forth,  investigating  the 
country,  but  we  have  made  no  inve^ment. 

Mr.  Lenroot.  Are  there  any  independent  refiineries? 

Mr.  Rice.  I  understand  there  are  two,  what  they  call  "  topping '^ 
plants,  of  a  few  hundred  barrels  a  day  capacity  only. 

Mr.  Lenroot.  Now,  as  I  understand,  you  maintain  that  a  claimant 
should  have  a  right  to  lease  the  entire  2,560  acres? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  I^ase  all  of  the  area  included  in  his  prospecting 
permit? 

Mr.  Rice.  Yes,  sir;  and  that  that  one  lease  should  not  be  his  limit 
in  the  whole  United  States;  and  if  you  decide  that  is  enough  for  any 
man  to  have  in  any  State,  he  ought  to  be  able  to  go  to  another  State. 
As  a  matter  of  fact,  I  think  he  ought  to  be  limited  to  certain  areas 
in  each  State. 

Mr.  Lenroot.  In  your  opinion,  in  any  legislation  which  was  en- 
acted, should  the  policy  of  rewarding  the  man  who  goes  into  wildcat 
territory  and  develops  oil  be  pursued  as  a  correct  policy  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  And  you  think  the  royalty  should  be  less  because  of 
that  fact? 

Mr.  Rice.  Yes,  sir.  Well,  I  don't  think  the  royalty — ^if  you  are 
going  to  have  a  lease,  an  eighth  royalty  is  small  enough  and  large 
enough,  ordinarily.  An  eighth  royalty  is  no  particular  objection. 
T  wouldn't  ask  for  a  lease  for  less  than  an  eighth  royalty. 

Mr.  Lenroot.  Would  you  say  that  a  lease  at  an  eighth  royalty  in 
pure  wildcat  territory  is  proper,  but  when  that  territory  becomes 
proven,  where  there  is  less  hazard,  that  the  royalty  snould  still 
be  one-eighth? 

Mr.  Rice.  No,  sir;  I  don't  contend  that. 

Mr.  Lenroot.  But  if  your  theory  should  be  adopted,  that  we  have 
a  uniform  rate  of  royalty  for  the  whole  2,500  acres,  what  opportunity 
would  there  be  to  either  reward  the  claimant  upon  the  one  hand  or 
secure  the  value  of  the  oil  to  the  Government  upon  the  other — ^the 
value  of  the  lease? 
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Mr.  Sice.  Well,  I  don't  object  at  all  to  a  naduated  scale  of  royalty. 
We  have  had  that  up  oflf  and  on  with  the  Interior  Department. 

Mr.  Lenroot.  This  don't  go  to  the  graduated  scale.  This  goes  to 
the  proposition  of  a  low  royalty  in  the  case  of  the  man  who  maKes  the 
first  discovery,  thus  rewarding  him  for  his  discovery,  but  a  higher 
royalty  upon  leases  made  where  discovery  has  been  made  in  that 
geological  structure. 

Mr.  Rice.  There  is  nothing  unfair  in  that,  Mr.  Lenroot, 

Mr.  Lenroot.  Well,  is  it  your  position  then  that  in  a  prospecting 
permit  of  2,560  acres  the  Secreary  should  be  at  liberty  to  exact  such 
royalty  as  he  mi^ht  think  ].ust? 

Mr.RiCE.  Well,  I  think  that  is  all  right,  but  that  royalty  ought  to 
be  fixed  either  when  the  lease  is  granted,  or  for  a  definite  period,  be- 
cause anybody  engaged  in  the  refming  of  oil  ought  to  know  how  much 
his  oil  is  going  to  cost  him;  and  it  they  can  change  it  during  the 
course  of  production  it  might  upset  all  his  contracts. 

Mr.  Lenroot.  Now,  assuming  that  here  are  two  prospecting  per- 
mits adjoining  each  other — and  I  think  under  both  bills  they  have  a 
period  of  two  years  in  which  to  make  discovery^— one  prospecting 
permit  is  given  to  A  and  another  to  B.  A  proceeds  vigorously  upon 
m  permit  and  may  make  discovery  right  along  the  line  of  B's  prop- 
erty. B  may  have  done  little  or  nothing,  or  merely  enough  to  keep 
his  prospecting  permit  alive.  Now  under  your  theory  B  would  get 
a  lease  on  a  royalty  upon  the  theory  of  reward,  where  A,  who  has 
taken  all  the  hazards,  had  to  pay  as  high  a  royalty  as  B.  Do  you 
think  that  is  fair? 

Mr.  Rice.  Well,  the  man  who  has  gone  ahead  and  developed  his 
land  would  draw  enough  oil  from  the  other  fellow  to  make  up  the 
difference. 

Mr.  Lenroot.  On  2,560  acres  with  one  well?  You  wouldn't  say 
that,  would  you — one  well  that  was  enough  to  make  discovery  ? 

Mr.  Rice.  Well,  one  well — I  don't  think  there  would  be  any  prac- 
tical way  out  of  that.  If  you  leased  the  dome,  and  there  was  enough 
acreage  on  that  dome  so  as  to  give  to  four  men  prospecting  permits 
of  equal  value,  whoever  went  ahead  would  get  his  oil  and  develop 
for  the  others.  The  probabilities  are  there  wouldn't  be  that  much 
acreage  on  the  dome  that  was  any  good. 

Mr.  Lenroot.  Wouldn't  it  be  perfectly  practical  under  the  House 
scheme  that  we  would  save  the  other  three-fourths  of  the  area  to 
be  leased  on  competitive  bidding,  the  Government  getting  such 
royalty  as  it  ought  to  get  where  the  territory  was  proven? 

Mr.  RicB.  It  might  be.  I  think  that  would  make  a  mass  of  ad- 
ministration, though.  I  think  that  the  royalty  ought  to  be  fixed 
when  they  start  out,  and  then  changed  if  they  want  to  on  notice. 

Mr.  Lenroot.  Then  it  is  your  idea,  is  it,  that  we  should  provide 
the  same  royalty  for  a  man  who  spends  hundreds  of  thousands  of 
dollars  in  prospecting,  as  against  a  man  who  gets  his  oil  at  practi- 
cally no  hazard  ? 
Mr.  Rice.  No  ;  I  don't  say  that. 

Mr.  Lenroot.  How  do  you  avoid  it,  under  your  proposition  ? 
Mr.  Rice.  I  think  if  you  lease  developed  lands,  proven  territory, 
you  can  let  the  producer  bid  on  how  much  royalty  he  is  going  to  pay 

'or  that  proven  territory. 
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Mr.  Lenroot.  But  in  the  case  I  have  given,  we  have  already  given 
prospective  permits  upon  the  geological  structure  to  several  men, 
and  that  becomes  proven  territory  upon  the  discovery  of  oil  by  on© 
prospector. 

Mr.  Rice.  Well,  leave  his  royalty  alone  and  increase  the  royalty 
of  the  others.    Is  that  your  idea? 

Mr.  Lenroot.  Well,  the  House  bill  does  provide  a  means  whereby 
that  situation  is  given  consideration,  while  your  proposition  does  not. 

Mr.  Rice.  The  reason  I  say  that  the  royalty  ought  not  to  be 
changed  from  time  to  time  is  because  it  will  affect  the  contracts  later. 
NoAY,  if  vou  can  set  the  lovaltv  out  first,  graduated  on  the  amount  of 
production  in  each  well,  and  graduate  it  up  and  down  so  that  a  man 
will  know  about  what  he  is  paying,  he  can  do  business. 

Mr.  Lenroot.  That  is  another  proposition,  isn't  it,  entirely? 

Mr.  Rice,  No,  sir ;  I  think  that  is  the  same  thing. 

Mr.  Lenroot.  That  has  nothing  to  do  as  to  the  proposition  of  re- 
ward for  discovery. 

Mr.  Rice.  No:  but  I  understand  you  are  giving  several  men  leases 
on  the  same  dome  at  the  same  royalty,  and  one  man  goes  in  and  gets 
oil,  and  then  the  other  man  comes  in  and  profits  by  that  discovery, 
and  I  say  that  if  you  have  the  right  to  graduate  the  voysAtj  upon 
production  you  can  protect  yourself  and  protect  the  fellow  who  went 
in  there  first.  You  don't  need  to  raise  his  royalty,  but  you  can 
raise  the  other  fellows,  if  they  get  oil. 

Mr.  Lenroot.  Then  I  think  you  misunderstood  my  first  guestion. 
What  I  intended  to  ask  you  was  whether  you  would  give  discretion 
to  the  Secretary  of  the  Interior  to  fix  the  royalty? 

Mr.  Rice.  I  wouldn't  say  that  I  would  be  in  favor  of  giving  dis- 
cretion to  fix  it,  but  I  see  no  reason  why  he  should  not  graduate  the 
royalty  if  it  is  put  in  the  lease,  so  a  man  can  tell  about  what  a  man 
has  to  pay  for  his  oil. 

Mr.  Lenroot.  Isn't  that  fixing  it? 

Mr.  Rice.  No;  but  I  mean  if  you  just  say  the  Secretary  can  in- 
crease or  decrease  the  royalty  if  he  sees  fit  during  the  life  of  the  leasie, 
that  leaves  the  producer  helpless;  but  if  you  say  he  can  have  a  sixth, 
or  an  eifi:hth,  or  a  fourth,  or  a  half,  depending  upon  the  amount  of 
production  that  he  produces  from  his  lease,  he  is  in  pretty  good  shape 
to  figure  where  he  is. 

Mr.  Lenroot.  But  in  that  case  the  lease  for  the  man  who  made  the 
first  discovery  and  the  lease  of  the  man  who  takes  what  is  a  proven 
field  by  reason  of  that  first  discovery,  would  be  exactly  the  same, 
unless  the  Secretary  is  given  discretion,  based  upon  production.  He 
would  then  not  give  a  reward  to  the  man  who  made  the  discovery. 

Mr.  Rice.  You  could  provide  in  there  that  the  fellow  who  made  dis- 
covery shall  not  pay  a  royalty  in  excess  of  one-eighth. 

Mr.  TayijOr.  As  I  understand  it,  Mr.  Rice,  you  are  in  favor  of 
giving  the  original  man  who  goes  out  into  an  entirely  new  territory — 
of  giving  him  an  encouraging  rate,  as  low  as  we  can,  one-eighth  v^re 
will  say? 

Mr.  Rice.  Yes,  sir. 

Mr.  Taylor.  And  then  after  he  makes  a  success,  if  he  does — of 
course  if  he  don't  he  loses  his  money ;  he  bears  the  los5s — ^if  he  makes 
a  success  and  other  people  then  flock  around  him  to  get  the  benefit 
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of  his  labor,  and  the  chance  he  has  taken  and  the  money  he  has  ex- 
pended, you  are  perfectly  willing  that  the  Secretary  of  the  Interior 
should  fix  upon  them  a  nigher  rate,  or  some  siich  rate  as  he  deems 
proper  ? 

Mr.  EiCE.  Yes,  sir. 

Mr.  Tatlor.  But  that  he  shall  not  fluctuate  that  rate  after  he  has 
fixed  it,  up  and  down,  because  that  would  upset  the  plans  of  both  the 
original  man  or  of  subsequent  men. 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  Mr.  Rice,  I  would  like  to  go  into  another  matter, 
and  it  will  take  longer  this  morning  to  get  it  than  we  have,  and  it 
would  take  a  little  time  to  investigate  later.  But  I  would  like  to  ask 
about  one  feature  now. 

What  is  your  view  of  entering  a  provision  in  this  bill  that  no  for- 
eign corporation — foreign  controlled  corporation — should  have  a 
lease  under  the  bill  ? 

Mr.  Rice.  Well,  the  stock  of  the  Roxana  Petroleum  Co.,  of  Okla- 
homa, as  you  know,  is  controlled  in  London  and  Holland,  and  that 
question  would  be  directed  right  squarely  at  the  people  I  represent. 

Mr.  Raker.  Well,  that  is  the  reason  I  am  putting  it  right  square. 

Mr.  Rice.  Now,  the  Roxana  Petroleum  Co.  is  organized,  as  I  say, 
under  the  laws  of  the  State  of  Oklahoma,  is  wholly  subject  to  the  rules 
and  regulations  of  the  State  of  Oklahoma  and  the  laws  of  the  XTnited 
States.  In  other  words,  it  pays  its  taxes  and  is  controlled  fully  by 
the  laws  of  the  United  States.  The  company  going  into  the  oil  busi- 
ness and  expending  its  money  in  the  development  of  territory  and 
the  refining  of  oil  and  the  transportation  of  oil,  etc.,  does  not  clear 
more  than  about  one-fourth  at  best,  and  that  only  if  it  is  very  fortu- 
nate. If  it  makes  25  per  cent  it  has  done  well.  So  that  this  foreign 
company  of  which  you  make  mention  is  expending  in  the  United 
States  at  least  75  per  cent  of  all  the  money  taken  in. 

Mr.  Rakeb.  Irrespective  of  the  amount  of  money  they  expend,  or 
the  amount  of  money  they  make,  as  to  the  question  of  public  policy, 
what  have  you  to  say  as  to  legislation  on  this  bill  that  will  prohibit 
a  foreign  corporation  or  an  alien — I  will  put  it  that  way — from 
owning  oil  land  or  a  lease — ^the  same  should  apply  to  the  lease — why 
wouldn't  the  same  reason  apply  to  a  foreign-owned  corporation  ? 

Mr.  Rice.  Well,  the  control  of  the  agricultural  land  by  aliens  is  not 
the  same  as  a  corporation  organized  mider  the  laws  of  the  United 
States  but  owned  abroad,  doing  business  and  riskiuff  its  money  from 
day  to  day  in  the  States.  I  don't  think  it  is  a  parallel  case.  A  man 
might  well  be  prevented  from  owning  agricultural  land  in  a  State 
and  holding  it  there  and  letting  it  grow  in  value  and  gradually 
obtaininjg  a  great  mass  of  land ;  but  the  corporation  engaged  in  in- 
vesting its  money  is  a  whoUjr  different  proposition. 

Mr.  Raker.  What  is  the  difference,  if  the  one  controls  the  land  and 
the  other  controls  the  life  of  trade,  the  very  thing  that  will  be  neces- 
sary to  move  or  to  produce,  to  give  the  farmer  material  upon  which 
he  can  plow  and  ship  and  transport  his  produce,  as  well  as  the  ma- 
terial he  needs,  which  is  the  very  life  of  our  trade,  as  well  as  our 
shipping  interests?  Do  you  think  as  a  question  of  public  policy  that 
the  country  ought  to  permit  foreign  ownership,  either  by  lease  or 
ownership  of  such  a  vital  product  as  the  oil  and  petroleum  in  this 
country? 
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Mr.  Rice.  I  don't  think  it  is  against  public  policy  at  all.  I 
think  so  long  as  that  business  is  earned  on  in  the  United  States  sub- 
ject to  such  laws  as  the  United  States  cares  to  pass,  it  can  only  be 
a  benefit  to  the  United  States.  If  this  oil  is  refined  and  shipped  out 
of  the  United  States  in  time  of  war  there  might  be  some  objection 
to  it.  In  time  of  war  if  this  oil  is  produced  in  the  United  States 
and  shipped  to  the  allies,  you  can  not  have  any  objection.  That  is 
what  is  done  with  it  now.  In  time  of  peace  if  that  oil  is  distributed 
in  the  United  States  it  helps  defeat  any  monopoly  in  oil  interests  in 
the  United  States.  In  other  words,  I  can  not  see  why  the  develop- 
ment of  the  country  should  be  retarded  merely  because  the  money 
which  makes  the  development,  comes  from  the  outside.  If  you  come 
back  to  the  proposition  that  all  resources  ought  to  be  owned  and  re- 
tained by  the  Grovernment,  that  is  another  thing.  But  if  you  get 
away  from  that  and  let  the  ordinary  individual  go  out  and  develop 
that  land  and  take  that  natural  resource,  so  far  as  the  benefit  to  the 
country  is  concerned  it  doesn't  make  any  difference  whether  it  is  a 
foreign-owned  or  a  domestically  owned  concern. 

Mr.  Eaker.  Suppose  you  permit  a  foreign  corporation  to  so  handle 
and  control  a  natural  resource  that  they  can  add  to  or  subtract  from 
its  supply  as  they  please,  and  transport  it  to  any  place — allies  or 
otherwise — and  they  are  interested  in  both  sides  in  this  case? 

Mr.  Bice.  No,  sir;  they  are  not. 

Mr.  Raker.  Now,  don't  be  too  hasty,  unless  you  have  got  all  the 
records  on  the  matter  as  to  the  interests  of  the  companies.  Don't 
you  think  that  such  a  condition  at  the  present  time  ought  not  to  be 
permitted  ? 

Mr.  Bice.  Unquestionably,  if  there  is  any  shipping  of  oil  from 
the  United  States  to  the  enemy,  of  course  it  should  be  restricted. 
Nobody  questions  that. 

Mr.  Baker.  I  mean  holding  a  natural  resource  by  which  a  foreign 
country,  through  its  laws  and  its  citizens,  through  a  corporation, 
could  control  one  of  the  natural  resources  of  this  country.  Don't  you 
think  it  is  really  a  bad  condition  of  affairs,  and  ought  not  to  be 
permitted,  particularly  at  the  present  time,  as  relates  to  the  oil  supply 
of  this  countiy? 

Mr.  Bice.  If  there  was  any  question  of  the  shipping  of  the  re- 
fined product  or  crude  product  to  any  place  where  it  should  not  be 
shipped,  of  course  it  should  be  stopped  at  once.  There  is  no  question 
about  that. 

Miss  Bankin.  How  can  you  tell?  For  instance,  we  have  no  allies 
in  this  war  at  the  present  time.  We  only  have  associates.  In  10 
years  from  now  the  associates  may  be  enemies,  and  if  we  permit  it 
now  how  can  we  change?  It  just  happens  that  this  was  a  company 
from  countries  that  are  our  associates. 

Mr.  Bice.  Well,  you  always  have  the  right  to  restrict  the  ship- 
ments, if  you  wish,  by  legislation  or  by  rules  and  regulations.  You 
know  now  where  every  barrel  of  oil  is  shipped,  and  you  could  always 
have  that  knowledge. 

Miss  Bankin.  I  can  not  see  your  distinction  between  one  natural 
resource  and  another— the  land  and  the  oil.  The  land  is  limited  the 
same  as  our  land  is  limited. 

Mr.  Bice.  The  difference  that  I  make  is  the  difference  between  real 
property  and  personal  property.    If  we  come  in  and  acquire  real 
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property,  wbich  is  fixed,  and  gain  control  of  a  large  amount  of  that 
iwl  property,  we  are  in  much  different  shape  than  if  we  have  our 
^ney  invested,  changing  here  and  there  every  day,  which  is  so  sub- 
jed  to  inspection  and  so  subject  to  control. 

Mr.  Kail£r.  What  is  the  distinction  between  owning  an  oil  well  and 
a  coal  mine,  for  instance? 

Mr.  KiCE.  Well,  I  don't  know  what  the  rules  and  regulations  are 
relative  to  the  coal  situation. 

Mr.  Rak£r.  Now,  not  knowing  it,  I  am  asking  for  that  very  reason 
what  is  the  difference  in  permitting  an  alien  to  take  a  coal  claim  or 
take  an  oil  claim? 

Mr.  Rice.  I  can  not  see  offhand  any  difference  or  any  reason  why 
the  distribution  of  coal  should  not  and  can  not  be  controlled,  just 
the  same  as  the  distribution  of  oil. 

Mr.  Kaker.  What  about  the  precious  minerals,  such  as  gold  and 
silver? 

Mr.  EiCE.  They  do.  The  United  States  has  never  prohibited 
foreign-owned  companies  from  engaging  in  mining  precious  metals. 

Mr.  Raker.  I  have  said  an  alien,  a  private  owner. 

Mr.  Rice.  I  say  the  United  States  has  never  prohibited  an  alien- 
controlled  corporation  from  mining  ^old. 

Mr.  Raker.  But  they  have  the  individuals. 

Mr.  Rice.  Oh,  certainly. 

Mr.  Raker.  They  have  done  that  right  along  all  the  time,  and  it 
must  have  been  for  some  reason. 

Mr.  Rice.  I  think  it  grew  out  of  the  idea  that  the  alien  should 
not  control  the  agricultural  land  or  real  estate. 
^  Mr.  Raker.  Mineral  land  is  only  good  for  producing  gold  and 
silver. 

Mr.  Rice.  But  I  don't  believe  that  the  investment  of  money  in  this 
mining  proposition  of  coal,  gas,  gold,  or  anything  else  is  a  parallel 
case  with  the  ownership  of  land  for  agricultural  or  grazing  pur- 
poses, etc. 

Mr.  Raker.  I  am  talking  about  the  mineral  land  now  and  asking 
you  the  distinction,  if  you  can  make  any  distinction,  between  an  alien 
owning  mineral  land  and  extracting  gold  from  it  and  owning  oil  land 
and  extracting  oil  from  it. 

Mr.  Rice.  No,  sir ;  I  think  they  are  practically  the  same. 

Mr.  Raker.  Then,  if  there  is  a  reason  why  the  alien  should  not 
own  the  mineral  land,  the  same  reason  would  apply  to  the  oil  land, 
would  it  not? 

Mr.  Rice.  The  alien  individual,  if  he  is  prohibited  from  owning  a 
gold  mine  on  that  theory,  could  also  be  prohibited  from  owning  an 
oil  well. 

Mr.  Raker.  I  can  not  see  any  distinction. 

Mr.  Rice.  I  can  see  a  vast  distinction  between  an  alien  owning 
land  and  owning  an  investment  in  oil  or  gold. 

Mr.  Raker.  1  am  trying  to  get  an  expression  of  opinion  upon  one 
subject  without  mixing  it  up  with  the  agricultural  feature. 

Mr.  Rice.  I  see  no  difference  at  this  time  between  an  alien  owning 
a  gold  mine  or  an  oil  welL 

Mr.  Raker.  And  if  it  should  appear  to  be  the  right  policy  to  pre- 
vent an  alien  corporation  from  owning  a  gold  mine,  the  same  as  an 
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alien  individual,  you  would  see  no  distinction  in  prohibiting  him 
from  owning  an  oil  well  or  oil  land,  the  same  as  an  individual, 
would  you  ? 

Mr.  KicE.  No;  I  think  not.  I  think  that  the  Government  would 
have  absolute  control  of  both.  In  that  case  I  can't  see  any  particular 
reason  for  any  distinction. 

Mr.  Raker.  Do  I  understand  you  to  say — so  that  you  may  look  it 
up — that  your  corporation,  the  Koxana  Oil  Co.,  has  no  representation 
in  the  Royal  Dutch  Co.  ? 

Mr.  Rice.  Not  at  all,  sir.  And  I  will  say  for  the  Roxana  Petro- 
leum Co.  that  none  of  its  stockholders  have  any  relation  with  the 
German  Government. 

Mr.  Raker.  Has  the  Royal  Dutch  Shell  Co.  any  interest  in  the 
Roxana  Petroleum  Co.? 

Mr.  Rice.  Mr.  Raker,  there  is  no  such  thing  as  the  "  Royal  Dutch 
Shell."  There  is  the  "  Shell  Transport  &  Trading  Co.,"  of  London, 
and  there  is  the  "  Royal  Dutch  for  the  Development  of  the  Indies." 
The  Shell  Transport  &  Trading  Co.  is  an  English  company,  and  the 
Royal  Dutch  for  the  Development  of  the  Indies  is  a  Holland 
company. 

Mr.  Raker.  What  is  the  "  Dutch  Shell "  company? 

Mr.  Rice.  There  is  no  such  thing. 

Mr.  Raker.  Then  give  us  its  true  name. 

Mr.  Rice.  I  say  the  Shell  Transport  &  Trading  Co.  of  Liondon  is 
one,  and  the  Royal  Dutch  for  the  Development  of  the  Indies  is  the 
other.  On  the  stock  exchange  in  the  United  States  it  is  known  as  the 
Royal  Dutch.  That  is  where  you  get  the  idea  of  "  Dutch  Shell."  The 
Shell  Transport  &  Trading  Co.  is  an  English  company,  and  the  Royal 
Dutch  is  a  Holland  company. 

Mr.  Raker.  They  have  got  their  names  a  little  bit  mixed? 

Mr.  Rice.  Not  at  all,  sir.  They  are  mixed  in  your  statement; 
that  is  all. 

Mr.  Raker.  Now,  just  give  us  the  name  of  what  represents  the 
Dutch  Shell  Oil  Co.  If  that  is  not  the  correct  name,  what  is  the  cor- 
rect name? 

Mr.  Rice.  All  right,  sir.  The  Shell  Transport  &  Trading  Co. 
(Ltd.),  of  London,  is  one  interest.  The  Royal  Dutch  for  the  De- 
velopment of  the  Indies  is  the  other  interest.  The  Shell  Transport 
&  Trading  Co.  of  London  is  domiciled  in  London.  The  Royal  Dutch 
for  the  Development  of  the  Indies  is  domiciled  in  The  Hague  in 
Holland,  and  the  Royal  Dutch  are  the  shares  that  are  on  the  New 
York  Stock  Exchange. 

Mr.  Raker.  Now,  are  those  companies  that  are  named  by  you — 
do  they  include  all  that  have  anything  to  do  with  the  "  Dutch  Shell " 
company  or  the  "  Shell  Oil  Co."  or  the  "  Dutch  Shell  Oil  Co. "?  Does 
that  include  all  that  have  any  name  of  that  similar  sound? 

Mr.  Rice.  Yes,  sir ;  I  think  I  could  say  yes  to  that. 

Mr.  Lenroot.  The  combination  between  the  English  company  and 
the  Dutch  company  is  commonly  known  as  the  "  Royal  Dutch  Shell 
Combined,"  is  it  not? 

Mr.  Rice.  The  Royal  Dutch  is  what  it  is  on  the  stock  exchange, 
and  I  think  is  commonly  spoken  of  as  the  "  Royal  Dutch." 

Mr.  Lenroot.  The  common  designation  of  it,  without  being  a  legal 
combination  ? 
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Mr.  Rice.  Tes,  sir ;  except  that  it  is  often  referred  to  as  the  ^*  Royal 
Dutch  Shell  group,"  instead  of  "  combine." 

Mr.  Taylor.  Do  you  mean  to  say  that  none  of  that  stock  is  held 
in  Berlin  ? 

Mr.  Rice.  No,  sir;  none  of  it. 

The  Chairman.  Is  this  company  engaged  in  any  oil  production  in 
Boumania  ? 

Mr.  Rice.  I  presume  so. 

The  Chairman.  And  does  the  Central  Bank  of  Germany  at  Berlin 
have  anything  to  do  with  that? 

Mr.  Rice.  No,  sir.  I  may  add  that  all  of  the  stock  of  the  Royal 
Dutch  in  England  has  been  impounded — or  that  which  might  be 
doubtful  has  oeen  impounded — ^by  the  British  Government.  Eng- 
land has  been  in  the  war  three  years  or  more,  and  the  Dutch  and  the 
Shell  have  supplied  enormous  quantities  of  oil  to  the  allies  under  the 
direction  of  the  British  Government.  The  British  Government  has 
become  a  partner  in  the  Roj^al  Dutch.  If  they  are  not  in  the  clear 
there  is  no  company  that  is  m  the  clear. 

Mr.  Raker.  Are  the  companies  named  by  you  interested  in  each 
other  by  stock  ownership  or  otherwise,  and  directorates  ? 

Mr.  KicE.  No;  I  rather  think  not.  I  can  not  answer  definitely  on 
that.  The  Shell  Transport  &  Trading  Co.  is  what  we  call  the  English 
branch  of  the  outfit ;  and  the  Royal  Dutch  is  what  we  call  the  Dutch 
branch,  and  there  may  be  some  small  interlocking  directorate  or  stock 
interest 

Mr.  Taylor.  Does  the  English  branch  control  the  Dutch  branch  ? 

Mr.  Rice.  I  have  an  idea  that  the  actual  stock  control  is  in  the 
Dutch,  but  the  actual  control  of  the  company  and  the  direction  of  the 
company  is  in  London.  I  have  been  there  in  the  ofiice  and  know  that 
that  is  true» 

Mr.  Raker.  How  much  of  the  stock  of  the  Roxana  company  do 
these  several  companies  own  ? 

Mr.  Rice.  The  stock  of  the  Roxana  is  held  by  the  Royal  Dutch,  I 
think  about  60  per  cent,  subject  to  qualification  which  I  will  make; 
and  by  the  Shell  about  40  per  cent.  To  be  deducted  from  that,  how- 
ever, is  an  interest  of  27  per  cent  of  the  whole,  which  is  held  by 
Alexander  Mackay,  of  Scotland,  and  his  associates,  under  the  name  of 
the  Dundee  Corporation,  which  is  a  New  Jersey  corporation.  Then 
there  are  three  snares  of  stock  held  one  by  me  and  one  by  Mr.  Airey 
in  New  York,  and  one  by  Mr.  Van  der  Gracht. 

Mr.  Raker.  Simply  for  you  to  qualify  as  directors? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  So,  as  a  matter  of  fact,  the  Roxana  is  only  a  corpora- 
tion in  name,  so  far  as  legal  identity  is  concerned,  and  owned  prac- 
tically 60  per  cent  by  the  Royal  Dutch  and  40  per  cent  by  the  other 
companies  which  you  named? 

Mr.  Rice.  Subject  to  27  per  cent  held  by  Alexander  Mackay. 

Mr.  Raker.  Which  are  loreign  corporations,  foreign  stockholders. 

Mr.  Rice.  It  may  be  those  are  foreign.    That  is  true. 

Mr.  Raker.  Foreign  stockholders  as  well  as  foreign  directors. 

Mr.  Rice.  The  Dundee  I  am  not  certain  about.  The  Dundee  is 
more  of  a  local  concern  than  the  others.  It  is  just  a  small  interest 
that  Alexander  Mackay  acquired  by  reason  of  certain  interests  which 
he  held. 
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Mr.  Eaker.  And  where  the  Shell  company  is  interested  all  over  the 
world  it  will  own  and  would  be  interested  indirectly  in  the  Eoxanaf 

Mr.  KiCE.  Well,  that  is  gutting  it  backwards,  of  course. 

Mr.  Eaker.  You  might  just  as  well  put  it  backwards  as  forwards, 
you  know. 

Mr.  Sice.  Well,  the  interests  of  the  Shell  are  large  interests,  and 
the  Soxana  is  a  small  company. 

Mr.  Eaej:r.  I  will  put  it  the  other  way  and  get  the  direct  answer. 
Wherever  the  Shell  is  interested,  or  their  people,  of  course  the  Eoxana 
would  be  interested.     Isn't  that  ri^ht? 

Mr.  EiCB.  Well,  it  is  right,  putting  it  backwards,  as  I  say.  The 
biff  interest  is  the  other  way,  but  the  small  interest  is  in  the  Eoxana. 

Mr.  Eaker.  Now,  I  would  like  to  have  you  furnish  the  committee, 
when  you  come  back,  a  list  of  these  companies,  the  names  of  them, 
the  names  of  the  American  directors,  and  where  you  are  doing  busi- 
ness and  at  what  places,  with  the  Shell  company  and  the  Eoxana  com- 
pany, as  well  as  the  Eoyal  Dutch,  and  what  is  the  other  one  you 
named? 

Mr.  EiCE.  You  mean  where  they  are  doing  business  in  the  United 
States  or  in  the  world? 

Mr.  Eaker.  The  United  States  and  the  world,  too. 

Mr.  EiCE.  All  right. 

Mr.  Eaker.  Then,  I  would  like  to  go  into  that  further,  Mr.  Chair- 
man, when  he  gets  that  information.  I  am  not  prepared  this  morn- 
ing.   It  would  take  more  time  to  get  it  now  than  it  will  later. 

The  Chairman.  I  have  two  or  three  elemental  questions  at  this 
time.  What  is  the  total  acreage  of  land  held  by  the  Eoxana  Co.  in 
the  entire  fields  of  the  United  States?    Do  you  know? 

Mr.  EiCE.  That  is  a  very  difficult  question  to  answer. 

The  Chairman.  Could  you  furnish  that? 

Mr.  EiCE.  No,  sir;  I  can  tell  you  now  just  as  well  as  I  ever  can. 
We  get  in  Texas,  for  example,  3,000  or  4,000  acres  for  drilling,  and 
we  drill  a  well,  and  if  that  comes  in  dry  we  surrender  the  3,000  or  4,000 
acres.  We  do  the  same  thing  in  Kansas.  I  assume  that  the  Eoxana 
has  now  in  Oklahoma  somewhere  around  10,000  or  15,000  acres  and 
in  Texas  somewhere  between  -20,000  and  30,000  acres.  In  Kansas — 
I  don't  know — about  3,000  or  4,000  acres,  maybe.  It  is  hard  to  tell 
about  Kansas.  They  struck  granite  there,  and  a  great  deal  of  that 
stuff  is  no  good. 

The  Chairman.  Will  you  go  ahead  now  with  Wyoming  and  Cali- 
fornia ? 

Mr.  EiCE.  In  Wyoming  we  have  very  little,  maybe  1,500  or  2,000 
acres  of  patented  land.  We  have  just  gone  in  there  for  exploration 
more  than  anything  else. 

I  am  not  familiar  with  California.  The  investment  in  California 
is  somewhere  along  about  $20,000,000  or  $30,000,000.  They  have  pro- 
duction there  and  refineries  and  pipe  lines  and  distributing  sta- 
tions.   It  is  quite  a  company. 

The  Chairman.  And  how  much  oil  did  you  produce  last  year  from 
all  your  holdings  in  the  United  States  ? 

tiv.  EiCE.  I  couldn't  tell  you  that. 

The  Chairman.  Could  you  furnish  that? 
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Mr.  Rice.  I  could  not  furnish  that  from  California  very  well.  I 
can  furnish  it  from  Oklahoma,  from  the  midcontinent  field.  I  will 
try  to  get  California,  though. 

The  Chaibman.  And  will  you  furnish  as  complete  a  statement  as 
is  available  of  all  the  fields  and  the  production  in  the  United  States 
for  the  record? 

Mr.  Bice.  Yes,  sir. 

(The  statement  referred  to  follows:) 

Roxana  produced  about  12,000  barrels  per  day  in  Oklahoma  during  1917.  It 
had  no  other  production. 

The  Chairmak.  How  many  pipe  lines  does  the  Koxana  Co.  own  in 
the  United  States? 

Mr.  Rice.  The  Koxana  has  only  one  pipe  line  in  operation.  That 
is  within  the  State  of  Oklahoma,  from  tne  Healdton  field  to  Cushing. 

The  Chairman.  Don't  you  have  one  in  California? 

Mr.  KiCE.  Yes;  the  Shell  Co.  of  California  has.  I  was  thinking 
about  the  midcontinent  field. 

The  Chairman.  I  am  speaking  about  the  entire  holdings  in  the 
United  States. 

Mr.  fiiCE.  I  think  they  have  two  pipe  lines  in  California.  Then, 
we  are  building  a  pipe  line  from  Cushing  to  St.  Louis. 

The  Chair^ian.  So  you  have  three  pipe  lines  in  operation  and  one 
in  course  of  construction? 

Mr.  Rice.  Of  course,  the  pipe  line  in  Oklahoma  is  not  a  common 
carrier.    It  is  just  a  small  pipe  line. 

The  Chairman.  And  could  you  give  the  mileage  and  capacity  of 
those  pipe  lines? 

Mr.  Rice.  I  can  get  that. 

The  Chairman.  Will  you  supply  it  for  the  record  ? 

Mr.  Rice.  Yes,  sir. 

(The  matter  referred  to  follows:) 

Healdton  pipe  line  to  Cushing,  125  miles,  16,000  barrels  per  day. 

California  line,  117  miles,  20,000  barrels  per  day.  (Owns  no  other  pipe  line  in 
CaUfomia.) 

Cushing  to  St  Louis,  about  350  miles,  25,000  barrels  per  day.  (Under  con- 
8tru(rtion.) 

The  Chairman.  Now,  how  many  refineries  does  the  Roxana  own 
in  the  United  States,  in  all  the  fields  ? 

Mr.  Rice.  One  is  completed  and  one  in  course  of  construction. 

The  Chairman.  Where  is  that? 

Mr.  Rice.  At  Alton,  111.,  just  outside  of  St.  Louis.  And  I  think 
possibly  the  Shell  has  two  in  California. 

The  Chaibman.  So  you  think  three  is  the  total  number  of  refin- 
eries that  you  now  own  ? 

Mr.  Rice.  Yes,  sir. 

The  Chaibman.  Have  you  any  more  in  contemplation? 

Mr.  Rice.  No,  sir.  The  one  in  St  Louis  is  in  contemplation,  and 
will  absorb  probably  the  Cushing. 

Mr.  Raker.  Haven't  you  one  at  Martinez,  Cal.  ? 

Mr.  Rice.  I  bdieve  there  are  two  in  California. 

The  Chairman.  Do  you  know  the  capacity  of  those  two  refineries? 

Mr.  RiCB.  No.    I  assume  they  run  about  10,000  barrels  a  day. 
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The  Chaibman.  What  is  the  total  investment  of  the  Boxana  Co» 
in  the  United  States  in  dollars,  if  you  know ! 
Mr.  Rice.  Between  $40,000,000  and  $50,000,000. 
The  Chairman.  And  are  the  allied  holdings  of  either  the  Boyal 
Dutch  or  the  Shell  Co.  or  any  of  the  allied  interests  carrying  on  any 
oil  development  or  refining  or  pipe  lines  under  any  other  names  than 
the  Roxana  in  the  United  States? 
Mr.  Rice.  The  Shell  of  California. 
The  Chairman.  What  holdings  have  they? 

Mr.  Rice.  The  Shell  of  California  is  in  California,  the  same  as  the 
Roxana  is  in  the  mid-continent  field. 

The  Chairman.  And  your  former  answer  related  to  all  the  hold- 
ings either  of  the  Shell  or  the  Roxana  in  the  United  States? 
Mr.  Rice.  Yes,  sir. 

The  Chairman.  Including  both  the  Roxana  Co.  of  Oklahoma  and 
the  Shell  of  California? 

Mr.  Rice.  Yes.    Well,  we  have  some  tankage  down  at  Panama, 
too. 

The  Chairman.  The  amount  of  the  total  investment  in  the  United 
States  you  said  was  how  much? 

Mr.  Rice.  I  should  think  between  forty  million  and  fifty  million 
dollars. 
Mr.  Lenroot.  That  is  the  Roxana  alone? 
Mr.  Rice.  No,  sir ;  the  Roxana  and  the  Shell. 
The  Chairman.  That  includes  every  investment  that  these  allied 
companies  have  in  the  United  States? 
Mr.  Rice.  Yes,  sir. 

The  Chairman.  Now,  do  you  have  the  names  of  the  countries  that 
your  company  and  its  various  parent  companies  are  interested  in? 
And  can  you  give  the  names  of  the  countries? 
Mr.  Rice.  No  ;  I  can  not.    I  can  get  you  those  names. 
The  Chairman.  They  are  engaged  in  business  in  almost  every 
civilized  country  in  the  world  where  oil  is  to  be  found,  are  they  not? 
Mr.  Rice.  Yes,  sir. 

The  Chairman.  In  Roumania  and  most  all  of  the  European  coun- 
tries? 
Mr.  Rice.  Yes,  sir. 

The  Chairman.  In  the  South  African  countries  and  the  South 
American  countries? 
Mr.  Rice.  Yes,  sir.    Probably  not  South  Africa. 
The  Chairman.  And  in  Central  America? 
Mr.  Rice.  I  don't  know  about  Central  America. 
The  Chairman.  I  think  they  have  some  holdings  there. 
Mr.  Taylor.  I  understand  they  have  some  in  Panama. 
The  Chairman.  What  was  done  with  the  products  of  the  Shell 
interests  in  the  United  States  last  year?    Were  they  exported  or 
refined,  or  what  was  done  with  them? 

Mr.  Rice.  As  I  say,  the  Shell  of  California  had  its  own  distrib- 
uting stations ;  its  own  distributing  system,  and  Roxana  sold  most  of 
its  product  to  the  big  pipe  lines.  All  of  the  products  of  the  Shell 
interests  in  the  United  States  were  sold  for  domestice  use,  except  a 
small  portion  to  the  allies. 
The  Chairman.  They  have  their  own  ships,  too,  haven't  they  ? 
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Mr.  Sice.  Yes ;  the  Shell  of  California  sell  up  and  down  the  street, 
just  the  siCme  as  the  Texas  and  the  Standard. 

The  Chairman.  They  have  their  own  ships,  too,  coming  straight 
across  the  sea,  haven't  tney  ? 

Mr.  KiCE.  They  have  some  fleet ;  yes,  sir. 

The  Chairman.  Do  you  know  what  they  did  with  their  products 
last  year? 

Mr.  Rice.  Everything  that  wasn't  sold  in  the  United  States  went 
to  the  allies.  The  Roxana,  of  course,  sold  all  its  crude  last  year  to 
the  big  pipe-line  companies,  except  that  used  in  the  refinery  at  Cush- 
ing,  the  products  from  which  are  sold  for  domestic  consumption. 

ihe  Chairman.  Are  you  acquainted  with  the  substitute  provision 
that  is  pending  before  the  committee? 

Mr.  Rice.  Yes,  sir.  ^  ' 

The  Chairman.  Known  as  the  substitute  for  the  relief  provision? 

Mr.  Rice.  Yes,  sir. 

The  Chahiman.  What  do  you  think  of  that  provision  ? 

Mr.  Rice.  Well,  I  think  that  that  provision  is  probably  a  sufficient 
payment  to  those  persons  who  entered  into  the  public  domain  without 
authority  of  law.  There  may  be  individual  cases  where  they  should 
be  entitled  to  greater  relief,  and  there  may  be  other  cases  where  they 
are  not  entitled  to  so  much.  Generally  speaking,  if  they  receive  their 
production  that  those  wells  produce,  less  an  eighth  at  the  well,  there 
will  not  be  any  great  hardship.  On  the  other  hand,  I  don't  know  that 
it  is  advisable  to  chop  up  the  oil  fields  so  much  by  just  giving  a  man 
an  acre  around  his  well.  It  might  be  better  to  allow  the  owner  of  the 
well  to  have  a  preference  right  to  lease  a  certain  amount  of  acreage 
around  that  well  on  such  terms  as  the  Secretary  of  the  Interior  saw 
fit  and  limited  to  the  same  amount  of  acreage  that  you  let  any  other 
feUow  have.  In  other  words,  I  don't  know  that  it  is  necessary  to  ^ve 
more  than  2,560  acres  to  any  one  existing  interest  that  has  gone  into 
the  public  domain.  In  other  words,  if  you  limit  the  new  fellow  to 
2,560  acres,  it  might  be  well  to  limit  the  amount  of  remedial  as  well 
to  2,560  acres. 

The  Chairman.  Now,  as  I  understand  it,  this  so-called  "  remedial 
legislation,"  either  the  original  provision,  the  Senate  provision,  or 
our  substitute,  none  of  them  have  any  provisions  that  aflfect  you 
at  all? 

Mr.  Rice.  No,  sir. 

The  Chairman.  So,  so  far  as  the  personal  interests  or  financial 
interests  of  the  Shell  Co.  or  any  of  their  subsidiaries  are  concerned, 
they  are  in  no  wise  interested  in  that  provision? 

Mr.  Rice.  So  far  as  I  know  they  have  no  interest  in  it  whatever. 

The  Chairman.  But  you  do  have  an  interest  in  the  general  pro- 
visions of  the  leasing  law  itself? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  As  I  gathered  from  your  remarks.  Now,  are  you 
in  favor  of  a  lease  law  at  all  for  that  western  country  ? 

Mr,  Rice.  Down  in  my  heart,  of  course,  I  favor  the  ownership  by  the 
Government  of  the  natural  resources.  I  assume  that  is  impracticable 
in  this  day  and  age;  the  mater  is  out  of  hand.  The  next  proposition 
is  that  the  oil  should  be  produced  with  as  little  waste  as  possible; 
and  I  believe  that  if  oil  is  produced  under  the  control  of  the  Gov- 
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eminent,  or  even  under  the  control  of  the  State,  that  it  is  produced 
with  less  waste.  And  that  applies  also  to  gas,  because  these  rules 
and  regulations,  however  they  may  grind,  do  tend  to  restrict  the 
waste  of  both  oil  and  gas.  Now,  if  you  patent  the  lands  and  turn 
them  loose,  you  havenx  got  very  much  control  over  the  procedure, 
but  if  you  lease  the  lands  you  will,  to  an  extent,  be  able  to  control 
the  situation.  It  will  also  help  you  control  the  situation  so  far  as 
monopoly  is  concerned,  and  it  will  also  make  the  producer  save  the 
oil  and  gas  sands  through  which  he  goes  to  reach  the  richer  sand. 
So  I  may  say  I  favor  the  leasing  proposition  under  present  condi- 
tions. 

The  Chairman.  Of  course  vou  are  acquainted  with  the  Droceod- 
ings  provided  by  the  placer  law — the  method  of  procedure  under 
that  law — are  you  not? 

Mr.  Bice.  Yes,  sir. 

The  Chairman.  Are  you  familiar  with  the  way  it  has  worked  out 
in  California  and  Wyoming? 

Mr.  Bice.  Only  to  an  extent.  I  am  aware  that  the  placer  law  is 
not  applicable  to  the  discovery  or  perfecting  of  a  claim  for  oil,  be- 
cause in  order  to  get  oil  you  have  to  discover  oil,  and  most  of  these 
fellows  do  not  actually  discover  oil  when  thejr  locate  a  placer  claim. 

The  Chairman.  Don't  that  impress  you  with  the  fact  that  some 
sort  of  a  lease  law  is  necessary? 

Mr.  Bice.  Unquestionably;  yes. 

The  Chairman.  Coming  down  to  the  lease  provisions,  are  you 
acquainted  with  Mr.  Bobert  G.  Porter? 

Mr.  Bice.  I  don't  know  him  personally,  but  he  has  lately  been 
employed  by  the  Boxana  Co.  in  the  Bocky  Mountain  division. 

The  Chairman.  He  holds  some  position  with  you  people,  does 
he  not? 

Mr.  Bice.  Yes,  sir;  he  is  the  so-called  secretary  of  the  Rocky 
Mountain  division  of  the  Boxana  Petroleum  Co.,  of  Oklahoma. 

The  Chairman.  Are  you  acquainted  with  a  circular  letter  that  he 
sent  to  all  the  Congressmen  on  December  29?  Did  you  have  a 
chance  to  look  at  that? 

Mr.  Bice.  I  have  seen  that  letter  after  it  was  sent  I  did  not  see 
it  before  it  was  sent,  nor  was  I  consulted  as  to  its  contents. 

The  Chadiman.  I  wondered  if  that  letter  represented  your  views. 

Mr.  Bice.  No,  sir.  As  I  have  said,  the  House  bill  is  auite  different 
from  the  Senate  bill.  The  provisions  of  the  Senate  bill  I  think  are 
extraordinarily  favorable  to  existing  interests,  while  the  House  bill 
has  provisions  in  it  so  that  no  man  could  get  any  more  than  another 
man  could  get. 

The  Chairman.  I  find  this  paragraph  in  this  letter  from  Mr. 
Porter : 

By  restricting  the  acreage  of  each  holding  and  confining  each  lessee  to  a  sinfi^e 
lease  it  would  prevent  non-Standard  companies  from  obtaining  sufficient  pro- 
duction to  enable  them  to  enter  the  transporting  and  refining  phases  of  the 
business,  thus  establishing  permanently  the  monopoly  of  transportation  and 
refining  that  the  Standard  now  enjoys.  The  bill  might  well  be  entitled  "A  bUl 
granting  the  oil  Industry  of  Wyoming  to  the  Standard  Oil  Ck>mpany." 

What  did  he  mean  when  he  said  that? 

Mr.  KicB.  He  meant  this:  That  the  Mid-West  Kefinin^  Co,  con- 
trols about  four-fifths  of  the  production  in  Wyoming.  It  controls 
the  pipe  lines. 
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The  CHAIRMAN.  Who  does! 

Mr.  HiCB.  The  Mid- West  Refining  Co. 

The  Chairman.  Who  are  the  officers  of  that  company,  if  you  know  f 

Mr.  KiCE.  I  couldn't  tell  you  who  are  the  local  officers.    I  can  tell 
you  how  the  stock  is  held. 

The  Chairman.  Let's  have  that. 

Mr.  Rice.  WelJL  the  Mid-West  Refining  Co.'s  stock — ^now  there  is 
a  Mid- West  Oil  Co.  and  a  Mid- West  Refining  Co. 

Mr.  Taylor.  Tell  us  who  they  both  are. 

Mr.  Rice.  One  of  them  is  a  small  company.  I  don't  know  how  it  is 
controlled,  and  it  is  not  in  this  question.  The  other,  which  I  think  is 
the  Mid-West  Refining  Co.,  is  the  one  which  is  involved  in  this  dis- 
cushion,  and  if  the  names  are  mixed,  and  somebody  says,  it  is  not  true 
about  the  Mid-West  Refining  Co.,  you  ask  him  if  it  is  true  about  the 
Mid- West  Oil  Co.  and  he  says  yes,  then  it  is  the  Mid- West  Oil  Co. 
that  I  am  referring  to.    It  is  hard  to  keep  those  names  separate. 

The  Chairman.  Are  they  all  the  same  thing  t 

Mr.  Rice.  I  understand  not.  I  understand  that  the  Mid- West  Re- 
fining^ Co.  is  the  subsidiary  of  the  Standard  Oil  Co.  of  which  we  are 
speaking. 

The  Chairman.  Is  that  true  ? 

Mr.  Rice.  That  is  true  to  the  best  of  my  knowledge  and  belief. 

The  Chairman.  Just  elaborate  on  that  a  little. 

Mr.  Rice.  In  the  first  place,  the  oil-trade  papers  and  financial 
journals  of  the  country  have  carried  the  notice  to  the  world  that  the 
Midwest  was  taken  over  by  the  Standard. 

The  Chairman.  When  was  that? 

Mr.  Rice.  Some  time  ago.  I  heard  it  during  the  summer  of  1917. 
It  was  published  even  earlier. 

The  Federal  Trade  Commission,  in  its  report  published  in  April, 
1917,  entitled  "Report  on  the  Price  of  Gasoline  in  1915,"  says,  on 
page  144: 

Another  company  included  among  the  "Independents"  in  1015  is  the  Mid- 
west Refining  Ck).,  though  it  is  known  to  have  operated  in  such  a  way  as  to 
have  made  it  an  ally  rather  than  a  comi)etitor,  and  is  now  reported  to  have 
come  under  the  direct  control  of  the  Imperial  Oil  CJo.  (Ltd.),  of  Canada,  which 
is  a  Standard  concern. 

The  Oil,  Paint,  and  Drug  Reporter  for  January  29,  1917,  carried 
a  long  statement  from  which  I  quote  the  following: 

The  Imperial  Oil  CJo.  (Ltd.),  of  Canada,  is  reported  in  Denver  to  control  the 
Midwest  Refining  (>).••♦  The  Imperial  Oil  Co.,  as  a  corporation,  it  is 
officially  announced,  did  not  purchase  the  control,  but  W.  C.  Teagle,  president 
of  the  company,  and  his  associates,  are  understood  to  have  purchased  the  stock. 
Whether  the  same  will  be  formally  transferred  to  the  company  is  not  known. 

I  may  say  in  passing  that  it  probably  will  not  be  transferred  to 
the  company,  for  the  report  of  the  Federal  Trade  Commission  just 
referred  to  shows  that  the  commonest  Standard  method  for  controll- 
ing a  subsidiary  is  to  have  the  subsidiaries  stock  held  by  the  officials 
of  some  Standard  concern.  According  to  the  comuission,  this  is  the 
tie  that  binds  the  entire  Standard  group. 

Mr.  Teagle,  by  the  way,  is  now  president  of  the  Standard  of  New 
Jersey,  of  which  the  Imperial  is  a  subsidiary. 
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The  Oil  Trade  Journal  for  February,  1917,  contains  another  long 
article  under  the  heading  "  Imperial  Oil  Co.  (Ltd.),  Obtains  Contr<3 
of  Midwest  Befining  Co,^'  from  which  I  will  read  the  following : 

The  acquisition  of  the  Midwest  Refining  €k).  fits  Into  the  Imperial  Oil  Ck>.'8 
affairs  perfectly,  and,  with  the  Ohio  Oil  Co.  comfortably  located  in  Wyoming, 
would  enable  the  Standard  to  look  with  reasonable  composure  on  the  activities 
in  that  territory  of  competitors,  big  or  little. 

Numerous  similar  statements  have  appeared  in  the  trade  and 
financial  journals,  and  so  far  as  I  have  seen,  no  denial  has  ever  been 
made,  either  by  the  Midwest  or  the  Standard. 

The  Chairman.  Is  it  carried  on  the  boards  of  the  New  York  Stock 
Exchange  as  Standard  stock? 

Mr.  EiCE.  It  is  advertised  by  sellers  of  Standard  Oil  stock  as  a 
Standard  Oil  stock. 

The  Chairman.  As  a  subsidiary  of  the  Standard? 

Mr.  Rice.  Yes,  sir.  For  example,  the  positive  statement  is  made 
in  a  booklet  entitled  "  Handbook  of  Oil  Stocks,  1918,"  issued  by 
Charles  A.  Stoneham  &  Co.,  who,  I  am  informed,  advertise  them- 
selves as  specialists  in  Standard  Oil  securities. 

It  is  not  included  in  the  ordinary  list  of  Standard  Oil  stoclcs  as 
run  in  a  group  in  the  newspaper  market  quotations.  This  group 
includes  only  those  stocks  which  were  Standard  subsidiaries  prior  to 
the  dissolution.  A  number  of  other  companies,  control  of  which  has 
since  been  acquired  by  the  Standard,  are  not  included  in  the  list. 

The  Chairman.  The  Mid- West  Refining  Co.,  or  the  Mid- West  Oil 
Co.? 

Mr.  Rice.  The  Mid-West  Refining  Co. 

The  stock  is  published  in  the  financial  papers  as  being  held  by  the 
following  trustees  under  a  five-year  voting  trust:  Mr.  John  Evans, 

5 resident  of  the  International  Trust  Co.  of  Denver;  Raymond  E. 
ones,  of  New  York,  who  is  the  New  York  manager  of  the  Royal 
Bank  of  Canada ;  and  Henry  S.  Osier,  of  Toronto,  Canada.  And  it 
is  further  stated  in  the  Commercial  and  Financial  Chronicle  under 
date  of  November  17,  1917,  that  that  stock  is  held  in  trust  for  the 
Imperial  Oil  Co.,  Limited,  of  Canada.  The  Imperial  Oil  Co., 
Limited,  of  Canada,  is  a  Canadian  subsidiary  of  the  Standard 
Oil  Co. 

A  significant  item  in  this  connection  is  that  immediately  following 
the  formation  of  this  voting-trust  agreement,  Mr.  J.  Robey  Penn, 
theretofore  president  of  the  Illinois  Pipe  Line  Co.,  an  acknowledged 
Standard  subsidiary,  became  vice  president  of  the  Midwest  Refin- 
ing Co. 

The  Chairman.  Do  I  understand  you  to  say  that  will  not  be 
denied  ? 

Mr.  Rice.  I  don't  think  any  of  it  will  be  denied.  Various  refer- 
ences to  the  same  effect  have  appeared  in  the  Petroleum  Age  of  De- 
cember, 1917;  the  Oil  Trade  Journal  of  December,  1917;  the  Oil 
Trade  Journal  of  September,  1917,  and  numerous  other  publications. 
There  was  a  more  recent  statement  in  the  financial  journals  to  the 
effect  that  the  net  profit  for  the  Mid- West  for  1917  was  approxi- 
mately a  million  dollars  a  month,  and  Walter  Teagle,  the  present 
president  of  the  Standard  Oil  Co.  of  New  Jersey,  was  congratulated 
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on  his  foresight  in  acquiring  that  projperty.     I  think  it  has  been 
generally  understood  that  they  are  a  subsidiary  of  the  Standard. 

The  Chairman.  Now,  what  assurance  have  you  that  four-fifths  of 
the  production  and  of  the  oil  claims  in  Wyoming  at  this  time  are 
held  by  this  Mid- West  Refining  Co.,  which  is  a  Standard  subsidiary, 
if  it  is? 

Mr.  Rice.  I  have  that  only  based  on  the  statements  of  Wyoming 
people  with  whom  I  have  talked  and  our  own  engineers.  The  State 
geologist  of  Wyoming,  in  his  book  entitled  "  Petroleum  Geology  of 
Wyoming,"  published  early  in  1917,  states  with  regard  to  Salt 
Creek  oil :  "  Two  pipe  lines  carry  the  crude  to  Casper,  where  the 
Standard  refineries  (Mid- West  and  Indiana)  skim  and  crack  it." 

The  Chairman.  Your  own  engineers  there  report  to  you  that  four- 
fifths  of  the  present  holdings  in  the  Wyoming  fields  are  controlled 
by  the  Standard? 

Mr.  Rice.  No,  sir ;  four-fifths  of  the  production. 

The  Chairman.  That  four-fifths  of  the  production  is  now  held 
by  the  Mid- West  Refining  Co.,  and  it  is  your  information  that  they 
are  the  Standard  Oil  Co.  ? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  And  is  that  what  you  had  in  mind  when  this  letter 
was  written? 

Mr.  Rice.  Well,  I  disavow  any  responsibility  for  any  criticism  of 
the  House  bill,  because  the  House  bill  is  not  subject  to  criticism  on 
that  point. 

The  Chairman.  Well,  he  signs  himself  here  "  Secretary  of  the 
Rocky  Mountain  division  of  the  Roxana  Petroleum  Co." 

Mr.  Rice.  I  presume  that  is  what  he  had  in  mind  when  he  sent 
that. 

The  Chairman.  Well,  now  if  the  relief  provisions  of  the  legisla- 
tion, both  in  the  House  and  Senate  bills,  were  stricken  out  and  this 
pending  proposed  substitute  was  incorporated  in  its  place,  what  then 
is  there  in  that  bill  that  will  give  any  one  company  anything  unfair 
over  another  company  ?    ^       ^ 

Mr.  Rice.  The  only  thing  is  your  provision  in  there  that  nobody 
engaged  in  the  production  of  oil  from  Government  lands  may  oper- 
ate a  refinery  or  pipe  lines. 

The  Chairman.  And  your  thought  is  that  that  subjects  the  small 
producer — or,  in  fact,  any  producer  who  does  not  own  a  pipe  line — 
to  the  hardships  that  the  pipe-line  people  might  inflict  upon  him? 

Mr.  Rice.  Exactly.  He  has  got  to  sell  his  oil  to  somebody  that 
will  buy  it.    The  oil  is  no  good  to  him  unless  he  can  sell  it. 

The  tlHAiRMAN.  Now,  let  me  ask  you  this :  Outside  of  the  Standard 
Oil  Co.  and  outside  of  the  company  that  you  represent,  and  its  parent 
companies^,  what  other  company  or  what  other  association  of  capital 
in  the  United  States  is  there  that  has  any  power  or  ability  to  con- 
struct or  become  a  competitor  of  those  two  companies? 

Mr.  Rice.  Well,  there  are  hundreds  of  them.  There  are  hundreds 
in  Oklahoma  right  now  doing  business. 

The  Chairman.  Who  own  pipe  lines  out  of  Oklahoma? 

Mr.  Rice.  There  is  the  Texas  Co. 

The  Chairman.  That  is  the  Standard,  isn't  it? 

Mr.  Rice.  Oh,  no. 
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The  Chaibman.  Who  is  it? 

Mr.  Rice,  i  don't  think — ^I  think  there  is  a  distinction  or  a  dis- 
tinct separation  of  the  Texas  Co.  and  the  Gulf  Co. 

The  Chairman.  The  Gulf  is  a  Standard  subsidiary  t 

Mr.  Rice.  I  don't  think  sa 

The  Chaibman.  Who  owns  those  companies,  do  you  know ! 

Mr.  Rice.  The^  are  individual  stockholders,  the  great  mass  of 
them.    The  stock  is  on  the  market  and  can  be  bought  and  sold. 

The  Chairman.  How  many  pipe  lines  have  we  out  of  Oklahoma 
now? 

Mr.  Rice.  I  think  there  are  three  south  and  one  or  two  north,  and 
one  in  course  of  construction — ^two  in  course  of  construction. 
.  The  Chairman.  Outside  of  the  one  that  you  have  under  construc- 
tiom  which  will  be  owned  by  the  Roxana? 

Mr.  Rice.  Well,  Sinclair  is  constructing  one  to  Chicago. 

The  Chairman.  Now^  what  one  pipe  Ime  is  there  that  goes  out  of 
Oklahoma  that  you  say  is  not  owned  by  the  Standard  ? 

Mr.  Rice.  The  Pierce  Oil  Corporation  has  a  pipe  line  out  of  Okla- 
homa into  Texas  which  I  know  is  not  owned  by  the  Standard. 

The  Chairman.  H.  Clay  Pierce? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  What  other  one?  Is  that  the  one  that  runs  down 
to  Forth  Worth? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  That  is  a  short  line  from  the  Healdton  fields  down 
to  Fort  Worth,  Tex.  ? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  It  is  only  a  hundred  miles  or  so  long,  isn't  it? 

Mr.  Rice.  A  hundred  and  something;  yes,  sir. 

The  Chairman.  Well,  is  there  anybody  that  can  offer  any  proof 
that  the  Standard  does  not  own  a  controlling  interest  in  everyone  of 
the  pipe  lines  coining  out  of  Oklahoma,  other  than  that  one  and 
the  one  you  are  constructing  for  the  Shell  Co.  ? 

Mr.  Rice.  I  believe  that  the  Texas  Co.  and  the  Gulf  Co.  can  show 
that  their  interests  are  independent.  Their  control  is  wholly  differ- 
ent. I  have  been  in  that  field  and  associated  with  them  for  15  years, 
and  my  personal  belief  is  that  they  are  separate  and  distinct  entities. 

The  Chairman.  Now,  your  theory  is  that  this  legislation  ought 
to  be  fashioned  in  a  way  so  that  additional  and  new  monopolies  might 
be  possible  to  build  up  new  and  additional  companies — not  monopo- 
lies— ^strong  enough  to  compete  with  the  Standard,  and  that  legisla- 
tion ought' to  be  built  on  that  theory? 

Mr.  KiCE.  Yes,  sir. 

The  Chairman.  Now,  is  that  theory  one  that  can  be  defended  any- 
where, that  because  we  have  one  octopus  we  ought  to  fashion  legis- 
lation to  create  additional  octopuses  to  meet  that  one? 

Mr.  Rice.  I  don't  believe  that  you  can  by  legislation  make  the 
little  fellows  control  the  whole  business  of  the  United  States.  In 
other  words,  you  have  got  to  let  industry  and  ability  have  an  outlet, 
so  it  can  go  ahead.  And  the  only  way  you  can  do  that  is  to  le^ 
the  fellow  that  has  got  that  ability,  industry,  and  courage — ^let  him 
grow  and  let  him  do  business.  If  you  could  cut  things  down  so  only 
the  little  fellows  could  do  business,  it  might  work  in  the  year  2000, 
but  not  in  1918 — I  don't  believe. 
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The  Chairman.  Now,  as  you  are  probably  aware  the  thought  of 
Congress  and  the  views  of  most  everybody  have  been  for  a  long 
time  to  at  all  times  divorce  transportation  from  production,  not 
only  of  oil  but  everything  else,  coal  mines,  etc. ;  and  the  troubles  and 
strikes  and  annoyances  that  the  country  has  had,  and  a  good  deal 
of  the  suffering  has  come  from  one  company  owning  not  only  the 
mines  but  the  production  and  the  transportation,  thereby  making 
monopoly  complete  so  that  they  can  practice  extortion  upon  the  con- 
sumer. Now,  in  the  committee's  effort  to  accomplish  that  in  our 
legislation,  it  is  your  thought  that  we  have  failed  in  that,  and  that 
we  in  fact  have  made  it  more  easy  for  the  Standard  Oil  to  get  a 
grip  on  the  public?    Is  that  your  view? 

Mr.  Rice.  Yes,  sir;  that  is,  in  so  far  as  public  lands  are  concerned, 
and  particularly  so  far  as  Wyoming  is  concerned. 

The  Chairman.  Now,  if  the  House  bill  remained  as  it  is,  with  its 
efforts  to  divorce  production  from  transportation  could  the  Standard 
Oil,  in  fact,  get  a  claim  on  a  foot  of  that  land  anywhere? 

Mr.  Sice.  I  don't  see  how  you  could  prohibit  them  from  maintain- 
ing their  present  interests  and  acquiring  such  little  interests  as  they 
wanted  to. 

The  Chairman.  Now,  the  legislation  specifically  says  that  anyone 
who  owns  as  much  as  an  eighth  in  any  transporting  or  selling  agency, 
which  includes  pipe  line,  I  assume,  can  not  have  a  claim  at  all.  So,  ii 
the  legislation  stands  precisely  as  it  is,  how  could  the  Standard  Oil 
get  even  one  acre? 

Mr.  Bice.  They^  wouldn't  have  to  own  the  leaseholds.  They  could 
contract  for  the  oil,  and  the  other  fellows  could  not  ^et  a  big  enough 
production  to  make  a  market.  Anyone  upon  the  public  domain  pro- 
ducing oil  would  have  to  sell  it  to  some  one  who  would  buy  it. 

The  Chaibmax.  Mr.  Porter,  then,  was  mistaken  when  he  said  this 
was  a  bill  to  turn  over  bodily  all  of  the  public  lands  to  the  Standard 
Oa  Co.? 

Mr.  Rice.  It  turns  over,  as  he  understood  it,  20,000  acres  to  exist- 
ingindustries,  and  limits  the  next  fellow  to  640. 

The  Chairmak.  How  does  it  do  that? 

Mr.  Rice.  Because  they  have  got  doubtful  titles  which  are  valid 
under  the  provisions  of  this  relief  feature. 

The  Chairman.  Under  the  House  bill  ? 

Mr.  Rice.  No,  sir. 

The  Chairman.  This  letter  has  reference  to  the  House  bill. 

Mr.  Rice.  I  say  I  disclaim  any  criticism  of  the  House  bill,  abso- 
lutely. 

The  Chairman.  Well,  I  am  glad  to  hear  you  say  that.  I  think  that 
lifter  is  a  very  unjust  letter. 

Mr.  Rice.  Iii  the  first  thing  that  I  published  here  I  said  I  had  no 
reference  whatever  to  the  House  bill. 

Mr.  Raker.  What  do  you  mean  by ''  the  first  thing  you  published  ^  ? 

Mr.  Rice.  I  ran  a  page  ad.  in  the  Post  relative  to  the  Walsh  bill, 
and  in  that  page  ad.  I  stated  that  these  remarks  had  no  reference 
whatever  to  the  House  bill. 

Mr.  RJkKER.  Were  you  and  Mr.  Ball  together  in  that  publication? 

Mr.  Rice.  No,  sir;  Mr.  Ball  published  something  else. 

Mr.  Raker.  He  published  his  own  and  you  published  yours? 
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Mr-  fiiCE.  Yes,  sir.  AVhat  I  published  is  set  forth  in  this  brief  here. 
There  is  nothing  in  there  but  what  is  right. 

Mr.  Raker.  What  did  it  cost  you  to  publish  that  [indicating  news- 
paper advertisement]  ? 

Mr.  Rice.  $600. 

Mr.  Raker.  Who  paid  for  it — ^the  Roxana  Co.  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  What  was  the  purpose  of  publishing  it? 

Mr.  Rice.  Mr.  Ball  had  endeavored  to  get  a  Rearing  before  the 
Senate  committee,  and  he  had  been  denied,  and  they  had  intimated 
that  they  had  all  the  information  that  they  wanted,  etc.  We  didn't 
get  any  attention,  and  we  thought  we  could  get  some  attention  if  they 
understood  what  we  were  talking  about.  So  I  secured  certain  letters 
of  introduction  ancf  went  around  and  saw  certain  leaders — Senators 
on  the  Public  Lands  Committee — and  explained  the  position  to  them, 
and  then  published  this  brief,  and  we  got  a  very  respectful  hearing. 

Mr.  Lenroot.  You  got  a  hearing  before  the  Senate  committee? 

Mr.  Rice.  No;  we  got  personal  hearings.  There  was  no  Senate 
committee  meeting. 

Mr.  Raker.  Do  I  understand  you  to  say  that  you  were  denied  a 
hearing  before  the  Senate  Committee  on  Public  Lands? 

Mr.  Rice.  Mr.  Ball  was. 

Mr.  Raker.  I  mean  you. 

Mr.  Rice.  I  was  not.  I  never  had  anything  to  do  with  it  until  just 
before  Christmas. 

Mr.  Raker.  Then  you  never  were  denied  a  hearing  before  the 
Public  Lands  Committee  so  far  as  you  are  concerned. 

Mr.  Rice.  I  said  that  Mr.  Ball  was  denied  a  hearing. 

Mr.  Raker.  Now,  I  would  like  a  direct  answer  to  my  question. 

Mr.  Rice.  I  never  applied  for  a  hearing  before  the  Senate  com- 
mittee, and  never  was  denied. 

Mr.  Raker.  And  you  never  were  denied  a  hearing  before  that 
committee  ? 

Mr.  Rice.  No,  sir. 

Mr.  Raker.  Now,  personally,  do  you  know  anything  as  to  whether 
or  not  Mr.  Ball  applied  and  was  denied  a  hearing  before  the  Senate 
committee? 

Mr.  Rice.  I  know  that  he 

Mr.  Raker  (interposing).  Except  from  his  statement? 

Mr.  Rice.  I  think  I  have  seen  his  letter  from  Senator  Pittman 
denying  him  a  hearing — saying  he  didn't  want  to  hear  him. 

Mr.  Raker.  I  am  putting  the  question  directly  to  you  now. 

Mr.  Rice.  Mr.  Ball  willl)e  on  the  stand. 

Mr.  Raker.  I  know,  but  I  am  asking  you  now.  You  don't  know 
whether  Mr.  Ball  appeared  before  the  Senate  committee  as  a  com- 
mittee and  asked  a  hearing  or  not? 

Mr.  Rice.  No;  I  do  not. 

Mr.  Raker.  And  all  you  know  about  it  is  what  Mr.  Ball  has  told 
you? 

Mr.  Rice.  That  is  all,  sir. 

Mr.  Raker.  Then  Mr.  Ball  took  up  a  method  of  publishing  this 
matter  in  the  paper,  and  you  put  some  in  during  the  same  time? 

Mr.  Rich,   i  es,  sir ;  I  put  mine  in  first 
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Mr.  Kaker.  Did  Mr.  Ball  tell  you  that  he  was  going  to  publish  his? 

Mr.  Rice.  Oh,  yes. 

Mr.  Kaker.  Before  he  published  it? 

Mr.  Bice.  Yes^  sir. 

Mr.  Bakeb.  Did  you  discourage  him  from  publishing  it? 

Mr.  Bice.  Not  at  all,  sir.  I  thought  it  was  a  very  good  thing.  I 
think  so  yet. 

Mr.  Baker.  You 'thought  it  was  a  good  thing  to  put  that  kind  of 
matter — to  put  those  things  in  the  paper? 

Mr.  Bice.  Yes,  sir. 

Mr.  Baker.  You  believe  it  was  all  true? 

Mr.  Bice.  I  don't  think  he  put  anything  in  there  that  was  untrue. 

Mr.  Baker.  Did  he  put  anything  in  the  paper  that,  to  your  mind, 
was  untrue! 

Mr.  Bice.  I  don't  remember  his  stuff,  but  there  was  nothing  in 
there  that  criticized  the  House  bill. 

Mr.  Baker.  Did  you  read  it  before  it  was  published?  Did  you 
know  what  was  in  it? 

Mr.  Bice.  Yes,  sir. 

Mr.  Baker.  Now  are  you  willing  to  state  before  the  committee  that 
you  believed  that  what  he  published — what  h6  was  publishing  in  that 
article — was  true? 

Mr.  Bice.  To  the  best  of  my  recollection,  it  was;  yes,  sir. 

Mr.  Baker.  You  are  standing  now  before  this  committee,  reaflSrm- 
inff  what  Mr.  Ball  published  as  true  ? 

Mr.  Bice.  I  think  so.  I  don't  remember  in  detail  what  he  said; 
and  if  he  did  criticize  the  House  bill,  I  don't  affirm  that.  Other- 
wise it  is  all  right. 

Mr.  Baker.  You  think  that  is  a  proper  method  to  get  legislation  ? 

Mr.  Bice.  If  you  can't  get  a  hearing  any  other  way ;  yes,  sir. 

Mr.  Baker.  And  you  got  a  hearing  after  you  published  it? 

Mr.  Bice.  No,  sir;  but  we  received  great  consideration  and  were 
treated  with  interest,  and  amendments  were  suggested  by  us  which 
were  adopted. 

Mr.  Baker.  Now  isn't  it  a  fact  that  the  hearings  had  long  since 
closed  and  the  bill  had  been  reported  before  Mr.  Ball  ever  asked  any 
member  of  the  committee  of  the  Senate  to  be  heard? 

Mr.  Bice.  I  don't  know  about  that. 

Mr.  Baker.  You  know  that  you  did  not  ask  for  a  hearing? 

Mr.  Bice.  Oh,  no. 

Mr.  Baker.  Nor  did  Mr.  Ball  ever  ask  any  member  of  this  com- 
mittee or  the  chairman,  or  ever  come  before  the  committee  to  have 
any  hearing  upon  any  of  this  legislation  before  the  House,  don't  you  ? 

Mr.  Bice.  That  I  asked  to  come  before  the  committee? 

Mr.  Baker.  The  Committee  on  the  Public  Lands  of  the  House — 
yon  never  asked  the  chairman  to  come  before  this  committee? 

Mr.  Bice.  At  this  hearing;  yes,  sir. 

Mr.  Raker.  I  mean  before  this  time? 

Mr.  Bice.  No;  I  told  you  I  never  heard  of  this  bill  until  a  few 
days  before  Christmas.    I  never  had  anything  to  Jo  with  it. 

The  Chairman.  It  is  not  in  controversy  as  to  his  coming  before  this 
oommittee. 

Mr.  Raker.  I  mean  before  they  published  these  articles. 
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The  Chairman.  Yes ;  there  is  no  controversy  about  that. 

Mr.  Baker.  That's  all. 

Mr.  Lenroot.  Are  you  in  favor  of  that  provision  in  the  Senate  bill 
requiring  a  lessor — or  placing  a  prohibition  upon  more  than  one  lease 
on  the  same  geological  structure  ? 

Mr.  Rice.  Well,  sir^  I  rather  think  that  that  will  work  out  all 
right  under  the  direction  of  the  Secretary  of  the  Interior  and  will 
probably  result  in  faster  development  of  the  public  domain  than  if 
you  put  it  on  the  arbitrary  basis.  The  Secretary  of  the  Interior 
with  his  geological  force  can  say  whether  there  is  a  possibility  of  oil 
in  a  certain  area,  and  if  he  believes  there  is  he  can  put  that  in  such  a 
manner  as  he  sees  fit  and  thus  encourage  development. 

Mr.  Lenroot.  In  other  words,  you  would  like  to  have  the  oppor- 
tunity for  the  Eoxana  to  own  or  control,  if  it  saw  fit,  2,560  acres  in 
each  geological  structure? 

Mr.  KicE.  If  that  is  agreeable.  But  I  assume  that  that  is  n<Jring 
too  much. 

Mr.  Lenroot.  Well,  I  am  asking  what  you  think,  what  you  would 
like? 

Mr.  Rice.  Yes;  that  is  a  chance  to  get  that. 

Mr.  Lenroot.  I  understand.  Then,  you  would  like  the  oppor- 
tunity for  the  Roxana  with  its  very  large  capital  to  go  into  a  race 
with  the  Standard  to  monopolize  all  of  the  oil  fields  of  California? 

Mr.  Rice.  No,  sir;  I  am  not  interested  in  going  into  California. 

Mr.  Lenroot.  In  Wyoming? 

Mr.  Rice.  I  only  want  the  same  chance  for  the  Roxana  that  you 
give  anybody  else.  And  if  you  open  that  domain  and  give  a  man  a 
chance  to  get  2,560  acres  on  aiiy  given  structure,  why,  that  is  all  I 
want. 

Mr.  Lenroot.  But  if  we  permit,  under  your  suggestion,  a  lease  or 
control  for  2,560  acres  by  one  corporation  in  each  geological  structure, 
that  does  permit,  practically  speaking,  the  monopolizing  of  the  entire 
Wyoming  field,  does  it  not  ? 

Mr.  Rice.  It  might,  if  there  wa&  no  administration,  but  I  assume 
you  would  not  let  one  fellow  alone  go  on  every  structure. 

Mr.  Lenroot.  What  is  the  average  acreage  of  each  geological 
structure? 

Mr.  Rice.  I  don't  know.  I  suppose  2,560  acres  would  cover  the 
well-defined  structures? 

Mr.  Lenroot.  You  think  it  would? 

Mr.  Rice.  Yes. 

Mr.  Lenroot.  Then,  it  is  a  matter  of  fact  that  what  I  say  is  correct, 
if  one  corporation  is  permitted  to  have  2,560  acres  in  each  geological 
structure  in  Wyoming  they  might  have  it  all  ? 

Mr.  Rice.  But  not  if  your  administration  of  affairs  is  as  it  has  been 
in  the  past,  it  would  not. 

Mr.  Lenroot.  Why  not,  if  this  bill  gives  them  the  right? 

Mr.  Rice.  Your  Secretary  of  the  Interior  is  not  in  the  habit  of 
giving  an^  one  corporation  that  much. 

Mr.  Lenroot.  Oh,  I  see  now.  Well.  I  assume  he  would  not  givo 
the  Roxana  a  prospecting  permit  on  all,  but  this  would  be  entirely 
possible,  woulcl  it  not,  that  when  the  prospecting  company  discovers 
oil  the  Roxana  people  could  buy  a  majority  of  that  stock? 
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Mr.  "Rice*  No,  sir;  not  under  the  bill. 

Mr.  LtiiNBOOT.  I  am  speaking  about  under  your  suggestion. 

Mr.  "Rice.  No,  sir ;  because  I  am  not  asking  any  amendment  of  the 
other  provisions  of  the  bill  which  prohibit  mterlocking  stock  own- 
ership or  which  prohibit  the  acquiring  of  acreage  in  excess  of  a 
certain  amount. 

Mr.  Lenroot.  Well,  I  thought  vou  were  in  favor  of  permitting — 
my  question  was  directed  to  tli3  6ct  of  whether  you  thought  that  a 
corporation  should  only  be  limited  in  its  area  or  its  ownership  or  its 
interest  in  any  area  to  2,560  acres  within  a  given  geological  structure. 
In  other  words,  upon  diflFerent  geological  structures  thev  might  have 
a  greater  area,  so  long  as  no  one  was  greater  than  2,560? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  Then  I  did  correctly  understand  you.  Then  if  any 
corporation  was  financially  able  to  ao  so  it  might  monopolize  all  of 
the  geological  surface;  because  if  we  permit  an  ownership  of  2.560 
acres  in  each  geological  structure,  then  the  prohibition  as  to  inter- 
lockingdirectorates  would  not  apply. 

Mr.  KiCE.  The  point  is  that  if  you  should  grant  a  certain  amount 
of  acreage  in  each  structure  there  should  b3  a  limit  on  the  total;  that 
it  should  not  exceed  in  any  one  State  a  certain  amount,  say,  10,000 
acres.    That  has  been  spoken  of  before. 

Mr.  Cramton.  On  the  subject  that  Judge  Raker  had  up  as  to  the 
question  of  public  policy  and  the  permittmg  of  ownership  of  these 
resources  by  foreign-controlled  corporations,  I  understand  from  your 
statement  that  your  company  is  entirely  foreign  controlled — English, 
Scotch,  and  Dutch.  I  understand  that  you  feel  that  the  public  in- 
terest is  protected  in  the  matter  of  distribution  and  sale  of  the  prod- 
ucts, even  in  such  cases,  by  the  control  of  our  laws ! 

Mr.  Sice.  Yes,  sir. 

Mr.  Cramton.  At  the  present  time,  as  I  understand  it,  the  serious 
proposition  confronting  the  industry,  so  far  as  the  national  interest 
is  concerned  in  this  crisis,  is  the  matter  of  production — that  the 
present  production  is  not  quite  equal  to  our  neaas.  Now,  what  would 
you  say,  Mr.  Rice — supposing  that  your  concern,  with  its  great  con- 
trol over  this  particular  resource  in  this  country,  instead  of  being  at 
this  time  controlled  by  English,  Scotch,  and  such  capital,  were  con- 
trolled by  German  capital!  What  would  you  say  as  to  the  possi- 
bility of  that  German  control,  which  is  now  an  enemy,  being  exercised 
in  some  way  so  as  to  materially  either  cut  down  production  or  in- 
terfere with  a  legitimate  increase  of  production?  What  would  you 
say  as  to  there  being  a  very  grave  danger  to  our  national  welfare  in 
such  a  possibility? 

Mr.  Rice.  Well,  I  should  say  that  if  the  interests  in  the  United 
States  were  owned  by  German  capital  they  ought  to  be  taken 
over  by  the  Government,  as  they  have  done  in  England,  and  as  they 
yrould  do  in  this  country  if  that  were  so.  In  so  far  as  their  ability, 
in  case  the  industry  was  controlled  by  an  enemy,  to  retard  produc- 
tion, unquestionably  I  think  they  could  in  many  ways  retard  pro- 
duction. 

Mr.  Crampton.  But  would  there  not — ^I  don't  care  to  take  the  time 
to  argue  it ;  I  am  just  trying  to  get  your  views — in  that  event  would 
there  not  be  difficulties  encountered  by  reason  of  the  fact  that  the 
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local  control  and  management  would  necessarily  be  largely  in  sym- 
pathy with  its  foreign  and  enemy  control?  Wouldn't  there  be 
difficulties  attendant  upon,  in  the  first  place,  establishing  the  fact  that 
that  control  was  being  used  in  the  way  to  hamper  production,  and, 
second,  to  supersede  that  local  control  and  management  by  one  that 
would  be  strictly  loyal  ? 

Mr.  Rice.  Yes,  sir;  I  fully  agree  with  you. 

Mr.  Chairman,  I  would  like  to  say  with  reference  to  one  of  those 
publications  that  went  into  the  Times — that  editorial  on  the  front 
page  of  the  Times — w^e  had  nothing  to  do  w^ith  that.  I  published  this 
article  in  the  Post,  and  immediately  upon  that  publication  every 
newspaper  in  town  wanted  a  certain  amount  of  the  publication,  and 
pendinj^  the  further  distribution  of  the  funds  the  Times  came  out  in 
this  editorial,  and  then  I  took  half  a  page  with  them  and  quit. 

The  Chairman.  Was  this  cartoon  of  the  bursting  bung  in  the 
barrel  here  and  the  spigot — was  that  spontaneous? 

Mr.  Rice.  That  was  spontaneous;  yes,  sir. 

Mr.  Taylor.  You  did  not  pay  for  that? 

Mr.  Rice.  No,  sir. 

Mr.  Smith  of  Idaho.  Did  you  say  this  editorial  was  published  be- 
fore you  contracted  for  the  advertisement  in  the  Times? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  The  editorial  was  before  the  contract? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  How  does  it  come  that  it  comes  out  on  the  same  date? 
This  on  January  7. 

Mr.  Rice.  No;  the  editorial  came  out  on  the  same  date  that  the 
Post  article  did,  I  think. 

Mr.  Raker.  It  came  out  on  January  7,  and  the  Times  was  Janu- 
ary 7. 

Mr.  Rice.  The  morning  Post  came  out  on  the  5th,  as  I  recollect  it. 
Then  they  brought  out  this  editorial  on  the  5th  in  the  Times,  and  then 
this  cartoon  appeared  in  the  Times  of  the  6th. 

Mr.  Raker.  That  is  your  cartoon? 

Mr.  Rice.  Not  that  one ;  another  one  in  which  we  had  Uncle  Sam 
defending  the  State  of  Wyoming. 

Mr.  Raker.  Now,  the  matters  that  vou  and  Mr.  Ball  had  to- 
gether:  that  is,  the  article  you  just  spoke  about? 

Mr.  Rice.  That  is  not  the  one.  I  never  saw  that  one  before  [re- 
ferring to  cartoon  in  the  Washington  Times] ;  mine  was  where  Uncle 
Sam  was  defending  the  State  of  Wyoming. 

Mr.  Cramton.  Your  $600  brought  you  entirely  unexpected  returns 
in  publicity,  did  it? 

Mr.  Rice.  Oh,  yes.    [Laughter.] 

Mr.  Raker.  You  say  you  got  relief  after  these  publications? 

Mr.  Rice.  Yes. 

Mr.  Raker.  What  was  it? 

Mr.  Rice.  These  various  amendments  in  the  Senate  bill. 

Mr.  Raker.  What  amendments  did  you  get  in  the  Senate  by  virtue 
of  these  cartoons?  Just  point  them  out  in  the  bill.  I  would  like  to 
have  them  in  the  record.  Get  the  bill  and  let's  take  it  item  by  item^ 
and  point  out  to  the  committee  the  amendments  that  you  got  into  the 
bill  by  virtue  of  these  editorials  and  these  cartoons. 
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Mt.lRiCE.  I  think  that  is  all  shown  in  the  Congressional  Record. 

Mr.  E.AKER.  Mr.  Chairman,  it  is  12  o'clock,  and  there  is  a  matter 
that  ^e  are  compelled  to  vote  on  now  in  a  few  minutes  on  the  immi- 
gration bill.    I  think  we  had  better  adjourn  now. 

Tlie  Chairman.  I  would  be  glad  if  we  could  finish  with  Mr.  Rice. 

Mr.  Raker.  It  will  take  a  long  time  to  mark  out  those  amendments. 

The  Chairman.  Does  any  member  of  the  committee  other  than 
Judge  Raker  want  to  develop  anything  further  from  this  witness? 

Mr.  Lenroot.  I  want  to  go  into  the  situation  further. 

The  Chairman.  Then,  without  objection,  the  committee  will  stand 
in  recess  until  to-morrow  morning  at  10  o'clock. 

(Whereupon,  at  12  o'clock  noon,  the  committee  recessed  until  10 
o'clock  a.  m.,  Thursday,  February  7,  1918.) 


COMMirTEE  ON  THE  PuBLIC  LaNDS, 

House  of  Representatives, 
Thursday^  February  7, 1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  Mr.  Rice,  are  you  ready  to  proceed  with  your  state- 
ment? 

Mr.  Rice.  Yes,  sir. 

STATEMENT  OF  MB.  B.  F.  BICE— Besumed. 

The  Chairman.  At  the  time  we  adjourned  yesterday,  I  think  Judge 
Raker  asked  you,  Mr.  Rice,  to  state  specifically  the  amendments  that 
you  were  desirous  of  presenting  to  the  bill. 

Mr.  Rice.  I  can  state  that,  so  far  as  the  campaign  was  concerned^ 
up  to  January  7  we  obtained  four  or  five  amendments. 

Mr.  Raker.  Just  turn  to  the  bill  and  read  them. 

Mr.  Rice.  Well,  the  amendment  that  appears  first  in  the  bill  as  it 
passed  tlie  Senate  is  in  section  11,  where  the  arbitrary  distance  from 
a  producing  well  was  amended  so  as  to  be  governed  by  the  geologic 
structure.  That  is  in  lines  22  and  23,  on  page  15,  of  the  new  bill, 
and  it  reads,  "  Within  the  geologic  structure  of  a  producing  oil  or 
gas  field,"  instead  of  the  wording  "  within  10  miles." 

The  Chairman.  In  other  words,  he  could  take  a  lease  on  any  one 
of  several  domes 

Mr.  Rice  (interposing).  Not  exactly  that;  I  think  that  would  leave 
it  with  the  Secretary  of  the  Interior  to'  decide  whether  the  geologic 
structure  is  of  such  importance  that  he  will  allow  him  to  take  either 
a  smaller  or  a  larger  acreage. 

The  Chairman.  In  other  words,  if  the  limitation  was  put  at  2,560 
acres,  under  that  language,  the  Secretary  of  the  Interior  could  grant 
a  lease  on  any  one  of  the  several  domes  that  might  be  in  a  given 
State  or  given  field  or  locality? 

Mr.  Rice.  Yes,  sir, 

Mr.  Raker.  It  there  were  no  geologic  structure  within  10,  15,  30, 
or  40  mUes,  this  amendment  would  make  it  further  off  than  would 
be  the  case  under  the  original  bill. 
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Mr.  Sice.  WelL  if  there  were  no  geologic  structure,  or  if  they 
could  get  the  geologist  to  say  there  was  no  geologic  structure 

Mr.  1{aker  (interposing).  I  take  it  that  you  could  not  get  the 
geologist  to  say  there  was  not  unless  it  was  so.  I  am  assuming  that 
the  geologist  would  tell  the  truth  about  it  If  there  is  no  geologic 
structure  within  30  miles,  the  amendment  would  carry  the  distance 
beyond  what  it  would  be  under  the  original  bill,  would  it  not?  It 
would  be  10  miles  farther  than  it  would  be  under  the  original  bill, 
would  it  not? 

Mr.  EicE.  I  can  not  see  that  it  would. 

Mr.  Eaker.  Then,  what  does  that  term  "geologic  structure" 
mean? 

Mr.  Rice.  It  means  that  if  the  Secretary  of  the  Interior  is  satis- 
fied from  the  geological  report  that  there  is  a  structure,  he  can  allow 
that  structure  to  be  leased,  regardless  of  where  it  is,  whether  10  or  30 
miles 

Mr.  Eaker  (interposing).  That  is  what  I  say.  If  this  geologic 
stnicture  can  not  be  found  within  40  miles  of  an  oil  or  gas  well,  it 
would  make  an  extension  beyond  what  the  original  bill  provides  f  ojr. 

Mr.  Rice.  I  can  not  see  it  that  way. 

Mr.  Hayden.  I  think  his  idea  is  that  nobody  would  want  leases 
where  there  was  no  geologic  structure. 

Mr.  Rice.  I  intended  to  say  so.  If  there  is  no  geologic  structiiro 
in  there,  the  g:eologist  would  so  report,  and  you  would  have  no  object 
in  goin^r  within  a  10-mile  radius  or  a  20-mile  radius. 

Mr.  Taylor.  They  usually  consult  geological  engineers,  do  they 
not? 

Mr.  Rice.  At  this  time  the  geologists  are  in  very  strong. 

Mr.  Taylor.  What  is  meant  by  those  words,  "geologic  structure"? 

Mr.  Rice.  That  means  a  formation  favorable  to  production,  so  far 
as  it  can  be  ascertained,  but  the  question  of  whether  there  is  a  pos- 
sibility of  oil  or  gas  being  discovered  there  is  subject  to  the  judg- 
ment of  the  various  individuals. 

Mr.  Raker.  A  man  would  not  be  chump  enough  to  lease  a  trad  of 
land  and  go  boring  a  well  unless  he  thought  there  was  oil  or  gas 
there. 

lilr.  Rice.  A  great  many  operators  who  are  actually  engaged  in  the 
business  do  not  rely  on  geologists,  but  at  present  the  geologists  are 
in  very  strong,  as  I  have  said.  In  Mexico,  for  example,  the  wells  are 
located  by  geologists,  but  in  this  country  many  operators  believe  in 
their  own  ability  rather  than  in  that  of  the  experts.  The  geologists 
under  the  Secretary  of  the  Interior  might  say  that  there  was  no  such 
geologic  structure,  but  somebody  else  might  come  along  and  say  that 
there  wns. 

Mr.  Raker.  The  use  of  the  term  "geologic  structure''  is  intended 
to  cover  the  plain  and  ordinary  meaning  of  the  matter.  In  other 
words,  it  is  a  sort  of  subterfuge,  instead  of  saying  if  there  is  any 
prospect  of  oil  or  gas  on  that  particular  tract,  is  not  that  about 
whnt  it  means? 

Mr.  Rice.  I  do  not  know  anything  about  any  subterfuge.  I  assume 
that  it  is  in  accordance  with  the  imdei*standing  of  people  who  aro 
familiar  with  the  oil  business.  They  know  what  a  geologic  struc- 
ture is. 
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Mr.  "Raker.  Tell  us  how  that  amendment  came  to  get  in  there. 

Mr.  RiCB.  I  do  not  know. 

Mr.  Haker.  Did  you  present  it,  or  how  did  you  bring  about  this 
change  from  the  original  wording  of  the  bill  into  this  language 
"  geologic  structure  "  f 

Mr.  EiCE.  Mr.  Ball  has  had  this  subject  under  consideration  for  a 
number  of  years,  and  there  were  conferences 

Mr.  Sakeb  (interposing).  Did  Mr.  Ball  present  it,  or  how  was  it 
placed  on  the  Senate  bill  ? 

Mr.  Rice.  I  think  it  went  through  a  Wvomins  committee  to 
Senator  Kendrick.  I  talked  to  Senator  Kendrick  about  it  myself, 
but  I  think  the  amendment  itself  was  prepared  by  a  Wyoming  com- 
mittee, under  some  advice  and  direction  from  Mr.  Ball,  and  was  pro- 
sented  by  them,  I  think,  to  Senator  Kendrick*  I  think  the  Con- 
gressional Record  of  January  7  would  show  how  it  was  presented. 

The  Chairman.  I  will  read  this  short  statement  which  is  contained 
in  a  letter  from  Mr.  C.  J.  Hares,  geologist,  dated  Casper,  Wyo., 
January  31,  1918,  and  addressed  to  Mr.  Fi*ank  G.  Curtis,  chairman 
executive  committee  of  Wyoming  Chapter  of  the  American  Mining 
Congress,  at  Casper,  Wyo. : 

I  make  the  suggestion  that  the  phrase  "  geologic  structure  '*  in  the  proposed 
alterations  of  the  leasing  bill  now  before  Congress  be  changed  to  "  auticHnecT 
or  other  folds  or  conditions  favorable  for  the  accumulation  of  oil  or  gas."  This 
is  made  for  clearness  and  directness  of  meaning.  In  the  interpretation  of  the 
phrase  "geologic  structure"  disagreement  will  arise,  and  possibly  confusion. 
Structural  geology  deals  with  many  distortions  and  fractures  of  the  earth  that 
have  nothing  to  do  with  oil  and  gas.  For  instance,  geologic  structure  applies 
to  schistosity  in  metamorphic  rocks,  to  joints  In  granite,  to  unconformities,  to 
faults,  to  volcanic  plugs,  etc. 

Of  course,  structure  to  many  means  a  dome  or  anticline,  especially  to  the 
oil  men,  who  deal  only  with  sedimentary  rocks  (bedded  sands,  shales,  lime- 
stones, and  the  like),  but  to  a  host  of  geologists  and  miners  the  igneous  and 
metamorphic  rocks  are  most  important;  hence  confine  ourselves  to  our  own 
problem. 

When  Mr.  Rice  began  his  statement,  I  had  in  mind  the  ordinary 
oil  parlance,  and  I  used  the  word  "anticline'*  or  "dome"  in  refer- 
ring to  oil  structure. 

Mr-  Saker.  According  to  this  geologist,  you  do  not  get  much 
through  that  amendment.  That  amendment  seems  to  be  exploded. 
Now,  suppose  you  go  to  the  next  one. 

Mr.  Tatlor.  Don't  you  think  that  we  had  better  use  language  that 
is  a  little  more  definite  than  "  geologic  structure "  ?  Is  not  that 
language  susceptible  to  litigation  and  contention?  Is  not  that 
language  too  indefinite  and  uncertain  to  be  used  in  legislation  of 
this  sort? 

Mr.  Sice.  It  might  be.  I  think  the  engineers  who  will  appear  on 
the  stand  can  answer  that  question  better  than  I  can.  To  my  mind, 
"  geologic  structure  '*  is  such  a  general  term  that  I  think  the  Secre- 
tary of  the  Interior  could  very  well  decide  what  he  wanted  to  do 
unaer  that  language. 

Mr.  Taylor.  You  think  that  his  engineers,  or  the  geologists,  who- 
ever they  are,  could  advise  him  so  that  he  could  act  intelligently 
upon  it  and  construe  that  law  definitely? 

Mr.  Bice.  Yes,  sir. 

Mr.  TatijOb.  Of  course,  that  would  be  in  his  discretion  ? 
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Mr.  Rice.  Yes,  sir. 

Mr.  Rakek.  The  geologists  might  figure  out  the  location  of  a 
geologic  structure  40  miles  from  any  oil  well  or  gas  field,  but  some 
practical  man  might  come  in  within  10  miles,  and  you  could  refuse 
to  lease  to  him  because  the  geologic  structure  was  not  there? 

Mr.  Rice.  I  think  the  Secretary  of  the  Interior  would  take  the 
advice  of  the  geologist,  but  if  some  practical  man  wanted  a  lease, 
and  if  in  the  opinion  of  the  practical  oil  man  there  was  a  geologic 
structure,  I  have  no  doubt  that  the  Secretary  would  grant  him  h 
lease. 

In  other  words,  it  would  act  as  a  restraint.  If  he  wanted  to  charge 
more  royalty  he  would  do  so  if  his  geologist  said  there  was  a  struc- 
ture there;  if  he  said  there  was  not  and  a  practical  man  said  there 
was  he  would  lower  the  amount. 

Mr.  Raker.  Both  acting  on  a  pure  guess? 

Mr.  Rice.  I  do  not  know,  sir,  but  the  geologists  say  not.  Many 
men  are  now  taking  the  advice  of  geologiS;s  and  quite  a  good  many 
have  taken  out  leases  on  their  say  so. 

Mr.  Raker.  No  doubt  you  are  familiar  with  the  fact  that  after  an 
examination  by  all  the  experts  of  the  world  the  Tonopah  Goldfield 
mines  were  turned  down  as  absolutely  worthless,  and  yet  one  practi- 
cal miner  went  in  and  said  the  gold  was  there  and  we  have  been 
producing  millions  of  dollars'  worth  of  gold  from  those  mines, 
whereas  the  geologists  said  the  gold  did  not  exist. 

Mr.  Rice.  1  have  no  doubt  about  that,  because  I  know  they  turned 
down  the  Gushing  field  in  Oklahoma. 

Mr.  Raker.  Knowing  those  things,  why  should  you  put  in  here 
something  that  simply  leaves  it  to  a  guess  and  cut  out  the  practical 
man? 

Mr.  Rice.  It  does  not  cut  out  the  practical  man,  because  he  can  go 
in  there  in  defiance  of  what  the  geologist  says.  But  the  ordinary 
oil  man  of  to-day,  I  believe,  will  tell  you  that  the  geologist  will  save 

fou  from  50  to  75  per  cent  by  telling  you  where  not  to  drill  and,  as 
say^  at  this  time,  the  geologists  are  in  strong  favor  in  the  United 
States.  There  is  hardlv  an  oil  company  that  does  not  employ  one  or 
more  geologists  and  which  does  not,  to  a  large  extent,  follow  their 
advice. 

Mr.  Scott.  Is  there  any  way  to  determine  the  limits  of  a  producing 
oil  field? 

Mr.  Rice.  Except  by  drilling ;  no,  sir. 

Mr.  Scott.  The  language  here,  "  Geologic  structure  of  a  producing 
oil  field  "would  indicate  that  the  oil  field  had  a  known  geologic  struc- 
ture as  distinguished  from  the  geologic  structure  that  might  be  gen- 
eral to  numerous  contiguous  fields.  I  was  wondering  whether  that 
is  true? 

Mr.  Rice.  The  geolo^c  structure  of  a  producing  field  is,  I  assume, 
determined  by  surface  mdications,  from  which  the  geologists  say  they 
can  determine  the  extent  of  that  field.  In  other  words,  they  say  from 
the  surface  the  field  ought  to  end  right  here,  but  you  can  not  prove 
that  until  you  drill. 

Mr.  Scott.  Then  this  language  has  reference  to  surface  indica- 
tions? 

Mr.  Rice.  Yes. 
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Mr.  Scott.  Or  does  it  have  reference  to  something  which  is  not 
shown  on  the  surface  ? 

Mr.  Rice.  Well,  I  think  if  they  were  drilling  and  the  wells  be- 
came smaller  and  smaller,  the  sand  thinner  and  thinner,  and  the 
surface  conditions  did  not  change,  they  would  say  the  geologic 
structure  ended.  At  the  same  time  the  surface  might  show  a  limit 
and  the  drilling  show  that  the  oil  went  even  further. 

Mr.  Bakeb.  I*oint  out  the  second  amendment  and  just  how  it  was 
obtained. 

Mr.  Sice.  The  second  amendment  appears  in  section  12,  on  page 
17,  and  I  think  it  is  in  the  conclusion,  after  the  word  "  provided." 

The  Chairman.  In  line  22? 

Mr.  Rice.  No;  beginning  with  line  5,  page  17. 

Mr.  Kaker.  Eead  the  provision. 

Mr.  Rice  (reading)  : 

That  said  permittee  shall  be  given  a  preference  rljrht  to  lease  the  remaining 
and  unpatented  lands  embraced  within  the  limits  of  his  permit  upon  the  same 
terms  and  conditions  as  provided  for  other  leases,  or  said  permittee  may,  at 
his  election  and  with  like  preference  right  and  upon  like  conditions,  l)ecome 
the  lessee  of  the  entire  tract  embraced  within  said  permit  instead  of  receiving 
a  patent  for  any  part  thereof. 

Now,  as  I  recall,  the  original  bill  provided  that  you  could  receive 
a  patent  for  one- fourth  of  your  prospecting  permit,  which  is  2,560 
acres,  and  you  would  get  a  patent  to  640  acres,  and  then  the  remain- 
ing portion  of  your  permit  would  be  put  up  to  competitive  bidding 
and  you  might  or  might  not  get  it.  Under  the  amendment  you  are 
given  the  right  to  lease  the  whole  2,560  acres,  the  amount  included 
in  your  original  permit. 

Miss  Rankin.  JBut  no  patent? 

Mr.  Rice.  You  could  have  a  patent,  as  I  understand  it,  but  under 
this  amendment  you  could  disregard  the  patent  and  take  a  lease  on 
the  whole  amount. 

Mr.  Rakeb.  State  who  was  seen  about  putting  that  amendment 
on  and  how  it  was  done  ? 

Mr.  Rice.  I  think  the  same  procedure  was  followed.  Mr.  Ball 
bad  this  matter  under  consideration  for  some  years,  and  I  think  he 
probably  acted  through  some  Wyoming  committee.  I  talked  with 
a  number  of  Senators  about  it  myself,  and  I  assume  that  was  the 
amendment  offered  by  Senator  Kendrick.  The  Record  of  January 
7  will  show  who  introduced  the  amendment. 

Mr.  IdBNROOT.  Did  you  discuss  this  amendment  with  Mr.  Ball  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  You  think  this  proviso  is  in  the  public  interest '{ 

Mr.  Rice.  Yes,  sir;  I  think  this  proviso  would  increase  the  willing- 
ness of  a  man  to  go  into  open  country  and  drill  for  oil. 

Mr.  Tayix)r.  State  why. 

Mr.  Rice.  Because  it  gives  him  an  additional  reward  if  he  discovers 
oil  and  gives  him  more  land  on  which  to  make  his  search. 

Mr.  I^NROOT.  You  think,  then,  that  a  reward  of  640  acres  of  proven 
territory  is  not  a  sufficient  reward  for  the  discovery  of  oil  ? 

Mr.  KiCE.  I  do  not  understand  that  question  exactly. 

Mr.  Lenroot.  The  bill  as  it  stood  would  grant  a  patent  for  640 
acres  in  wildcat  territory,  an  absolute  title  on  the  discovery  of  oil, 
and  that  makes  that  640  acres  proven  territory. 
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Mr.  Bice.  Looking  at  it-  that  way,  it  does. 

Mr.  Lenroot.  And  you  think  that  is  not  a  sufficient  reward? 

Mr.  Sice.  I  think  that  is  a  sufficient  reward  if  it  produces  oil  in 
sufficient  quantities.  If  it  is  a  small  and  ordinarily  productive  tract 
it  might  not  be  worth  anything  to  the  fellow,  because  he  could  not 
build  a  pipe  line  in  there  to  take  his  oil;  he  could  not  sell  his  oil 
without  a  pipe  line,  nor  could  he  build  a  refinery  for  such  a  small 

Eroduction.  in  fact,  if  he  got  a  tract  of  040  acres  of  this  character 
e  might  be  worse  off  than  if  he  had  not  gone  there. 

Mr.  Lenroot.  But  last  night,  with  reference  to  this  amendment, 
you  told  this  committee  that  in  your  opinion  a  lease  on  that  amount 
of  land  would,  in  most  cases,  be  compensation  to  the  claimant  for  all 
of  his  expenditures  and  probably  produce  a  reasonable  return. 

Mr.  Rice.  Yes;  but  you  are  asking  this  man  to  go  in  and. risk  his 
money  in  order  to  make  this  a  proven  field. 

Mr.  Lenroot.  Do  they  not  risk  their  money  anyway? 

Mr.  Rice.  Yes.  of  course. 

Mr.  Lenroot.  1  am  asking  you  now  with  reference  to  your  state- 
ment of  last  night,  when  I  understood  you  to  say  that  a  lease  for 
the  existing  well,  with  no  additional  area,  would  be  equitable,  while 
now  you  say  that  a  patent  for  640  acres  is  nx)t  a  sufficient  reward  for 
the  discovery  of  oil  * 

Miss  Rankin.  The  confusion,  I  think,  is  in  the  term  "  lease."  Do 
you  mean  the  discovery  or  do  you  mean  a  man  who  goes  in  and 
leases  a  well  already  discovered  ? 

Mr.  Lenroot.  I  mean  the  man  who  makes  the  discovery  and  leases 
the  well. 

Miss  Rankin.  Do  you  mean  the  man  who  discovers  it  or  do  you 
mean  the  man  who  discovers  it  and  then  re-leases  it? 

Mr.  Lenroot.  But  that  never  obtains  in  the  oil  business.  As  I 
understand  it  the  lease  is  always  made  before  the  discovery.  I  think 
that  is  a  correct  statement. 

The  Chairman.  Under  this  theory  a  permanent  permit  may  be 
issued  ? 

Mr.  Lenroot.  I  think  the  lease  is  always  made  before  the  discovery 
and  the  lessee  makes  the  discovery.  Now,  you  still  think,  in  view 
of  your  statement  of  last  night,  that  640  acres  is  not  a  sufficient  re- 
ward for  a  man  who  discovers  oil  ? 

Mr.  Rice.  Not  a  sufficient  inducement,  I  will  say,  for  a  man  to 
go  into  open  country  and  risk  $100,000 ;  no,  sir. 

Mr.  Lenroot.  In  the  Wyoming  and  California  fields  how  many 
claimants,  whx)  have  gone  in  under  the  placer  mining  laws,  have 
received  more  than  640  acres? 

Mr.  Rice.  I  do  not  know,  sir. 

Mr.  Lenroot.  Do  you  think  that  any  considerable  number  of  them 
have? 

Mr.  Rice.  I  think,  from  a  practical  standpoint,  that  in  any  field  that 
is  open  they  will  combine  together  a  number  of  sections — a  number 
of  quarter  sections — for  drilling.  I  assume  that  these  companies — 
and  there  are  lots  of  them  organized  in  Wyoming —  organized  on  the 
theory  that  one  man  can  not  afford  to  put  down  an  oil  well  on  640 
acres,  so  that  these  companies  are  organized  and  a  number  of  tracts 
are  turned  in  together  and  then  capital  is  raised  to  drill. 


OIL  LEASIKG  LANDS.  187 

Mr.  Lenroot.  A  list  of  companies  has  been  placed  before  this  com- 
mittee in  California — I  do  not  remember  whether  the  Wyoming  list 
has  been  furnished  or  not — and  the  acreage  held  by  each,  and  as  I 
recollect  it  there  are  only  about  4  out  ot  70  or  80  companies  that 
put  the  acreage  in  excess  of  640  acres. 

Mr.  Bice.  Yes.  sir. 

Mr.  Lenroot.  Now,  evidently,  as  to  the  vast  majority  of  the  claim- 
ants in  those  cases,  an  acreage  of  at  least  640  acres  was  a  sufficient 
inducement  for  them  to  proceed  to  seek  and  discover  oil. 

Mr.  Bice.  Yes,  sir. 

Mr.  Lenroot.  Do  you  think  that  under  this  bill  they  should  have 
more  than  that  ? 

Mr.  Bice.  Yes,  sir. 

Mr.  Smith.  California  was  an  improved  field. 

Mr.  Lekeoot.  Not  originaUy ;  when  these  men  went  in  there  it  was 
absolutely  unproven. 

Mr.  Smith.  They  were  not  limited,  though. 

Mr.  Taylor.  These  oil  locators  out  there  thought  it  was  an  oil  ter- 
ritory, did  they  not  ? 

Mr.  Bice.  I  do  not  know,  sir,  how  that  field  was  developed.  It 
may  have  been  developed  from  the  first  discovery,  and  then  right 
away  there  may  have  been  oil  weUs  discovered  in  several  places,  but 
I  do  not  know. 

Mr.  Tatlor.  If  100  people  located  claims  adjoining  one  another, 
having  20  acres  each,  or  100  acres  each,  they  must  have  had  a  pretty 
good  idea  there  was  oil  in  that  territory  and  it  would  be  different 
than  if  they  had  to  go  a  hundred  miles  from  no  place  and  start  to 
drill. 

Mr.  Lenroot.  That  is  true,  but  some  one  man  must  have  discovered 
oil. 

Mr.  Bice.  Yes,  sir. 

Mr.  I^NROOT.  It  is  true,  as  Mr.  Taylor  suggests,  that  a  number 
might  locate  simultaneously,  but  a  discovery  of  oil  would  not  be  made 
hy  all  of  them  at  the  same  time.  In  other  words,  some  one  will 
make  the  discovery  and  then  the  field  becomes  proven,  but  would 
not  that  very  situation  happen  if  the  proviso  you  approve  should  be 
adopted,*  that  when  there  are  several  permittees  and  one  permittee 
discovers  oil,  that  the  balance  of  the  permittees  get  the  benefit  of  the 
proviso  in  the  proven  field — is  not  that  true  ? 

Mr.  Bice.  Yes,  sir.  But  they  are  entitled  to  some  reward  for  their 
energy  in  going  in  and  getting  a  lease  on  the  structure  in  order  to 
drill  a  well,  and  their  royalty,  as  was  suggested  yesterday,  could  bfr 
fixed  by  the  Secretary  of  the  Interior  after  discovery. 

Mr.  Lenroot.  But  you  did  not  say  that. 

Mr.  Bice.  That  was  your  suggestion,  I  believe. 

Mr.  Lenroot.  But  you  do  not  approve  of  it  ? 

Mr.  Bice.  I  do  not  approve  of  a  royalty  that  is  not  fixed ;  I  am  in 
favor  of  a  fixed  royalty. 

Mr.  Lenroot.  That  would  apply  to  the  man  who  made  the  dis- 
covery as  well  as  to  the  man  who  secures  a  lease  in  a  proven  field  ? 

Mr.  Bice.  Yes;  unless  you  care  to  make  an  exception  in  his  case^ 
from  the  fact  that  he  had  risked  his  money. 

Mr.  Lenroot.  But  you  do  not  approve  of  that  ? 


188  OIL  LEASIiTQ   LANDS. 

Mr.  EicE.  No. 

Mr.  Raker.  Now,  getting  back  to  amendment  2  on  page  17,  from 
lines  5  to  12,  you  have  thi3  language:  ^^  Upon  the  same  terms  and 
conditions  as  provided  for  other  leases."    What  is  that  for  ? 

Mr.  Rice.  Well,  there  is  a  provision  in  this  bill,  and  all  bills  before 
the  House,  intended  to  prevent  waste,  and  providing  that  wells  could 
only  be  driUed  within  200  feet  of  the  line,  and  that  the  gas  and  oil 
must  be  protected  as  they  go  through  the  sands.    That  is  the  idea. 

Mr.  Raker.  But  the  language  i^,  ^'  Upon  the  same  terms  and  con- 
ditions as  provided  for  other  leases."    What  other  leases? 

Mr.  Rice.  I  assume  that  means  other  leases  provided  for  under 
this  bill. 

Mr.  Lenroot.  You  mean  that  would  be  the  minimum  royaltv? 

Mr.  Rice.  No,  sir.  I  do  not  know  of  any  particular  reason  /or 
putting  that  in,  unless  it  refers  to  the  other  leases  mentioned  in  the 
various  sections  of  the  bill. 

Mr.  Raker.  Is  this  provision  intended  to  cover  the  royalty  ? 

Mr.  Rice.  Yes;  I  think  so,  although  I  do  not  know  just  what  it 
is  intended  to  do. 

Mr.  Raker.  Well,  there  is  no  rate  fixed  ? 

Mr.  Rice.  Well,  the  rate  is  fixed  by  reason  of  the  fact  ihat  it  shall 
be  on  the  terms  of  other  leases,  and  the  other  leases  are  fixed. 

Mr.  Lenroot.  Then  that  is  the  minimum? 

Mr.  Rice.  As  I  understand  it,  one-eighth  i^  the  minimum;  yes,  sir. 

Mr.  Ijenroot.  The  rate  fixed  in  the  proposed  lease  would  be  the 
minimum,  and  then  anything  the  Government  would  get  in  addition 
would  be  by  way  of  a  bonus,  if  there  was  competitive  oidding? 

Mr.  Rice.  I  do  not  know  whether,  under  the  provisions  of  this  bill, 
the  Secretary  of  the  Interior  would  have  the  power  to  raise  the  bonus. 
That  is  what  is  contended  by  some. 

Mr.  Taylor.  As  I  understood  your  testimony  of  yesterday  and 
your  statement  to-day,  you  believe  in  encouraging  the  man  who  goes 
off  in  an  entirely  new  field  to  prospect  and  to  find  oil  and  open  up  a 
well  if  he  can,  and  your  idea  is  to  encourage  that  man  by  giving  him 
the  minimum  rate,  and  after  he  has  discovered  the  field  to  let  the  Sec- 
retary of  the  Interior  then  exercise  his  discretion  as  to  the  amount 
of  royalty  to  be  paid  by  those  who  are  benefited  by  that  pioneer's 
discovery  ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Taylor.  In  other  words,  to  encourage  development  you  want 
to  give  a  bonus  to  the  pioneer  wildcatter  in  unexplored  regions  in 
each  new  territory  of  these  various  States  of  the  West? 

Mr.  Rice.  Yes,  sir. 

Mr.  Taylor.  And  you  are  willing  that  those  who  get  the  benefit  of 
his  gamble  when  he  wins,  if  he  ever  does,  shall  pay  whatever  the 
Secretary  of  the  Interior  sees  fit,  and  that  he  shall  provide  such 
restrictions  as  he  deems  proper  under  this  bill? 

Mr.  Rice.  Yes,  sir. 

Mr.  Elston.  If  you  elect,  instead  of  taking  a  patent  for  640  acres, 
to  take  a  lease  on  the  whole  area  you  take  it  under  exactly  the  same 
conditions  that  obtain  in  other  leases  given  to  other  people? 

Mr.  Rice.  Yes,  sir. 

Mr.  Elston.  Under  the  terms  of  the  bill? 
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Mr.  Bice.  Yes ;  that  is  the  way  it  reads. 

Mr.  Elston.  And  that  puts  you  in  no  preferential  posi<;^on  what- 
ever, so  far  as  the  others  are  concerned? 

Mr.  Rice.  No. 

Mr.  Eaker.  In  other  words,  if  prospectors  go  out  and  locate  a  tract 
of  10,000  acres  in  a  known  field,  and  leases  are  taken  on  all  of  this 
land  and  you  discover  oil,  you  would  expect,  through  that  method,  to 
f^t  the  entire  tract? 

Mr.  Rice.  No,  sir;  I  would  expect  to  get  2,560  acres. 

Mr.  Raker.  Each  man  would  discover  it,  then,  and  he  could  get  a 
preferential  lease  on  all  of  it;  that  is,  if  each  man  has  a  lease.  If 
you  go  into  an  unproven  field,  and  there  would  be  10  men,  so  as  to 
take  up  all  of  the  land,  each  one  having  discovered  oil,  then  you 
would  get,  under  this  provision,  all  of  the  oil  land  ? 

Mr.  Rice.  If  they  all  went  there,  the  idea  would  be  that  the  first 
man  who  went  in  there  would  drill  a  well  and  the  others  would  wait 
to  see  what  would  happen,  and  then  these  other  men  who  had  waited 
would  pay  a  higher  royalty  than  the  fellow  who  went  in  there  and 
risked  his  money  in  the  first  place.  This  provision  does  not  carry  out 
that  ideo,  but  that  is  a  proposition  that  I  am  willing  to  support. 

The  Chairman.  In  order  to  accomplish  that,  the  language  in  line 
8,  which  says,  "  Upon  the  same  terms  and  conditions "  should  be 
stricken  out  and  in  its  stead  should  be  placed  some  provision  which 
would  say,  "  Under  such  new  rules  and  regulations  as  the  Secretary 
may  prescribe  "  ? 

Sir.  Rice.  Yes,  sir. 

The  Chairman.  Then  he  could  adopt  a  higher  rate  of  royalty  and 
a  bonus,  or  the  competitive  bidding  plan. 

Mr.  Rice.  Yes ;  or  whatever  method  he  saw  fit  to  adopt. 

Mr.  Church.  As  a  matter  of  fact,  in  a  new  field,  even  if  there  are 
several  locators,  they  generally  delay,  do  they  not,  until  some  one  of 
them  proves  that  particular  section  of  territory? 

ilr.  Rice.  Yes.  sir.  They  go  out  and  get  a  lease  on  the  structure, 
paying  $5  an  acre;  you  commence  your  well,  and  the  surrounding 
acreage  goes  to  $10  an  acre;  when  you  get  down  so  many  feet  the 
acreage  goes  up  to  $15,  and  the  fellows  all  wait  to  see  what  the  man 
who  is  drilling  gets. 

Mr.  Rakeb.  And  under  this  bill  they  would  get  all  of  the  land? 

Mr.  Rice.  If  everybody  discovered  oil  they  would,  yes,  on  that 
structure. 

Mr.  Scott.  I  notice  this  clause,  "  Or  said  permittee  majr,  at  his  elec- 
tion, and  with  like  preference  right,  and  upon  like  conditions,  become 
the  lessee  of  the  entire  tract  embraced  within  said  permit  instead  of 
receiving  a  patent  for  any  part  thereof."  Now,  what  would  be  the  in- 
centive for  the  making  of  such  an  election? 

Mr.  Rice.  Well,  sir,  as  I  read  this  amendment,  if  I  discover  oil  I 
have  to  take  a  patent  for  640  acres,  and  then  have  a  preference  right, 
under  such  rules  and  regulations  as  the  Secretary  of  the  Interior 
might  prescribe,  to  lease  the  balance.  He  may  require  an  increased 
royalty  or  he  may  require  a  bonus,  but  I  have  a  preference  right,  if  I 
choose,  to  take  my  pat.ent ;  if  I  do  not  choose  to  take  my  patent,  then 
Ihft^e  a  preference  right  to  take  a  lease  on  the  whole  thing. 

47476—18 ^13 
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Mr.  Scott.  What  I  asked  was  this :  What  incentive  could  there  Ix 
for  one  to'  refuse  a  patent  to  one-quarter  and  take  a  lease  upon  the 
whole  ? 

The  Chairman.  Mr.  Scott  thinks  that  would  be  an  improbable 
case. 

Mr.  Tatlor.  I  think  one  reason  would  be  that  they  might  not 
want  to  be  taxed  under  the  State  law.  They  might  not  consider  it 
worth  the  taking  and  owning  and  subjecting  themselves  to  State 
control  and  possibly  other  burdens  of  the  actual  ownership  of  it.  I 
am  not  at  all  certain  about  this. 

Mr.  Scott.  That  is  what  I  want  to  get  at,  whether  there  aro 
burdens  attached  to  quarter  sections  that  would  make  a  lease  prefer- 
able. 

Mr.  Taylor.  There  might  be;  yes. 

Tlie  Chairman.  Might  it  not  be  the  increased  area  they  would 
get?  They  get  four  sections  instead  of  one  under  this  provision. 
If  I  understand  it  correctly,  under  our  provision,  as  it  originally 
prevailed  in  the  bill,  they  could  take  out  a  prospector's  permit  for 
2,560  acres  and  then,  upon  striking  oil,  if  the  operator  elected  to  do 
so,  he  could  receive  a  patent  for  640  acres  and  hold  it  in  fee,  but 
Mr.  Rice's  provision  authorizes  him  to  elect  as  to  whether  to  take  a 
deed  for  640  acres  or  have  a  preference  right  to  lease  the  whole  four 
sections  of  2,560  acres.  So  undoubtedly  the  result  of  this  amend- 
ment would  be  that  the  oil  operator  would  prefer  to  have  a  lease 
on  four  sections,  or  2,560  acres,  rather  than  to  have  a  deed  for  one 
section  and  no  lease  on  the  three  remaining  sections  that  would  then 
be  proven  land. 

Mr.  Scott.  That  is  true  as  to  one  of  these  clauses,  but  the  latter 
clause  gives  him  an  election  either  to  take  a  patent  to  one  quarter 
and  lease  the  other  three  quarters  or  a  lease  to  the  entire  four 
quarters. 

The  Chairman.  No  ;  it  does  not  do  that. 

Mr.  Scott.  And  for  that  reason  I  could  see  no  incentive  to  induce 
him  to  make  that  election. 

The  Chairman.  I  think  Mr.  Scott  is  right. 

Mr.  Baker.  He  can  take  a  patent  to  640  acres  and  then  lease  the 
balance. 

Mr.  Scott.  Yes ;  under  the  first  clause  he  would  get  640  acres,  plus 
a  lease  for  the  balance,  which  would  be  much  better,  I  suppose,  than 
a  lenfe  for  the  whole. 

The  Chairman.  Mr.  Scott's  observation  is  something  I  had  not 
noticed. 

Mr.  Schwartz.  This  is  not  the  amendment  recommended  by  the 
miners  from  Wyoming.  The  amendment  recommended  by  the  miners 
from  Wyoming  was  introduced  by  Senator  Kendrick,  and  at  the 
same  time  Senator  Sterling  introduced  an  amendment,  which  is  this 
amendment. 

The  Chairman.  Senator  Sterling  of  South  Dakota? 

Mr.  Schwartz.  Yes.  I  do  not  know  where  Senator  Sterling  got 
his  amendment.  Senator  Sterling  stated  and,  of  course,  believed 
that  the  amendments  were  practically  the  same,  and  as  it  was  within 
two  or  three  minutes  of  5  o'clock,  when  they  had  to  vote,  Senator 
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Eendrick  withdrew  his  amendment  and  this  amendment  came  in.  I 
wanted  to  clarify  the  situation  to  that  extent. 

The  Chairman.  Is  that  as  you  understand  it,  Mr.  Eice  f 

Mr.  Eice.  I  do  not  know  how  that  came  about. 

The  Chairman.  Is  this  the  identical  amendment  prepared  by  you 
and  Mr.  Ball,  or  the  amendment  that  the  Wyoming  association 
presented? 

Mr.  Eice.  That  I  could  not  tell ;  I  did  not  have  anjrthing  to  do 
with  the  actual  preparation  of  the  amendment. 

The  Chairman.  Who  did  draw  the  amendment! 

Mr.  Eice.  I  do  not  know  who  drew  this  amendment.  If  this 
amendment  was  presented  by  Senator  Sterling,  he  drew  it  himself. 
I  talked  to  Senator  Sterling  about  it,  and  I  presume  that  is  the 
amendment  he  drew,  thinking  it  would  work  out  properly. 

Mr.  Eaker.  I  understand  that  Mr.  Ball  did  not  draw  any  amend- 
ment at  all. 

Mr.  Bice.  He  did  not  actually  draw  them ;  no. 

Mr.  Eaker.  Now,  go  to  the  third  amendment. 

Mr.  Eice.  The  third  amendment  is  with  reference  to  section  10 
and  is  a  flareback.    On  page  22  is  this  language : 

Such  claimant  or  his  successor  in  interest  shall  be  entitled  to  n  lease  for 
each  such  asserted  mineral  location  of  160  acres,  etc. 

Now,  in  the  brief  which  I  have  filed  I  contended  that  that  section 
did  not  limit  the  amount  of  acreage  which  would  be  given  by  reme- 
dial relief  to  any  one  individual  claimant.  In  other  words,  that  does 
not  conform  to  the  House  bill,  which  provided  that  only  640  acres 
would  be  given  to  any  one  claimant.  TJnder  the  Senate  bill  anybody 
could  get  any  amount  of  acreage  they  asserted.  There  was  a  flare- 
back  on  that  proposition,  because  the  amendment  was  introduced  for 
the  purpose  of  making  it  perfectly  clear  that  it  was  not  intended  to 
limit  the  remedial  relief,  and  that  amendment  appears  in  section  33 
of  the  new  bill,  on  page  31. 

The  Chaurman.  Bead  the  language. 

Mr.  RicB  (reading) : 

That  no  person,  association,  or  corporation  holding  a  lease  under  the  pro- 
visions of  this  act  other  than  as  provided  in  sections  16  and  17  of  this  act  shall 
hold  any  interest 

The  Chairman  (interposing).  B^ad  the  language  which  you  say 
makes  that  clear. 
Mr.  KicE.  It  says : 

^t  no  person,  association,  or  corporation  holding  a  lease  under  the  provi- 
^<^  of  this  act  other  than  as  provided  in  sections  16  and  17  of  this  act  shall 
«>W  any  interest,  direct  or  Indirect,  in  any  agency,  corporate  or  otherwise, 
^gaged  in  the  transportation,  refining,  or  resale  of  coal,  phosphate,  oil,  etc. 

The  Chairman.  That  does  net  go  to  the  limited  acreage? 

Mr.  Rice.  No  ;  it  goes  to  the  refining  proposition.  I  have  gotten 
we  wrong  section.  This  section  permits  anybody  holding  a  lease 
^der  sections  IG  and  17  to  "  hold  any  interest^  direct  or  indirect,  in 
^y  agency,  corporate  or  otherwise,  en^ged  in  the  transportation, 
'^ing,  or  resale  of  coal,  phosphate,  oil,  and  gas,  or  sodium  pur- 
chased from  such  lessee,''  and  in  section  22,  on  page  29,  the  same  pro- 
ton appears. 
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The  Chaibmak.  Read  it. 
Mr.  Rice  (reading) : 

That  no  person,  association,  or  corporation,  except  as  provided  In  sections 
16  and  17  of  this  act,  shall  be  permitted  to  take  or  hold  any  interest,  as  a 
stockholder  or  otherwise,  In  leases  of  any  one  of  the  deposits  herein  named 
and  described,  during  the  life  of  such  leases  covering  in  the  aggregate  an  area 
greater  than  2,560  acres. 

The  Chairman.  Elaborate  on  that  so  we  will  get  it  clear.  What  is 
it  you  actually  sought  to  accomplish,  and  what  did  you  actually 
accomplish? 

Mr.  Rice.  I  did  not  accomplish  anything;  that  went  squarely 
against  me.  The  first  proposition  I  put  up  was  that  the  House  bill 
limited  the  remedial  legislation  to  640  acres  to  any  one  man,  and 
that  the  Senate  bill  made  no  limit  and  gave  to  each  claimant  valid 
title  to  all  the  acreage  to  which  he  asserted  title.  The  original  Senate 
bill  so  provided,  but  it  did  not  make  it  as  clear  as  they  wanted  to 
make  it,  and  so  they  amended  the  section  and  provided  that  sections 
16  and  17  were  not  controlled  by  the  2,560-acre  limit.  In  other  words, 
those  persons  receiving  relief  were  given  unlimited  acreage  and  the 
right  to  install  pipe  lines  and  refineries,  while  those  men  entering  in 
the  public  domain  in  accordance  with  the  terms  of  bill  were  limited 
as  to  acreage  and  prohibited  from  installing  pipe  lines  or  refineries. 

The  Chairman.  So  far  as  sections  16  and  17  are  concerned  and 
this  language  you  have  just  read,  is  it  your  opinion  that  there  is  now 
no  limit  on  the  amount  that  they  can  take? 

Mr.  Rice.  There  is  no  limit.  And  further,  the  persons  who  are 
benefited  by  the  remedial  legislation  are  permitted  to  engage  in  the 
resale  of  oil  and  gas,  but  the  persons  who  come  in  under  the  terms  of 
the  bill  will  be  prohibited  from  that. 

The  Chairman.  If  the  original  locators  or  claimants  provided  for 
under  sections  16  and  17  developed  50  placer  claims  of  160  acres  each, 
or  200  placer  claims  of  160  acres  each,  your  opinion  is  that  under  the 
Senate  bill  they  could  perfect  title  to  all  of  them? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  And  would  also  be  entitled  to  a  preferential 
lease? 

Mr.  Rice.  Yes,  sir ;  and  to  engage  in  the  drilling  of  wells  and  resale 
of  oil. 

The  Chairman.  Do  the  oil  claimants  agree  with  your  interpreta- 
tion? 

Mr.  Rice.  I  do  not  know ;  I  have  been  somewhat  alone  in  this  war. 
I  was  particularly  interested  in  conservation  methods  and  not  in 
remedial  legislation,  except  in  so  far  as  it  cut  too  much  into  any  one 
set  of  people. 

Mr.  Scott.  That  would  protect  the  present  large  holders  who  have 
become  interested  in  those  disputed  fields,  would  it  not? 

The  Chairman.  Without  going  into  any  argument  about  it,  I  do 
not  think  that  any  committee  of  Congress  would  ever  agree  to  any 
such  provision  as  that. 

Mr.  Rice.  The  next  is  section  23  of  the  new  bill.  The  old  bill  pro- 
vided, as  I  recall,  that  nobody  holding  a  lease  under  the  Government 
could  engage  in  the  resale  of  oil,  and  I  think  the  provision  waa 
practically  the  same  as  in  the  House  bill. 
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The  Chaibhan.  I  would  like  to  hear  you  a  little  on  that  proposi- 
tion of  divorcing,  as  you  call  it,  production  from  refining. 

Mr.  Bice.  Yes,  sir. 

Mr.  Taylor.  Please  explain  that  to  the  committee. 

Mr.  Sice.  The  original  bill  provided  that  no  one  who  held  a  Gov- 
ernment lease  could  engage  in  the  resale  of  oil  or  gas,  and  we  took 
the  position  that  that  would  prohibit  men  who  got  oil  or  gas  from 
establishing  a  pipe  line  or  refinery  or  selling  the  refined  products 
from  crude  oil.  The  ordinary  oil  explorer  would  not  get  enough  oil 
to  enable  him  to  operate  a  refinery  on  a  paying  basis.  The  ordinary 
refinery  will  refine  from  five  thousand  to  twenty  thousand  barrels  a 
day,  and  the  ordinary  producer  does  not  get  from  five  to  twenty  thou- 
sand barrels  a  day.  If  he  does,  it  is  an  extraordinary  thing,  and  he  is 
very  fortunate.  So  that,  from  the  practical  standpoint,  if  a  man 
wants  to  be  an  independent  operator  and  be  able  to  produce  his  oil 
and  refine  it  and  sell  it  to  the  consumer  he  has  got  to  buy  the  oil  that 
he  does  not  produce  himself  in  order  to  operate  his  refinery.  He  has 
got  to  purchase  the  oil,  transport  it  to  the  refinery,  and  then  sell  the 
refined  product.  Our  position  in  that  matter  was  presented  to  the 
members  of  the  Senate  committee,  or  some  of  them,  and  this  provi- 
sion was  made,  or  the  section  was  amended  by  adding  the  following 
words: 

Provided,  That  nothing  herein  contained  shall  he  construed  to  prevent  any 
number  of  patentees  or  lessees  under  the  provisions  of  this  act  from  combining 
their  several  Interests  so  far  as  may  be  necessary  for  the  purpose  of  establish- 
ing and  constructing  as  a  common  carrier  a  pipe  line  or  lines  to  be  operated 
and  used  by  them  jointly  In  the  transportation  of  oil  from  their  several  wells, 
or  from  the  wells  of  other  lessees  or  patentees  under  this  act,  or  from  construct- 
ing and  carrying  on  the  business  of  a  refinery :  Provided  further.  That  any 
combination  for  such  purpose  or  purposes  shall  be  subject  to  the  approval  of 
the  Secretary  of  the  Interior  on  application  to  him  for  permission  to  form  the 
same. 

The  Chairman.  Is  that  one  of  your  amendments? 

Mr.  Bice..  I  can  not  say  that  it  is  one  of  my  amendments.  I  talked 
to  Senator  Sterling  about  it,  and  I  presume  he  drew  it.  I  did  not 
draw  it 

The  Chairman.  Are  you  in  favor  of  it? 

Mr.  Sice.  Yes,  sir. 

The  Chairbcan.  Please  explain  why  it  is  necessary. 

Mr.  Bice.  It  goes  to  this  proj^osition :  If  I  go  out  into  a  field  any 
<listance  from  a  city  or  any  distance  from  a  refinery  and  discover 
oil,  I  must  be  in  a  position  to  dispose  of  that  oil,  and  I  have  either 
got  to  do  one  of  two  things:  I  must  wait  until  some  larger  company 
comes  to  me  and  buys  my  oil  at  such  price  as  they  see  fit  to  pay.  The 
ordinary  pipe  line  company  that  has  to  be  built  to  any  distance  ex- 
pects the  production,  of  course,  to  pay  for  the  pipe  line — ^that  is  to 
say,  they  give  service  on  the  basis  of  production,  and  on  a  basis  that 
will  eventually  repay  them  for  the  expenditure  incurred  in  installing 
the  pipe  line.  Tnat  is  to  say,  they  buy  the  oil  for  a  price  sum- 
cientJy  below  the  market  value  to  secure  to  them  the  cost  of 
the  line.  I  must  stay  there  until  some  concern  that  is  big  enough 
^ill  build  a  pipe  line  to  me  and  take  my  oil.  I  must  either  do  that 
or  my  second  course  would  be  to  combine  with  my  neighbors  who  are 
producing  oil  and  install  a  method  of  transportation.     If  the  pro- 
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duction  is  small,  that  transportation  would  be  b^r  tank  cars,  but  if  it 
were  large  enough  we  would  have  a  pipe  line  which  would  tran8i>ort 
that  oil  more  conveniently.  Then  we  would  install  a  refinery.  We 
would  build  our  refinery,  refine  our  crude  product,  and  put  it  on 
the  market.  That  is  the  course  which  would  permit  the  inaependent 
man  to  do  some  business  in  competition  with  the  existing  com- 
panies. 

The  Chairman.  How  many  refineries  are  in  Oklahoma? 

Mr.  Haker.  This  statement  shows  86. 

The  Chairman.  That  information  appears  on  page  20  of  this  pam- 
phlet. 

Mr.  Lenroot.  Are  they  independent  companies? 

The  Chairman.  How  many  of  these  are  Standard  companies,  or 
do  you  know? 

Mr.  Bice.  I  can  tell  you.  I  have  incorporated  in  here  the  names 
and  locations,  investments,  and  capacity  of  the  Standard  Oil  re- 
fineries in  the  United  States. 

The  Chairman.  Have  you  a  list  of  the  refineries? 

Mr.  EiCE.  Yes,  sir. 

The  Chairman.  Is  it  correct? 

Mr.  Rice.  I  think  so. 

The  Chairman.  Suppose  you  put  that  in  the  record  at  this  point. 

Mr.  Bice.  This  is  already  in  the  record.  I  can  give  a  general  idea 
of  it.    There  are  359  refineries  in  the  United  States. 

The  Chairman.  All  told  ? 

Mr.  Bice.  Yes,  sir;  all  told.  The  list  by  States  is  as  follows:  Cali- 
fornia 79,  Wyoming  5,  Utah  1,  New  Mexico  1,  Colorado  4,  Texas  26, 
Louisiana  16,  Arkansas  1,  Oklahoma  66,  Kansas  31,  Missouri  6,  Min- 
nesota 1,  Illinois  12,  Indiana  1,  Kentucky  3,  Tennessee  1,  Massachu- 
setts 1,  West  Virginia  6,  Ohio  11,  Pennsylvania  60,  New  York  9, 
New  Jersey  12,  and  Maryland  6,  making  a  total  of  359.  The  total 
daily  capacity  is  1,266,325  barrels,  and  the  capital  invested  in  $605,- 
662,500. 

The  Chairman.  This  list  furnished  by  the  Bureau  of  Mines  shows 
86  refineries  in  Oklahoma  and  Kansas  together.  Now,  what  per- 
centage of  those  refineries  are  owned  by  tne  Standard  Oil  Co.,  or 
do  you  know  ? 

Mr.  Bice.  I  do  not  think  there  are  very  many.  I  can  tell  you  in  a 
minute.  So  far  as  my  record  shows,  and  so  far  as  my  knowledge 
goes,  the  Standard  Oil  Co.  has  only  one  refinery  in  Oklahoma,  and 
that  is  the  Carter  Oil  Co.,  at  Norfolk,  which  has  a  capacity  of  25,000 
barrels  a  day.    I  am  not  informed  as  to  Kansas. 

The  Chairman.  How  many  refineries  does  the  Roxana  Co.  own? 

Mr.  Bice.  One  at  Cushing. 

The  Chairman.  Now,  as  a  matter  of  fact,  practically  all  of  those 
86  refineries  are  owned  by  independent  companies,  are  they  not? 

Mr.  Bice.  Yes,  sir. 

The  Chairman.  What  is  the  average  cost  of  those  86  refineries 
there?  My  purpose  in  developing  this  is  because  I  rather  think  the 
committee  has  made  a  mistake  in  refusing  to  permit  the  independent 
producers  to  refine  their  own  oil.  I  am  trying  to  show  that  the 
construction  of  a  refinery  is  not  beyond  the  means  of  men  of  very 
small  capital.    Now,  roughly,  what  is  the  average  cost  of  those  86 


OIL  LEASING  ULND3.  195 

refineries  in  Oklahoma?  I  do  not  mean  the  big  ones,  but  the  ordi- 
nary refineries. 

Mr.  Rice.  Well,  you  can  put  up  a  refinery  with  a  capacity  of  200 
barrels,  or  possibly  running  up  to  500  barrels  per  day  for  $25,000. 
You  can  put  in  a  refinery  with  a  capacity  of  500  barrels  per  day 
for  $50,000.  Now,  I  am  quoting  from  some  figures  here  that  I  have 
got  showing  a  refinery  of  1,000  barrels  capacity  constructed  at  a  cost 
of  $20,000,  and  another  man  has  a  refinery  of  1,000  barrels  capacity 
constructed  at  a  cost  of  $30,000. 

The  CHiiiRMAN.  Do  you  mean  that  they  can  refine  1,000  barrels 
of  oil  per  day  on  an  investment  of  $30,000  ? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  Now,  as  a  matter  of  fact,  that  is  not  beyond  the 
means  of  an  association  of  men  of  comparatively  small  wealth? 

Mr.  Rice.  No,  sir.  In  the  oil  business  $25,000  is  not  much  invest- 
ment, unless  you  have  to  pay  it  to  lawyers. 

The  Chairman.  Any  provision  that  would  prevent  an  oil  driller 
or  producer  from  con^ructing  a  refinery,  or  from  refining  his  own 
oil,  would  be  only  a  detriment  to  the  small  man? 

Mr.  Rice.  Unquestionably;  yes,  sir. 

The  Chairman.  It  would  defeat  the  chance  of  the  small  man  to 
get  his  crude  oil  refined  other  than  by  the  large  refinery,  and  he  has 
no  market  except  through  the  pipe  lines. 

Mr.  Rice.  He  has  no  market  except  through  the  pipe  lines. 

The  Chairman.  Or  through  the  refinery? 

Mr.  Rice.  Yes,  sir.  Of  course,  after  the  refiners  get  it  they  have 
to  distribute  it. 

The  Chairman.  But  the  ordinary  producer  of  small  means  has 
only  one  avenue  through  which  to  dispose  of  his  products,  and  that 
is  through  the  pipe  line  and  refinery  ? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  So  that,  if  he  is  prevented  from  constructing  or 
erecting  his  own  refinery,  he  must  submit  to  the  terms  of  the  big 
refineries,  which  are  usually  owned  by  the  large  companies? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  Or  he  must  submit  to  the  terms  of  the  pipe  lines, 
which  are  usually  owned  by  the  large  companies? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  What  we  have  just  developed  with  reference  to 
the  refineries  does  not  apply  so  much  to  the  pipe  lines? 

Mr.  Rice.  Not  necessarily ;  no,  sir. 

The  Chairman.  All  that  the  small,  man  can  do  is  to  wait  on  the 
building  of  a  pipe  line  by  some  lar^e  company  into  his  field,  or  he 
may  build  a  little  spur  himself  to  a  pipe  line  ? 

Mr.  Rice.  Yes,  sir.  The  larger  companies  refining  oil  follow  the 
oil  production,  and  if  a  field  amounts  to  anything,  they  build  a  pipe 
line  to  the  field. 

The  Chairman.  And  then  the  small  producer  builds  a  spur  line 
to  the  pipe  line,  or  the  lar^e  company  extends  the  pipe  line  to  him? 

Mr.  Rice.  Yes,  sir.  Under  the  laws  of  the  various  States  the  pipe- 
line company  is  oblixred  to  take  everybody's  oil. 

The  Chairman.  They  are  made  common  carriers,  of  course,  and 
they  have  to  pro  rate  the  oil. 
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Mr.  Taylor.  Is  that  so  in  the  case  of  the  State  of  Wyoming? 

Mr.  EicE.  I  think  so. 

The  Chairman.  Are  there  any  other  amendments  to  the  Senate 
bill  2812  that  you  have  had  any  interest  in  getting  on  the  bill? 

Mr.  Bice.  No,  sir ;  I  think  not. 

The  Chairman.  None  other  than  those  you  have  mentioned  ? 

Mr.  Rice.  No,  sir. 

Mr.  SiNNOTT.  I  would  like  to  ask  Mr.  Rice  a  question  on  another 
matter.  Yesterday  Mr.  Rice  expressed  a  preference  for  Government 
ownership  of  these  resources,  but  he  also  thought  that  it  was  im- 
practicable. Now,  without  wishing  to  express  either  my  friendship 
or  hostility  toward  that  proposition,  I  would  like  to  have  Mr.  Rice 
develop  his  ideas  about  governmental  exploration,  discovery,  and 
operation  of  these  oil  wells. 

Mr.  Rice.  Well,  sir,  that  goes  back  to  the  proposition  of  boundary 
which  exists  in  the  United  States  everywhere^  and  that  is  to  say  that 
the  man  in  town  believes  that  the  taxation  in  the  city  ought  to  bo 
for  the  benefit  of  the  city,  and  the  man  in  the  county  believes  that 
the  taxation  in  the  county  should  be  for  the  benefit  of  the  county. 
We  have  had  that  in  Oklahoma  by  reason  of  the  large  tank  farms 
which  paid  considerable  taxes  in  certain  districts  or  in  certain  school 
districts.  At  first  that  taxation  was  for  the  benefit  of  the  school 
district  located  where  the  tankage  was.  Then  they  figured  out  that 
the  whole  State  ought  to  be  entitled  to  the  benefit  of  that  tax,  and, 
as  I  recall  the  law  now,  the  taxes  accruing  from  tankage  are  for  the 
benefit  of  all  the  school  districts  of  the  State  and  not  for  the  one 
little  district  where  the  tankage  may  be  located.  Then,  in  the  early 
days  of  Oklahoma,  we  figured  that  the  State  of  Oklahoma  was  en- 
titled to  the  gas,  and  that  it  should  not  be  shipped  out  of  the  State; 
but  the  Supreme  Court  of  the  United  States  held  that  that  law  was 
unconstitutional.  What  I  am  trying  to  get  at  is  the  proposition  that 
the  natural  resources  of  the  country  do  not  belong  to  any  town, 
titled  to  the  gas,  and  that  it  should  not  be  piped  out  of  the  State; 
to  the  civilized  communities  and  should  be  operated  for  their  benefit. 

Mr.  SiNNOTT.  I  do  not  think  you  caught  my  question.  What  I 
wanted  you  to  develop  was  this :  Is  it  practicable  or  is  it  possible  for 
the  Government  to  develop  and  operate  these  oil  wells? 

Mr.  Rice.  That  is  what  I  am  trying  to  get  at.  If  the  Government 
goes  in  and  develops  those  natural  resources  the  question  of  politics 
enters  in,  and  the  question  of  appointees  enters  into  it  to  such  an  ex- 
tent that  I  do  not  think,  from  the  practical  standpoint,  unless  it  is 
operated  by  Army  or  Navy  oiBcers,  that  the  Government  can  operate 
the  oil  lands  with  the  same  degre  of  success  that  the  individual  opera- 
tors can.  The  principal  objection  that  I  have  to  Government  owner- 
ship of  natural  resources  is  the  inability  of  the  Government  to  oper- 
ate them  as  successfully  as  individuals  can  operate  them. 

Mr.  SiNNOTT.  You  referred  to  the  operation  of  these  resources  by 
officers  of  the  Army  and  Navy.  Do  you  think  that  they  can  operate 
them  successfullv? 

Mr.  Rice.  I  think  that  the  Army  and  Navy  officers  are  so  disci- 
plined that  they  can  take  orders,  and  that  the  rest  of  us  who  are  not 
subject  to  such  discipline  could  not  do  so. 

Mr.  Taylor.  Do  you  think,  as  a  practical  proposition,  that  Army 
and  Navy  officers  can  conduct  the  oil-production  business  as  w^ell  as 
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the  practical  oil  men  who  are  engaged  in  and  understand  that  busi- 
ness? 

Mr.  EiCE.  No,  sir;  but  I  think  they  can  do  it  better  than  political 
Appointees  could. 

Mr.  Taylor.  And  you  think  that  if  the  Government  operated  them 
they  would  have  to  do  it  with  political  appointees? 

Mr.  Rice.  I  am  afraid  they  would. 

Mr.  Tatlor.  The  question  I  asked  you  was  whether  or  not  oil- 
business  men — individuals  in  private  life  who  are  practical  oil  men 
and  who  could  and  would  develop  and  conduct  this  busine-ss  as  a  pay- 
ing private  enterprise — could  conduct  the  business  to  much  better  ad- 
vantage than  either  political  appointees  or  Army  and  Navy  officers? 

Mr.  Bice.  I  think  so.  I  think  that  a  practical  oil  man  who  is  en- 
gaged in  that  business  and  knows  it  will  necessarily  carry  on  the  busi- 
ness better  than  men  who  would  enter  it  simply  when  they  were  so 
ordered. 

Miss  Rankin.  When  you  say  that  private  individuals  can  carry  on 
those  industries  better  and  more  successfully  than  it  could  be  done 
through  Government  agents,  are  you  taking  into  consideration  the 
losses  that  the  private  individuals  sustain,  or  are  you  taking  into 
account  the  men  who  fail,  or  do  you  simply  take  into  account  those 
who  succeed  ?  Of  course,  when  you  consider  the  number  of  men  who 
fail,  that  must  represent  a  loss  to  the  entire  community. 

Air.  Rice.  I  do  not  know  that  the  loss  of  an  individual  or  the  gain 
of  an  individual  affects  in  any  way  the  wealth  of  the  community,  be- 
cause anything  that  distributes  money  must  be  of  benefit  to  the  public. 
A\Tiether  I  lose  $10  or  make  $10,  the  public  gets  the  same  benefit  out 
of  the  $10  that  is  spent. 

Miss  Rankin.  Tnen,  you  would  not  count  the  losses  or  failures? 

Mr.  Rice.  I  do  not  thmk  that  individual  losses  would  count  in  it. 

Miss  Rankin.  Is  not  a  great  percentage  of  the  money  used  in  hunt- 
ing for  oil  wasted  ?  That  must  be  true  or  else  you  would  not  ask  for 
such  a  great  reward  when  you  find  it. 

Mr.  Rice.  It  is  not  wasted,  in  my  opinion,  so  far  as  the  public  is 
concerned.  It  has  been  spent  for  material  and  labor,  and  the  labor 
involved  in  it  certainly  gets  the  benefit  of  the  money  that  is  expended 
whether  I  get  anything  out  of  it  or  not. 

Mr.  Raker.  But  if  you  throw  money  away  and  get  no  results,  that 
is  a  waste. 

Mr.  Rice.  It  might  hurt  me  as  an  individual,  but  it  would  not 
hurt  the  public. 

Mr.  Lenroot.  Developing  that  thought  a  little  further,  have  you 
made  any  estimate,  or  have  you  any  opinion,  as  to  the  percentage 
of  capital  invested  in  mines  that  is  profitably  and  successfully  in- 
vested? 

Mr.  Rice.  I  can  say  that  the  ordinary  man  who  makes  a  fortune 
in  the  oil  district  has  made  and  lost  many  fortunes  and  has  drilled 
many  dry  holes  before  he  is  lucky  enough  to  find  a  good  well.  He 
may  spend  the  most  of  his  life  before  he  meets  with  success,  and  in 
the  end,  in  the  oil  business,  I  doubt  if  there  is  1  in  100  who  succeeds. 

Mr.  Lenroot.  Now,  then,  if  the  Government  should  assume  to 
directly  develop  the  oil  resources  of  the  United  States,  would  it  be 
possible,  or  otherwise,  for  the  Government  to  develop  them  without 
that  loss? 
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Mr.  BicE«  I  understand  that  there  is  more  money  lost  in  the  fail- 
ure to  find  oil  than  is  made  by  the  finding  of  oil.  Therefore,  the 
Government  would  be  a  loser. 

Mr.  Elston.  Taking  the  implications  I  gather  from  Mr.  Len- 
root's  question — ^that  is,  that  the  Government  might  be  able  to  find 
oil  without  loss  where  the  private  individual  might  not  be — it  is  your 
position  that  the  Government's  operations  would  involve  as  much 
or  more  waste  than  those  of  the  private  companies? 

Mr.  Rice.  Yes,  sir.  And  further,  I  think  if  the  Government  should 
drill  10  dry  holes  under  an  administration  it  would  be  claimed  that 
the  administration  had  failed,  whereas  the  ordinary  individual  may 
drill  10  dry  holes  and  nothing  is  heard  of  it. 

Miss  San  KIN.  Do  you  thmk  that  the  chances  of  failure  in  de- 
veloping oil  are  being  reduced  by  adopting  more  scientific  methods? 
Do  you  think  that  they  will  become  gradually  more  and  more  able 
to  find  oil  with  less  hunting  than  has  been  the  case  in  the  past?  We 
are  becoming  more  scientific  in  every  other  industry,  so  that  there 
is  not  now  the  same  loss  in  many  industries  that  there  formerly  was. 

Mr.  Rice.  I  think  the  loss  in  that  respect  will  gradually  be  re- 
duced. 

Miss  Rankin.  Do  you  think  that  the  chances  of  loss  will  gradually 
become  so  reduced  in  the  oil  fields  of  this  country  that  there  will 
be  no  holes  drilled  where  there  is  no  oil?  • 

Mr.  Rice.  No,  madam;  I  think  that  the  loss  will  be  greatly  re- 
duced, but  I  do  not  think  the  time  when  no  dry  hole  will  be  drilled 
will  ever  be  reached. 

Miss  Rankin.  Do  you  think  that  the  oil  supply  in  the  United 
States  is  limited? 

Mr.  Rice.  I  do. 

Miss  Rankin.  What  limit  would  you  place  on  it? 

Mr.  Rice.  I  do  not  have  much  faith  in  the  figures  in  respect  to  the 
present  shortage  of  oil.  There  is  still  available  much  unexplored 
territory,  and  we  have  great  quantities  of  oil.  We  could  open  up 
the  Osage  Reservation  in  Oklahoma  and  get  lots  of  oil.  Oklahoma 
produces  more  oil  right  now  than  California,  and  California  is  very 
prominent  in  oil  matters.  I  think  that  the  great  difficulty  right  now 
is  in  transportation  rather  than  in  any  oil  shortage. 

Miss  Rankin.  Do  you  think  there  is  a  limit  to  the  consumption 
of  oil? 

Mr.  Rice.  I  do ;  just  as  there  is  in  the  consumption  of  coal. 

Miss  Rankin.  Do  you  think  that  we  are  just  beginning  to  appre- 
ciate the  value  of  the  oil  we  have,  and  that  there  is  a  possible  un- 
limited consumption? 

Mr.  Rice.  Yes. 

Miss  Rankin.  And  that  there  is  a  limit  to  the  production? 

Mr.  Rice.  Yes ;  unquestionably ;  that  is,  new  methods  of  using  oil 
may  from  time  to  time  be  discovered. 

Miss  Rankin.  You  suggested  that  the  price  was  kept  more  or  less 
normal  ? 

Mr.  Rice.  Yes,  madam. 

Miss  Rankin.  Do  you  think  that  that  is  due  to  our  economic  sys- 
tem of  handling  oil,  or  do  you  think  that  the  price  is  the  highest  price 
that  can  be  charged,  or  that  it  is  all  that  the  traffic  wiU  bear? 
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Mr.  HiCE.  No,  madam.     There  are  independent  producers  who 
\»il\  hold  the  price  in  reason. 
Miss  Rankin.  Under  competition? 
Mr.  Rice.  Yes,  madam. 

Miss  Rankin.  Do  you  believe  there  is  competition  when  you  have 
one  very  strong  company  and  several  small  companies  competing? 
Don't  you  think  that  in  order  to  have  real  competition  you  must 
have  at  least  two  companies  that  are  somewhere  near  the  same  size? 
Mr.  Rice.  Not  necessarily,  but  that  is  an  advantage.    There  has 
been  so  much  newspaper  education  that  if  a  large  company  gets  to 
be  excessive  and  is  exposed  by  a  small  company,  the  large  company 
must  come  down.    If  the  Standard  Oil  Co.  should  charge  30  cents 
A  gallon  for  gasoline,  while  a  refiner  in  Oklahoma  was  selling  gaso- 
line for  15  cents  per  gallon,  that  fact  would  be  noised  abroad,  and  the 
Standard  Oil  Co.  would  have  to  make  a  readjustment  of  the  price. 
Miss  Rankin.  Do  you  think  that  in  Wyoming  there  would  be  a 
chance  for  a  larger  company  to  grow  if  the  Standard  Oil  Co. 
has  four-fifths  of  the  production?    Would  not  one-fifth  represent  a 
very  small  part  to  be  in  active  competition  ? 

Mr.  Rice.  If  they  could  get  on  their  feet  and  establish  refineries 
it  would  not  be. 

Miss  Rankin.  Do  you  not  think  that  the  ultimate  end  of  competi- 
tion is  monopoly  ?  When  two  men  are  competing,  and  one  of  them 
can  make  more  profit  by  selling  out  to  the  other  man,  the  competition 
is  gone.  Has  not  that  been  the  tendency?  In  other  words,  has  it 
not  been  the  tendency  for  the  big  corporations  to  absorb  the  little 
ones? 

Mr.  Rice.  But  that  can  be  Mevented  by  proper  laws,  rules,  and 
regulations.  For  example,  at  Tulsa,  Okla.',  we  granted  a  franchise 
to  an  electric  light  company  that  wanted  to  compete  with  the  exist- 
ing company,  and  we  provided  that  in  the  event  of  any  transfer  of 
the  assets  of  one  company  to  the  other  the  franchise  should  terminate. 
Miss  Rankin.  If  telephone  companies  in  competition  find  that 
they  are  not  making  anything  by  it,  the  franchise  of  the  retiring  com- 
pany terminate,  and  that  is  the  end  of  it.  Then  we  have  monopoly 
again. 

Mr.  Rice.  That  is  a  thing  you  will  have  to  fight  out.  You  can  not 
develop  that  in  one  year,  but  I  think  those  conditions  are  getting 
better. 

Miss  Rankin.  Is  there  any  way  of  fighting  the  fundamental  prin- 
ciple that  all  competition  ends  in  monopoly  ? 

Mr.  Rice.  Well,  I  do  not  know.  The  ultimate  end  is  not  reached 
within  the  lifetime  of  any  one  individual.  As  the  people  become 
more  educated  through  the  newspapers  and  otherwise  the  control  of 
communities  by  monopolies  will  become  less  and  less.  There  is  no 
question  that  monopolies  are  not, as  strong  to-day  as  they  were  10 
years  ago. 

Miss  Rankin.  Has  not  the  fact  been  developed  that  we  can  not 
have  competition  in  railroads? 
Mr.  Rice.  I  can  not  agree  with  you  on  that. 
Miss  Rankin.  When  the  time  of  stress  came  it  was  found  that 
the  railroads  under  competitive  conditions  could  not  meet  the  emer- 
gency, and  we  had  to  have  monopoly  ? 
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Mr.  Sice.  We  had  to  have  it  in  the  distribution  of  freight  and 
passenger  traffic.  An  arrangement  had  to  be  made  for  that,  and 
that  end  was  obtained  by  taking  over  the  railroads.  The  same  end 
could  have  been  reached  by  an  agreement  among  the  operating 
officials.  It  may  be  that  the  railroad  presidents  could  not  do  that, 
because  they  are  engaged  in  finance,  but  if  the  men  who  are  engaged 
in  handling  railroad  traffic  could  have  been  brought  together  they 
could  have  met  the  situation. 

Miss  Rankin.  Don't  you  think  that  certain  businesses  are  essen- 
tially monopolies?  For  instance,  when  there  is  a  limited  amount  of 
oil  and  no  limit  to  the  consumption,  then  the  oil  business  becomes  a 
monopoly? 

Mr.  Rice.  I  do  not  know  that  I  quite  understand  that  question.  ^ 

Miss  Rankin.  If  there  is  a  limited  amount  of  oil  and  unlimited 
possibilities  for  consumption,  the  oil  is  a  monopoly,  whether  it  is 
controlled  by  different  individuals  or  not? 

Mr.  Rice.  The  oil  itself  is  basic  of  the  two.  You  mean  they  can 
not  supply  anything  that  will  take  the  place  of  oil  ? 

Miss  Rankin.  Yes. 

Mr.  Rice.  I  do  not  know  that  that  is  true,  because  many  other 
substitutes  may  take  the  place  of  oil,  as  oil  has  taken  the  place  of 
coal,  etc. 

Miss  Rankin.  It  is  like  having  so  much  oil  here  and  all  the  people 
in  the  world  wanting  it? 

Mr.  Rice.  Yes. 

Miss  Rankin.  The  oil  will  only  go  so  far,  and  there  is  only  so 
much  of  it? 

Mr.  Rice.  But,  I  say,  they  may  find  some  substitute  to  take  its 
place. 

Miss  Rankin.  But  it  would  not  be  oil? 

Mr.  Rice.  No. 

Miss  Rankin.  So  there  is  a  limit  to  it,  and  it  is,  in  effect,  a  mo- 
nopoly; and  by  dividing  it  up  you  would  not  make  any  more? 

Mr.  Rice.  No. 

Mr.  Lenroot.  The  same  is  true  of  wheat? 

Miss  Rankin.  There  is  an  unlimited  supply  of  that. 

Mr.  Lenroot.  Oh,  no. 

The  Chairman.  I  want  to  get  back  to  a  question  we  had  before 
us  yesterday.  On  yesterday  I  understood  you  to  say  it  was  your 
opinion  that  four-fifths  of  the  Wyoming  production  was  owned  and 
controlled  by  the  Standard  Oil  Co.  and  its  subsidiaries.  Is  that  your 
view  to-day? 

Mr.  Rice.  Yes. 

The  Chairman.  And  would  you  have  any  objection  to  putting 
in  the  record  at  this  point — and,  if  you  can  not  do  it  now,  submit  a 
list  for  the  record — the  names  of  the  companies  and  producers — ^indi- 
viduals or  corporations,  as  the  case  may  be,  that  control  that  four- 
fifths  of  the  production? 

Mr.  Rice.  Yes,  sir. 

Mr.  Lenroot.  Along  that  line,  did  you  state  yesterday,  Mr.  Rice, 
just  the  character  of  interest  that  the  Roxana  Co.  holds  in  the  Wy- 
oming field? 

Mr.  Rice.  Yes,  sir.  I  said  that  it  owned  an  interest — some  small 
interest — in  some  patented  lands. 
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Mr.  Lenroot.  You  have  made  no  contracts  with  anyone  holding 
claims  upon  public  lands? 

Mr.  Rice.  No,  sir. 

Mr.  Lenroot.  If  the  bill  should  pass  as  you  think  it  ought  to  be 
amended,  what  have  you  in  mind  would  be  the  activity  of  the  Roxana 
Co.  in  Wyoming? 

Mr.  Rice.  Well,  sir,  it  would  depend  on  whether  we  could  dis- 
cover oil — whether  we  could  find  oil. 

Mr.  Lenroot.  You  would  take  a  lease  on  2,560  acres? 

Mr.  Rice.  Yes,  sir ;  and  develop  that,  and  if  we  got  oil,  we  would, 
perhaps,  refine  it  and  sell  it 

Mr.  Lenroot.  Is  that  the  limit  of  the  activity  of  the  Roxana  Co. 
in  the  Wyoming  field? 

Mr.  Rice.  No;  that  is  the  limit  in  so  far  as  Government  land  is  con- 
cerned. If  we  could  secure  other  holdings  we  might  do  so.  We  have 
an  office  force  in  Cheyenne  and  several  geologists  there. 

Mr.  Lenroot.  The  Roxana  Co.,  as  I  understand  it,  is  not  itself  a 
distributing  company? 

Mr.  Rice.  Not  at  this  time,  but  it  is  building  a  pipe  line  to  Alton, 
and  if  arrangements  are  carried  out,  it  would,  of  course,  distribute. 

Mr.  Lenroot.  The  Shell,  of  California,  which  is  owned  by  the 
interests  that  own  the  Roxana,  is  a  distributing  company  ? 

Mr.  Rice.  Yes,  sir.  I  would  like  to  say  in  re&rence  to  Shell,  about 
which  I  testified  earlier,  that  they  have  but  one  pipe  line,  117  miles 
in  length,  with  a  capacity  of  20,000  barrels. 

Mr.  Lenroot.  Can  you  tell  us  what  competition  there  is  at  present 
between  the  Shell  and  the  Standard  ? 

Mr.  Rice.  In  California,  you  mean? 

Mr.  Lenroot.  Yes;  or  wherever  it  distributes. 

Mr.  Rice.  Well,  I  think  the  Standard  distributes  throughout  Cali- 
fornia, as  well  as  a  number  of  independent  companies;  so  does  the 
Shell.  I  do  not  know  very  much  about  California,  because,  as  I  have 
stated,  I  am  not  interested  in  the  California  end  of  this  relief  legis- 
lation. 

Mr.  Lenroot.  That  has  nothing  to  do  with  this.  I  am  asking  you 
now  what  competition  there  is,  so  far  as  the  public  is  concerned,  be- 
tween the  Shell  and  the  Standard. 

Mr.  Rice.  Well,  my  information  is  that  the  State  of  California  is 
not  under  the  domination  of  the  Standard  Oil  Co.  and  that  the  inde- 
pendent refiners  there  do  actually  compete  with  them,  and  among 
them  is  the  Shell. 

Mr.  Elrton.  I  would  say  that  is  true.  Almost  all  of  the  sizable 
cities  of  California,  I  think,  have  a  retail  distributing  place  of  the 
Standard  and  also  of  the  Shell ;  that  is  true  of  nearly  every  town  in 
California. 

Mr.  Lenroot.  What  I  am  getting  at  is  who  Rxes  the  price  either 
to  the  producer  of  the  crude  oil  or  to  the  consumer  at  the  station  ? 
Is  it  or  is  it  not  the  Standard  Oil  Co.,  whether  sold  by  the  Shell  or 
otherwise  ? 

Mr.  Rice.  Well,  I  do  not  know,  sir,  as  to  California.  East  of  the 
Rocky  Mountains  the  ordinary  basis  for  gasoline  is  what  is  known 
as  the  tank-wagon  price  in  Chicago. 

Mr.  Lenroot.  Who  fixes  that? 
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Mr.  Bice.  I  do  not  know ;  that  is  just  fixed  on  the  streets  by  rea- 
son of  the  cost  of  production,  the  cost  of  transportation,  and  varying 
conditions.  That  price  goes  up  and  down.  I  have  seen  it  go  from  8 
cents  to  18  cents. 

Mr.  Lenroot.  Is  it  not  true — ^and  I  am  asking  for  information — 
that,  notwithstanding  this  alleged  competition,  the  Standard  Oil  Co. 
actually  fixes  the  price  both  to  the  producer  at  the  well  and  the  con- 
sumer of  the  refined  product? 

Mr.  Rice.  Well,  sir;  in  the  mid-continent  field  there  is  what  is 
known  as  the  posted  market  price  for  crude  oil^  and  that  is  fibbed  by 
the  Prairie  Oil  &  Gas  Co.,  which  is  a  subsidiary  company  of  the 
Standard  Oil  Co.,  and  the  other  independent  companies  follow  that 
price  in  due  course,  so  that  there  is  what  is  known  as  the  posted 
market  price  for  crude  oil.  When  the  independent  fellow  comes  in 
he  must  pay  more  than  the  posted  market  price  in  order  to  get 
his  oil,  and  that  is  known  as  the  premium  price. 

Mr.  Lenroot.  You  are  speaking  of  the  producer? 

Mr.  Rice.  No.    I  am  speaking  about  the  refiner. 

The  Chairman.  The  small  refiner  ? 

Mr.  Rice.  Yes.  If  he  has  no  crude  oil  he  must  pay  a  premium 
privilege  on  that  price  fixed  by  the  Prairie  Oil  &  Gas  Co.  It  is 
generally  based  upon  the  cost  of  production,  the  supply  on  hand,  and 
the  general  market  conditions.  It  does  vary,  it  is  true,  but  nt  the 
same  time  it  has  never  been  out  of  reason.  We  have  had  crude  oil 
sell  at  40  cents  a  barrel  and  there  was  a  reason  for  that,  and  we  have 
had  it  sell  for  $2  a  barrel,  and  there  is  a  reason  for  that.  In  other 
words,  if  the  supply  on  hand  is  small  and  the  demand  is  great  the 
price  goes  up. 

The  Chairman.  Is  not  this  true:  When  our  Oklahoma  producers 
were  receiving  35  cents  in  the  Healdton  field  and  90  cents  in  the 
Cushing  field  for  crude  oil  the  price  of  gasoline  ran  along  about  18 
and  20  cents. 

Mr.  Rice.  It  did  net  vary  very  much. 

The  Chairman.  Was  not  that  about  it? 

Mr.  Rice.  I  think  it  was  about  16  or  17  cents. 

The  Chairman.  In  the  Cushing  field  oil  is  about  $2.75,  the  posted 
market  price  being  $2  and  the  premium  75  cents,  the  refiner  being 
compelled  to  pay  the  75  cent  premium  to  get  the  oil  ? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  We  are  paying  how  much  for  gasoline  now? 

Mr.  Rice.  I  do  not  know. 

The  Chairman.  What  was  the  price  of  gasoline  some  time  back 
tind  how  much  is  it  now  ? 

Mr.  Rice.  I  do  not  Imow. 

The  Chairman.  It  is  out  of  all  proportion  to  the  price  then,  and 
the  price  was  outrageously  more  to  the  pipeliner  and  refiner  than  it  is 
to-day  ? 

Mr.  Rice.  No,  sir;  at  the  time  of  the  low  price  of  crude  oil  there 
were  no  facilities  for  taking  care  of  it. 
'   The  Chairman.  We  had  pipe  lines  in  Oklahoma. 

Mr.  Rice.  We  did  not  have  pipe  lines  enough  to  handle  the  produc- 
tion and  we  did  not  have  steel  tankage,  and  that  tankage  costs  a  lot 
of  money,  and  there  was  not  enough  tankage  or  pipe  lines  to  take 
care  of  tne  production. 
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The  Chairman.  As  I  say,  there  was  a  time  when  the  Healdton 
oD  was  selling  at  30  and  35  cents,  and  now  the  price  in  the  Gushing 
field  has  gone  up  to  $2.75  and  gasoline  is  only  selling  for  25  cents  a 
gallon,  and  that  beinff  so,  is  not  that  out  of  all  proportion,  even  if 
you  admit  the  lack  of  pipe  lines,  tankage,  or  any  other  element  that 
might  enter  into  it  ? 

Mr.  Rice.  Of  course,  there  is  a  wide  diflference  there,  but,  as  a  mat- 
ter of  fact,  when  that  oil  was  so  flush  the  oil  refiner  could  not  get 
tnnkage  and  could  not  get  transportation  in  order  to  lay  in  a  stock. 
If  he  had  been  able  to  do  so  he  could  have  then  reduced  his  price  of 
gasoline. 

The  Chaibman.  Has  not  the  fact  that  there  sprang  up  in  the  State 
of  Oklahoma  some  eighty-odd  small  refineries,  which  have  been  will- 
ing to  pay  more  for  oil,  played  an  important  part  in  getting  a  better 
price  for  the  local  crude  product? 

Mr.  KiCE.  Unquestionably. 

The  Chairman.  And  was  it  not  true  then  and  is  it  not  true  now 
that  the  Standard  Oil  Co.  always  fixes  the  price  of  gasoline,  either 
here  or  there,  and  is  it  not  true  that  they  always  fix  it  just  as  high  as 
it  will  stand  and  as  public  sentiment  will  stand  ? 

Mr.  Rice.  Yes. 

The  CuAiBMAN.  And  if  they  fixed  the  price  of  gasoline  propor- 
tionately to  what  they  pay  for  crude  oil  we  would  be  paying,  accord- 
ing to  the  old  rate,  about  60  or  70  cents  a  gallon  ? 

Mr.  Rice.  If  they  had  no  competition  and  public  opinion  would 
stand  for  it;  yes. 

The  Chairman.  A  gentleman  made  an  analysis  of  that  the  other 
day  and  figured,  at  the  price  of  crude  oil  and  the  possibilities  of  the 
crude  oil  being  refined  into  gasoline,  naphtha,  kerosene,  axle  grease, 
and  the  residuum  that  goes  off  for  fuel,  that  if  the  Standard  Oil  Co. 
Was  gouging  as  much  out  of  us  now  for  gasoline  as  they  did  when 
oil  was  30  to  70  cents  per  barrel  we  would  now  be  paying  50  or  60 
cents  a  gallon  for  gasoline. 

Mr.  Tayix)r.  Might  not  this  have  something  to  do  with  the  present 
low  price  of  gasoline  in  this  country ;  and  the  fact  that  the  Standard 
Oil  Co.  is  now  furnishing  such  enormous  quantities  of  gasoline  to 
our  allies,  and  charging  them  a  very  high  price  for  it ;  and  would 
not  that  enable  them  to  sell  it  for  less  m  this  country? 

Mr.  Rice.  I  do  not  know,  sir,  what  their  prices  are  to  the  allies. 
But  I  understand  there  is  a  good  deal  of  it  being  shipped  abroad. 

Mr.  Taylor.  Enormous  quantities,  and  it  is  costing  at  retail  some- 
thing like  $1.50  to  $2  a  gallon. 

Mr.  Lenroot.  I  would  like  to  ask  Mr.  Rice  a  concrete  question: 
In  what  way,  in  your  opinion,  is  the  public  benefited  by  the  existence 
and  business  of  the  Roxana  Co.  to-day  ? 

Mr.  Rice.  Well,  we  invest  our  money  in  the  United  States ;  we  buy 
materials;  we  pay  labor;  we  develop  the  field;  and  to  an  extent 
provide  a  better  competition  with  existing  interests,  all  of  which 
tends  to  lower  the  price  and  increase  competition  in  the  United 
States. 

Mr.  Lenroot.  Now,  then,  you  say  you  compete  and  tend  to  lower 
the  price.  In  what  way  does  the  Roxana  Co.  compete  with  the  Stand- 
wd  Oil  Co.,  so  far  as  the  public  is  concerned  ? 
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Mr.  Rice.  Well,  every  barrel  of  oil  we  produce,  refine,  and  dis- 
tribute pives  to  the  public  an  idea  of  the  cost  of  that  barrel  of  oil  re- 
fined and  distributed,  and  it  prevents  one  company  from  charging 
what  it  pleases,  without  regard  to  what  the  cost  of  the  product  is. 

Mr.  Lenroot.  But  so  far  as  the  cost  of  that  product  is  concerned, 
does  the  Standard  Oil  Co.  fix  the  price  for  the  Roxana  Co.  in  effect? 

Mr.  KicE,  No,  sir. 

Mr.  Lenroot.  Does  the  Roxana  Co.  sell  its  oil  for  a  less  price  than 
the  Standard  Oil  Co.  and  its  subsidiary  companies! 

Mr.  Rice.  Frequently. 

Mr.  Lenroot.  Where? 

Mr.  Rice.  In  California  they  are  selling  oil  at  a  less  price  right 
now,  I  understand,  to  the  French  Government 

Mr.  Lenroot.  I  am  speaking  about  the  American  public  and  am 
not  speaking  about  foreign  countries. 

Mr.  Rice.  I  presume  there  would  be  places  where  there  would  bo 
competition. 

Mr.  Lenroot.  Do  you  know  of  any  such? 
^  Mr.  Rice.  No.    As  I  say,  the  Roxana  is  not  distributing  at  thia 
time. 

Mr.  Lenroot.  I  am  speaking  about  the  Shell  now. 

Mr.  Rice.  I  do  not  know  about  the  Shell ;  I  do  not  know  whether 
they  have  actually  competed  with  the  Standard  price  or  not. 

Mr.  Lenroot.  So  the  benefit  to  the  public  by  the  existence  of  the 
Roxana  Co.  is  in  its  investment  in  this  country  and  not  its  production 
of  oil? 

Mr.  Rice.  And  in  its  exploration  of  the  country  and  its  distribu- 
tion of  the  product. 

Mr.  Lenroot.  But  there  is  no  competition  with  the  Standard  Oil 
Co.  as  far  as  the  American  public  is  concerned? 

Mr.  Rice.  I  think  that  when  it  distributes  in  the  United  States  it 
will  be  in  the  same  position  as  any  other  small  independent  company. 

Mr.  Lenroot.  And  what  is  that  position  ? 

Mr.  Rice.  That  by  reason  of  their  distribution  of  the  refined  prod- 
uct they  keep  the  price  within  reason. 

The  Chairman.  How  is  that  brought  about? 

Mr.  Rice.  I  think  through  publicity,  principally. 

The  Chairman.  Why  is  it  true  that  the  Roxana  Co.,  or  any  local 
company,  always  has  to  sell  for  the  same  price  at  which  the  Stand- 
ard Oil  Co.  sells?  What  is  the  reason  for  that?  Is  it  because  the 
Standard  Oil  Co.  owns  all  the  pipe  lines  and  refuses  to  carry  oil  for 
them?  Is  it  because  the  Standard  Oil  Co.  can  strangle  Uiem,  or 
what  is  it? 

Mr.  Rice.  I  think  it  has  its  basis  in  fear. 

The  Chairman.  Just  elaborate  on  that  ? 

Mr.  Rice.  Well,  I  think  that  an  independent  fellow,  engaged  in  the 
refining  of  oil,  whether  he  knows  it  or  not,  is  afraid  to  oppose  the 
large  existing  enterprises. 

The  Chairman.  Why  ? 

Mr.  Rice.  Well,  they  can  cut  him  off.  I  do  not  think  they  can  do 
as  much  as  20  years  aj^o.  but  in  the  past  the  big  interests  could  cut 
him  off  either  from  his  labor,'  mat^ml,  or  transportation. 

The  Chairman.  Just  how  can  they  cut  him  off  from  his  labor? 
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Mr.  Bice.  By  giving  higher  wages  for  one  thing,  and,  further,  the 
ordinary  laborer  would  rather  work  for  a  big  company  than  for  a 
little  one.  Then  if  a  little  fellow  gets  a  good  man  the  big  interests 
go  after  that  man  and  get  him. 

The  Chairman.  How  could  they  cut  him  off  from  material? 

Mr.  Bice.  Very  easily;  they  can  do  that  very  easilv  by  orders,  by 
bonuses,  by  getting  jjriorities,  or  by  telling  a  man  "If  you  supply 
that  man  on  time  I  will  not  buy  from  you." 

The  Chairman.  Is  it  through  an  aluance  with  the  supplying  com- 
panies that  they  do  that  ? 

Mr.  Bice.  Not  necessarily. 

The  Chairman.  What  material  do  they  cut  off  and  how  do  they  cut 
off  material  from  these  small  producers? 

Mr.  Bice.  They  can  go  to  a  manufacturer  and  say  "  You  can  not 
do  that;  if  you  do  that  I  will  quit  you."  That  could  be  done,  of 
course.  If  I  have  ordered  a  50,000-barrel  tank  they  could  keep  me 
from  getting  that  tank  by  going  to  the  manufacturer  and  saying, 
"  I  wish  you  would  build  a  tank  for  me  before  you  deliver  that  tank, 
and  if  you  sustain  any  damages  I  will  see  that  you  do  not  lose 
anything." 

The  Chairman.  Do  you  know  of  occurrences  of  ttat  sort? 

Mr.  Bice.  No,  sir;  not  specifically,  but  I  know  the  history  of  the 
business. 

The  Chairman.  Do  you  know  of  any  occurrences  where  the  Stand- 
ard Oil  Co.  has  gone  in  and  taken  labor  and  skilled  men  away  from 
sinull  companies  by  paying  them  larger  salaries  ? 

Mr.  Bice.  No,  sir;  but  lots  of  men  have  gone  from  small  companies 
to  larger  companies;  but  I  do  not  know  of  any  specific  instances. 

The  Chairman.  Is  that  a  common  occurrence? 

Mr.  Bice.  I  think  so.  Frequently  the  big  companies  engage  men 
and  take  them  away  from  the  small  companies. 

The  Chairman.  We  will  suppose  that  Mr.  Lenroot  and  myself 
went  down  into  Oklahoma  and  developed  an  oil  well — ^I  do  not  own 
a  dollar  s  worth  myself,  and  I  do  not  suppose  Mr.  Lenroot  does,  so 
tliat  this  illustration  will  not  be  embarrassing  to  either  one  of  usr— 
suppose  we  developed  an  oil  field  in  Oklahoma,  and  suppose  we 
erected  a  small  refinery  at  a  cost  of  $25,000;  and  that  will  build  a 
rofinerv  that  will  take  care  of  1,000  barrels  a  day? 

Mr.  ilicE.  Yes,  sir. 

The  Chairman.  And  suppose  we  built  a  small  pipe  line  which  was 
within  our  means;  do  you  undertake  to  say  that  if,  in  selling  our 
product,  we  did  not  adhere  to  the  price  fixed  by  the  big  interests  we 
could  not  continue  in  business  ? 

Mr.  Rice.  I  would  say  that  the  average  man  doing  that  would  be 
afraid  to  cut  the  price. 

The  Chairman.  What  would  happen  to  us  if  we  would  cut  the 
price? 
Mr.  Rice.  You  would  probably  lose  everything. 
The  Chairman.  That  would  cause  us  to  lose  everything? 
Mr.  Rice.  I  do  not  know,  sir;  but  I  assume  the  business  conditions 

would  just  wipe  you  out. 
Tlie  Chairman.  That  is  exactly  the  thing  I  wanted  to  develop.    If 

it  flevelops  that  a  barrel  of  oil — ^how  manv  gallons  are  in  a  barrel  of 
oil? 

47476—18 14 


206  OIL  LEAsnsra  LAims. 

Mr.  Rice.  Forty-two. 

The  Chairman.  And  the  posted  price,  I  think,  is  $2  a  barrel? 

Mr.  Bice.  Yes,  sir. 

The  Chairman.  How  many  gallons  of  gasoline  are  in  a  barrel  of 
oil? 

Mr.  Rice.  I  do  not  know. 

The  Chairman.  Is  there  any  oil  man  here  who  does  know. 

Mr.  Phelan.  Ten  or  twelve  of  Cushing  oU;  but  there  is  oil  that  is 
entirely  different. 

The  Chairman.  How  much  will  the  Cushing  field  produce? 

Mr.  Phelan.  About  40  per  cent. 

The  Chairman.  How  many  gallons  is  that  ? 

Mr.  Phelan.  Eighteen  gallons. 

The  Chairman,  ^ow,  the  market  price  of  gasoline  is  25  cents. 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  So  that  if  a  $2  barrel  of  crude  oil,  which  is  the 
posted  price,  begets  18  gallons  of  gasoline,  that  would  represent  $1.50 
worth  of  gasoline? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  How  much  naphtha  and  kerosene  do  you  get  out 
of  that  barrel  ? 

Mr.  Rice.  I  can  not  tell  you. 

The  Chairman.  Can  any  oil  man  tell  me  what  else  you  get  out 
of  these  42  gallons  ? 

Mr.  Phelan.  It  depends  on  the  oil. 

The  Chairman.  Well,  the  Cushing  field  oil. 

Mr.  Phelan.  Well,  they  get  kerosene  and  gasoline  out  of  that  oil. 

The  Chairman.  How  much  would  you  get  for  this  residuum  pro- 
duction ? 

Mr.  Rice.  You  might  say  $6  for  the  whole  thing. 

The  Chairman.  Then  a  barrel  of  crude  oil  costing  $2  would  aver- 
age $6  when  everything  was  taken  out  of  it? 

Mr.  Rice.  Yes.  That  is,  of  course,  without  taking  into  considera- 
tion the  cost  of  distribution,  transportation,  etc. 

The  Chairman.  If  you  have  a  $25,000  investment  and  you  refine 
1,000  barrels  of  crude  oil  a  day  and  a  $2  barrel  of  oil  begets  200  per 
cent,  do  you  undertake  to  say  that  if  we  sought  to  modify  that  price 
we  would  be  obstructed  in  our  business  methods;  that  we  would  not 
be  able  to  do  it  and  last? 

Mr.  Rice.  I  think  you  might  meet  with  serious  misfortune. 

Mr.  Lenroot.  If  the  Standard  Oil  Co.  sets  an  unreasonably  high 
price  upon  its  product,  what  possible  motive  would  there  be  for  an- 
other refiner  to  offer  his  oil  for  a  less  price  than  that  set  by  the 
Standard? 

Mr.  Rice.  That  is  where  I  say  publicity  is  a  protection,  because  the 
little  refiner  who  is  getting  only  two  or  three  dollars  a  barrel  is  going 
to  tell  it  and  it  gets  into  the  papers,  and  the  large  interests  do  not  like 
the  papers,  the  result  being  that  the  high  price  would  be  lowered. 

Mr.  Lenroot.  That  would  be  true  if  the  Standard  alone  owned  it 
all  and  if  they  made  some  unreasonable  profit. 

Mr.  Rice.  If  you  could  ascertain  facts,  yes;  but  my  contention  is 
that  you  could  not  get  the  facts  or  control  it  so  well  as  if  you  had 
competition. 
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Miss  Bankin.  This  ^oes  back  to  my  original  question,  that  the 
only  company  that  would  be  able  to  stand  up  with  the  Standard  Oil 
Co.  would  be  a  company  equally  as  large  and  big? 

Mr.  Rice.  No;  I  do  not  think  so;  I  think  these  little  fellows  will 
get  stronger  as  they  fisht  along. 

Miss  Bankin.  But  they  could  not  change  the  price. 

Mr.  Bice.  Yes ;  I  think  they  affect  the  price. 

The  Chaisman.  But  you  say  that  even  if  Mr.  Lenroot  and  I  were 
willing  to  go  down  and  engage  in  this  business  and  could  purchase 
oil  for  $2  a  barrel  and  get  a  $6  value  out  of  it  and  we  sought  to 
change  the  price  that  sooner  or  later  they  would  fall  upon  us  and 
through  obstructive  methods  put  us  out  of  business. 

Mr.  Bice.  I  think  that  if  you  adopted  that  princii)le  and  handled 
it  in  that  way  you  would  have  a  hard  life,  although  if  you  were  big 
enough  you  might  set  away  with  it. 

Mr.  Elston.  If  they  had  sufficient  financial  backing,  do  you  mean 
to  say  they  would  be  put  out  of  business  if  they  made  the  product 
cheaper — that  is,  if  they  were  not  operating  on  a  shoestring. 

Mr.  Bice.  I  was  assuming  that  they  went  in  on  a  shoestring. 

Mr.  Elston.  That  is  it.  If  the  operators  have  any  capital  at  all, 
under  ordinary  circumstances,  and  if  they  pursue  the  proper  methods, 
they  will  survive  in  the  industry. 

The  Chairmak.  There  are  many  instances  of  this'  kind  in  my 
State — ^this  is  not  an  isolated  case  at  all — where  young,  seedy  lawyers. 
with  their  elbows  slick,  have  gone  out  and  undertsiken  this  sort  oi 
thing  and  then  this  has  happened  to  them 

Mr.  Elston  (interposing).  You  mean,  they  can  not  exist  unless 
they  maintain  the  price. 

The  Chaibman.  1  asked  Mr.  Bice  whether  that  is  true,  and  he  said 
it  is  true,  and  I  think  it  is  true  myself. 

Mr.  Baker.  It  is  the  same  method  adopted  by  the  American  Sugar 
Befining  Co.  and  their  way  of  handling  matters.  There  is  no  dis- 
tinction at  all,  because  they  do  the  same  thing  and  in  the  same  way, 
that  if  anyone  attempts  to  lower  the  rates,  they  ru^  them  out  of 
business. 

Mr.  Smith.  Is  not  the  same  thing  true  in  regard  to  butter,  milk, 
and  eggs  right  here  in  Washington  or  anywhere  else? 

Mr.  Baker.  Oh,  no. 

Mr.  Smith.  The  price  is  the  same  everywhere. 

The  Chairman.  We  have  a  little  refinery  at  my  home  town — ^it  is 
a  small  affair — and  gasoline  sells  on  the  streets  in  my  town  at  the 
same  price  as  obtains  in  Washington.  When  I  go  home  during  the 
summer  I  pay  the  same  price  that  I  pay  here.  The  oil  is  taken  out 
of  wells  very  near  my  home  town,  is  refined  in  my  town,  and  is  not 
put  into  a  pipe  line,  carried  to  New  York  and  refined,  and  therefore 
there  is  no  additional  cost  for  transportation,  and  yet,  as  I  say,  I 

fay  the  same  price  in  my  town  for  gasoline  that  I  pay  here.  Now, 
undertake  to  say  there  is  plenty  of  capital  in  the  United  States 
which  would  be  glad  to  make  a  $25,000  investment  in  Wyoming  or  in 
California  if  they  knew  they  could  make  200  per  cent  on  every  barrel 
of  oil  produced  and  that  they  could  produce  1,000  barrels  of  oil  each 

day. 
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Mr.  PULSION.  They  would  be  glad  to  do  that  if  they  knew  they 
could  niake  200  per  cent;  there  is  no  doubt  about  that,  but  if  by 
following  the  Standard  Oil  Co.'s  policy  they  could  make  400  per 
cent  they  would  not  hesitate  to  make  it,  and  that  is  the  whole  thing. 

Mr.  Taylor.  After  all,  if  there  are  are  100  of  these  smaller  com- 
panies, does  it  not  have  the  effect  of  keeping  the  Standard  Co.'s 
price,  or  the  price  that  is  j5xed  by  the  Standard  Co.,  down  to  a  rea- 
sonable figure? 

Mr.  Rice.  I  think  there  is  no  doubt  about  that. 

Mr.  Taylor.  So  that  even  if  the  Standard  Co.  does  fix  the  price, 
the  fact  that  there  are  100  of  these  smaller  concerns  does  have  a 
beneficial  effect  for  the  public? 

Mr.  EicE.  Yes. 

Mr.  Taylor.  I  think  the  same  is  true  of  sugar,  and  I  think  Mr. 
Timberlake  will  say  that  he  pays  the  same  for  sugar  in  his  home  town 
that  he  pays  here.  Mr.  Timberlake,  is  it  not  true  that  you  pay  as 
much  for  sugar  in  your  home  town,  of  Sterling,  Colo.,  where  they 
manufacture  a  great  deal  of  it,  as  you  pay  in  Washington  for  iff 

Mr.  Timberlake.  Yes;  that  is  true. 

Mr.  Raker.  The  price  is  fixed  by  the  American  Sugar  Refining 
Co.;  they  impose  their  price  upon  every  American  citizen  and  rob 
him. 

The  Chairman.  All  I  can  say  about  such  a  condition  of  affairs 
is  that  if  I  were  the  Attorney  General  of  the  United  States  and  had 
such  a  condition  of  affairs  brought  to  my  attention  I  would  hear  a 
voice  calling  me  to  act. 

Mr.  Church.  I  think  you  would  hear  it  calling  you  in  a  great 
many  directions. 

Mr.  Elston.  I  think  that  as  to  every  standard  commodity  you  will 
find  that  uniform  rates  prevail  in  all  sections. 

The  Chairman.  We  are  getting  a  little  far  afield. 

Mr.  Raker.  Now,  getting  back  to  the  amendments.  Those  are  the 
ones  you  suggested. 

Mr.  Rice.  I  did  not  suggest  them,  but  I  took  part  in  the  cam- 
paign. 

Mr.  Raker.  You  were  nuiking  a  campaign  on  behalf  of  the  Roxana 
Oil  Co.  for  what  purpose? 

Mr.  Rice.  We  started  that  because  Mr.  Ball  was  primarily  inrer- 
ested  in  w-aste  and  conservation  questions.  He  believed  that  the  bill 
would  cut  the  tracts  up  into  small  areas.  He  was  interested  in  con- 
servation last  spring  when  he  was  employed  by  the  Roxana  Co. 
The  understanding  was  that  he  was  to  go  ahead  with  his  ideas  on  this 
bill,  and  his  ideas  were  explained  to  the  president  of  the  Roxana 
Co.  I  w^as  present  before  Christmas  when  the  matter  came  up. 
My  idea  was  that  there  should  be  insured  enough  acreage  to  justify 
one  in  going  into  the  public  domain. 

Mr.  Raker.  Then,  your  sole  purpose  was  to  conserve  oil.  That 
was  your  sole  purpose  in  this  amendment? 

Mr.  Rice.  No,  sir;  it  was  for  the  production  and  conservation  of 
oil. 

Mr.  Raker.  Then,  for  production  and  conservation,  and  vou 
thought  that  under  the  Ferris  bill  there  would  be  a  waste  of  oilf 

Mr.  Rice.  Yes,  sir;  I  assume  that  is  true.  I  do  not  know  much 
about  waste  and  conservation.    T  was  not  as  much  interested  in  that 
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as  Mr.  Ball.  My  interest  in  the  bill  was  to  secure  enough  territory 
on  the  public  domain  to  justify  the  men  in  going  on  the  public  do- 
main to  produce  oil. 

Mr.  Bakek.  In  other  words,  the  more  land  you  got  the  less  oppor- 
tunity there  would  be  for  the  Standard  Oil  Co.  to  monopolize  the 
situation.    Is  that  the  idea  you  intend  to  convey? 

Mr.  Rice.  There  is  not  much  chance  of  monopoly,  I  think,  among 
producers.    I  think  that  opportunity  exists  among  refiners. 

Mr.  Raker.  If  that  is  true,  and  if  monopoly  relates  solely  to  the 
refiners,  then  by  increasing  the  acreage  from  640  to  4,800  would  not 
affect  the  monopoly  so  far  as  the  price  was  concerned. 

Mr.  Rice.  If  you  allow  the  producers  to  build  refineries,  that 
would  increase  the  number  of  refineries,  and  you  would  thereby 
affect  the  existing  monopoly.  Under  regulation  monopoly  on  the 
part  of  the  refiners  can  be  prevented. 

Mr.  Raker.  Your  purpose,  then,  in  addition  to  promoting  con- 
servation, is  to  get  more  land — ^that  is,  you  would  make  the  tracts 
larger? 

Mr.  RicTK.  Yes,  sir. 

Mr.  Raker.  And  I  gather  from  the  explanation  that  you  believe 
that  that  wall  have  a  tendency  to  reduce  the  price,  conserve  oil,  and 
prevent  monoipoly? 

Mr.  Rice.  \  es,  sir. 

Mr.  Raker.  The  more  land  you  get  the  less  monopoly  you  will 
have? 

Mr.  Rice.  No,  sir;  I  say  that  that  should  be  limited.  I  have  con- 
tended that  the  4,800-acre  restriction  in  Oklahoma  was  a  wise  re- 
striction. They  started  in  with  640  acres,  but  that  was  not  enough. 
That  was  under  Secretary  Hitchcock.  He  concluded  that  that  was 
enough  for  one  claimant,  but  he  later  decided  that  640  acres  was 
not  sufficient,  and  the  proposition  was  made  to  restrict  it  to  4,800 
acre?.   We  believe  that  that  4,800-acre  provision  was  a  very  wise  one. 

Mr.  Raker.  Have  you  any  explanation  that  you  desire  to  make  in 
regard  to  the  slatenaent  that  the  passage  of  the  Ferris  bill  would 
t^  granting  a  monopoly  and  turning  over  the  whole  situation  to  the 
Standard  Oil  Co.  ? 

Mr.  Rice.  I  never  contended  that  for  a  moment.  I  did  not  intend 
to  convey  the  idea  that  the  Ferris  bill  would  have  that  effect.  In  the 
publication  I  made  in  the  Washington  Post  I  said  that  the  argument 
in  reference  to  the  Senate  bill  did  not  apply  to  the  House  bill. 

Mr.  Raker.  You  and  Mr.  Ball  discussed  this  matter  and  published 
these  articles  in  the  paper,  and  the  statement  was  made  in  the 
paper,  after  the  discussion  of  the  Senate  bill,  that  the  Ferris  bill 
was  just  the  same.    Is  not  that  true  ? 

Mr.  Rice.  My  publication  does  not  say  that.  It  says  just  the 
contrar)'. 

Mr.  Raker.  I  am  talking  about  the  brief. 

Mr.  Rice.  What  w^as  published  in  the  paper 'was  my  brief;  so  it 
is  the  same  thing. 

Mr,  Raker.  I  am  reading  from  this  issue  of  January  7,  1918 : 

KiU  S.  2812,  in  the  Senate  of  the  United  States,  is  entitled  'A  bill  to 
encourage  and  promote  the  minlnj?  of  coal,  phosphates,  oil,  j;as.  potassium,  and 
wciium  on  the  puhUc  domain."  A  brother  of  the  Senate  bill  and  reading  about 
the  same  is  lntro<lnced  In  the  House  of  Representatives,  No.  H.  U.  82,T2. 
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Mr.  Bice.  I  had  nothing  to  do  with  that.  That  is  from  an  edi- 
torial that  appeared  in  the  Times,  and  my  newspaper  activities  were 
confined  to  tne  publication  appearing  in  the  Post  and  the  publication 
of  a  cartoon  in  the  Times.  That  cartoon  you  have  not  there.  The 
cartocn  published  in  the  Times  referred  to  the  situation  in  Wyoming. 

Mr.  Raker.  Here  [exhibiting]  is  the  cartoon. 

Mr.  Rice.  That  is  not  the  cartoon. 

Mr.  Raker.  You  paid  $600  for  this? 

Mr.  Rice.  Yes,  sir ;  to  the  Post. 

Mr.  Raker.  And  for  Mr.  Ball 

Mr.  Rice  (interposing).  I  paid  the  Post  for  that.  I  paid  for  oU 
of  that 

Mr.  Raker.  You  and  Mr.  Ball  were  working  together? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  And  he  is  working  for  your  company? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  You  paid,  or  your  company  paid,  for  the  Ball  ad- 
vertisement ? 

Mr.  Rice.  I  can  tell  you.  I  paid  $600  for  the  publication  in  the 
Post  for  the  full  page  and  for  Mr.  BalPs  half  page  in  the  Post,  and 
I  paid  the  Times  $220  for  half  a  page  for  the  cartoon  and  $220  for 
the  half  page  that  Mr.  Ball  had  in  the  Times. 

Mr.  Raker.  You  paid  for  the  cartoon? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  How  much  did  you  pay  for  that? 

Mr.  Rice.  My  recollection  is  I  paid  $220. 

Mr.  Raker.  How  much  did  you  pay  for  having  the  cartoon  drawn? 

Mr.  Rice.  Not  a  cent.  After  my  Post  article  came  out  the  Times 
came  up  with  this  cartoon  there,  and  it  looked  so  pretty  I  could  not 
resist  it. 

Mr.  Raker.  Is  that  all  the  money  paid  by  you  and  Mr.  Ball  that 
came  from  your  company  for  these  advertisements? 

Mr.  Rice.  Yes,  sir;  except  for  the  printing  of  the  pamphlets. 

Mr.  Raker.  This  was  the  company's  money? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  It  was  authorized  by  the  directors? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  That  is  their  method  of  doing  business? 

Mr.  Rice.  No,  sir ;  I  think  not. 

Mr.  Raker.  I  want  to  know  whether  the  directors  of  your  com- 
pany, and  you,  as  representing  the  Roxana  Co.,  approved  the  method 
pursued  by  you  and  Mr.  Ball  in  expending  that  amount  of  money  for 
the  purpose  of  securing  legislation? 

Mr.  Rice.  I  think  I  can  say  they  do  not. 

Mr.  Raker.  Then  you  were  both  acting  contrary  to  the  desires  and 
the  approved  policy  of  the  directors  of  the  Roxana  Oil  Co.? 

Mr.  KiCE.  Well,  we  went  ahead  with  what  we  thought  was  neces- 
sary to  secure  results. 

Mr.  Raker.  How  did  you  get  this  money  from  the  board  of  direo 
tors  if  they  disapproved  of  methods  of  this  kind  ? 

Mr.  Rice.  I  asked  for  it.  I  said  that  I  wanted  certain  money  for 
publications  in  the  papers,  and  they  gave  it  to  me. 
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Mr.  Baker.  How  much  did  they  give  you  and  Mr.  Ball  for  that 
pjurpose,  or  for  the  purpose  of  coming  on  here  and  securing  legisla- 
tion? 

Mr.  Bice,  I  do  not  know.  I  think  I  deposited  in  a  Washington 
bank  here  $3,000. 

Mr.  Baker.  That  does  not  quite  answer  my  question.  They  al- 
lowed you  a  certain  sum 

Mr.  Bice  (interposing).  No  particular  sum. 

Mr.  Baker.  Any  sum  that  you  might  want  to  draw  ? 

Mr.  Bice.  No,  sir;  I  have  been  in  the  companv  for  five  years,  and 
they  have  some  confidence  in  what  I  do,  and  if  I  ask  for  money  I 
know  I  can  get  it* 

Mr.  Baker.  They  give  you  what  you  want? 

Mr.  Bice.  I  asked  for  $3,000  and  got  it. 

Mr.  SiNNOTT.  Judge,  will  you  ask  him  whether  that  was  author- 
ized by  a  resolution  of  the  board  of  directors? 

Mr.  Baker.  Yes;  I  will  come  to  that.  You  were  also  in  the  posi- 
tion, if  you  needed  more  money,  to  draw  on  the  company  ? 

Mr.  Bice.  Certainly;  yes,  sir. 

Mr.  Baker.  It  was  available  for  all  your  expenses  for  the  purpose 
of  publicity 

Mr.  Bice  (interposing).  It  was  for  such  purposes  as  I  saw  fit  to 
expend  it.    Of  course,  I  have  to  render  an  account 

Mr.  Mays.  Are  you  assuming  that  it  was  an  illegitimate  expendi- 
ture, Judge  Raker? 

Mr.  Baker.  I  do  not  know  that  I  ought  to  answer  that. 

Mr.  Mays.  It  seems  to  me  that  we  are  going  far  afield  here.  I  do 
not  like  to  see  the  witness  bulldozed,  and  I  think  he  has  given  us 
some  very  valuable  information. 

Mr.  Smith.  What  is  the  diflference  between  publishing  that  matter 
in  the  papers  and  writing  letters  to  individual  Members  of  Congress? 

Mr.  Baker.  I  submit  the  matter  of  the  objection  to  the  ruling  of 
the  chair.  If  you  do  not  want  to  find  out  about  these  matters,  I  do. 
I  think  it  would  be  unfortunate  if  a  man  could  come  before  the 
committee  in  this  way  and  you  are  not  permitted  to  find  out  what 
these  expenditures  were  made  for.  Of  course,  I  will  have  to  submit 
to  the  ruling  of  the  chair  on  the  question. 

The  Chairman.  I  think  it  is  proper  to  show  what  expenditures 
tave  been  made  to  affect  legislation. 

Mr.  Taylor.  Here  are  probablj  50  men,  or,  possibly,  a  hundred 
bnsmess  men  and  lawyers,  now  m  Washington,  who  are  sent  hero 
on  all  sorts  of  business.  They  are  stoppmg  at  the  Washington 
hotels,  and  they  must  necessarily  pay  out  a  lot  of  money.  Now, 
the  question  is  whether  or  not  we  want  to  brand  all  of  those  people 
as  being  engaged  in  an  illegitimate  business  simply  because  they 
come  here  before  the  committee  trying  to  explain  their  position  and 

to  protect  their  own  interests  and  the  welfare  of  their  investments 

as  they  may  be  affected  by  this  legislation.    I  confess  that  I  felt 

irritated  at  this  method  of  newspaper  publicity,  trying  to  prejudice 

the  public  against  this  legislation,  but  these  men,  whose  property  and 

ril  they  have  is  affected,  have  a  right  to  be  heard. 
Mr.  SMrrH.  The  criticism  that  nas  been  made  refers  to  a  matter 

appearing  in  an  editorial  in  the  paper,  and  you  should  go  after  the 
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writer  of  the  editorial  about  that  instead  of  these  gentlemen  who 
took  this  method  of  bringing  their  opinions  before  Congress. 

Mr.  Raker.  I  want  to  put  this  matter  in  the  record  as  a  part  of 
the  publication  I  find  here  over  the  signature  of  Mr.  Max  W.  Ball, 
who  is  cooperating  with  Mr.  Rice.    The  statement  reads: 

The  bill  in  its  i)resent  form  would  i)erpotiinte  the  Standard  Oil  C'o.'s  existing 
monopoly ;  wonld  ffive  Standanl  Oil  rich  lands  entered  in  deliance  of  the  order 
of  the  President. 

This  refers  to  the  Walsh  bill,  which  is  now  before  the  conunittee. 

Mr.  Smith.  Put  Mr.  Ball  on  the  stand  and  ask  him  to  explain  his 
connection 

Mr.  Raker  (interposing).  I  do  not  have  to  call  Mr.  Ball  and  put 
him  on  the  stand  when  this  gentleman  states  that  he  and  Mr.  Ball 
were  cooperating  together.  If  it  is  improper  to  find  out  how  they 
propose  to  effect  legislation,  when  the  charge  is  made  that  the  bill 
IS  in  behalf  of  the  Standard  Oil  monopoly,  we  will  never  learn  the 
facts.  So  far  as  my  method  of  cross-examination  is  concerned,  it 
is  the  same  that  I  employ  when  any  other  man  comes  before  the  com- 
mittee— that  is,  I  try  to  get  at  the  facts  in  as  kind,  gentle,  and  lady- 
like manner  as  I  can. 

The  purpose  of  the  publication  was  to  get  legislation,  as  you  stated 

Mr.  Rice.  To  get  proper  legislation. 

Mr.  Raker.  In  behalf  of  the  general  public  interest  ? 

Mr.  Rice.  Yes   sir. 

Mr.  Raker.  Tne  Roxana  Oil  Co.,  which  you  represent,  is  a  sub- 
ordinate comj)any  of  the  Royal  Dutch,  the  Shell  Transportation  Co.. 
and  others  which  have  interests  in  all  the  foreign  countries,  prac- 
tically ? 

Mr.  Rice.  Yes,  sir. 

Mr.  Raker.  They  are  even  interested  in  the  Deutsche  Petroleum 
Co.,  which  has  its  bank  at  Berlin  ? 

Mr.  Rice.  No,  sir;  all  of  that  stock  has  been  taken  over  by  the 
British  Government.  The  Dutch  and  the  Shell  Transport  &  Tradinsr 
Co.  produce  oil  in  Sumatra  and  supply  the  British  forces  with  prac- 
tically their  entire  production.  The  spirit  that  is  produced  there  is 
used  in  airplanes.  It  is  volatile  at  an  altitude  of  over  0,000  feet. 
They  are  the  best  spirits  obtainable.  They  supply  Italy  with  prac- 
licaily  their  total  requirements  of  the  sanie  oil. 

Mr.  Taylor.  They  call  gasoline  "spirits"  over  there? 

Mr.  Rice.  Yes,  sir.  France  gets  from  3,000  to  4,000  tons  per 
month,  and  the  balance  goes  to  the  British  forces  in  Egypt,  Salomki, 
East  Africa,  and  Mesopotamia.  The  production  in  Borneo  goes  to 
the  British  and  the  French  and  the  Japanese  Navy.  That  particular 
oil  produced  there,  by  reason  of  its  chemical  qualities,  produces  spirits 
that  are  used  in  the  manufacture  of  explosives.  I  had  some  argument 
over  the  pronunciation  of  the  name  of  it,  but  it  spells  t-o-l-u-o-1,  and 
it  is  used  by  the  British  Government  in  the  manufacture  of  explo- 
sives, and  there  are  some  more  spirits  that  are  used  by  the  French  m 
the  manufacture  of  explosives.  All  the  balance  of  the  Borneo  pro- 
duction goes  to  France.  Practically  everything  that  is  produced  in 
the  Venezuelan  field  is  exported  to  England.  The  entire  fleet  under 
the  English  flag  belonging  to  the  Royal  Dutch  group  has  been  taken 
over  by  the  British  Government. 


OIL   LEASING   LANDS.  213 

The  Chairman.  Were  they  taken  over  by  force  of  arms? 

Mr.  Rice.  No,  sir. 

The  Chairman.  They  were  not  seized? 

Mr.  Rice.  They  were  commandeered.  Similarly,  there  is  a  Cali- 
fornia branch,  and  the  California  company  had  under  the  United 
States  flag  three  tankers,  and  the  United  States  Government  has 
taken  one  of  them  and  is  using  it  for  supplies  to  the  United  States 
Xavv  operating  in  British  and  French  Avaters.  The  other  two  are 
under  contract  delivering  oil  to  the  French  (Tovernment  at  Bordeaux. 
One  of  those  vessels  was  credited  as  having  sunk  a  German  sub- 
marine. 

Mr.  CiirncH.  Don't  you  think  that  the  local  oil  fields  should  sup- 
ply their  own  localities,  provided  the  prices  are  right? 

Mr.  Rice.  Yes,  sir. 

Mr.  Church.  Then,  you  would  not  consider  it  right  and  proper 
that  the  old  lands  of  California  should  be  tapped  and  the  necessary 
supply  of  oil  curtailed  on  the  market  out  there  so  that  they  would 
be  obliged  to  come  to  Oklahoma  or  some  other  section  east  of  the 
Rocky  Mountains  and  cart  their  oil  from  there  to  meet  their  local 
requirements  ? 

Mr.  Rice.  No,  sir.  I  think  that  Oklahoma  would  be  willing  to  let 
California  have  all  the  oil  she  needs,  but  I  do  not  think  that  Cali- 
fornia needs  to  send  any  oil  east  of  the  Rocky  Mountains.  The 
^tion  east  of  the  Rocky  Mountains  can  get  along  with  what  can  be 
produced  in  the  Oklahoma,  midcontinental,  West  Virginia,  and 
Pennsylvania  fields.  Those  fields  can  ordinarly  supply  all  the  rest 
<>f  the  United  States.  If  methods  of  transportation  could  be  fixed 
by  the  Government  which  would  prevent  the  shipping  of  oil  for 
refining  to  points  away  from  the  field  in  which  it  was  produced,  it 
'^^'Ught  to  have  a  good  effect  on  the  prices. 

(Thereupon,  the  committee  adjourned  until  to-morrow,  Friday, 
February  8, 1918,  at  10  o'clock  a.  m.) 

AI-TER   RECESS. 

The  committee  met  at  2  o'clock  p.  m.,  pursuant  to  the  taking  of 
recess,  but  owing  to  a  roll  call  in  the  House  an  adjournment  was 
^aken  until  Fridav,  Februarv  8,  at  10  o'clock  a.  m. 


Committee  on  the  Public  Lands, 

House  of  Representatives, 

Friday^  Fehruary  8^  1918, 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  Mr.  McLemore,  do  you  wish  to  present  something 
to  the  committee? 

Mr.  McLemore.  I  have  another  committee  engagement  and  will 
have  to  leave.  I  have  a  letter  here  that  I  think  is  of  some  impor- 
tance, and  I  would  like  to  have  it  inserted  in  the  record. 

The  Chairman.  Relating  to  oil  matters? 

Mr.  McLemore.  Yes,  sir. 
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The  Chaibbi AN.  Without  objection,  the  letter  will  be  incorporated 
in  the  record  at  this  point. 

(The  letter  referred  to  is  as  follows:)- 

17  Battebt  Place,  New  Yobk,  February  7,  1913, 
Hon.  Jeff:  McLemore, 

Member  of  Congress,  Washington,  D.  C. 

Deab  Mr.  McLemore:  I  write  you  in  reference  to  legislation  now  pending  in 
Congress,  H.  R.  3232,  kno^Ti  as  the  Ferris  bill,  and  S.  2812,  known  as  the 
Walsh  bill,  providing  for  lease  of  public  lands  for  mining  purposes,  Including 
oil  and  gas. 

These  measures  I  desire  to  discuss  from  the  standpoint  of  my  company,  but 
I  trust  that  you  will  find  me  taking  no  position  opposed  to  the  public  interest- 
There  are  two  features  of  these  bills  to  which  I  invite  your  attention  and 
desire  to  make  objection. 

First.  I  think  the  limitation  as  to  acreage  appearing  In  both  bills  are  not 
what  they  should  be. 

A  well-considered  limitation  may  be  desirable  to  prevent  monopoly,  but  these 
bills  in  effect  limit  any  single  operator  to  640  acres.  It  is  not  640  acres  in  any 
Stote  or  Territory,  but  640  acres  in  the  United  States.  An  Individual  or  cor- 
poration might  easily  take  up  this  entire  acreage  in  Wyoming  or  some  otlier 
State  where  prospects  were  attractive  and  then  such  individual  or  corporation 
could  not  lease  anywhere  else  on  the  public  domain  of  the  Unitetl  States.  Sucli 
operator  thenceforth  would  be  excluded,  no  matter  what  new  fields  might  open 
or  how  desirable  it  would  be  in  the  public  interest  to  develop  new  fields.  It 
seems  to  me  that  the  acreage  limit,  whatever  it  may  be,  should  opply  according 
to  States ;  that  is  to  say,  no  individual  or  corporation  should  be  allowed  to  lease 
more  than  a  fixed  number  of  acres  in  any  State.  Again,  I  think  the  ncreaRe 
as  fixed  is  entirely  too  small.  If  Congress  were  dealing  with  proven  fields,  tlie 
proposed  limitation  might  be  reasonable,  but  the  idea  is  to  encourage  prospect- 
ing and  oil  and  gas  development  Heretofore  the  limitation  as  applied  to 
Indian  lands  has  been  4,800  acres,  and  there  has  been  much  criticism  of  that 
because  of  its  smallness.  I  think  that  4,800  acres  in  each  State  would  be  little 
enough. 

Second.  Section  23  in  each  of  the  bills  I  think  is  badly  worded. 

The  evident  purpose  of  this  section  was  to  prevent  producers  from  pooling 
their  sales  in  sales  agencies,  which,  if  tolerated,  might  be  as  bad  as  removing 
the  limitation  on  acreage  leased.  This  phraseology  has  been  amended  in  the 
Walsh  bill  until  I  think  it  might  be  construed  to  prohibit  my  company  and 
others  that  are  engaged  in  transporting,  refining,  and  marketing  petroleum 
from  taking  any  leases  whatever  on  the  public  domain.  The  word  "  agency  ** 
is  broadened  in  its  meaning  until  it  implies  more  than  a  sales  agency  and 
means,  or  might  be  construed  to  mean,  an  operator.  I  shall  be  glad  to  have 
you  read  this  section  in  the  Walsh  bill  and  see  if  you  do  not  agree  with  me. 

Our  competitors — I  mean  the  large  ones — are  pretty  well  intrenched  if  a  bill 
is  passed  containing  sections  16  and  17  of  the  Walsh  bill,  which  to  an  extent 
would  validate  the  locations  that  they  have  made  under  the  old  placer  mining 
law,  or  rather  would  give  them  preference  right  to  leases  under  the  new  law. 
Section  23  of  the  Walsh  bill,  which  contains  the  inhibition  against  which  I  am 
now  complaining,  excepts  from  its  operation  all  producers  operating  under 
sections  16  and  17.  Therefore  section  23  would  not  materially  affect  those 
competitors  of  ours.  In  short,  we  would  be  excluded  from  participation  in 
this  new  leasing  system,  while  our  competitors  are  in  under  their  own  loca- 
tions and  would  be  protected  by  sections  16  and  17.  I  think  that  we  should 
be  allowed  a  fair  chance  with  the  others,  and  that  no  discrimination  should 
be  made  as  regards  the  public  domain  open  for  lease.  It  is  certainly  sufllcient 
to  Impose  reasonable  restrictions. 

I  do  not  object  to  proper  relief  being  extended  to  our  competitors  or  to 
anyone  who  in  good  faith  acted  under  the  old  law.  I  think  they  are  entitled 
to  fair  and  reasonable  protection.  I  have  not  had  time  to  study  sections  16  and 
17  of  the  Walsh  bill  to  the  extent  that  would  enable  me  to  express  an  opinion 
on  the  merits  of  these  sections,  but  I  do  feel  that  the  locators  are  entitled  to 
something  carefully  worked  out  of  the  general  nature  and  purpose  of  these 
sections. 

I  was  anxious  to  appear  before  the  committee  at  the  hearing  recently  begun, 
but,  owing  to  press  of  other  matters,  I  am  not  able  to  do  so,  and,  therefore, 
have  resorted  to  this  method  of  submitting  my  views. 
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Will  yon  be  kind  enough  to  give  these  points  your  consideration,  and  if  it 
meets  with  you  approval  submit  this  letter  to  the  committee? 

Thanking  you  in  advance,  and  with  assurances  of  regards,  and  best  wishes, 
I  am. 

Very  sincerely,  yours, 

Amos  L.  Beatt. 

The  Chairman.  If  there  is  no  objection  on  the  part  of  any  mem- 
ber of  the  committee,  Mr.  Ball  may  proceed  now. 

STATEMEHT  OF  HB.  HAX  W.  BALL,  CHETENBE,  WYO. 

The  Chairman.  Mr.  Ball,  stale  for  the  record  whom  you  represent, 
or  what  your  interest  in  this  matter  is. 

Mr.  Baij..  I  would  like  to  state,  if  I  may,  what  my  connection  has 
been  with  this  matter,  and  that  will  give  you  a  better  idea  of  whom 
I  represent  in  this  connection,  and  why. 

When  this  bill  was  first  introduced  I  was  chairman  of  the  oil 
board  of  the  Geological  Survey.  At  that  time  it  seemed  to  me  that 
the  bill  would  be  productive  of  waste  of  a  very  valuable  natural 
tesourcc.  I  therefore  did  all  that  I  could  in  the  way  of  argument 
sgainst  it  in  the  survey,  but  I  got  no  further  than  to  be  told  that 
the  Secretary,  of  the  Interior  had  approved  the  bill,  and,  therefore, 
that  it  was  not  of  any  avail  for  anybody  in  the  department  to  pro- 
test. I  felt  so  strongly  with  regard  to  the  matter  that  on  March 
30, 1916, 1  drafted  a  memorandum  to  the  director  of  the  survey,  in 
vhich  I  set  forth  quite  fully  my  ideas  with  regard  to  the  bill.  I 
have  a  copy  of  that  memorandum  here.  I  do  not  care  to  have  it 
made  a  part  of  the  record,  but  if  any  member  would  like  to  see  it, 
it  is  available  for  the  purpose.  You  can  see  from  it  that  I  have  not 
changed  my  views  in  regard  to  the  matter. 

Later  I  transferred  to  the  Bureau  of  Mines  as  a  mining  engi- 
neer, where  I  had  a  chance  to  study  something  of  the  operating  side 
of  the  oil  industry.  I  became  even  more  convinced  that  there  were 
certain  grave  defects  in  the  bill,  which,  if  left  uncorrected,  would 
result  in  "waste  and  serious  loss.  For  that  reason  I  wrote  a  paper  on 
**Adequat€  acreage  and  oil  conservation"  which,  with  the  approval 
of  the  director  of  the  bureau,  I  delivered  at  the  American  Mining 
Congress  at  Chicago,  in  November,  1916.  Naturally,  as  I  was  still 
a  member  of  the  department  and  the  bill  bore  the  approval  of  the 
Secretary  of  the  Interior,  that  paper  does  not  mention  the  Ferris 
bill,  the  Walsh  bill,  or  any  pending  legislation,  but  the  arguments  in 
it  are  directed  wholly  to  the  effect  of  limited  acreage  on  the  pro- 
duction of  waste.  That  paper  seemed  to  get  no  further  than  my 
previous  efforts  had  with  regard  to  that  bill. 

When,  last  spring,  I  was  approached  with  regard  to  employment 
by  the  Boxana  Petroleum  Co.,  I  stipulated  as  a  condition  of  enter- 
ing the  service  of  that  company  that  I  should  have  the  privilege  of 
expressing  mj  opinion,  whatever  it  might  be,  with  regard  to  this 
fegislation,  without  restriction  on  the  part  of  the  company,  and  that 
I  should  have  whatever  time  was  necessary  from  my  duties  with  the 
company  for  that  purpose. 

Pursuant  to  that  agreement,  I  spent  six  weeks  in  Washington  last 
summer  during  July  and  August,  making  an  attempt  to  obtain  a 
hearing  for  myself  before  the  Senate  Committee  on  Public  Lands. 
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At  the  same  time  I  tried  my  best  to  interest  everybody  else  I  could 
think  of  who  might  be  interested  in  the  general  provisions  of  the 
bill,  as  distinguished  from  the  relief  provision.  I  felt  that  the  cor- 
rection which  the  bill  needed  was  in  its  general  provisions,  not  in 
its  relief  provisions,  and  I  asked  the  Senate  committee  to  give  me  a 
hearing  on  the  general  provisions  only.  In  my  attempt  to  obtain  a 
hearing  I  was  not  successful.  Whether  I  aroused  any  interest  on 
the  part  of  other  people  I  am  not  sure,  but  I  think  I  did. 

That  campaign,  if  you  can  call  it  such,  was  carried  on  at  my  per- 
sonal expense,  and  when  I  had  exhausted  my  funds  I  had  little 
choice  left  but  to  go  back  to  Wyoming  and  go  to  work  at  what  I  was 
supposed  to  do  for  the  company,  which  I  did.  Meanwhile  I  had 
found  that  I  could  get  the  sup])ort  of  the  company  in  my  contentions, 
and  that  they  were  wnlling  to  indorse  my  views;  so  that  when  the 
bill  rather  imexpectedly  came  uj)  for  consideration  in  the  Senate, 
immediately  before  the  holid«ays,  I  appealed  to  the  company  to  sup- 

{)ort  me  in  making  a  further  effort'  to  have  certain  amendments  at 
east  considered.    The  result  you  gentlemen  all  know. 

I  stand  here,  then,  in  more  or  less  of  a  dual  capacity.  I  have  no 
instructions  from  the  caiupany  as  to  what  I  shall  say  or  what  I  shall 
not  say;  T  liave  never  had  any  instructions  from  the  company  or 
from  any  officer  of  the  company  as  to  any  opinion  I  should  express 
with  regard  to  this  legisljition.  At  the  same  time,  I  am  the  chief 
geologist  of  the  Rocky  Mountain  division  of  the  Roxana  Petroleum 
Co.,  and  I  am  here  at  the  present  time  at  the  company's  expense.  I 
think  that  answers  any  qu(»stion  as  to  my  connection  with  the  matter. 

The  Chairman.  AVhen  did  vou  begin  emplovment  with  the  Roxana 
Co.? 

Mr.  Ball.  June  2. 

The  Chairman.  1917? 

Mr.  Ball.  Yes. 

The  Chairman.  Have  you  any  relation  other  than  that  now? 

Mr.  Ball.  I  own  $50  worth  of  stock  in  a  very  small  wildcat  oil 
company  in  Wyoming,  which  I  bought  as  a  flyer. 

The  Chairman.  So  your  whole  time  is  taken  up  with  the  Roxana 
Co.  ? 

Mr.  Ball.  Yes,  sir. 

Mr.  Taylor.  What  do  you  do  for  the  Roxana  ? 

Mr.  Ball.  I  am  the  chief  geologist  of  their  Rocky  Mountain  divi- 
sion. 

The  Chairman.  Stationed  at  Cheyenne? 

Mr.  Ball.  Yes,  sir. 

Now,  with  regard  to  the  main  question.  It  seems  to  me,  as  I  have 
thought  over  the  matter  of  public-land  laws,  that  there  are  two  funda- 
mental theories  as  to  the  disposition  of  public  lands;  two  radically 
different  theories  going  ti)  the  very  root  or  the  question  of  how  we  are 
going  to  dispose  of  any  public  land,  whether  it  is  oil  land  or  other 
land? 

The  first  of  these  is  to  so- dispose  of  the  public  lands  that  the 
largest  number  of  individiials  will  be  able  to  make  a  living  from  them, 
nuike  a  profit  from  them.^Qr  in  some  way  enjoy  individually  the  bene- 
fits of  the  public  domain.'  Possibly  the  most  extreme  example  of  that 
theory  is  fouird  in  our  military  bounty  laws  of  one  sort  or  another. 
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where  we  have  given  lands  to  soldiers  for  military  services  rendered, 
without  requiring  them  to  make  any  return  whatever  either  in  the 
way  of  cultivating  the  land,  living  on  the  land,  or  in  any  other 
manner,  but  simply  given  to  them  as  a  gift  or  as  a  reward. 

Mr.  Tayix)R.  That  was  a  good  many  years  ago,  and  they  are  not 
doing  much  of  that  now,  are  they  ( 

Mr.  Ball.  No  ;  but  I  believe  there  are  still  some  soldiers"  additional 
homestead  entry  rights  afloat.  But  that  is  the  most  extreme  example 
we  have  in  our  history,  and  that  is  what  I  meant  to  say.  Supposmg 
we  call  that  the  "  individual-bounty  "  theory,  which,  I  think,  describes 
it  fairly  well. 

The  other  theory  is  to  so  dispose  of  the  public  lands  that  their  prod- 
ucts will  be  available  to  the  public  wuth  the  minimum  of  waste  and 
at  minimum  cost.  Suppose  we  call  that  the  "  consuming-public  " 
theory,  for  want  of  a  better  name.  Possibly  as  good  an  example 
as  we  have  of  that  theory  is  the  mineral-land  laws,  under  which 
^e  have  had  such  marvelous  mineral  dev  elopment  in  this  country  in 
the  last  two  or  three  generations.  Those  laws,  you  will  remember, 
although  they  provide  a  limited  area  for  each  claim,  make  no  restric- 
tion as  to  the  number  of  claims  that  may  be  operated  together  and, 
therefore,  permit  small  unit  operations  or  large  unit  operations  as 
may  be  necessary  to  get  the  mineral  products  to  the  public  at  the 
lo>yest  cost.  To  the  mineral-land  laws,  I  think,  there  are  two  possible 
objections.  One  is  that  in  order  to  get  a  large  acreage  for  large  unit 
operations  it  is  necessary  to  pay  a  middleman.  The  individual  claim- 
ant is  generally  one  who  makes  an  intermediate  profit  before  the  thing 
^ts  into  the  hands  of  the  man  who  really  does  the  developing.  The 
>*cond  objection  is  that  the  Government  loses  all  control  whatsoever 
and  is  never  able  to  say,  "  You  are  charging  too  much  or  you  are  not 
operating  properly,  or  you  are  not  doing  this,  that,  or  the  other  thing 
in  the  public  interest,"  because  the  title  has  been  alienated.  That  the 
mineral  laws  have  been  a  success  is  attested  by  the  verv  success  of 
their  operation.  It  would  be  difficult  to  imagine  the  development  of 
a  Bingham,  a  Chino,  or  an  Alaska-Gastineau  under  the  "  individual- 
bounty  "  idea,  which  distributed  the  mineral  lands  to  the  largest  num- 
^^r  of  people  and  which  prevented  them  from  being  brought  into  any 
>ort  of  combination  thereafter. 

^'ow^  if  my  analysis  of  the  situation  is  correct  as  to  these  two 
theories,  this  committee  has  before  it  the  necessity  of  making  a  de- 
cision as  to  which  of  these  fundamental  ideas  it  will  follow^  with  re- 
gard to  a  natural  resource  of  tremendous  national  value.  I  need 
not  emphasize  before  the  committee,  after  what  has  already  been 
said  by  Mr.  O'Donnell,  Mr.  Henderson,  and  others,  the  tremendous 
^alue  of  the  oil  and  gas  deposits  of  the  public  domain,  the  tremen- 
<ioiis  value  of  the  oil  industry  to  the  country,  or  the  tremendous 
^ahie  of  the  public  lands  in  the  oil  industry. 

I  notice  an  estimate  on  that  chart — I  do  not  know  who  made  it 
nor  how  accurately  it  is  made  but  I  think  it  is  approximately  right — 
to  the  effect  that  in  the  3,000,000  acres  of  public  oil  lands  withdraw  n 
there  are  700,000,000  barrels  of  oil.    If  that  is  true  it  is  an  important 
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that  may  hereafter  be  discovered,  are  so  important  a  factor  that  the 
relief  provisions  of  the  bill,  important  as  they  may  be  to  the  people 
immediately  concerned^  are  of  merely  minor  importance  as  compared 
with  the  general  provisions  of  the  bill — provisions  which  apply  to 
this  vast  body  of  the  public  domain  and  to  the  production  of  the  oil 
that  may  be  under  it.  Thus  it  seems  to  me  that  great  importance 
attaches  to  the  question,  "  Which  theory  will  this  committee  follow 
when  it  makes  a  disposition  of  these  public  lands?"  In  the  first 
place,  as  to  acreage.  If  the  committee  follows  the  individual  bounty 
idea  it  will  give  to  each  lessee  or  entryman,  or  whatever  he  may  be, 
the  smallest  acreage  on  which  he  can  make  a  profit,  regardless  of 
the  effect  of  that  acreage  on  waste,  cost  to  the  consumer  or  any 
consideration  of  that  sort. 

In  other  words,  the  individual  bounty  theory  would  consider  the 
oil  fields  as  so  much  land,  the  property  of  the  public,  to  be  distributed 
to  the  largest  number  of  individuals  in  such  a  way  that  the  maximum 
number  of  individuals  can  make  a  profit  from  the  land.  The  theory 
might  result  in  cutting  the  public  domain  into  pretty  small  tracts,  so 
let  us  consider  for  a  moment  what  the  effect  is  likely  to  be  on  the 
operation  of  the  oil  fields. 

Some  members  of  the  committee  are  thoroughly  familiar  with  oil 
field  history;  possibly  some  of  you  are  not,  and  it  may  be  worth 
while  to  review,  in  a  general  way,  the  usual  history  of  an  oil  field  in 
the  United  States.  It  does  not  make  much  difference  what  field  we 
take.  We  can  take  almost  any  typical  field  from  the  Atlantic  to 
the  Pacific. 

Somebody  goes  into  new  territory,  sinlcs  a  well  and  discovers  oil. 
Immediately  there  is  a  rush  to  the  new  field ;  everybody  stakes  out 
claims,  everybody  gets  hold  of  some  leases,  and  the  field  is  cut  up  into 
a  bunch  of  little  tracts.  Now,  unfortunately,  oil  and  gas  are  not 
stable  minerals;  they  do  not  stay  where  they  are  put  under  the 

f  round,  and  a  well  on  this  tract  may  draw^  oil  from  under  that  tract, 
'herefore  every  man  who  gets  a  small  claim  feels  that  he  must  drill 
immediately  and  must  get  his  oil  from  under  his  claim  or  his  neigh- 
bors surrounding  him  will  get  it  out  first.  For  instance,  we  will  say 
that  Mr.  Smith  has  a  tract  and  is  surrounded  by  Brown,  Jones, 
Snider,  and  Williams.  Mr.  Smith,  perhaps,  feels  that  there  is  no 
market  for  his  oil  if  he  should  bring  it  to  the  surface ;  he  has  no  stor- 
age facilities,  and  he  would  prefer  to  wait  until  he  has  or  until  there 
is  a  market  for  the  oil.  But  if  he  waits  and  Brown,  Jones,  Snider, 
and  Williams  drill  the  surrounding  tracts  Smith  is  likely  to  find 
when  he  goes  down  with  his  well,  that  his  oil  is  gone. 

I  know  of  an  extreme  case  illustrating  that  point.  Three  business 
men — big  busines  men  in  another  business — went  into  the  Spindletop 
field  when  it  was  booming.  The  field  was  cut  up  into  small  tracts, 
the  production  was  tremendous,  and  a  lot  of  oilwas  going  down  the 
river.  The  oil  was  selling  for  about  9  cents  a  barrel  less  than  it  cost 
to  produce,  and  it  was  therefore  not  worth  very  much  to  the  pro- 
ducer. These  three  men  said, "  Why  should  we  drill  our  tract?  The 
price  of  oil  is  going  up  some  day  when  this  flush  production  is  over. 
We  will  hold  this  tract,  and  when  the  price  of  oil  goes  up  we  will 
drill  and  make  a  good  profit."  So  they  held  it  for  three  years,  I 
believe — ^this  story  came  to  me  second  or  third  hand — and  at  the  end 
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of  two  or  three  years,  when  oil  was  up  to  40  or  45  cents  a  barrel  they 
drilled  their  tract.  I  think  the  best  well  they  got  was  good  for  three 
barrels  a  day,  or  some  such  negligible  figure.  At  any  rate,  they  got 
practically  no  oil. 

Now,  Smith,  with  his  claim  surrounded  by  drilling  companies, 
knows  well  enough  that  if  he  waits  for  any  reason  at  all  and  if  in  the 
meanwhile  his  neighbors  drill  wells  he  is  going  to  get  mighty  little 
oil  from  under  his  tract.  Therefore  Smith  is  forced  to  go  ahead 
with  his  drilling.  In  most  cases  the  first  well  to  set  to  the  oil  sand, 
especially  where  the  sand  is  rather  porous  and  the  gas  pressure  is 
Ugh,  is  likely  to  be  the  best  well.  In  other  words,  the  first  man  who 
gets  down  is  likely  to  be  the  man  who  gets  the  most  oil.  So  Smith 
[oes  down  as  fast  as  he  can ;  so  do  Brown,  Jones,  Snider,  and  Wil- 
iams.  Naturally,  the  methods  that  they  use  are  not  the  wisest 
methods  but  the  quickest  methods. 

Wlien  Smith  gets  halfway  to  the  oil  sand  he  strikes  gas,  say 
20,000,000  cubic  feet  of  gas  per  day.  Now,  where  Smith  is  that 
gas  has  no  immediate  market  value.  It  may  be  that  within  two  or 
three  years  it  will  have  a  high  commercial  value ;  it  may  be  that  with* 
in  two  or  three  months  Smith  wUl  actually  have  to  pay  for  gas  to 
drill  his  own  lease.  But  at  this  particular  moment  he  nas  gas  enough 
to  drill  his  wells,  there  is  nobody  to  sell  it  to,  and  he  is  not  near 
enough  to  a  pipe  line  to  dispose  of  it  in  a  distant  market.  Thus  his 
gas  is  of  no  immediate  value.  He  is  after  oil,  which  he  must  get  as 
quickly  as  possible.  He  might  be  able  to  case  the  gas  off,  but  it  would 
take  two  or  three  days'  time,  possibly  longer.  It  would  be  a  very 
simple  matter  by  the  sand-laden  fluid  process  to  seal  the  gas  into  its 
sand  whence  it  could  be  removed  when  needed,  but  in  his  hurried 
drilling  he  has  neglected  to  get  a  pressure  pump ;  it  would  take  four 
or  five  days  to  get  one,  and  by  that  time  Jones,  Snider,  or  somebody 
else,  might  be  down  and  getting  Smithes  oil.  So  he  lets  the  gas 
waste  into  the  atmosphere,  or,  if  that  would  interfere  with  his  drill- 
ing, the  gas  is  bradenneaded  and  allowed  access  to  a  few  hundred  feet 
of  open  hole,  and  in  a  short  time  it  is  dissipated  and  lost  to  all  human 
Qse,  not  only  so  far  as  Smith's  well  is  concerned  but  probably  in  all  of 
the  other  wells  in  the  field. 

Smith,  being  after  oil,  goes  on  through  the  gas  sand  and  four  or 
five  hundred  feet  deeper  strikes  a  water  sand,  under  pressure.  Here, 
again,  a  little  mud  properly  applied  would  seal  the  thing  and  make 
it  perfectly  safe,  but  he  still  has  no  pressure  pump  and  no  time  to 
stop  to  get  one.  He  goes  through  the  water  sand  and  sets  a  string  of 
casing;  sets  it  so  hurriedly,  necessarily,  that  he  may  not  do  it  well. 
Then  he  goes  on  down  and  finally  strikes  the  oil  sand. 

Now,  Smith,  we  have  assumed,  is  a  man  of  reasonable  intelligence. 
He  knows  the  oil  business.  He  knows  that  the  best  way  to  get  oil  to 
the  surface  is  to  have  the  gas  pressure  bring  it  there.  He  knows, 
taking  the  field  as  a  whole,  that  if  the  gas  pressure  is  throttled  ana 
allowed  to  bring  the  oil  to  the  surface  gradually  it  will  bring  a  much 
greater  quantity  of  oil  before  the  gas  is  exhausted  than  if  allowed  to 
run  wide  open.  He  knows  that  if  the  well  is  allowed  to  run  wild  the 
gas  will  exhaust  itself  in  a  comparatively  shoit  time;  that,  while 
running  wild  it  will  bring  a  large  quantity  of  oil  to  the  surface  be- 
fore euausting  itself,  it  will  bring  a  greater  quantity  if  allowed  to 
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flow  at,  let  us  say,  half  pressure  only.  He  knows  that  in  the  course 
of  time  the  gas  pressure  will  dwindle  in  any  case,  but  that  if  throttled 
it  will  bring  up  a  larger  total  amount  of  oil.  He  knows  that  after 
the  gas  pressure  is  exhausted  it  will  be  a  matter  of  pumping  to  get 
the  oil  out — a  much  more  expensive  method,  which  does  not  get 
nearly  so  much  of  the  oil.  He  may  know  that  the  Bureau  of  Mines 
has  pointed  out  that  the  amount  of  oil  left  in  the  ground  is  tremen- 
dous; that  the  bureau  estimates  that  from  25  to  85  per  cent  of  the 
oil  in  the  ground  is  left  in  the  ground,  much  of  which  could  be  taken 
out  if  proper  methods  were  used. 

Mr.  SiNNOTT.  How  do  they  detennine  that? 

Mr.  Ball.  They  figure  on  the  porosity  of  the  sand  and  on  the  thick- 
ness of  the  sand.  It  is  something  you  can  not  determine  accurately 
but  of  which  you  can  make  a  reasonable  estimate. 

Now,  Smith  would  like  to  run  his  wells  at  half  pressure  and  make 
the  gas  bring  out  as  much  oil  as  possible,  with  the  idea  of  getting  the 
greatest  recovery  of  oil  at  the  lowest  cost  to  himself,  but  if  Smith 
limits  his  well  to  half  pressure,  and  Jones,  Brown,  Snider,  and 
Williams  let  their  wells  run  wide  open  you  can  easily  see  who  is 
going  to  get  the  oil,  and  it  is  not  going  to  be  Smith.  So  Smith  doet> 
what  everybody  else  does;  he  lets  his  wells  run  wide  open.  In  the 
course  of  time  the  gas  pressure  is  exhausted,  the  quantity  of  oil  re- 
covered is  lessened,  the  cost  of  getting  the  oil  is  greatly  increased, 
and  some  they  may  not  be  able  to  g^t  at  all. 

Mr.  SiNNOTT.  is  there  any  way  of  determining  the  territory 
drained  by  any  particular  hole? 

Mr.  Ball.  A  great  deal  of  thought  has  been  given  to  that  question, 
but  no  comprehensive  scientific  investigation  has  been  made  as  yet. 
It  varies  greatly  with  the  difl^erent  fields.  With  a  tight,  close-grained 
sand  and  low  gas  pressure,  a  well  will  not  drain  nearly  so  far  as  a 
well  with  coarse-grained  sand  and  a  higher  pressure.  A  great  deal 
also  depends  on  the  fluidity  of  the  oil. 

Another  thing  soon  happens  to  Smith  and  the  rest  of  them.  The 
wells  begin  to  make  water  with  the  oil.  Somebody  has  failed  to  shut 
off  the  water  properly  in  the  water  sand  they  have  passed  through. 
Smith  is  sure  it  was  Brown;  Brown  is  equally  sure  it  was  Jones;  and 
Jones  blames  it  on  Snider.  Probably  all  of  them  are  right.  iSo  it 
develops,  after  the  field  has  been  producing  for  a  few  months,  that 
water  appears  in  the  oil  sand  to  such  an  extent  that  it  means 
the  ruin  of  the  field.    It  may  be  that  Smith  has  taken  measures  to 

Erevent  it;  it  may  be  that  most  of  them  have  been  doing  their  be^l. 
ut  through  the  carelessness  of  somebody  the  water  is  let  into  the 
sand,  the  field  is  ruined,  and  that  is  the  end  of  it.  So  much  for  the 
actual  drilling  side  of  it. 

Tliere  are  certain  economic  aspects,  in  addition  to  the  right  drilling 
of  the  field,  that  are  worth  some  consideration.  It  is  a  fair  assump- 
tion that  when  a  new  field  is  discovered  the  market  is  fairly  well 
supplied  with  oil — at  least,  the  market  available  to  that  field.  There 
have  been  periods  of  overproduction  and  underproduction,  but, 
taking  it  by  and  large,  it  is  a  pretty  fair  assumption  that  the  market 
is  fairly  well  supplied.  The  logical  thing  to  do  would  be  to  build 
up  a  market  for  the  field  as  the  field  is  brought  in,  the  idea  beinjr 
that  if  you  bring  in  the  field  gradually  you  can  build  up  a  market 
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for  the  product.  If  Smith  could  follow  that  course  he  would  be 
glad  to  do  it,  of  course,  because  that  means  an  adequate  price  for 
his  oil.  But  Smith  can  not  stop,  Brown  can  not  stop,  and  Jones  can 
not  stop.  They  have  got  to  drill  quickly  and  get  the  oil  as  quickly  as 
they  can  or  Snider  or  somebody  else  will  get  it  all.  So  the  proauc- 
tion  of  the  field  is  thrown  on  the  market  practically  all  at  once.  You 
can  think  of  a  half  dozen  cases  in  recent  times. 

Take  the  Gushing  field.  It  came  on  the  market  practically  over- 
night, and  it  demoralized  the  oil  market  from  one  end  of  the  United 
States  to  the  other.  Of  course  that  results,  for  the  time  being,  in  a 
greatly  lowered  price,  which  at  first  blush  sounds  as  though  it  might 
be  a  good  thing  for  the  consumer,  since,  for  the  time  being,  he  is 
^tting  his  oil  very  much  cheaper.  During  the  Gushing  rush,  for 
instance,  gasoline  was  down  to  17  or  18  cents  in  Washington,  or  some 
such  figure. 

The  Chairman.  Fifteen  and  sixteen  cents. 

Mr.  Ball.  At  any  rate.  Gushing  knocked  the  bottDm  out  of  every- 
thing. Now,  that  looks  all  right  for  the  public  for  the  time  being, 
but  there  are  certain  unfortunate  things  about  it.  For  example,  the 
abandonment  of  small  wells  is  a  direct  consequence. 

All  over  the  United  States  there  are  wells  producing  a  small 
amount  every  day,  and  while  the  production  of  each  individual  well 
is  small,  in  "the  aggregate  the  production  of  all  such  wells  is  very 
large.  If  this  were  not  so,  Pennsylvania  would  have  been  wiped  on 
the  oil  map  long  ago,  because  there  are  very  few  new  large  wells  in 
Pennsylvania  nowadays.  So  long  as  prices  are  adequate  these  small 
wells  can  be  pumped.  It  takes  a  great  deal  more  per  barrel  to  pro- 
duce from  a  small  well  than  from  a  large  one,  ana  immediately  the 
price  drops  below^  a  profitable  point,  of  course,  the  small  well  is 
abandoned.  Thus  any  sudden  drop  in  price  through  the  bringing  in 
of  a  new  field,  like  Cushing,  forces  the  premature  abandonment  of 
a  considerable  number  of  wells  and  results  in  leaving  in  the  ground  a 
considerable  amount  of  oil  which  those  wells  coula  bring  out.  The 
oil  thus  left  in  the  ground  is  to  all  practical  intents  and  purposes  a 
perananent  loss  to  the  public. 

The  result  is  that  when  the  new  field  has  shot  its  bolt  and  the  price 
begins  to  go  up,  a  certain  portion  of  the  production  that  was  in  the 
market  before  is  no  longer  in  the  market,  and  the  public  pays  higher 
prices  than  it  would  otherwise  have  paid. 

Even  so  far  as  the  new  field  itself  is  concerned,  if  the  bringing  in 
of  the  new  field  and  the  demoralization  of  the  market  has  been  the 
result  of  improper  methods  resulting  in  waste,  and  a  smaller  total 
is  obtained  out  of  that  field  than  should  have  been  obtained,  sooner 
or  later  the  public  is  going  to  pay  for  the  oil  left  in  the  ground, 
because  the  fixed  total  cost  of  producing  oil  in  that  field  is  largely 
established,  and  every  additional  barrel  that  can  be  gotten  out  of 
the  field  means  a  smaller  total  production  cost  per  barrel  in  the 
entire  field. 

There  is  another  result  of  bringing  in  a  field  all  at  once.  I  sug- 
gested a  while  ago  that  Smith  did  not  want  to  drill  his  tract  immedi- 
ately because  he  had  no  place  to  put  his  oil  when  he  got  it  out.  It 
is  seldom  that  there  is  a  pipe  line  to  the  field  before  the  field  is  dis- 
covered, and  when  oil  is  discovered  there  is  nothing  to  do  with 
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it.  It  takes  weeks  and  sometimes  months  to  build  in  a  pipe 
line.  Meanwhile  oil  is  brought  to  the  surface  under  this  com- 
petitive condition.  What  is  done  with  it?  Those  of  you  who  are 
familiar  with  field  history  know  that  a  great  part  of  it  is  always  lost 
by  running  off  down  the  creek.  That  has  happened  so  many  times 
that  it  is  an  old  story.  A  man  made  a  great  deal  of  money  at  Spin- 
dletop  by  skimming  oil  from  the  river  that  ran  through  the  field. 
He  gathered  up  the  oil,  had  some  way  to  store  it,  and  held  it  until 
the  price  went  up  or  until  transportation  facilities  came  in.  Enor- 
mors  quantities  of  good  oil  have  gone  to  waste  in  that  way. 

The  next  best  thing  to  save  it  from  going  down  the  creek  is  to  build 
a  dam  across  a  gulch,  thus  providing  an  earthen  reservoir.  In  that 
way  much  oil  can  be  caught  and  saved  and  will  not  be  a  total  loss, 
but  the  evaporation  loss  is  tremendous  in  an  open  reservoir.  And 
you  must  remember  that  the  evaporation  loss  represents  the  most 
valuable  part  of  the  oil.  Also,  as  a  member  of  the  committee  is  sug- 
gesting, tliere  is  a  large  seepage  loss  in  an  earthen  reservoir,  depend- 
ing greatly  on  the  quality  of  the  oil.  Some  of  the  California  oils 
are  of  a  quality  that  seals  the  reservoir  and  there  the  seepage  is  not 
so  great,  but  the  seepage  loss  in  other  fields  is  very  large. 

If  Smith  is  a  little  better  fixed  he  gets  steel  tankage  and  runs  his 
oil  into  steel  tanks.  The  amount  of  evaporation  loss  in  steel  tanks 
has  been  the  subject  of  considerable  discussion,  but  we  know  that 
Gushing  oil,  which  is  a  very  high  grade  gasoline  oil,  lost  one-fifth, 
of  its  gasoline  content  while  in  steel  storage  for  a  few  months.  Now, 
one-fifth  of  the  gasoline  content,  as  you  can  see,  is  a  pretty  serious  loss. 
Mr.  Lenroot.  Where  does  that  evaporation  take  place — ^through 
the  steel  ? 

Mr.  Ball.  Those  steel  tanks  are  not  absolutely  sealed.  The  State 
mineralogist  of  California,  in  a  report  issued  about  three  or  four 
years  ago,  estimated  that  one-fourth  of  the  value  of  the  oil  produced 
in  the  State  of  California  was  lost  every  day  through  evaporation. 
Just  think  of  that  a  bit,  one-fourth  of  the  entire  value  of  the  oil  pro- 
duced in  the  State  of  California  lost  through  evaporation — and  Cali- 
fornia oil  does  not  lose  its  value  eo  rapidly  as  a  good  many  other  oils. 
Now,  supposing  steel  storage  has  been  provided  for  the  entire  pro- 
duction of  the  field,  there  is  still  a  disadvantage  even  neglecting  the 
evaporation  loss.  It  costs  almost  as  much  to  store  oil  in  steel  tanks 
as  to  produce  it  in  the  first  place.  In  other  words,  storage  in  many 
fields  comes  pretty  close  to  doubling  the  cost  of  the  oil,  and,  of  course, 
somebody  pays  that  cost.  Sometimes,  when  there  is  a  pinch,  the 
producer  pays  it,  but  you  and  I  pay  it  in  the  long  run.  It  is  a  charge 
against  the  industry  which  the  public  ultimately  pays. 

There  is  another  result  of  the  small  tract.  Smith'^has  a  little  hold- 
ing here  and  he  is  surrounded.  If  Smith  could  chcos3  he  would  drill 
the  smallest  number  of  well  that  would  produce  the  oil.  Naturally 
he  is  not  going  to  spend  any  more  mrn?y  in  getting  the  oil  out  than 
he  has  to;  his  object  is  to  produce  the  oil  at  minimum  cost  and  he 
will  drill  the  smallest  number  of  wells  neces-arv  to  g3t  it.  Possibly 
four  wells  would  do  it,  but  Smith  knows  that  he  can  get  the  oil  out 
quicker  if  he  drills  four  times  as  may  w^ells  or  five  times  as  many 
wells,  or  whatever  the  situation  in  that  field  may  call  for.  He  also 
knows  that  if  he  does  not  drill  his  leases  up  to  the  very  limit  to  get  the 
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oil  out  as  quickly  as  he  can  his  neighbors  will  drill  up  to  their  limit 
and  get  more  oil  than  he  will  get.  So  what  does  Smith  do?  He 
drills  five  times  as  many  wells  as  he  needs  to  drill  or  four  times  as 
many  or  twice  as  many,  as  the  case  may  be,  and  the  cost  of  that 
extra  drilling  he  charges  against  the  industry,  and  the  charge  is 
ultimately  made  against  the  public. 

In  some  figures  submitted  before  the  Senate  committee  some  two 
years  ago  there  was  a  diagram  of  the  Glenn  Pool,  of  Oklahoma,  a  big, 
splendid  field,  that  came  in  with  a  rush  but  died  very  quickly  because 
it  was  over-drilled.  Those  figures  showed — I  do  not  remember  them 
exactly — ^that  approximately  $11,000,000  was  spent  for  drilling  the 
field;  that  of  the  $11,000,000,  $3,000,000  was  necessary  and  that  the 
remaining  $8,000,000  was  an  unnecessary  expenditure  in  jthe  produc- 
tion of  the  oil  that  could  have  been  gotten  for  $3,000,000.  That 
makes  a  total  drilling  cost  of  something  like  354  per  cent  of  what  it 
should  have  been.  You  know  as  well  as  I  do  who  pays  that  extra 
254  per  cent- 

I  have  a  report  here  that  was  given  to  me  by  Mr.  John  T.  Suman. 
He  is  a  geologist  and  engineer  formerly  connected  with  the  Texas 
State  Geological  Survey,  and  now  with  the  Boxana  Petroleum  Co. 
1  asked  him  if  he  could  give  me  something  on  the  situation  in  the 
Gulf-coast  fields,  and  with  your  permission  I  would  liks  to  read  a 
part  of  his  report  into  the  record,  because  it  is  illuminative.  He 
says: 

to 

In  this  report  an  attempt  Is  made  to  show  the  effect  of  closa  drilling  of  oU 
wells  in  the  Gulf-coast  country  as  concerns  the  loss  In  money  due  to  unneces- 
sary drUling.  Two  assumptions  are  made  that  are  more  or  less  empirical. 
One  is  in  regard  to  the  number  of  acres  that  will  be  drained  by  one  well. 
This  factor  varies  considerably  not  only  for  different  fields  but  for  different 
parts  of  the  same  field,  due  to  varying  porosity,  local  cementation,  and  lontiou- 
larity  of  sands.  The  number  of  acres  that  will  be  drained  by  one  well  Is  taken 
Bomewhat  from  actual  experience  and  from  conclusions  of  practical  operators 
In  the  various  fields.  Naturally  the  man  operating  in  one  field  for  10  or  12 
years  has  a  pretty  good  Idea  as  to  how  many  acres  one  well  will  drain.  SDacinsj 
of  wells  also  depends  somewhat  on  the  depth  to  the  sands,  as  it  is  obviously  good 
Imsineas  to  space  wells  a  little  more  closely  in  shallow  territory  than  In  local- 
ities where  the  pay  sand  lies  deep. 

The  other  factor  that  Is  more  or  less  assumed  Is  the  average  cost  of  complet- 
injr  a  well  In  any  field.  This  varies  with  the  depth,  nature  of  formations,  and 
ffmdition  of  the  material  market  as  well  as  date  of  drilling  with  roferonco  to 
the  perfection  of  the  rotary  system  of  drilling,  which  is  used  exclusively.  The 
tstimate  taken  here  as  to  average  costs  per  well  for  the  different  fields  Is  based 
more  or  less  on  all  of  these,  and  the  Intention  has  been  to  underestimate  the 
cost  rather  than  overestimate  In  each  case. 

L0H8C8  due  to  ovcrdHlling  in  the  more  important  Gulf  coast  fields. 
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The  Chairman.  Let  me  interrupt  you  a  minute:  Is  it  your  state- 
ment that  geologists  have  progressed  far  enough  to  be  able  to  tell  in 
advance  that  these  are  unnecessary  wells,  or  is  that  fact  developed 
after  the  wells  are  drilled? 

Mr.  Ball.  That  is  not  a  matter  that  the  geologist  can  determine 
in  advance,  but  it  is  a  matter  of  experience  in  the  field.  Experi- 
enced oil  men  can  tell  a  good  deal  about  it. 

The  Chairman.  What  1  was  trying  to  get  at  is  this:  Is  this  a  case 
.  of  finding  out  after  the  wells  are  drilled  that  they  are  unnecessary, 
or  is  there  anv  way  of  finding  out  that  fact  beiore  the  wells  are 
drilled? 

Mr.  Ball.  There  is  no  way  of  tilling  that  until  the  first  two  or 
three  wells  are  drilled. 

The  Chairman.  Then  the  geologists  can  learn  enough  from  the 
structure  to  advise  against  the  drilling  of  uimecessary  wells? 

Mr.  Ball.  That  is  not  so  much  a  matter  of  geologic  structure  as  it 
is  a  study  by  the  engineer  of  the  oil  sand.  After  two  or  three  or  four 
wells  are  drilled,  the  engineer  who  studies  the  thickness  of  the  sand, 
the  porosity  of  the  sand,  the  viscosity  of  the  oil,  the  gas  pressure,  and 
the  dip  of  the  rocks  can  make  a  pretty  good  estimate  of  how  many 
wells  it  will  take  to  drain  the  field.  It  is  not  altogether  a  matter 
of  hindsight. 

Mr.  Lenroot.  Can  the  dip  be  determined  from  the  drilling  of  one 
well? 

Mr.  Ball.  That  depends  on  the  character  of  the  surface  exposures. 
Oftentimes  they  can  determine  it  with  a  good  deal  of  accuracy  with- 
out drilling  at  all.    Now,  reading  again  from  the  report : 

At  Damon  Mound,  where  shallow  oil  was  discovered  in  April,  1917,  as  many 
as  six  or  seven  wells  have  been  drilled  on  1  acre,  where  probably  one  well, 
at  the  most,  would  suffice. 

From  the  above  table  Saratoga  appears  to  be  only  partially  drilled,  but  this 
holds  true  in  part  only.  The  Rio  Bravo  Oil  Co.'  owns  the  greater  part  of  the 
acreage  in  this  field,  and  their  property  is  not  fully  drilled  while  the  surround- 
ing acreage  is  very  much  overdrilled.  For  instance,  since  the  field  came  in,  the 
Rio  Bravo  Oil  Co.  has  drilled  about  150  wells.  Other  companies  on  less  acreage 
have  drilled  about  600  wells,  or  four  times  as  many  as  the  Rio  Bravo.  As  to 
production  realized,  the  Rio  Bravo  property  has  produced  one-half  as  much  oil 
as  surrounding  properties,  and  Is  only  partly  developed,  while  surrounding 
properties  are  practically  exhausted. 

It  would  also  appear  that  Humble  is  only  partially  drilled,  from  the  accom- 
panying table.  However,  in  the  "  cap  rock  "  or  shallow  territory  Humble  has 
been  very  much  overdrilled,  possibly  as  much  so  as  Sour  Lake.  In  the  deep- 
producing  acreage  this  field  has  several  acres  that  are  as  yet  unexplolted. 

There  is  one  kind  of  loss  that  I  forgot  to  mention,  because  I  had 
so  many  in  my  mind,  with  regard  to  the  storage  proposition,  and  that 
is  the  loss  by  fire.  Storage  in  steel  tanks,  particularly  in  the  mid- 
continent  field,  appears  to  be  particularly  susceptible  to  lightning. 
The  chief  geologist  of  one  of  the  big  companies  which  operates  in 
the  mid-continent  field — ^Texas  and  Louisiana — told  me  a  little  over 
a  year  ago  that  during  the  preceding  year — I  suppose  he  meant  the 
year  1916 — they  had  lost  6  per  cent  of  their  stored  oil  by  fire.  That 
IS  another  pretty  heavy  item. 

The  Chairman.  From  lightning,  or  were  they  incendiary  fires? 

Mr.  Bau^.  t^rom  lightning.  That  was  before  we  were  in  the  war. 
Lightning  loss  throughout  the  midcontinent  field  is  a  factor  to  be 
reckoned  with  very  seriously. 
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Now,  you  may  think  that  some  of  the  conditions  I  have  been  cit- 
ing to  you  are  extreme  cases,  but  they  are  not.  To  my  mind  they 
are  typical.  They  typify  the  average  development  in  the  average 
oil  field  in  the  United  States.  I  would  like  to  read  you  just  a  brief 
statement  clipped  from  the  Western  Oil  World  of  September,  1917. 
That  is  an  oil  paper  published  in  Denver.  This  is  a  stjitement  in  re- 
gard to  the  GreybuU  field,  and  it  is  an  extreme  case.  This  is  one  of 
those  town-lot  developments  of  which  they  have  had  some  in  Penn- 
s}ivania,  but  this  is  the  only  case  in  Wyoming  that  I  know  of.  This 
statement  reads: 

(tRKYBull,  September  21. 

T^'o  years  ago  on  the  unlucky  13th  of  tlie  present  month  GreybuU  jumped 
into  fame  in  a  day.  A  freak  weU  that  looked  like  the  biggest  gusher  ever 
brouglit  in  In  the  State  caused  all  the  excitement     ♦     ♦     * 

The  news  of  the  big  strike  was  spread  broadcast  and  the  GreybuU  oil  boom 
wju«  on.  The  rush  to  secure  leases  caused  great  excitement.  The  tract  where 
the  well  was  struck  was  cut  up  into  25-foot  lots  and  rigs  went  up  on  every  lot. 
Wells  were  rushed  down  without  regard  to  shutting  off  w^ater  or  protecting 
adjacent  locations.  They  were  undershot  and  overshot  and  shot  to  pieces, 
resulting  in  ruining  what  might  have  been  a  rich  jyool  capable  of  producing  a 
lar?e  quantity  of  oil  for  a  long  time.  A  few  wells  in  the  Mead  addition  are 
puiuijed  spasmodically  to-day,  but  the  production  Is  admittedly  limited. 

I>urlng  the  excitement  attending  the  bringing  In  of  the  gusher  prices  of  lots 
awl  leases  soared  to  fancy  figures.  One  enthusiastic  syndicate  made  the  city 
an  offer  of  $15,000  cash  for  an  eighth  royalty  lease  on  the  streets  and  alleys 
of  the  town.  GreybuU  was  small  and  needed  the  money,  but  It  can  be  said  to 
the  credit  of  the  town  officials  that  they  rejected  the  liberal  offer. 

Mr.  McCmntic.  What  paper  is  that  published  in  ? 

Mr.  BaijL.  In  the  Western  Oil  World,  of  Denver. 

Mr.  McClintic.  What  is  the  condition  of  that  field  now  ? 

Mr.  Ball.  There  is  a  large  number  of  pumping  jacks  doing  noth- 
ing. 

I  have  already  referred  to  the  Gushing  field  several  times.  You 
all  know  what  happened  in  Gushing.  Gushing  came  in,  as  I  have 
"aid,  overnight,  and  as  soon  as  the  discovery  was  made  there  was  a 
rush  into  the  fiield  and  a  scramble  for  leases.  A  part  of  it  was  Indian 
land  and  a  part  of  it  not  Indian  land.  Everybody  was  drilling  at 
once  to  get  the  oil  out  before  the  other  man  could  get  it.  The  pro- 
Juction  shot  up  to  nearly  400,000  barrels  a  day  in  a  very  short  time, 
^ith  an  absolute  demoralization  of  the  market  from  the  Rocky 
Mountains  to  the  Atlantic  coast.  There  was  tremendous  waste  of 
gasoline  from  steel  storage  tanks,  oil  ran  down  the  streams,  there 
were  losses  from  every  conceivable  angle,  and  an  enormous  waste 
of  natural  gas.  Almost  as  suddenly  as  it  came  in  the  field  began  to 
<lrop  out,  and  it  dropped  from  400,000  barrels  to  less  than  100,000 
barrels  within  a  very  few  months.  Gushing  to-day  has  a  compara- 
tively modest  production;  at  least  it  is  modest  in  comparison  with 
what  it  would  have  been  if  the  field  had  been  properly  developed 
and  handled.  I  was  in  Gushing  a  little  over  a  year  ago,  pretty 
nearly  a  year  and  a  half  ago,  and,  while  the  boom  was  over,  the  effects 
f'f  it  were  still  there. 

For  instance,  the  waste  of  gas  was  still  going  on,  and  it  was  very 
rich  gas.  Bemember  that  we  have  come  to  the  point  where  natural 
gas  as  well  as  oil  is  a  source  of  gasoline.  I  made  the  statement  in  the 
paper  I  read  before  the  Mining  Gongress  that  I  had  seen  millions  of 
cubic  feet  of  natural  gas  wasting  into  the  air — gas  so  rich  in  gasoline 
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that  it  dripped  oflF  the  trees  like  an  April  shower.  That  happe 
to  strike  the  fancy  of  the  press  and  was  quoted  all  over  the  coun 
I  have  been  "  ragged  "  about  it  a  gocd  deal,  but  that  statement,  j 
tlemen,  was  literally  true.  It  was  flow-tank  gas  in  the  Gushing  ii 
so  rich  in  gasoline  that  it  made  a  white  cloud  when  it  came  out 
the  tank  up  through  the  overhanging  trees,  and  from  the  dead 
leaves  the  gasoline  was  dripping  in  a  veritable  shower.  f 

Frcm  the  Gushing  field  I  went  up  to  Augusta,  which  is  not  so 
as  the  Gushing  field  by  any  means.  I  refer  to  Augusta,  Ka 
There  I  saw  very  different  conditions.  In  the  Augusta  field  tl 
have  had  the  same  difficulties  to  face  that  they  had  in  the  Gushi 
field ;  that  is,  they  have  had  an  overlying  gas  sand  and  water  trou 
and  a  tremendous  gas  pressure  with  the  oil.  The  wells  are  prodi^i 
tive,  but  Augusta  is  not  a  Gushing  by  any  means. 

The  Ghairman.  Where  is  Augusta?  ■ 

Mr.  Ball.  In  Butler  Gounty,  Kans.  It  is  not  a  Gushing,  but  t% 
conditions  are  comparable.  Now,  as  it  happens,  the  greater  part 
the  Augusta  field  is  held  by  a  single  company,  although  around  t 
edg€s  there  were  some  small  holdings,  and  on  them  you  see  the  Cus 
ing  conditions  repeated.  But  in  the  main  body  of  the  field  ever 
thmg  bore  the  appearance  of  order  and  efficiency.  I  saw  no  gre 
quantities  of  oil  in  storage.  My  impression  of  the  Augusta  fiel 
were  of  order,  efficiency,  maximum  production  at  minimum  cost,  m 
w^aste,  and  no  loss.  The  change  was  so  great  in  the  two  or  three  da 
between  visiting  Gushing  and  Augusta  that  I  thought  the  State  line 
might  have  something  to  do  with  it  or  that  there  might  be  some  arti- 
ficial cause.  I  wondered  until  I  stumbled  onto  a  little  10-acrtf 
churchyard  near  the  middle  of  the  field,  and  in  that  churchyard  the 
derricks  -actually  jostled  the  tombstones.  That  is  the  difference 
between  small-tract  operation  and  adequate-acreage  operation. 

As  another  case  showing  how  the  thing  might  be  done,  we  may 
take  the  Salt  Greek  field  in  Wyoming.  I  know  a  great  many  geolo- 
gists and  engineers — and  in  their  opinion  I  concur — ^who  think  that 
the  ultimate  production  of  Salt  Greek  will  be  greater  than  the  ulti- 
mate production  of  the  Gushing  field,  and  it  is  equally  good  oil.  It 
is  a  wonderful  field.  Has  there  been  any  waste  ?  There  has  been  no 
waste  of  gas,  no  loss  of  oil,  and  no  demoralization  of  the  market. 
Gushing  will  be  gone  and  practically  forgotten,  except  as  a  historical 
fact,  before  very  long,  but  the  Salt  Greek  field  will  go  on  producing 
for  25  or  30  years  at  the  present  rate  of  production  and  if  it  con- 
tinues to  be  operated  as  it  has  been  heretofore.  Now,  there  is  an 
artificial  factor  in  that. 

The  Ghairman.  Is  that  owned  by  one  company? 

Mr.  Ball.  It  is  controlled  by  a  single  company.  The  ownership 
proposition  is  involved  in  this  relief  legislation. 

The  Ghairman.  That  is  being  controlled  and  operated  in  an 
orderly  way? 

Mr.  Ball.  Yes,  sir. 

The  Ghairman.  Who  controls  it? 

Mr.  Ball.  The  Midwest  Refining  Go. 

The  Ghairman.  Is  that  a  Standard  company? 

Mr.  Ball.  It  is  a  subsidiary  of  the  Standard.  The  fact  that  tho 
Government  has  owned  some  of  this  land,  and  that  the  title  to  some 
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•lapjf  t  has  been  in  dispute,  has  probably  kept  the  drilling  down  to  a 
eoufer  point  than  it  would  have  gone.  Nevertheless  I  am  confident 
entjt  if  the  title  had  been  unquestioned,  if  the  field  had  been  con- 
ing fled  by  the  one  company,  Gushing  conditions  would  not  have  been 
e  ccMted. 

eaaT^e  Chairman.  Do  you  think  it  would  have  been  an  altogether 
lesome  thing  to  permit  the  Standard  Oil  Co.  and  the  Hoxana  Co. 
t  cojbave  the  sole  benefit  of  the  wealth  that  came  out  of  the  Cushing 
',  even  in  order  to  get  the  efficiency  and  decorum  that  you  speak 
J  r|    Could    you   advocate  the  passage  of  legislation  that  would 

ieve  such  a  result  as  that  ? 
j^ijjf*Ir-  Ball.  Of  course  Cushing  is  a  wonderfully  big  thing.    It  is  a 
i-tnl*  and  exceptional  thing, 
^ho  Chaibman.  How  much  oil  was  taken  from  the  Cushing  field? 
Ir.  Baul,.  I  would  not  want  to  guess  at  that, 
he  Chairman.  Roughly,  how  much? 

Ir.  Ball.  Mr.  Beal,  of  the  Bureau  of  Mines,  estimates  it  at  200,- 
.000  barrels. 

The  Chairman.  Now,  in  order  to  get  efficiency  and  in  order  to  get 

.y^^e  decorum  that  you  speak  of,  and  in  order  to  avoid  any  waste, 

uld  you  think  that  it  was  proper  for  the  Congress  of  the  United 

tes  to  pass  legislation  making  holdings  so  large  and  so  monopolis- 

in  character  as  to  allow  one  concern  to  develop  an  entire  area 

e  that? 

Mr.  Ball.  I  do  not  think  I  would.    Cushing  is  too  big. 
The  Chairman.  Now,  what  would  you  say  about  the  Salt  Creek 
lield? 
Mr.  Ball.  I  might  cut  the  Cushing  field  into  four  pieces. 
The  Chairman.  What  about  the  Salt  Creek  field  ? 
Mr.  Taylor.  To  what  extent  would  you  cut  up  the  Salt  Creek  field  ? 
The  Chairman.  You  are  not  asking  that  it  be  given  to  the  Stand- 
ard Oil  Co.  at  one  bite  of  the  cherry,  are  you? 
Mr.  Lenroot.  What  is  the  acreage  of  the  Salt  Creek  field  ? 
Mr.  Ball.  The  entire  acreage  of  the  Salt  Creek  field — and  I  think 
this  includes  some  territory  of  not  yet  proven  production — is  be- 
tween eleven  and  twelve  thousand  acres. 

The  Chairman.  Would  you  give  that  Salt  Creek  field  to  one  com- 
pany ? 

Mr.  Ball.  I  think  the  Salt  Creek  field  is  too  big. 

The  Chairman.  How  much  would  you  give  one  company  by  legis- 
lation of  Congress? 

.  Mr.  Ball.  In  other  words,  if  Congress  had  the  Salt  Creek  field  at 
its  disposal,  how  much  should  it  give  to  one  company? 

The  Chairman.  How  much  to  one  company? 

Mr.  Ball.  I  should  at  least  cut  it  in  two  parts. 

The  Chairman.  Giving  them  5,000  acres  apiece  ? 

Mr.  Ball.  I  believe  I  would,  or  possibly  I  would  cut  those  parts  in 
t^'o  again. 

The  Chairman.  To  what  particular  companies  would  you  give 

thenv? 

Mr.  Ball.  I  do  not  know. 

The  Chairman.  Well,  come  right  down  to  that  proposition,  bs- 
^ause  you  must  come  right  to  that  proposition  sooner  or  later.    The 
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administrative  ofBcer  who  would  administer  that  estate,  if  Congress 
should  make  it  possible  to  give  5,000  acres  to  one  holder,  would  have 
to  meet  that  proposition.  Secretary  Lane,  or  some  other  administra- 
tive oiBcer,  w^ould  have  to  meet  that  very  thing.  To  whom  would 
you  give  it? 

Mr.  Ball.  I  do  not  know.  There  would  be  several  factors  to  con- 
sider in  that  case. 

The  Chairman.  Well,  what  factors?  We  are  just  right  down  to 
the  proposition  now  of  talking  turkey.  Now,  you  say  that  these 
small  holdings  are  wasteful,  and  that  may  be  true.  You  have  set  that 
out  from  the  geological  viewpoint.  Here  we  are,  a  committer  of 
Congress,  dealmg  with  Government  land,  and  here  is  a  known 
producing  field  of  about  11,000  acres,  four-fifths  of  which,  you  say, 
is  under  the  control,  or  it  is  admitted  to  be  under  the  control,  of  the 
Midwest  Refining  Co.,  which  we  are  told  is  a  subsidiary  of  the 
Standard  Oil  Co.  You  are  here  making  a  speech  an  hour  and  a  Iialf 
long,  advocating  these  large  holdings,  and  I  want  to  know  where  you 
are  going  with  such  a  proposition. 

Mr.  Taylor.  If  you  were  preparing  the  bill,  would  you  give  the 
whole  State  of  Wyoming  to  one  company  ? 

Mr.  Ball.  I  certainly  would  limit  the  amount  in  each  State.  I  was 
going  to  get  at  some  of  those  points  later  if  I  could. 

Mr.  Elston.  I  wish  you  would  touch  upon  the  matter  of  the  regu- 
lation of  the  field  under  separate  ownership,  and  the  matter  of  the 
regulation  of  the  distance  that  the  wells  should  be  from  one  another, 
with  a  view  to  conserving  the  oil  and  preventing  waste,  while  still 
leaving  the  field  under  several  separate  ownerships. 

Mr.  Ball.  That  is  a  subject  that  I  have  discussed  in  this  paper,  and 
I  intended  to  take  that  up.  I  do  not  know  but  that  this  is  a  good 
point  to  cover  that  subject — that  is,  whether  is  it  possible  by  regula- 
tion to  reduce  this  loss.  In  that  kind  of  regulation  I  thoroughly  be- 
lieve. If  you  have  a  leasing  bill  you  can  restrict  the  distance  from 
the  line  within  which  a  well  may  be  drilled,  and  the  bill  before  you 
provides  for  that.  That  prevents  interlease  drainage  or  interholding 
drainage,  or  the  drainage  of  oil  from  one  holding  to  another,  to  a 
certain  extent.  You  could  provide  that  when  a  man  strikes  a  gas 
sand  he  must  seal  it  in  effectively. 

The  Chairman.  Does  not  this  bill  authorize  the  Interior  Depait- 
ment  to  make  regulations  accomplishing  that  very  thing  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  They  have  very  efficient  geologists  in  the  Geologi- 
cal Survey  and  in  the  Bureau  of  Mines  who  are  competent  to  do  that? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Then,  can  not  that  be  accomplished  imder  this 
bill  without  resorting  to  the  large  acreage  that  you  speak  of? 

Mr.  Ball.  It  will  not  cover  everything;  and  that  is  what  I  want  to 
get  at,  one  subject  at  the  time.  You  can  restrict  the  distance  at  which 
a  man  may  drill  back  from  the  line,  and  you  can  force  him  to  seal 
his  gas  sand  and  case  off  the  water.  California  is  doing  splendid 
work  in  that  particular,  and  the  oil  men  of  the  Bureau  of  Mines  and 
of  the  corporation  commission  have  been  doing  good  work  in  Okla- 
homa along  those  lines.  But  what  about  not  permitting  a  man  to 
produce  until  he  has  proper  storage,  and  what  about  not  permitting 
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a  man  to  produce  at  a  time  when  the  market  conditions  are  not  ready 
for  his  oil  and  when  he  could  demoralize  the  market  and  bring  about 
the  unnecessary  abandonment  of  small  wells?  It  all  goes  back,  more 
or  less,  to  this  proposition,  that  regulation  could  and  should  be 
adopted 

The  Chairman  (interposing).  What  would  you  do  with  those 
spotted  areas  there  over  which  the  Government  has  no  control  ?  Have 
you  not  that  situation  to  deal  with  finally? 

Mr.  Ball.  No,  sir. 

The  Chairman.  Certain  fields  in  Oklahoma  and  California 

Mr.  Elston  (interposing).  And  the  California  reserves. 

The  Chairman.  And  through  the  West,  where  you  have  alternate 
sections 

Mr.  Ball  (interposing).  On  railroad-grant  lands? 

The  Chairman  (continuing).  Where  we  are  totally  wanting  in 
ability  to  regulate. 

Mr.  Ball.  In  those  cases  you  must  stress  the  matter  of  regulation 
and  accomplish  as  much  as  you  can  by  it.  In  other  cases  it  is  a  ques- 
tion of  regulating  with  or  contrary  to  economic  law.  Wherever  you 
make  or  attempt  to  make  a  regulation  that  overrides  economic  law 
you  will  meet  with  difficulty.  You  can  do  it,  but  only  with  great 
difficulty.  In  other  words,  if  j^ou  have  a  regulation  or  statute  that 
rims  counter  to  a  man's  economic  interest,  I  do  not  care  how  good  he 
may  be,  he  will  make  every  effort  to  find  some  way  of  evading  the 
reglilation  or  statute.  If,  on  the  other  hand,  you  can  give  him  such 
operating  conditions  that  it  is  to  his  interest  to  comply  with  the  regu- 
lations or  statutes,  then  you  will  need  a  minimum  of  regulation,  and 
that  regulation  will  be  easilv  enforced.    Now,  I  would  say  this 

Mr.  Taylor  (interposing).  Are  you  coming  to  the  point  of  apply- 
ing those  theories  to  this  bill? 

llr.  Ball.  Yes,  sir.  I  hope  I  am  not  wasting  too  much  of  the  com- 
mittee's time  in  the  general  discussion,  but  I  fear  I  have. 

The  Chairman.  There  are  some  other  gentlemen  waiting  to  be 
heard,  but  the  committee  allotted  to  you  an  hour  and  a  half. 

Mr.  Ball.  So  far  I  have  addressed  myself  to  the  matter  of  acre- 
age. Now,  there  is  another  phase.  Which  theory  are  you  going  to 
follow  with  regard  to  the  number  of  leases  ? 

If  you  follow  the  "  individual  boimty  "  theory  you  will  provide 
that  no  man  may  have  more  than  one  lease,  fixing  it  so  that  the 
largest  number  of  individuals  can  get  a  slice  of  the  public  domain. 
1  am  convinced  that  if  you  follow  that  rule  there  is  the  greatest 
danger  of  perpetuating  monopoly,  of  waste  and  loss,  and  of  retarded 
development.  If,  on  the  other  hand,  you  follow  the  theory  of  bene- 
fitting the  consuming  public,  you  can  bring  about  real  competition, 
get  the  oil  to  the  consumer  at  the  minimum  price,  and  in  addition, 
hring  about  the  immediate  development  of  the  public  domain. 

I^t  us  look  at  this  matter  of  monopoly  for  a  minute,  as  long  as  it 
has  been  mentioned  by  you  and  everybody  else  who  has  been  before 
you.  There  has  never  been,  so  far  as  I  know,  imless  possibly  it  is  at 
the  present  time  in  Wyoming,  a  monopoly  in  the  producing  end  of 
the  oil  business.  Back  in  tne  old  Pennsylvania  days  that  Miss 
Tarbell  and  Lincoln  Steffens  wrote  about  the  Standard  Oil  Co.  did 
not  own  a  large  part  of  the  production  in  the  Pennsylvania  field. 
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There  was  a  large  number  of  small  producers,  and  the  monopoly 
took  care  to  keep  the  number  of  those  producars  large  and  the  hold- 
ings of  each  small.  The  same  thing  has  been  true  in  other  places. 
In  some  places  the  Standard  is  not  in  control ;  for  example,  in  Cali- 
fornia, although  the  Standard  controls  a  larger  percentage  of  the 
production  of  California  than  of  almost  any  other  district,  but  it  has 
not  a  monopoly,  because  there  are  other  strong  producing  com- 
panies  

The  Chairman  (interposing).  That  is  due  to  separate  pipe  lines? 

Mr.  Ball.  Yes,  sir.  Thsre  are  strong  companies,  and  they  have 
built  their  own  pipe  lines. 

The  Chairman.  Your  people,  or  the  Boxana  Co.,  owns  one,  and 
what  other  companies? 

Mr.  Ball.  The  Associated  and  the  Independent  Union. 

The  Chairman.  There  are  three  pipe  lines  other  than  the  Standard 
Oil  pipe  line? 

Mr.  Ball.  Yes,  sir ;  and  I  think  General  Petroleum  has  a  pipe  line. 

The  Chairman.  There  are  four  independent  pipe  lines,  or  pipe 
lines  independent  of  the  Standard  Oil  Co.? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  And  the  Standard  Oil  Co.  owns  how  many? 

Mr.  Ball.  I  do  not  know. 

Mr.  Raker.  They  are  common  carriers,  are  they  not? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Mr.  Beal  says  the  Standard  Oil  Co.  has  two.  Is  it 
not  a  sound  proposition  that  the  Standard  Oil  Co.  is  in  control  be- 
cause of  their  carrying  facilities?  Is  not  that  the  place  where  the 
monopoly  comes  in,  through  the  means  of  handling  the  oil? 

Mr.  Ball.  That  is  only  one  step. 

The  Chairman.  That  is  the  step  of  first  importance,  is  it  not? 

Mr.  Ball.  That  is  the  first  step. 

The  Chairman.  What  would  you  say  was  the  sscond  step  in  im- 
portance in  the  ability  to  monopolize  a  field  ? 

Mr.  Ball.  The  refining.  I  am  not  naming  them  in  the  order  of 
their  importance. 

The  Chairman.  I  wish  you  would  name  them  in  the  order  of  their 
importance.    Would  you  put  the  pipe  line  first  in  importance? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  And  second  in  importance? 

Mr.  Ball.  The  marketing,  which  is  also  largely  a  transportation 
problem. 

Ih2  Chairman.  And  third? 

Mr.  Ball.  The  refining. 

The  Chairman.  And  fourth? 

Mr.  Ball.  There  would  not  be  any  fourth. 

Mr.  Kaker.  Do  you  mean  that  a  pipe  line  is  one  of  the  means  of 
creating  monopoly  when  the  pipe  line  is  a  common  carrier,  as  it  is  in 
California  ? 

Mr.  Ball.  They  are  common  carriers  practically  everywhere. 

The  Chairman.  Does  that  help  the  problem? 

Mr.  Ball.  I  am  not  sufficiently  familiar  with  that  phase  of  it  to 
Imow,  but  I  should  think  so.  I  may  say  that  I  know  a  great  many 
progressive  men  in  the  oil  fields  who  favor  Government  operation 
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of  pipe  lines.  It  seems  rather  radical,  but  it  is  a  step  which  the 
Goverament  could  well  take  and  one  which  would  ease  up  the  situa- 
tion on  the  small  oil  producers. 

The  Chairman.  That  would  be  well  for  the  small  oil  producers 
everywhere. 

Mr.  Ball.  I  think  it  would,  if  the  Government  did  it,  and  did  it 
efficiently. 

The  Chairman.  The  operation  of  pipe  lines  is  not  a  very  intricate 
one,  is  it  ? 

Mr.  Ball.  No. 

The  Chairman.  It  is  about  as  simple  a  thing  as  you  can  do,  after 
the  pipe  lines  are  in. 

Mr.  Ball.  I  think  the  operation  of  a  pipe  line  is  fairly  simple. 

The  Chairman.  The  operation  of  a  pipe  line  is  nothing  like  as 
intricate  as  the  operation  of  railroads,  is  it  ? 

Mr.  Ball.  Well,  the  putting  in  of  pipe  lines  is  not  so  intricate ;  no. 

The  Chairman.  And  the  operation  is  not  as  intricate,  either,  is  it  ? 

Mr.  Ball.  No;  the  equipment,  and  all  that  sort  of  thing,  is  not 
nearly  so  complicated ;  they  only  handle  one  thing,  which  simplifies 
it  tremendously. 

The  Chairman.  It  is  simply  the  work  of  handling  a  given  ca- 
pacity, keeping  the  pumps  going,  and  it  is  a  comparatively  simple 
operation  ? 

Mr.  Ball.  It  is  a  matter  of  keeping  up  the  work,  that  is  all. 

There  has  never  been  a  monopoly  in  production,  but  there  have 
been  monopolies  in  refining,  transporting,  and  marketing.  It  is  in 
those  three  phases  that  monopoly  must  be  guarded  against. 

The  Chairman.  It  is  not  charged,  though,  that  there  is  a  mo- 
nopoly in  production  ? 

Mr.  Ball.  No. 

The  Chairman.  And  it  does  not  exist  ? 

Mr.  Ball.  I  think  not,  although,  as  I  say,  we  are  reasonably  close 
to  it  in  Wyoming. 

The  Chairman.  Is  not  this  the  situation :  That  men  having  com- 
paratively small  capital,  as  a  rule,  bring  in  oil  fields  and  then  they 
immediately  sell  them  out  to  the  Standard  and  the  larger  companies  ? 

Mr.  Ball.  Yes. 

The  Chairman.  And  the  Standard  builds  in  the  pipe  lines? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Builds  in  the  refineries  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  And  controls  the  oil  wells,  so  that  the  producer 
is  at  the  mercy  of  the  man  with  large  means,  and  that  is  usually 
the  Standard  ? 

Mr.  Ball.  Yes,  sir;  unless  the  producer  himself  is  able  to  do  all 
those  things.  You  have  developed  such  producers  in  Oklahoma, 
who  have  become  big  enough  to  build  a  pipe  line,  put  in  a  refinery, 
and  market  the  product. 

The  Chairman.  But  those  instances  are  comparatively  rare  ? 

Mr.  Ball.  Yes;  you  would  not  expect  very  many  people  to  get 
that  big,  because  it  is  a  big  operation.  It  is  like  mining  low-grade 
copper.  You  would  not  expect  very  many  Chino  copper  companies 
or  Utah  copper  companies;  you  could  not  have  them  becauss  you 
^ould  not  have  many  people  who  could  conduct  large  unit  operations. 
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The  Chairman.  How  many  producers  would  you  say  were  in  the 
Wyoming  field  ? 

Mr.  Bali^.  I  saw  an  estimate  of  that  the  other  day,  but  I  do  not 
know. 

The  Chairman.  Does  anybody  here  know? 

Mr.  Ball.  Mr.  Fisher  or  Mr.  Schwartz  should  know. 

Mr.  Schwartz.  I  do  not  know  what  you  would  call  a  producer. 

Mr.  Ball.  I  would  say  that  you  should  call  a  man  a  producer  who 
actually  took  out  the  oil ;  not  the  leaseholder.  Woula  not  that  be 
your  definition? 

The  Chairman.  Yes. 

Mr.  Schwartz.  I  can  not  tell  you  the  number  there. 

The  Chairman.  Do  you  know  the  number  of  actual  producers  in 
the  Oklahoma  field  ? 

Mr.  Ball.  I  do  not. 

The  Chairman.  Do  you  know  the  number  in  California? 

Mr.  Bali^.  No.  Somebody  said  there  were  360  companies  in  Cali- 
fornia.   I  think  Mr.  Henderson  niade  that  statement. 

The  Chairman.  Does  anybody  know  how  many  there  are  in  Okla- 
homa?   If  not,  I  will  withdraw  the  question. 

Mr.  Ball.  Miss  Bankin  said  or  implied  the  other  day  that  the 
only  independent  oil  company  is  the  company  which  talces  its  oil 
from  the  ground  and  delivers  it  to  the  consumer.  I  think  that  is 
the  definition  of  an  independent — ^the  man  who  can  take  the  oil 
through  all  its  stages  to  the  consumer.  Anybody  else  is  dependent  on 
the  man  to  whom  he  sells  his  oil. 

The  Chairman.  The  cases  referred  to  by  Miss  Rankin  are  com- 
paratively rare.  You  would  not  find  many  instances  of  that  kind 
where  men  actually  produced  the  oil,  refined  it,  and  distributed  it. 

Mr.  Ball.  No  ;  you  find  but  few  large  competitors  of  the  Standard. 

The  Chairman.  There  arc  very  few  big  enough  to  compete  with 
the  Standard,  and  very  few  companies  that  own  pipe  lines — is  not 
that  true? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  But  that  is  not  true  of  refiners? 

Mr.  Ball.  No. 

The  Chairman.  A  refinery  represents  a  comparatively  small  in- 
vestment as  compared  to  a  pipe  Ime.    That  is  true,  is  it  not? 

Mr.  Ball.  Yes. 

The  Chairman.  The  ])ipe  lines  are  the  things  which  cost  money, 
and  very  few  companies  have  them. 

Mr.  Ball.  Yes.  The  figures  you  were  given  yesterday  on  the 
cost  of  a  refinery  arc  much  lower  than  anything  we  can  show  in 
Wyoming.  I  was  surprised  at  the  low  figures  given  on  refineries  in 
Oklahoma. 

The  Chairman.  I  do  not  think  I  gave  those  figures.  I  think  Mr. 
Rice  gave  them ;  but  I  think  he  is  right  about  them. 

Mr.  Ball.  I  called  for  an  estimate  on  a  3,000-barrel  refinery  in 
Wyoming  and  was  given  an  estimate  of  $450,000.  That  estimate 
comes  from  a  man  who  has  just  completed  or  is  about  to  complete  a 
refinery.  Of  course,  those  figures  were  based  on  the  present  price 
of  materials,  and,  of  course,  materials  are  high. 

The  Chairman.  Steel  is  out  of  sight  now,  labor,  and  everything 
else. 
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Mr.  Ball.  Yes;  but  that  is  a  pretty  big  figure. 

The  Chairman.  We  have  86  refineries  in  Oklahoma  and  we  have 
about  6  pipe  lines,  have  we  not,  Mr.  Rice  ? 

Mr.  Rice.  Yes. 

The  Chairman.  So  that  shows  the  proportion  of  people  who  can 
go  into  the  refining  business  and  those  who  can  go  into  the  pipe-line 
business. 

Mr.  Ball.  I  do  not  consider  a  man  who  is  in  the  refining  business 
alone  or  a  man  who  produces  his  oil  and  refines  it  as  independent. 
As  long  as  he  must  sell  his  production  to  the  Standard,  or  to  some- 
body else,  he  is  dependent  on  them. 

Tne  Chairman.  The  company  that  owns  the  pipe  line  and  tank 
cars  is  the  one  that  dictates  the  terms,  and  the  other  producers  must 
follow  them,  whether  it  be  the  Dutch  Shell,  the  Standard,  or  who- 
ever they  are — is  not  that  true? 

Mr.  Ball.  Yes. 

Mr.  Rice.  There  are  a  number  of  refineries  in  Oklahoma  that  own 
tank  cars,  and  who  are  thus  able  to  distribute  their  product. 

Mr.  Ball.  Those  people  who  own  tank  cars  and  distribute  their 
oil  are  independent.  I  do  not  think  that  the  man  who  merely  refines 
his  own  oil  and  then  sells  it  to  somebody  else  is  benefiting  the  con- 
sumer in  any  way.  If  he  has  no  way  of  distributing  it  except  by 
selling  it  to  somebody  else  he  is  not  aealing  with  the  public  direct, 
because  somebody  collects  an  intermediate  profit. 

The  Chairman.  Such  a  man  is  not  clear  of  the  clutch  of  monopoly 
by  reason  of  his  refining  the  oil,  because  the  refined  product  is  not 
susceptible  of  ordinary  handling,  it  being  necessary  to  nave  a  certain 
kind  of  equipment? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Gasoline  is  never  run  through  pipe  lines? 

Mr.  Ball.  No;  it  is  a  tank-car  proposition. 

The  Chairman.  After  it  is  refined? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Do  not  the  railroads  have  some  tankage  which 
ftey  fumidi  ? 

Mr.  Ball.  Very  little. 

The  Chairman.  It  is  all  owned  by  private  companies? 

Mr.  Ball.  Practically  all. 

The  Chairman.  So  if  I  had  an  oil  well  in  the  Gushing  field,  in 
the  Healdton  field,  or  any  other  Oklahoma  field,  and  refined  my  oil 
in  a  refinery  that  cost  me  $25,000  or  $30,000,  as  was  suggested  by 
Mr.  Rice,  or  even  $200,000,  could  I  not  ask  the  corporation  com- 
mission of  the  State  to  force  the  railroad  companies  to  set  tank  cars 
for  me  and  handle  my  product  ? 

Mr.  Ball.  I  think  not. 

The  Chairman.  And  I  would  still  be  in  the  clutches  of  the  monop- 
oly to  the  extent  that  I  could  not  get  tank  cars  unless  furnished  to  me 
through  that  monopoly? 

Mr.  Ball.  I  think  that  is  true. 

Mr.  ScxyiT.  Could  not  an  individuat  secure  relief  through  the  In- 
terstate Commerce  Commission  as  against  a  private  car  company? 

Mr.  Ball.  You  are  getting  me  over  my  depth,  but  I  think  there 
^as  a  Supreme  Court  decision  not  long  ago  to  the  effect  that  a  rail-  , 
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road  company  can  not  be  forced  to  furnish  tank  cars.    Does  any- 
body know  whether  I  am  right? 

Mr.  EiCE.  That  case  went  up  from  Pennsylvania. 

The  Chairman.  Mr.  Scott's  question  goes  a  little  further  than 
that.  His  question  is:  Could  not  a  private  company,  which  was 
doing  an  interstate  business,  be  forced  to  set  those  cars  and  allo^ 
them  to  be  loaded  as  a  common  carrier. 

Mr.  Bice.  That  question  is  now  pending  in  Oklahoma  and  before 
the  Interstate  Commerce  Commission. 

The  Chairman.  It  is  a  tremendously  interesting  question,  be- 
cause even  if  a  producing  company  went  ahead  and  erected  a  refinery 
it  would  still  be  at  the  mercy  of  those  who  control  the  distribution, 
unless  it  adhered  to  all  the  postings  of  prices  and  the  regulatory 
provisions  of  the  handling  of  the  product. 

Mr.  Ball.  Yes;  that  is  right. 

The  Chairman.  Go  ahead  with  your  theory  and  tell  us  what  you 
are  going  to  do  about  the  problem. 

Mr.  Ball.  What  I  woilld  do  would  be  to  give  a  sufficient  number 
of  leases  so  that  a  man  could  become  independent.  If  he  gets  one 
lease  that  is  exceptionally  productive  he  is  all  right,  but  if  he  gets 
one  lease  that  is  not  so  productive  he  is  not  so  well  off. 

The  Chairman.  We  will  say  there  are  10,000  applicants  for  leases 
in  Wyoming — and  I  am  told  there  are  many  more  than  that. 

Mr.  Ball.  More  than  10.000? 

The  Chairman.  I  am  told  so.  How  many  would  you  say  there 
are? 

Mr.  Ball.  I  would  not  have  expected  that  many. 

The  Chairman.  How  many  would  you  say? 

Mr.  Ball.  I  would  say  half  that  manv. 

The  Chairman.  Well,  we  will  say  5,000.  You  would  say  there  are 
5,000  claimants  trying  to  secure  some  of  that  land  for  the  production 
of  oil  ? 

Mr.  Ball.  Yes. 

The  Chairman.  Which  one  of  those  claimants  would  you  give 
enough  of  this  field  in  order  to  enable  him  to  compete  with  the 
Standard,  becauj^e  you  can  not  give  it  to  all  of  them.  Which  one 
would  you  sincfle  out  so  that  he  might  compete  with  the  Standard? 

Mr.  Ball.  Th*^re  is  a  chance  that  there  is  priority  in  the  applica- 
tions Gont  in.  The  competitive  biddirg  idea  has  certain  things  to 
coinmpnd  it  and  certain  things  to  condemn  it.  Of  course,  it  means 
that  the  man  with  the  greatest  capital  has  the  greatest  initial  ad- 
vantage. 

The  Chairman.  You  could  net  take  the  Wyoming  field  and  split 
it  up  into  5. 000  units  laro;^  enough  to  compete  with  the  Standard, 
and  that  boing  so,  just  what  method  would  you  adopt  in  sifting  out 
the  cne  1  who  Fhould  be  given  enough  of  the  field  to  be  able  to  com- 
pete with  the  Standard? 

Mr.  Ball.  If  there  is  any  prioritv  in  filing  those  claims  I  should 
take  the  man  who  had  first  applied  and  ascertain  whether  he  was 
fitted  by  financial  ability  and  experience  to  develop  the  land.  I  do 
not  mean  that  he  would  have  to  be  a  Standard  Oil  man.  a  Eoxana 
man,  or  any  particular  man,  but  I  would  take  him  if  he  had  money 
enough  to  go  ahead  with  the  development  of  that  field. 
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The  CHAiRifAN.  You  would  first  investigate  his  ability  to  carry  on 
the  work  in  such  a  way  as  to  become  big  enough  to  become  a  competi- 
tor of  the  Standard. 

Mr.  Ball.  Yes;  but  that  would  not  mean  that  he  needed  all  of  his 
capital  to  start  with. 

Mr.  Taylor.  Is  not  that  a  psychological  question,  and  would  it  not 
be  pretty  hard  to  determine  it? 

Mr.  Ball.  Yes ;  it  would  lead  to  a  great  many  difficulties. 

The  Chairman.  That  would  be  a  pretty  prominent  element,  what 
his  financial  ability  was. 

Mr.  Ball.  Yes ;  if  he  had  the  ability  to  go  ahead  with  the  propo- 
sition I  would  let  him  have  it. 

The  Chairman.  If  you  were  the  Secretary  of  the  Interior  and  in 
charge  of  this  branch  of  the  work,  you  would  do  that  ? 

Mr.  Ball.  I  think  I  would. 

The  Chairman.  You  would  say  to  the  man  big  enough,  "  You  can 
go  ahead  and  compete  with  the  Standard  Oil  Co.,"  and  let  him  have 
a  large  share  and  not  give  the  others  any? 

Mr.  Ball.  I  think  that  is  it. 

The  Chairman.  If  you  were  a  member  of  this  committee  and  a 
Member  of  the  House,  would  you  take  that  position  ? 

Mr.  Ball.  I  think  so,  because  the  public  interest  leans  that  way, 
rather  than  giving  a  reward  to  each  of  the  6,000. 

The  Chairman.  Do  you  not  think  there  would  be  danger  of  the 
Standard  taking  that  monopoly  over,  so  that  we  would  still  have  one 
monopoly,  as  we  have  now  ? 

Mr.  Ball.  I  think  you  have  it  in  your  power  to  provide  against 
that  in  vour  legislation. 

The  Chairman.  Pray  tell  us  how — and  like  the  wings  of  ea^le, 
it  will  be  both  swift  and  certain !  The  statutes  have  been  providing 
that  for  a  long  time,  and  the  Department  of  Justice  has  been  empow- 
ered to  act  for  a  long  time,  but  we  have  not  accomplished  very  much 
after  they  once  got  their  clutches  on  to  it.  This  is  a  condition  not 
a  theory. 

Mr.  B.ALL.  Except  you  have  real  competition  in  the  oil  business 
to-day,  which  you  did  not  have  a  few  years  ago. 

The  Chairman.  Where  is  there  such  wholesome  competition  as  you 
speak  of? 

Mr.  Ball.  It  has  resulted  in  part  from  the  existence  of  the  Texas 
and  of  the  Gulf. 

The  Chairman.  Just  where  and  when  has  that  reduced  the  price 
to  the  consumer  one  penny  ?  Or  changed  the  postings  of  the  Stand- 
ard one  penny  in  anv  field  or  in  any  part  of  the  United  States  ? 

Mr.  Ball.  I  thinfe,  Mr.  Ferris,  that  that  is  a  thing  you  and  I  can 
not  determine,  because  we  can  not  tell  what  price  the  Standard  would 
have  posted  if  there  had  not  been  this  potential  competition. 

The  Chair3ian.  Why  is  it  that  Gushing  oil,  which  is  pumped 
through  a  pipe  line  from  Cashing  to  Whiting,  Ind.,  or  to  New  Jersey, 
should  be  sold  on  the  streets  of  Washington  at  precisely  the  same 
price  that  it  is  sold  for  in  the  town  of  Cushing,  where  it  is  not  hauled 
at  all,  and  right  under  the  eaves  of  both  the  well  and  the  refinery  ? 

Mr.  Ball.  Or  why  is  it  that  gasoline  sells  for  more  at  the  refinery 
gate  in  Casper  than  in  Washin^on  ? 
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The  Chairman.  What  is  the  answer  for  that?  Is  there  not  just 
one  conclusion  to  be  drawn — ^that,  due  to  the  monopoly,  due  to  the 
pine-line  facilities  and  carrying  facilities,  there  is  no  way  to  break 
into  that  other  than  through  some  sort  of  Federal  regulation  or  Fed- 
eral pressure  of  some  sort,  and  should  we  not  guard  against  them, 
here  and  elsewhere,  as  our  solemn  duty  to  the  public  ? 

Mr.  Ball.  I  do  not  know;  you  have  gotten  into  an  economic  (juei?- 
tion  that  I  confess  is  too  big  for  me.  I  have  thought  about  it  a  lot, 
and  I  think  that  if  the  Texas  Co.,  the  Gulf  Co.,  and  the  Sinclair  Co. 
were  not  in  the  field  the  price  of  gasoline  would  probably  be  higher  in 
both  Cushing  and  Washing^ton  than  it  is  to-da^^ 

The  Chairman.  You  think  they  have  had  the  effect  of  holding 
down  the  price  to  some  extent  all  over  the  country  ? 

Mr.  Ball.  Yes.  Somebody  asked  yesterday  why  a  non- Standard 
company  should  not  charge  as  much  for  its  gasoline  as  the  Standard 
charges,  since  a  higher  price  means  more  profits  than  a  lower  price. 
That  is  true  so  long  as  market  conditions  are  such  that  there  is  plenty 
of  business  for  everybody,  but  let  business  get  tight,  let  the  demand 
get  a  little  slack,  and  if  the  posted  price  is  too  high  somebody  will  cut 
it  in  order  to  get  additional  business. 

The  Chairman.  And  if  somebody  cuts  the  price  immediately,  they 
withdraw  the  carrying  facilities  and  immediately  withdraw  the  tank- 
agefromhim. 

Mr.  Ball.  I  believe  that  would  go  with  small  competitors,  but  not 
with  the  Texas,  Gulf,  or  Sinclair,  or  with  the  big  California  com- 
petitors. 

The  Chairman.  How  sure  are  you  that  the  Sinclair  is  a  non-Stand- 
ard company  ? 

Mr.  Ball.  I  would  not  want  to  make  an  affidavit  to  it,  but  that  is 
the  impression. 

The  Chairman.  And  as  to  the  others,  the  Gulf  and  the  Texas,  how 
certain  are  you  that  they  are  non-Standard  companies? 

Mr.  Ball.  Well,  the  Standard  interests  own  25  per  cent  of  the 
Texas  stock,  I  understand.  On  page  144  of  the  Federal  Trade  Com- 
mission's "  Report  on  the  Price  of  Gasoline  in  1915  "  I  find  the  fol- 
lowing language :  "  Standard  stockliolders  owned  about  30  per  cent 
of  the  stocK  of  the  Tidewater  Oil  Co.  and  about  25  per  cent  of  the 
stock  of  the  Texas  Co.,  which  are  here  classed  as  '  mdependent.' " 
This,  you  will  observe,  is  a  Government  report,  and  not  merely  my 
view  of  the  matter.  Clearly  the  inference  is  that  they  are  lx>th 
Standard  interests. 

The  Chaieman.  They  probably  borrow  their  money  at  the  same 
place,  and  his  first  name  is  probably  "  John  D." 

Mr.  Ball.  But  that  is  not  a  controlling  interest,  so  far  as  here 
disclosed. 

The  Chairman.  Do  you  know  of  an  instance  in  the  country  where 
either  the  Gulf,  the  Sinclair,  or  the  Texas  have  sought  to  lower  the 
price  or  have  actually  lowered  the  price  of  the  commodity  ? 

Mr.  Ball.  No,  I  ^o  not ;  and  it  may  be  that  this  is  evidence  of  a 
community  of  interest. 

The  Chairman.  Did  you  hear  the  story  told  by  Mr.  Henderson? 

Mr.  Ball.  Yes. 

The  Chairman.  Out  of  the  record  ? 
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Mr.  Ball.  Yes,  sir;  I  heard  that. 

The  Chairman.  How  did  that  impress  yout . 

Mr.  Ball.  I  think  the  ramifications  were  drawn  a  little  too  far  to 
mean  very  much.  If  you  carry  your  reasonins  that  far,  you  come  to 
the  conclusion  that  all  industry  in  the  Unitea  States  is  controlled  in 
New  York  City  and  in  a  comparatively  restricted  area  on  Wall  Street. 

The  Chairman.  That  is  where  they  generally  go  when  they  get  in 
trouble,  is  it  not  ? 

Mr.  Ball.  Yes,  sir. 

Mr.  Elston.  If  it  is  true  that  the  Standard  can  set  any  price  it 
wishes  to  set  hj  reason  of  its  control  of  transportation,  pipe  lines,  and 
so  on,  why  is  it  that  in  California  a  few  years  a^o,  gasoline,  we  wiU 
say,  was  aown  to  17  cents,  and  why  is  it  up  higher  now,  and  why  is 
crude  oil  lower  when  it  is  purchased  by  the  Standard,  as  it  is  out 
there  to  a  large  extent,  and  sometimes  higher.  Do  you  not  think  that 
the  supply  and  demand  and  competition  in  price  nxing  has  some  ef- 
fect on  the  price? 

Mr.  Ball.  I  think  it  has.  I  think  the  California  situation  is  a  good 
example  of  what  may  be  done  by  sufficiently  big  competition. 

Mr.  McCuNTic.  Mr.  Ball,  in  this  testimony  it  has  developed  that  a 
price  of  $1.50  is  being  obtained  for  gasoline  when  sold  abroad.  Do 
not  the  Standard  Oil  Co.  and  the  Dutch  Shell  Co.  own  their  own 
tank  steamers? 

Mr.  Ball.  Yes;  they  own  their  tankers,  and  so  do  some  of  the 
other  companies. 

Mr.  McClintic.  That  being  the  case,  they  are  obtaining  an  enor- 
mous profit  on  all  the  gasoline  shipped  abroad. 

Mr.  Ball.  I  think  the  Dutch  Shell  is  shipping  no  gasoline ;  I  think 
that  is  true. 

Mr.  McOlintic.  But  you  are  shipping  crude  oil  ? 

Mr.  Ball.  Some  crude  oil;  yes,  sir;  Mr.  Bice  knows  more  about 
that  than  I  do;  he  knows  just  what  is  being  done,  but  I  think  some 
fuel  oil  is  being  sold  to  Canada. 

Mr.  McClinhc  If  they  are  charging  $1.60  per  gallon,  then  the 
price  is  controlled  by  the  Standard  Oil  Co.  and  the  Dutch  Shell,  and 
they  are  making  enormous  profits. 

iSlr.  Ball.  Well,  of  course,  I  .do  not  know  the  cost  of  ocean  trans- 
portation, Mr.  McClintic ;  but  if  there  is  a  profit  in  there,  somebody 
IS  making  it,  of  course. 

The  Chaibkan.  Before  you  get  through  I  wish  you  would  take  up 
H.  R.  3232  and  point  out  the  provisions  you  think  are  going  to  be  dis- 
astrous to  the  Government  and  to  the  public  generafly,  and  I  wish 
you  would  oflPer  the  specific  amendments  which  you  tidink  ought  to 
^  put  in  the  bill. 

&Ir.  Taylor.  Let  us  get  down  to  actual  facts,  to  a  cash*  basis,  and 
see  wherein  this  is  going  to  be  a  calamity  to  the  Government  and  an 
outra^  upon  the  public.  Ju«t  put  your  finger  on  the  iniquities  in 
this  bill  and  let  us  look  at  them. 

The  Chairman.  WiU  you  point  out  in  H.  R.  8232,  by  page,  section. 
and  line,  just  where  you  think  the  objectionable  words  in  this  bill  are? 

Mr.  Ball.  You  will  understand  that  if  I  make  any  suggestions  of 
this  sort  I  may  get  in  crudities  of  wording.  Now,  on  page  11,  section 
9,  line  22 

47476—18 ^16 
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The  Chairman  (interposing).  Just  read  the  Itin^age  which  yon 
think  is  bad,  and  which  you  think  ouffht  to  be  stricken  out,  if  yoo 
will,  and  insert  what  language  ought  to  oe  included. 

Mr.  Ball.  Before  I  do  this,  let  me  say — ^and  this  is  a  little  bit  in  the 
nature  of  a  confession — ^that  I  have  not  pinned  my  own  mind  down 
to  the  area  that  I  think  is  absolutely  best  Moreover,  when  I  state 
an  area  I  should  like  to  have  it  understood  as  strictly  a  maximum; 
not  the  area  that  is  to  be  granted  in  every  case,  but  as  the  area  that  is 
to  be  granted  where  remoteness  from  transportation,  remoteness  from 
market,  or  other  conditions  make  it  necessary  to  get  that  much 
acreage. 

The  Chairman.  Just  so  we  may  get  started,  what  is  the  maximum 
area  that  you  would  suggest  for  a  proven  field! 

Mr.  Ball.  Not  more  than  2,5C0  acres. 

The  Chairman.  What  is  the  maximum  area  you  would  give  for 
an  unproven  or  wildcat  territory  t 

Mr.  Ball.  Not  more  than  4,800  acres. 

Mr.  Lenroot.  Would  you  leave  it  to  the  discretion  of  the  Secre- 
tary of  the  Interior  to  make  it  a  less  number  of  acres? 

Mr.  Ball.  Yes,  sir ;  I  think  so ;  either  leave  it  to  the  Secretary  of 
the  Interior  or  put  some  such  language  in  the  bill.  Of  course,  it 
would  be  possible  to  write  in  hero  just  the  area,  depending  upon 
whether  the  lease  was  more  than  50  miles  from  a  railroad,  a  pipe 
line,  or  something  of  that  sort. 

Mr.  Lenroot.  Is  not  that  already  provided  in  the  bill  ? 

Mr.  Ball.  No. 

Mr.  Lenroot.  In  the  case  of  2,560  acres,  would  you  have  the  Sec- 
retary of  the  Interior  exercise  the  discretion  of  granting,  say,  ICO 
acres? 

Mr.  Ball.  Yes,  I  would,  because  there  are  areas  where  much  of 
the  land  is  already  patented,  and  there  is  no  particular  advantage, 
so  far  as  the  waste  feature  of  the  thing  is  concerned,  in  making  a 
large  lease  for  a  number  of  scattered  tracts. 

Mr.  Lenroot.  What  object  is  there  at  all  in  having  a  prospecting 
lease  in  an  absolutely  proven  field  ? 

Mr.  Ball.  I  do  not  see  that  there  is  any  object  in  a  prospecting 
permit  in  a  proven  field.  In  some  suggestions  that  I  made  to  the 
Senate  committee  last  summer,  in  writing,  I  recommended  the 
abolition  of  the  prospecting  permit  in  proven  territory,  not  because 
I  think  it  vicious,  but  because  I  think  it  unnecessary. 

Mr.  Lenroot.  In  an  unproven  field,  where  you  suggest  4,800  acres, 
would  you  also  leave  it  to  the  discretion  of  the  Secretary  of  the 
Interior  to  make  it  640  acres,  if  he  saw  fit? 

Mr.  Ball.  Yes ;  I  think  so. 

The  Chairman.  What  language  would  you  strike  out  and  what 
language  would  you  incorporate  instead  ? 

Mr.  Ball.  In  line  22  I  would  strike  out  640.  acres  and  insert  2,560. 

The  Chairman.  What  is  your  next  amendment? 

Mr.  Ball.  Next,  I  would  strike  out  in  line  24— — 

The  Chairman  (interposing).  That  is  on  the  same  page? 

Mr.  Ball.  Yes.  I  would  strike  out  the  words  "  ten  miles  from  any 
producing  oil  or  gas  well "  and  would  substitute  either  the  Senate 
amendment  on  that  point— — 
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The  CnAiRMAX  (interposmg).  What  is  that?  What  would  you  put 
in  there  in  substance? 

)fr.  Tatlor.  You  mean  geologic  structure? 

Ih.  Ball.  Ye&  sir. 

Mr.  Tatlor.  xou  think  geologic  structure  is  sufficiently  definite? 

Mr.  Ball.  I  would  say  either  substitute  the  Senate  wording,  which 
is  geologic  structure,  or  the  wording  suggested  by  Air.  Hares  in  the 
letter  read  yesterday. 

Mr.  Tatlor.  Domes  or  anticlines? 

Mr.  Ball.  Yes ;  something  of  that  sort 

The  Chair3ian.  The  substance  of  that  would  be  that  you  would 
be  in  favor  of  giving  a  company  a  lease  on  each  dome  in  any  State 
instead  of 

Mr.  Ball  (interposing).  No;  this  has  nothing  to  do  with  that. 
This  is  simply  a  distinction  between  a  proven  field  and  wildcat 
territonr. 

The  Chairman.  That  is  one  of  your  amendments  on  page  15,  is  it 
not! 

Mr.  Ball.  Yes;  but  the  amendment  you  suggest  was  not  intro- 
duced in  the  Senate;  this  is  simply  a  matter  oi  the  distinction  be- 
tween a  proven  field  and  wildcat  territory. 

Mr.  Elston.  If  another  geologic  structure  were  found  some  miles 
ttway,  but  they  are  separate  units  entirely,  you  would  allow  a 
prospecting  permit  on  the  other  structure,  wouli  you  not  ? 

Mr.  Ball.  I  would  permit  a  prospecting  lease  on  the  second  one 
and  of  a  larger  acreage. 

The  Chairman.  I  thought  you  stated  a  moment  ago  that  you 
thought  it  unnecessary  to  grant  a  prospecting  permit  in  a  proven 
field. 

Mr.  Elston.  I  am  speaking  about  a  geologic  structure  which  is  in 
&  new  unproven  pool,  within  8  miles  of  an  ascertained  field.  Of 
course,  the  new  one  would  be  wild-cat  territory,  but  within  3  miles 
of  ascertained  territory. 

Mr.  Ball.  There  are  two  ways  of  distinguishing  between  proven 
and  unproven  territory:  One  is  with  a  yardstick,  the  other  by 
geologic  evidence  or  something  of  that  sort. 

The  Chairman.  Just  in  a  few  words  will  you  proceed  to  tell  us 
^hy  the  limitation  of  10  miles  is  bad,  and  why  yours  is  better? 

Mr.  Ball.  I  think  any  arbitrary  limitation  is  bad  and  unneces- 
sary. I  have  in  mind  some  territory  three-quarters  of  a  mile  from  a 
producing  well  in  Wyoming,  which  is  not  only  unproven  but  im- 
possible. It  is  granite,  and  you  couldn't  get  anything  out  of  it 
at  all. 

The  Chairman.  So  your  suggestion  is  that  it  ought  to  go  by  domes 
and  anticlines  rather  than  by  any  hard-and-fast  rule  of  acreage  or 
distance? 

Mr.  Ball.  Yes,  sir. 

Mr.  Lenroot.  I  wish  you  would  state  more  definitely  how  you 
propose  to  change  this  section. 

Mr.  Ball.  Suppose  I  stick  to  the  Senate  amendment,  pa^e  15, 
lines  20  to  30,  on  the  right-hand  side  here.  ^ 

Mr.  Lenroot.  You  approve  of  that? 

Mr.  Ball.  Yes.  That  would  mean  striking  out  line  24  of  the 
bill  as  it  stands,  page  11  of  the  House  bill.    Strike  out  the  words 


240  OIL  LBASIVO  UkHDCk 

^^  within  10  miles  from  an^  producing  oil  or  gas  well,**  and  sabstitnto 
therefor  the  words  "  if  within  the  judgment  of  the  Secretary  of  the 
Interior  the  same  are  situated  within  the  geologic  structure  of  a 
producing  oil  or  gas  field.^ 

Then,  m  line  25, 1  would  strike  out  the  words  ^  two  thousand  five 
hundred  and  sixty  "  and  insert  in  lieu  thereof  the  words  "  four  thou- 
sand eight  hundred." 

The  Chairman.  That  has  the  effect  of  doubling  the  area.  Is 
that  it? 

Mr.  Ball.  Yes ;  practically  doubles  it. 

Then,  on  page  12,  line  2, 1  would  strike  out — ^lines  2  and  3 — strike 
out  the  words  '^  and  are  situated  over  10  miles  from  any  producing 
oil  or  gas  well"  and  substitute  the  Senate  amendment,  "if  in  the 
judgment  of  the  Secretary  of  the  Interior  the  same  -are  not  situated 
within  the  geologic  structure  of  a  producing  oil  or  gas  field."  That 
is  the  same  idea. 

I  don't  think  there  are  any  further  changes  in  that  section  that  I 
would  suggest. 

Mr.  Raker.  The  reason  for  that  is  that  one  is  definite  and  the 
other  is  indefinite? 

The  Chairman.  One  is  practical,  as  he  believes,  and  the  other  is 
unpractical. 

Mr.  Ball.  Yes;  that  is  about  it. 

The  Chairman.  He  thinks  oil  goes  by  anticlines  and  domes, 
which  it  does,  and  not  by  miles. 

Mr.  Ball.  Yes,  sir.  Now,  in  section  10,  page  14,  line  6,  I  would 
strike  out  the  words  "patent  for  one- fourth"  and  substitute  the 
words  "  lease  for  all  or  any  part." 

Mr.  Lenroot.  Will  you  state  that  again? 

Mr.  Ball.  I  Would  strike  out  the  words  "  patent  for  one- fourth  " 
and  substitute  the  words  "lease  for  all  or  any  part."  I  happen 
personally  not  to  believe  in  patenting. 

The  Chairman.  Would  you  leave  that  to  the  discretion  of  the 
Secretary  of  the  Interior  or  to  the  applicant?  That  is  a  very  im- 
portant distinction,  whether  you  do. 

Mr.  Ball.  Yes. 

The  Chairman.  Because  the  secretarv  might  conclude  that  160 
acres  was  enough,  but  under  your  amendment  he  would  be  forced  to 
let  the  applicant  take  it  all  or  any  part  of  it. 

Mr.  Ball.  Yes;  I  think  the  Secretary  of  the  Interior's  discretion 
shoiild  be  exercised  when  he  issues  the  prospecting  permit. 

The  Chairman.  You  think  the  preference  ri^ht  should  run  to  the 
applicant  to  take  all  or  any  part,  the  discretion  being  left  to  the 
applicant  and  not  to  the  Secretary  of  the  Interior? 

Mr.  Ball.  Yes,  sir. 

Mr.  Elston.  And  cut  out  the  patent  right  altogether? 

The  Chairman.  Give  him  the  preference  right  to  lease? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  What  is  the  next  now? 

Mr.  Lenroot.  Before  you  leave  that — would  you  leave  it  that  way? 
If  you  leave  it  that  way — ^that  lease — what  will  be  the  terms  of  that 
lease? 

Mr.  Ball.  I  think  you  will  have  to  put  something  in  there  to  cover 
that. 
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Mr.  Elston.  Would  you  have  the  lease  subject  to  all  the  terais 
and  things  provided  herein — have  the  whole  bill  apply  to  these 
leases? 

Mr.  Ball.  Yes,  sir. 

Mr.  Lenroot.  What  royalty  would  you  fix? 

Mr.  Ball.  Fix  the  same  royalty  you  would  fix  in  any  other  lease. 

Mr.  Lenroot.  But  the  other  leases  are  subject  to  competitive  bid- 

Mr.  Ball.  I  don't  think  there  is  likely  to  be  competitive  bidding  on 
royalties. 

Mr.  Lenrix>t.  You  would  fix,  then,  a  flat  minimum  royalty,  would 
yon  ? 

Mr.  Ball.  I  would,  for  the  man  who  discovers  oil,  the  first  dis- 
coverer in  a  new  field. 

Mr.  Lenroot.  You  would  fix  that  as  a  reward  to  him? 

Mr.  Ball..  As  an  encouragement  to  him  to  go  into  new  fields.  I 
don't  like  tlie  reward  idea  much  from  any  angle.  It  is  the  encour- 
agement idea  that  I  like  better. 

Mr.  Lenroot.  You  think  that  is  necessary,  do  you,  to  give  him  the 
whole  area  for  that  encouragement? 

Mr.  Ball.  Yes ;  I  do,  provided  that  the  Secretary  pt  the  Interior 
exercises  his  discretion  and  doesn't  give  the  maximum  area  where  it 
isn't  needed. 

Mr.  Lenroot.  Don't  you  think  he  has  got  a  very  much  larger  area 
to  prospect  on  than  would  be  necessary  for  him  to  discover  oil? 

Mr.  Ball.  Well,  of  course,  there  is  always  a  chance  in  each  pros- 
pecting area  that  he  takes — ^he  chooses  the  area  of  his  prospecting 
permit  before  he  drills,  picks  on  the  geologic  evidence,  supposedly — 
and  there  is  always  a  chance  that  the  geologic  structure  may  be  half 
a  mile  off  from  where  he  expects  it  to  be,  so  that  part  of  the  prospect- 
ing permit  would  be  valueless. 

Mr,  Elston.  You  mean  that  if  tbe  prospecting  permit  covered 
^800  acres,  he  might  drill  in  such  a  part  as  to  make  valuable  for  oil 
purposes  only  10  acres  out  of  the  total  area. 

Mr.  Bali*  Yes. 

^r.  Elston.  And  he  might  discover  10,000  acres  that  would  be 
available  for  competitive  leasing  for  other  persons? 

Mr.  Ball.  Yes,  sir.  ^ 

Mr.  Elston.  That  is  the  extreme  of  it,  of  course. 

Mr.  Ball.  Yes;  that  would  be  a  tremendous  injustice,  I  think. 

The  Chairman.  What  would  you  fix  in  this  bill  as  the  royalty  to 
charge? 

Mr.  Ball.  I  don't  think  I  would  fix  it  in  the  bill. 

The  Chairman.  Would  you  make  a  minimum  or  maximum  ? 

Mr.  Ball.  I  am  just  a  little  afraid  of  a  minimum  for  this  reason — 
that  when  a  well  gets  down  to  a  very  small  production  it  is  sometimes 
advisable  to  reduce  the  royalty  in  order  to  induce  the  men  who  owns 
it  to  continue  to  produce.  That  is  the  only  reason  that  I  am  afraid 
of  a  minimum  royalty.  Otherwise  I  believe  in  it.  I  am  not  much 
in  favor  of  a  maximum  royalty^  because  conditions  change  and  might 
make  it  necessary  to  put  on  a  higher  royalty  at  some  future  time. 

The  Chairman.  You  say  you  are  opposed  to  a  maximum  royalty  ? 

Mr.  Ball.  No;  I  am  not  much  in  favor  of  it.  I  haven't  much 
feelmg  on  it  one  way  or  the  other. 
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The  Chairman.  If  it  develops  in  a  given  field,  like  the  Gushing 
field,  or  like  the  Osage  field,  or  like  some  of  the  producing  fields  in 
Coalinga  and  Kern  Kiver  or  in  Wyoming,  that  men  were  offering 
25  per  cent  royalty,  \vhat  would  become  of  the  Congress  or  the  Sec- 
retary of  the  Interior  that  would  have  allowed  a  maximum  provi- 
sion for  an  eighth  or  a  tenth  to  be  inserted  in  the  bill  ? 

Mr.  Ball.  I  don't  think  a  maximum  provision  of  an  eighth  or  a 
tenth  ought  ever  to  go  in  the  bill.    It  is  too  low. 

Mr.  Elston.  Except  for  the  person  who  takes  out  a  projecting 
permit  and  makes  discovery  under  it?     Do  you  think  that  is  nghtt 

Mr.  Ball.  Let  me  make  one  thing  clear  that  I  have  in  my  mind.  I 
don't  think  it  is  ever  goin^  to  be  advisable  to  bid  competitively  on 
royalties,  because  of  the  thing  I  just  mentioned.  You  start  with  a 
high  royalty,  fixed  when  a  field  is  producing  heavily,  when  each  well 
is  producing  heavily,  but  as  the  wells  begin  to  drop  off  there  comes 
a  time  when  the  operator  can't  pay  the  royalty  and  operate  the  well 
at  a  profit,  and  if  the  royalty  is  a  high  fixed  royalty  the  well  is  going 
to  be  abandoned  and  the  oil  will  be  lost. 

The  Chairman.  How  would  you  determine  priorities? 

Mr.  Ball.  In  what  connection  ? 

The  Chairman.  Suppose  the  leasing  bill  passes,  and  suppose  the 
Secretary  of  the  Interior  under  it  blocks  on  this  area;  suppose  20 
perfectly  good  men  or  companies,  all  capable  of  doing  wliat  they 
agree  to  do,  apply  for  a  given  tract ;  who  will  determine  which  one 
shall  have  it? 

Mr.  Ball.  If  they  are  going  to  bid  at  all,  it  is  much  better  to  bid 
on  bonuses  than  on  royalties. 

The  Chairman.  What  will  you  do  with  the  criticism  that  will 
necessarily  follow  that  the  man  with  money  gets  the  land  and  the 
man  without  money  can  not  get  it? 

Mr.  Ball.  Well,  that  is  to  a  large  extent  a  valid  criticism.  At  the 
same  time  the  man  without  money  can  not  develop  after  he  gets  it 
But  to  meet  that,  the  man  who  spends  all  his  money  in  getting  it  is 
not  going  to  have  any  money  left  to  develop  with  after  he  gets  it 
That  is  the  difficulty. 

The  Chairman.  But  you  have  got  a  matter  to  deal  with  before  you 

§et  to  that  stage.  Here  is  an  administrative  officer,  we  will  say, 
ecretary  Lane.  He  has  40  bona  fide  applicants  for  a  given  tract  of 
land  that  belongs  to  the  Government  and  which  is  up  for  lease  imder 
this  law — and  this  is  not  an  unreasonable  case;  it  happens  every  day 
down  in  my  own  State  with  Indian  lands — ^liow  would  you  determine 
the  priorities?  Would  you  do  it  by  allowing  them  to  bid  on  the 
royalty  or  allowing  them  to  bid  a  bonus  at  a  given  iwalty?  And 
what  are  the  advantages  and  dissid vantages  of  each  plan? 

Mr.  Baix.  If  I  were  going  to  bid  at  all;  if  I  were  going  to  deter- 
mine it  by  bidding  at  all — I  expressed  a  few  minutes  ago  a  preference 
for  priority — ^but  if  I  were  going  to  permit  bidding  at  all,  I  certainly 
should  bid  on  bonuses  and  a  fixed  royalty  rather  than  bidding  on  the 
royalty  itself.  If  you  bid  on  the  royalty  itself — if  you  permit  bid- 
ding on  the  royalty  itself — ^you  are  in  danger  of  getting  into  the  con- 
dition that  some  of  the  Russian  fields  are  in,  where  royalties  are  as 
high  as  60  and  65  per  cent;  and,  of  course,  such  royalties  can  be  paid 
only  when  the  production  is  large  and  the  wells  are  pumping  them- 
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selves.  After  that  stage  of  high  production  is  past  the  wells  are 
abandoned  and  the  oil  is  lost. 

The  Chairman.  Tliey  are  paying  as  high  as  50  per  cent  in  some 
of  the  California  fields,  aren't  tliey  ? 

Mr.  Baij^I  don't  know  if  they  are  or  not  You  have  had  some 
experience  in  Oklahoma  with  that 

The  Chairman.  They  are  paying  25  per  cent  down  there,  and  a 
bonus  on  top  of  that 

Mr.  Ball.  On  some  of  the  river-bed  lands  in  Oklahoma  the  royalty 
was  bid  way  up. 

Mr.  Taylor.  The  fact  that  the  rich  man  could  not  pet  but  one 
lease  would  have  a  tendency,  would  it  not,  to  rather  curtail  monopoly 
and  restrict  his  energies? 

The  Chairbi AN.  It  would,  but  they  move  in  such  devious  ways  that 
it  is  hard  to  tell  always  just  who  they  are. 

Mr.  Ball.  I  think  they  should  have  more  than  one  lease.  I  don^t 
think  they  should  have  an  unlimited  amount,  though. 

The  Chairman.  They  have  dummies  and  stool  pigeons  in  every 
fence  corner  to  take  leases  for  them,  and  it  is  pretty  hard  to  tell. 

Mr.  Ball.  It  will  take  a  pretty  clever  dummy  to  get  by  the  pro- 
visions you  have  got  in  here. . 

Mr.  Taylor.  You  think  the  dummies  would  land  in  jail,  do  you, 
like  the  bootleggers  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Now,  you  say  you  don't  like  the  bidding  method. 
What  method  do  you  have  for  determining  priorities?  Just  how 
would  you  go  about  it  ? 

Mr.  Ball.  Eepeat  what  I  said  a  while  ago  for  determining  priori- 
ties? 

The  Chairman.  Yes. 

Mr.  Ball.  That  is  getting  pretty  much  into  the  matter  of  adminis- 
tration. 

The  Chairman.  It  is  a  very  important  matter,  Mr.  Ball,  a  thing 
that  will  come  immediately  after  the  passage  of  this  law — something 
that  will  have  to  be  done  every  day. 

Mr.  Ball.  Of  course,  the  critical  part  in  this  law  is  going  to  be  the 
beginning  of  it. 

The  Chairman.  Well,  this  is  the  be^nning.  We  are  right  at  the 
beginning,  the  determination  of  who  will  have  the  leases. 

Mr.  Ball.  After  you  get  past  the  beginning  there  are  not  goins 
to  be  a  great  number  of  applicants  for  any  single  place,  as  a  general 
thing. 

The  Chairman.  Well,  I  think  you  are  mistaken  about  that,  Mr, 
Ball.  The  history  of  oil  leases  does  not  bear  that  out  at  all  in  my 
State. 

Mr.  Lenroot.  Not  if  you  adopt  Mr.  Ball's  suggestion.     [Laughter.] 

The  Chairman.  No  ;  because  one  man  might  get  it  all.  But  there 
are  many  men  who  come  into  my  oflBce  every  day  from  my  State, 
scrambling  with  applications  for  certain  pieces  of  land  down  there 
and  they  are  coming  no  faster  than  they  will  be  for  these  tracts, 

Mr.  Ball.  Well,  your  conditions  are  a  little  bit  peculiar  in  the 
Osage  Nation* 
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The  Chairman.  Now,  if  this  legislation  passes  and  the  Salt  Creek 
field,  for  instance,  is  blocked  off  into  areas  for  leasing  purposes  of 
160,  640,  2,560,  or  4,800,  you  don't  have  any  doubt  that  there  will  be 
a  number  of  men  who  will  try  to  get  those  leases,  do  you  ? 

Mr.  Ball.  In  a  proven  field  I  think  I  would  make  it  competitive 
bidding. 

The  Chairman.  How  would  you  do  it,  as  to  bonus  or  as  to  royalty? 

Mr.  Ball.  As  bonus.    I  am  afraid  of  the  royalty. 

The  Chairman.  You  think  it  would  be  the  duty  of  the  administra- 
tive ofiicer  to  block  this  off  in  leasing  areas  and  then  offer  them  for 
lease  at  a  given  royalty  ? 

Mr.  Ball.  Yes,  sir.  ^ 

The  Chairman.  And  then  ask  for  a  bonus  on  top  of  that? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Of  course,  that  is  what  the  bill  does  here. 

Mr.  Ball.  I  wouldn't  do  that  with  unproven  territory. 

The  Chairman.  The  bill  does  that,  of  course,  here.  It  makes  a 
minimum  royalty  and  a  bonus  on  top  of  that. 

Mr.  Lenroot.  In  unproven  territory,  if  we  adopt  your  suggestion, 
there  would  never  be  any  leases,  because  there  would  be  nothing  to 
lease.    It  would  all  be  covered  by  prospecting  permits. 

Mr.  Ball.  In  unproven  territory  some  one  would  discover  a  new 
field  and  get  a  prospecting  permit,  and  there  wouldn't  be  any  leases 
until  after  that. 

The  Chairman.  We  will  take  a  recess  now  until  2  o'clock  this 
afternoon. 

(Whereupon,  at  12.15  o'clock  p.  m.  the  committee  recessed.) 

AFTER  recess. 

The  committee  reassembled  at  2  o'clock  p.  m.,  pursuant  to  recess. 

The  Chairman.  The  committee  will  come  to  order.  Does  any 
member  of  the  committee  desire  to  ask  Mr.  Ball  any  further  ques- 
tions? 

Mr.  Lenroot.  I  would  like  to  ask  him  two  or  three  questions. 

STATEMENT  OF  MB.  MAX  W.  BALL— Besumed. 

Mr.  Ball.  Before  you  begin,  Mr.  Lenroot,  I  have  some  fibres  here 
that  I  think  possibly  the  committee  would  like  to  have,  uiat  I  did 
not  read  you  m  my  direct  statement. 

The  Chairman.  About  how  much  more  time  will  it  require  to 
put  those  in! 

Mr.  Ball.  They  are  not  material  to  my  statement,  except  that  I 
think  the  committee  would  like  to  have  them. 

The  Chairman.  What  are  those  papers? 

Mr.  Ball.  This  is  a  table  of  the  production  and  value  of  oil  in 
Wyoming  and  Colorado  from  1903  to  1916.    That  is  one. 

This  is  a  table  of  pipe-line  runs  to  various  refineries  in  Wyoming 
in  December,  1917. 

And  this  is  a  table  of  acreage  owned  or  controlled  by  various  com- 
panies in  the  various  fields  of  Wyoming. 
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(The  papers  referred  to  follow :) 

Production  and  value  of  oil  in  Wyoming  and  Colorado, 


Wyomiiic. 

Colorado. 

I«B 

BarreU. 

8,960 

11,542 

8,464 

7,000 

9,839 

17,775 

20,066 

115,430 

186,095 

1,572,306 

2,406,522 

3,560,375 

4,245,625 

6,199,717 

Value. 

862,720 

80,794 

51,545 

49,000 

21,883 

27.920 

34,456 

98,536 

134,037 

798,470 

1,187,232 

1,679,192 

2,217,018 

5,209,780 

BarreU, 
483,926 
501,703 
376,238 
327,582 
331,851 
879,653 
310,861 
289,794 
226,926 
206,063 
188,799 
222,773 
208,475 

Value. 

$431,723 
678,036 
337,606 
262„675 
272,818 
846,408 
318,162 
243,402 
228,104 
199,661 
174,779 
200,804 
183,486 

19M 

UQ6 

NOS 

)S07 

I90B 

isn 

mo 

mi 

1912 

1913 

ttU 

HU 

I91« 

Pipe4ine  rnnai^  December,  1917. 

To  Mid-West  and  Standard  of  Indiana  refineries :  Barrels. 

Salt  Creek,  at  Casper 11, 600 

Big  Maddy 4. 160 

Total  to  Casper 15,760 

At  Greybull : 

Grass  Cree^ 8, 000 

Elk  Basin 8, 600 

Torchlight    50 

GreybQll 50 

Total  to  Greybull •11,600 

Total  Mid- West  and  Standard  of  Indiana 27, 860 

To  Northwestern  Oil  &  Refining  Co.,  at  Cowley : 

Byron  and  Elk  Basin 250 

Grand  total 27,610 

acreage  owned  or  controlled  hy  companies  affiliated  with  Standard  Oil  and  by 
independents  in  the  principal  light  oil  fields  of  Wyoming, 


UstBoidiar. 

TQicidight 

Onybon 

B%lCoddy 

ElkBwJn. 

6ns  Qmk 

W«t  and  North  Bait 

8iH  Creek 

HbtButta 

i^yitn 


Prairie 

Independent. 

Mid-west 

Ohio 

Independent. 

Mid-west 

Independent. 

Mid-west 

Ohio 

Prairie 

Independent. 

Mid-west 

Ohio 

Independent. 

Mid-west 

Ohio 

Independent. 
Mid-west. . . . 

Ohio 

Independent. 

Mid-west 

Ohio 

Independent. 

Mid-west 

Ohio 

Independent. 
Independent. 


Acres. 


3,600 
400 
100 
100 


i! 


320 

») 

5,440 

1,700 

040 

1,660 

3,040 

2,000 

80 

1,640 

2,100 

300 

4,960 

6,240 

6,000 

10,560 

360 

720 

720 

80 

700 

MO 


i£?  lumrant  taken  of  "  Black  oil  flelda  '*  or  of  Spring  Valley. 
'The  refinerlea  at  Greybull  handle  only  ahoot  10,000  uarreli; 
to^the  ImperiftI  OU  Co.  (Ltd.),  of  Cuuida. 


the  remainder  to  shipped 


^ew  town  lots. 
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The  Chairman.  Do  you  know  the  relationship  that  exists  between 
the  Midwest  Befining  Co.  and  the  Midwest  Oil  Co.  ? 

Mr.  Ball.  My  understanding  is  that  the  Midwest  Refining  Co.  has 
a  20-year  operating  lease  on  the  properties  of  the  Midwest  Oil  Co. 

The  Chairman.  So  they  are  the  same  thing? 

Mr.  Ball.  For  that  20-year  period.  Except  the  Midwest  Oil  Co. 
of  course  retains  its  oil  interests  as  a  leasing  company,  and  receives 
royalty  from  the  Midwest  Refining  Co. 

The  Chairbian.  You  think  that  relationship  exists? 

Mr.  Ball.  That  is  as  I  understand  it. 

Mr.  Lenroot.  Mr.  Ball,  with  reference  to  your  view  that  the  areas 
should  be  enlarged,  and  that  a  number  of  leases  should  be  permitted 
to  be  owned  by  the  same  producer,  in  this  pamphlet  that  you  have 
circulated  you  use  this  language  in  making  your  suggested  amend- 
ments : 

By  increasing  the  acreage  of  each  lease  from  640  to  4,800,  or  eyen  to  2,560 
acres,  and  by  giving  the  discoverer  of  oil  the  right  to  lease  the  entire  area  cov- 
ered by  his  prospecting  permit,  most  of  the  unnecessary  waste  of  oil  and  gas 
and  most  of  the  wild  fluctuations  In  supply  would  be  done  away  with. 

It  is  your  view,  is  it,  that  each  producer  should  be  entitled  possibly 
to  4,800  acres  in  an  unproven  field,  and  to  have  a  lease  of  that  entire 
area,  and  might  have  one  lease  in  each  county  or  one  lease  within 
each  50  miles  radus? 

Mr.  Ball.  Yes;  I  would  put  one  further  limitation  on  that,  how- 
ever. I  would  also  put  a  limit  both  as  to  the  number  of  leases  and 
the  amount  of  acreage  that  could  be  held  in  any  one  State.  I  would 
like  to  explain  that  ]ust  a  minute. 

I  believe  that  the  entire  oil  industry  of  the  West  should  not  be 
concentrated  in  too  small  a  number  of  hands — no  smaller  than  is 
necessary  for  efficient  and  economic  operation.  I  think  there  should 
be,  therefore,  a  limit  on  the  acreage  held  in  any  one  State.    I  would 

{)lace  that  at,  say,  9,600  acres,  two  maximum-sized  leases.    But  if  you 
eave  the  matter  with  merely  an  acreage  limitation  in  each  State,  you 
have  a  constant  temptation  for  producing  companies  to  take  a  little 

Srotection  acreage  in  this  field,  and  a  little  protection  acreage  in  that 
eld,  you  get  a  tendency  toward  small  acreage,  a  thing  that  should 
be  avoided.  Therefore  you  should  put  a  limit  on  the  number  of 
leases  that  may  be  held  in  any  one  State — ^say,  a  limit  of  four  leases. 
Thus,  you  would  prohibit  anyone  from  owning  more  than  one  lease 
in  a  county  or  within  a  50-mile  radius,  more  than  four  leases  in  a 
State,  or  more  than  9,600  acres  in  a  State. 

Mr.  Lexroot.  What  would  you  say,  Mr.  Ball,  with  reference  to 
allowing  one  corporation  to  own  stock  in  another  corporation  having 
the  lease? 

Mr.  Ball.  Well,  I  should  want  to  be  sure  that  that  was  not  a  con- 
trolling interest. 

Mr.  Lenroot.  If  you  would  permit  the  original  corporation  to 
have,  say,  four  leases,  would  you  permit  the  original  corporation  to 
have  one  lease  and  even  a  controllmg  interest  in  not  to  exceed  three 
other  leases — ^stock  ownership? 

Mr.  Ball.  Well,  if  I  get  exactly  what  you  are  driving  at,  I  think  I 
should  cover  it  in  some  such  fashion,  as  H.  R.  3232  does  cover  it 

Mr.  Lenroot.  It  doesn't  cover  any  stock  ownership — permit  any 
stock  ownership  in  another  lease. 


OIL  LEASING  LANDS.  247 

Mr.  Ball.  I  thought  it  permitted  interchanging  stock  ownership 
80  long  as  no  one  interest  exceeded  the  maximum  amount — something 
to  that  effect.    Just  how  is  that  worded. 

Mr.  Lenkoot.  Yes;  I  think  that  is  true,  but  of  course  if  one  corpo- 
ration had  a  lease  for  the  maximum  amount,  it  would  then  be  ex- 
hausted and  would  not  be  permitted  to  own  an  interest  in  the  stock 
ownership  of  any  other. 

Mr.  Ball.  Yes ;  that  is  true,  but  instead  of  one  lease  I  would  make 
that  four. 

Mr.  Lenboot.  You  would  make  it  four? 

Mr.  Ball.  Yes. 

Mr.  Lenroot.  Now,  with  reference  to  the  strictures  concerning  the 
Senate  bill,  as  to  its  giving  away  the  oil  industry  of  the  Rocky  ]V£)un- 
tain  region  to  the  Standard  Oil  Co. — ^well,  I  will  withdraw  that  for 
the  present.    Mr.  Sinnott  wishes  to  ask  you  a  question. 

Mr.  Sinnott.  I  know  very  little  about  the  oil  industry,  but  would 
it  be  practicable,  or  would  it  solve  anything  to  limit  the  output  of  cer- 
tain wells  in  any  vicinity ;  to  limit  the  product  of  the  various  wells  in 
a  certain  locality  ? 

Mr.  Ball.  There  might  be  cases  where  is  would  be  wise  to  do  that. 

Mr.  Sinnott.  I  mean  during  temporary  fluctuations  in  market 
prices,  or  to  prevent  over-production ;  to  have  that  stipulated  in  the 
lease  to  limit  the  output  of  the  product. 

Mr.  Ball.  There  is  this  danger  about  limiting  the  jjroduction  of 
the  lease  after  the  wells  are  drilled.  In  many  fields  it  is  not  safe  to 
shut  a  well  in  after  it  is  once  drilled.  You  can  not  restore  its  original 
production.  In  California  the  wells  sand  up,  and  once  they  are  closed 
in  they  are  likely  to  be  lost  entirely.  There  are  very  few  fields  in 
which  you  can  close  a  well  in  and  then  reopen  it  and  have  it  produce 
fts  much  ns  it  did  before. 

Mr.  Sinnott.  I  thought  that  might  possibly  enable  the  several 
lespces  to  share  equally  in  the  oil  in  the  ^ound.  - 

Mr.  Ball.  Of  course  in  times  of  crisis  that  sort  of  thing  is  done. 
For  instance,  the  common  carrier  pipe  lines  in  the  mid-contment  field 

Erornte  the  oil.  Tliey  say,  "  More  oil  is  being  produced  than  we  can 
andle;  therefore  we  will  take  CO  per  cent  of  everybody's  oil."  But 
it  is  not  a  safe  thing  to  do  from  the  conservation  standpoint,  except 
in  a  case  of  emergency. 

Mr.  Lexroot.  With  reference  to  the  strictures  that  you  passed  upon 
the  Senate  bill,  charging  that  it  would  deliver  the  oil  industry  in  the 
Rocky  Mountain  region  to  the  Standard  Oil  Co.,  do  I  understand 
yon  that  you  do  not  wish  to  have  any  such  impression  prevail  with 
reference  to  any  such  effect  from  the  House  bill? 

Mr.  Ball.  Not  entirely,  Mr.  Lenroot.  When  that  was  written  I 
had  in  mind  not  entirely  the  relief  features,  but  the  fact  that  tho 
passage  of  the  bill,  granting  only  a  single  lease  of  very  limited  ncre- 
flffe,  would  leave  the  refining  monopoly  which^  exists  in  the  Boclcy 
Mountain  region  to-day  without  any  competition  and  therefore 
^onld  effectually  deliver  the  industry  to  the  existing  monopoly. 

Mr.  Lenroot.  Well,  you  don't  mean  to  intimate  then  that  there  is 
>^y  provision  in  the  House  bill  that  would  in  any  way  contribute  to 
that  monopoly? 

Mr.  Balu  Except  the  restriction  of  the  acreage — ^no,  not  contribute 
to  the  existing  monopoly ;  not  by  any  means. 
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Mr.  Lenroot.  Now,  in  this  article  that  you  have  written  you  use 
this  language,  speaking  of  the  House  bill : 

The  framers  of  the  bill  have  seemingly  been  fearful  of  the  growth  of  a 
monopoly  based  upon  the  control  of  production  from  the  public  landa 

They  need  not,  however,  have  been  timorous  upon  this  score.  Monopoly  baa 
never,  In  the  oil  business,  grown  from  control  of  production  of  crude  oU. 

You  repeat  that  statement  now,  do  yout 

Mr.  Ball.  Yes^ir. 

Mr.  Lenroot.  Then  it  is  your  opinion  that  this  bill,  dealing  with 
the  production  of  crude  oil,  can  have  no  effect  upon  creating  a 
monopoly,  irrespective  of  what  the  bill  may  contain  ? 

Mr.  Ball.  It  can  have  no  effect  on  creatmg  a  monopoly,  but  it  can 
have  a  material  effect  on  perpetuating  the  monopol]^  already  ezistins, 
the  monopoly  which  is  already  in  the  refining  Dusiness,  which  is  sJ* 
ready  in  the  transporting  business,  which  is  already  in  the  marketing 
business,  and  which  if  it  is  to  be  met  by  competition  must  be  met 
by  competition  by  producers  who  can  produce  enough  oil  to  com- 
pete with  it. 

Mr.  Lenroot.  Then,  Mr.  Ball,  with  reference  to  your  ideas  as  to 
the  area  required  to  encourage  a  producer  to  develop,  you  say  the 
maximum  in  the  House  bill  should  be,  in  one  case  2,560  acres  and 
in  the  other  case  4,800  acres,  I  think.  This  morning  you  gave  to 
the  committee  a  list  of  producing  wells  in  the  Gulf  coast  field,  deal- 
ing then  with  the  question  of  wastage  in  uneconomic  development, 
and  you  gave  these  fields :  The  Batson  field,  with  a  total  producing 
area  of  820  acres,  with  the  number  of  wells  675;  the  Goose  Creek, 
with  a  total  area  of  620  acres,  producing  wells  575;  Saratoga,  900 
acres,  producing  wells  750;  Sour  Lake,  600  acres,  producing  wells 
860;  Spindle  Top,  440  acres,  producing  wells  900;  Vinton  field,  pro- 
ducing area  200  acres,  numW  of  wefls  260;  Humboldt  field,  5,000 
acres,  number  of  wells  2,000. 

In  only  one  of  these  fields  that  you  there  enumerated  did  the  acre- 
age exceed  1,000  acres. 

Mr.  Ball.  Yes,  sir. 

Mr.  Lenroot.  And  in  the  smallest  one  there  were  260  wells  on  200 
acres.  Now,  I  want  to  ask  this  question :  Do  you  think  that  an  area 
of  640  acres  in  a  proven  field,  in  the  light  of  these  figures,  is  not  suffi- 
cient encouragement  to  an  oil  producer  to  prospect  tor  oil  ? 

Mr.  Ball.  If  there  were  any  likelihood  that  the  oil  prospector  were 
going  to  encounter  Gulf  coast  fields  and  Gulf  coast  conditions, 
whereas  in  those  salt-dome  fields  you  ^et  tremendous  production  on  a 
small  area,  I  should  say  that  the  provision  of  the  House  bill  is  ample 
as  it  stands. 

Mr.  Lenroot.  Then,  I  will  ask  you  as  to  the  California  fields.  Are 
you  familiar  with  the  California  Midway  Sunset  field? 

Mr.  Ball.  Yes ;  and  the  producttion  there,  again,  is  very  high  per 
acre. 

Mr.  Lenroot.  How  about  the  Kern  River? 

Mr.  Ball.  That  is  a  California  field. 

Mr.  Lenroot.  Then  what  about  the  Salt  Creek  field  in  Wyoming? 

Mr.  Ball.  The  Salt  Creek  field  has  a  high  production  for  the 
Bocky  Mountain  re^on.  They  haven't  found  anything  else  in  the 
Bocli^  Mountain  region  that  produces  anywhere  nearly  so  prolifically 
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as  Salt  Creek;  but  even  there  you  have  no  such  tremendous  produc- 
tion as  you  get  in  the  Gulf  coast  fields  or  the  California  fields.  . 

In  the  matter  of  Salt  Creek  I  should  like  to  go  back  and  ameiad, 
for  the  sake  of  consistency,  if  nothing  else,  my  answer  to  Mr.  Ferris 
this  moniinff.  I  said  you  should  cut  Salt  Creek  in  two,  which  would 
be  practically  5,000  acres  to  each  lease,  and  later  I  stated  to  the  com- 
mittee that  I  wouldn't  give  more  than  2,560  acres  in  any  one  lease 
in  a  proven  field.  I  thinlt  the  latter  figure  is  correct,  and  t  would  cut 
Salt  Creek  into  four  rather  than  two. 

You  see,  Mr.  Lenroot,  the  Salt  Creek  field  is  an  exceptional  field, 
so  far  as  we  have  discovered  in  the  Rocky  Mountain  region.  We  may 
discover  others  as  good,  but  no  one  has  done  it  as  yet. 

The  drilling  is  shallow,  comparatively— 1,100  or  1,200  feet.  The 
drilling  is  easy,  comparatively ;  relatively  inexpensive,  and  the  pro- 
duction is  large  and  the  oil  high  grade.  The  production  is  greater 
per  unit  of  area  than  in  any  other  field  we  have  struck  in  the  Rocky 
Mountain.  Salt  Creek,  of  course,  is  also  on  two  good  pipe  lines  and 
is  comparatively  close  to  the  refinery  at  the  other  end  of  those  pipe 
lines,  and  with  two  good  railroad  lines  to  take  the  refined  product 
away.   So  Salt  Creek  is  very  fortunately  situated. 

Now,  supposing  we  consider  some  other  possibilities.  We  will 
have  to  go  into  speculation,  because  the  proven  fields  you  always 
know  about.  There  is  an  area  down  in  Utah  known  as  the  San  Rafael 
swell  The  Government  has  withdrawn  about  a  million  acres  in 
there— a  great,  big  geologic  structure,  tremendous  thing — ^the  largest 
single  wiOidrawal,  I  think,  the  Government  has  ever  made ;  a  great 
big  lozenge-shaped  dome  in  the  center  of  which  are  some  oil  springs, 
and  around  the  outside  of  which  are  some  oil  seeps.  The  thing  looks 
as  though  it  might  be  a  good  producing  proposition,  some  time  when 
somebody  can  get  in  there  to  prospect  it.  Now  it  is  in  a  tremendously 
rugged  countrjr.  I  tried  to  get  in  there  on  horseback  and  could  not. 
I  think  there  is  a  way  that  a  man  can  get  in  with  a  horse  from  the 
w^  side,  but  to  get  a  team  in  there  to  the  top  of  that  structure  is 

f>ing  to  mean  blasting  out  of  solid  rock  probably  40  miles  of  road, 
he  man  who  does  that  and  hauls  his  material  in  and  puts  up  his 
buildings  and  drills  his  wells,  when  he  gets  oil  has  got  to  build  a 
pipe  line  60  or  70  miles  over  an  awfully  rough  country.  It  will  cost 
Win  a  lot  of  money  to  build  out  of  there. 

Then  when  he  gets  to  the  railroad — of  course,  he  will  put  his  re- 
finery on  the  railroad — ^and  when  he  has  produced  his  refined  product 
he  is  on  the  far  side  of  the  Rockj^  Mountains  from  his  marketing 
territory — ^there  is  no  large  market  in  Utah — so  he  has  to  invest  in 
a  large  number  of  tank  cars.  He  has  to  invest  in  many  more  than  if 
he  were  in  Salt  Creek,  or  in  Kansas,  or  in  some  place  close  to  market, 
^ow  just  figure  a  little  on  the  amount  of  money  it  is  going  to  take 
to  go  in  and  develop  anything  in  that  kind  of  a  region.  That  is 
^hy  I  think  we  should  have  a  maximum  which  is  big  enough. 

Mr.  Lenroot.  Mr.  Ball,  if  we  are  going  to  consider  the  proposi- 
tion that  any  lessee  should  have  sufficient  production  to  enable  him 
to  build  a  pipe  line  60  or  70  miles  long,  build  a  refinery,  and  then 
buy  tank  cars  for  rail  transportation,  2,560  acres  or  4,800  acres 
would  not  be  sufficient 
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Mr.  Ball.  If  he  got  a  good  field  in  the  San  Kafael  swell,  I  think  he 
could  do  it  on  4,800  acres.  He  would  be  taking  a  pretty  long  gam- 
ble ;  but  I  believe  that  4,800  acres  would  induce  a  man  to  go  in  there 
and  try  it. 

Mr.  LiENROOT.  You  have  a  very  thorough  Imowledge  of  the  general 
oil  situation,  Mr.  Ball.  Can  you  give  the  committee  any  idea — ^any 
approximate  idea — of  the  proportion  of  producers  who  when  mak- 
ing discovery  had  assurance  of  more  than  640  acres?  The  Midwest 
did,  I  take  it,  in  Salt  Creek. 

Mr.  Ball.  In  the  West — that  is,  in  the  Roclcy  Mountain  fields — 
the  majority  of  the  acreage  that  has  produced  has  been  from  the  start 
held  in  more  than  640-acre  units. 

Mr.  Lenroot.  In  the  Eocky  Mountain  field? 

Mr.  Ball.  Yes,  sir.  Now  in  California,  I  thinlt,  that  is  not  true. 
In  California  they  rushed  in  and  made  mincemeat  of  the  fields,  with 
some  very  disastrous  consequences  that  they  are  trying  to  rectify 
now,  so  far  as  waste  is  concerned. 

Mr.  Lenroot.  Now,  with  reference  to  this  increasing  the  monopoly 
of  the  Standard  Oil,  did  I  understand  you — or  did  some  other  wit- 
ness say — ^that  the  present  alleged  monopoly  of  the  Standard  Oil  Co. 
was  in  part  through  the  ownership  of  producing  companies  and  in 
part  through  contracts  made  with  other  producers  for  the  purchase 
of  oil? 

Mr.  Ball.  I  didn't  say  that. 

Mr.  Lenroot.  It  might  not  have  been  you. 

Mr.  Ball.  But  that  is  true. 

Mr.  Lenroot.  That  answers  the  same  purpose,  then. 

Then,  if  we  permit  the  Standard  Oil,  in  addition  to  what  it  now 
has  in  Wyoming,  bjr  increasing  the  acreage  possible,  to  secure  a  maxi- 
mum of  4,800  acres  in  each  geologic  structure,  and  increase  their  ratio 

by  the  maximum,  as  you  say.  of  twice  4,800,  or  9,600  acres 

Mr.  Ball   (interposing).  Nine  thousand  six  hundred  in  each 
State. 

Mr.  Lenroot.  Would  that  tend  to  increase  or  diminish  the  con- 
trol of  the  Standard  Oil?  . 

Mr.  Ball.  If  you  let  some  one  else  also  have  that  same  acreage  it 
will  tend  to  diminish  it,  because  what  you  need  always  is  competi- 
tion. 

Mr.  Lenroot.  Two  of  them  can  not  have  the  same  groimd,  though. 

Mr.  Ball.  No;  certainly  not.  But  I  have  confidence  that  Wyoming 
and  the  other  Rocky  Mountain  States  are  going  to  have  more  than  one 
9,600-acre  tract  that  will  be  productive. 

Mr.  Lenroot.  What  is  the  average  acreage  of  the  geologic  structure 
in  Wyoming? 

Mr.  Ball.  Oh,  I  don't  believe  I  could  answer  that  offhand. 

Mr.  Lenroot.  I  will  put  it  this  way,  as  to  the  proven  fields  in 
Wyoming? 

Mr.  Ball.  Here  I  have  sort  of  a  list.  Let  me  see  if  I  can  add  these 
together.  These  are  the  holdings  in  the  fields,  rather  than  the  pro- 
ducing areas,  so  they  will  be  a  little  bit  misleading  in  that  particular. 
Lost  Soldier,  2,900  acres. 

Mr.  Raker.  Who  owns  that? 

Mr.  Ball.  The  Prairie  Oil  &  Gas,  2,500  acres,  and  independents, 
400  acres. 
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Miss  Rankin.  Hasnt  that  until  very  recently  been  known  as  a 
Stnndard  subsidiary? 

Mr.  Ball.  It  is  Standard  now. 

The  Chairman.  It  is  Standard  Oil  now,  full  blast,  one  of  the  main 
subsidiaries  of  the  Standard? 

Mr.  Ball.  I  think  it  is  held  through  Hazelton  and  West,  but  the 
Prairie  ownership  is  acknowledged,  as  I  understand  it. 

The  Chairman.  I  guess  that  is  not  controverted  anywhere? 

Mr.  Ball.  No.  By  the  way,  with  regard  to  Lost  Solclier,  that  2^00 
acres  is  a  good  deal  bigger  than  the  proven  producing  area.  The 
proven  producing  area  is  about  320  acres,  I  think.  Torchlight  is 
also  a  very  small  field. 

The  Chairman.  Just  state  who  owns  those  as  you  go  along. 

Mr.  Ball.  The  Midwest  holds  160  acres ;  Ohio,  160.  That  is  the 
entire  field. 

The  Chairman.  Who  are  the  Ohio? 

Mr.  Ball.  The  Ohio  is  also  a  Standard  subsidiary,  acknowledged 
as  one  of  the  strong  subsidiary  producing  companies. 

The  Chairman.  And  the  Midwest  Co.  ? 

Mr.  Ball.  The  Midwest  Refining  Co. 

The  Chairman.  They  own  160  and  the  Ohio  160.  That  takes  up 
that  dome  ? 

Mr.  Ball.  Yes,  sir.  The  Greybull  field  also  is  small.  The  Mid- 
west Refining  Co.  holds  820  acres,  and  there  are  a  few  town  lots  in 
independent  hands.  Those  are  the  town  lofe  I  read  you  about  this 
morning. 

In  the  Big  Muddy  field  the  Midwest  holds  15,440  acres.  I  am  not 
vouching  for  the  absolute  accuracy  of  these  figures.  I  take  them  to  be 
approximately  correct.  They  were  gotten  for  me  by  our  scout.  Ohio^ 
1760;  Paririe,  640;  and  independent  companies,  1,550. 

Mr.  Lenroot.  That  is  a  proven  field  you  speak  of? 

Mr.  Ball.  That  is  a  proven  field,  but  I  think  that  area  is  large  for 
the  nroducing  area. 

Mr.  Lenrott.  But  it  is  a  proven  field? 

Mr.  Ball.  Yes;  it  is  a  producing  field  to-day,  pipe  lines  and  every- 
thing. That,  by  the  way,  is  a  field  where  the  averaffe  well  costs 
^,000.  It  is  rather  deep  drilling,  right  on  the  railroad  and  close  to 
the  refinery,  but  even  then  it  is  a  considerable  financial  task  to  pro- 
duce. 

Elk  Basin  filed.  Midwest,  3,040  acres ;  Ohio,  2,000 ;  independent,  80. 

Mr.  Lenroot.  What  does  that  approximate? 

Mr.  Ball.  Five  thousand  one  hundred  and  twenty.  Grass  Creek^ 
Midwest,  1,540;  Ohio,  2,100;  independent,  800. 

Mr.  Lenroot.  Making  a  total  of  what? 

Mr.  Ball.  A  total  of  3,940. 

The  Chairman.  Do  you  have  the  names  of  those  independent  com- 
panies that  hold  leases  ? 

Mr.  Ball.  No  ;  I  have  not. 

The  CHAmMAN.  Do  you  know  for  certain  that  they  are  inde- 
pendent? 

Mr.  Ball.  No,  I  do  not ;  but  I  think  the  chances  are  that  they  are. 
The  tendency  is  to  assume  that  a  company  is  controlled  rather  than 
w  assume  that  it  is  independent,  as  a  general  thing.   West  and  North 


252  OIL  LEASING  LANDS. 

Salt  Creek — this  is  a  newly  discovered  area  where  our  geolc^c  fra- 
ternity went  wrong. 

The  Chairman.  Are  theso  figures  given  in  answer  to  the  question 
I  made  yesterday  to  Mr.  Rice,  askins  him  to  furnish  the  names  of 
these  companies  where  four-fifths  of  that  field  was  owned  by  the 
Standard  Oil  Co.  ? 

Mr.  Bali.  No;  this  is  a  list  that  I  got  by  telegraph  from  our  man 
out  there. 

The  Chairman.  That  question  was  asked,  and  Mr.  Rice  said  he 
would  furnish  them. 

Mr.  Ball.  No;  I  prepared  this  independent  of  that,  because  I 
thought  it  would  interest  the  committee. 

The  Chairman.  Has  Mr.  Rice  another  set  of  figures? 

Mr.  Rice.  Mr.  Chairman,  I  didn^t  hear  you.  Were  you  asking  for 
a  list  of  companies  in  Wyoming? 

The  Chairman.  In  your  statement  the  other  day  you  said  it  was 
your  opinion  that  four-fifths  of  the  Wyoming  field  was  held  by  the 
Standard  and  their  subsidiaries,  and  1  asked  you  if  you  would  be 
good  enough  to  put  into  the  record  the  names  of  the  companies  hold- 
ing this  four-fiith3.  You  said  you  would,  and  I  am  now  maldng 
inquiry  if  this  is  the  list. 

Mr.  Rice.  That  is  the  list  I  would  have  used,  because  I  would  have 
gotten  the  information  from  the  same  source. 

The  Chairman.  This  is  the  list  upon  which  you  based  the  answer 
to  that  question? 

Mr.  Rice.  Yes,  sir. 

The  Chairman.  How  did  you  get  that  list? 

Mr.  Ball.  This  is  a  list  that  I  telegraphed  to  our  scout  out  there 
for,  F.  B.  Roberts. 

The  Chairman.  And  you  send  him  over  the  fields  examining  as 
to  who  owns  the  properties? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Does  he  consult  the  records  to  find  out? 

Mr.  Ball.  No;  I  think  not  in  this  case,  because  he  got  this  in  a 
comparatively  short  time  for  me,  by  telegraph.  I  think  he  probably 
went  to  the  companies'  ofiices. 

The  Chairman.  Do  you  think  this  is  approximately  correct? 

Mr.  Ball.  Yes ;  it  agrees  with  the  general  knowledge  that  I  have. 

West  and  North  Salt  Creek  is  a  place  where  they  are  finding  oil 
where  it  has  no  business  to  be.  Tney  are  getting  it  n^t  in  the 
syncline.  The  Midwest  has  4,960;  Ohio,  5,240;  and  independent 
companies,  5,060.  There  are  quite  a  number  of  independents  who 
have  rushed  in  there  on  the  strength  of  the  excitement. 

In  Salt  Creek  proper  Midwest  has  10,560;  Ohio,  360;  independent 
companies,  820. 

In  Pilot  Butte,  Midwest,  720;  Ohio,  80;  independent,  700. 

Bvron,  independent,  80,  which  comprises,  I  guess,  the  entire  field. 

The  Chairman.  The  poor  starving  homesteaders  haven't  been  so 
very  active  in  getting  hold  of  these  nelds  out  there,  have  they? 

TAr.  Ball.  Not  particularly. 

Mr.  Lenroot.  Now,  as  I  remember  reading  that  list,  there  were 
only  two  fields  in  all  those  that  you  read  that  exceeded  in  the  entire 
field  the  area  that  you  think  should  be  given  to  a  single  producer. 
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Mr.  Balu  Three.  That  is,  the  area  that  I  think  3houId  be  the 
maximum  given  to  anyone  taking  a  prospecting  permit. 

Mr.  Lexroot.  In  any  of  these  fields  have  you  any  reason  to  be- 
lieve that  if  wo  provided  a  maximum  of  4,800  acres  in  an  absolutely 
unproven  field,  have  you  any  reason  to  think  that  the  Secretary  of 
the  Interior  would  provide  a  less  area  ? 

Mr.  Ball.  Well,  now,  if  I  were  the  Secretary  of  the  Interior,  Mr. 
Lenroot,  and  a  man  came  to  me  wanting  a  prospecting  permit  in — 
well,  wanting  to  prospect  in  the  San  Eaf  ael  Swell,  I  should  certainly 
not  hesitate  to  give  him  4,800  acres;  but  if  a  man  came  to  me  wanting 
a  prospecting  permit  in  West  Salt  Creek — ^no;  that  is  a  poor  example, 
because  the  geology  is  against  them  there.  [Laughter.]  If  a  man 
should  come  to  me  wanting  a  prospecting  permit  for  4,800  acres  in 
Torchlight,  I  should  say,  "  Certainly  not.  You  are  5  or  C  miles  from 
the  railroad.  At  what  depth  do  you  expect  to  get  oil  ?  "  He  would 
say,  "About  five  or  six  or  seven  hundred  feet."  I  would  say,  "  Most 
certainly  not.  Here  you  are  close  to  a  railroad;  close  to  a  refinery, 
with  only  700  feet  to  drill ;  I  certainly  could  not  give  you  any  such 
area  as  that ;  not  in  a  thousand  years." 

Mr.  Lenroot.  Now,  with  reference  to  the  character  of  the  geologic 
structure,  to  what  extent  does  the  discovery  of  oil  in  a  geologic  struc- 
ture prove  that  that  particular  geologic  structure  is  an  oil  field? 

Mr.  Batx.  Well,  of  course,  one  well  in  a  geologic  structure  proves 
that  you  have  an  oil  field  there.  In  cases  where  the  geology  is  well 
<lefined  and  easily  determined  from  the  surface — as  it  is  in  so  many 
cases  in  the  Rocky  Mountain  fields — that  is  pretty  good  proof,  at  least 
very  good  evidence,  that  that  structure  is  an  oil  field.  It  takes  mofe 
drilling  than  that  to  determine  the  limits  of  the  field,  because  you 
must  reach  out  and  find  your  water  line,  the  line  where  you  no  longer 
get  oil  but  begin  to  get  water. 

Mr.  Lenboot.  Then  that  leads  up  to  this  question,  in  view  of  the 
answer  you  have  just  given :  Do  you  think  that  there  should  be  a 
maximum  of  2,560  acres  in  a  prospecting  permit  where  the  presence 
of  oil  in  that  structure  is  known,  and  the  only  undetermined  factor 
is  the  limit  of  the  structure  ?  Do  you  think  2,560  acres  is  a  reasonable 
area  under  the  very  reduced  risks  any  driller  will  meet? 

Mr.  Ball.  Yes. 

Mr.  Lenroot.  Why? 

Mr.  Ball.  Well,  the  risks  are  greatly  reduced,  but  you  have  not 
necessarily  reduced  the  cost.  Remember  that  the  figures  I  have  given 
are  what  I  l)elieve  should  be  maximum  figures.  And  here  is  the  Rig 
Muddy.  The  first  well  there  proved  the  field,  but  it  also  proved  that 
it  costs  a  lot  to  produce  oil  in  that  field,  because  it  is  so  deep  and 
drilling  is  difficult.  They  get  their  oil  at  3,300  feet  there,  and  it  is 
^ery  tough  drilling.  They  have  all  sorts  of  troubles.  They  can't 
hold  the  formations  up  in  the  shales.  So  it  costs  about  $40,000  a  well. 
There,  you  see,  a  man  needs  some  acrea^. 

There  are  compensating  advantages  in  Big  Muddy,  because  it  is 
^ght  on  a  railroad  and  close  to  a  refinery,  but  supposing  you  strike  a 
Kg  Muddy  40  or  50  miles  from  a  pipe  line  or  a  refinery ;  then  I  should 
say  2,560  acres  was  not  too  much,  even  after  the  field  was  proven. 

Mr.  Lensoot.  What  I  was  getting  at  was  the  relation  between 
^^  acres  in  a  geologic  structure  upon  which  oil  has  been  discovered 
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and  4,800  acres  in  an  unproven  field.  Is  not  the  proportion  too 
small?  In  other  words,  a  man  would  rather  take  a  thousand  acres  in 
the  geologic  structure  that  has  been  proven  than  4,800  acres  in  an 
unproven  field? 

Mr.  Ball.  I  never  had  considered  the  question  from  exactly  that 
angle  before.  I  believe  the  ratio  of  1  to  2  is  not  such  a  bad  ratio. 
I  would  want  to  consider  a  number  of  examples  on  that  before  I  gave 
a  positive  answer  to  it,  because  I  never  had  figured  that  phase  of  it 
before. 

Mr.  Lenroot.  Then  let  me  ask  you  this:  Where  oil  has  been  dis- 
covered in  the  geologic  structure,  is  there  any  reason  why  there  should 
be  a  prospecting  permit  at  all.  Why  shouldn't  that  just  be  let  out  to 
straight  leasing? 

Mr.  Ball.  As  I  expre^d  myself  this  morning,  I  do  not  see  very 
much  reason  for  prospecting  permits  in  proven  territory. 

Mr.  Lenroot.  Now,  on  a  little  different  subject,  are  you  familiar 
with  the  California  field  ? 

Mr.  Ball.  I  have  spent  just  a  few  days  in  the  California  fields. 
That  is  all.     I  am  not  thoroughly  familiar  with  them  by  any  means. 

Mr.  Lenroot.  Then  I  wonx  ask  you  that. 

The  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Ball  any  further  questions? 

Miss  Kan  KIN.  This  morning  you  spoke  of  Salt  Creek  being  worked 
in  a  very  orderly  way  and  that  there  was  very  little  competition  in  the 
monopoly,  and  that  when  there  was  competition  there  was  great  waste. 

Mr.  Ball.  Yes. 

'Miss  Rankin.  And  then  later  you  said  that  Salt  Creek,  if  you  had 
your  way,  should  be  divided  up  into  four  rather  than  into  one.  Now, 
would  you  have  that  divided  into  four  because  you  think  that  you 
could  save  more  oil  and  it  would  be  more  orderly  produced  by  divid- 
ing it  that  way,  or  would  you  think  that  should  be  done  for  the  pro- 
tection of  the  people? 

Mr.  Ball.  So  far  as  the  production  of  the  oil  under  conditions  of 
maximum  efficiency  is  concerned,  the  one-unit  operation  is  preferable. 
It  was  merely  a  fear  against  letting  anyone  have  too  big  a  field  that 
made  me  recommend  cutting  it  into  four.  Whether  I  am  entirely 
loffical  in  that  I  am  not  sure. 

Miss  Rankin.  What  I  want  to  know  is  if  anyone  having  too  big  a 
territory  would  not  produce  orderly;  or  was  it  because  the  people 
would  not  be  properly  protected  if  one  man  should  be  given  the  power 
that  he  would  receive  by  having  so  much  of  this  one  thing  that  we 
have  come  to  look  upon  as  a  necessity? 

Mr.  Ball.  I  am  afraid  that  my  objection  was  not  founded  on  either 
of  those,  but  on  a  feeling  that,  after  all — despite  my  statement  that  I 
do  not  like  to  consider  the  public  lands  as  a  reward — I  have  a  little 
hesitancy  in  giving  too  much  of  them  to  any  one  person  or  any  one 
corporation  or  concern. 

Miss  Rankin.  But  I  want  to  know  upon  what  your  hesitancy  is 
based. 

Mr.  Ball.  It  is  based  not  at  all  upon  any  feeling  that  the  field  will 
be  better  handled  if  it  is  cut  into  four  tracts.  I  think  it  will  not  It 
will  doubtless  be  almost  as  well  handled,  but  certainly  not  any  better. 
And  it  is  not  upon  the  fear  that  to  ^ve  the  entire  Salt  Creek  field  to 
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any  one*  person  or  corporation  would  be  giving  him  too  great  power, 
because  even  if  you  give  Salt  Creek  entirely  to  one  company  so  long 
as  you  pve  the  next  field  to  another  company  you  are  goin^  to  have 
competition  that  will  protect  the  public  against  any  effectual  monop- 
oly. Does  that  meet  your  question  ? 

Miss  Bakkin.  Yes.  It  is  because  of  fear  for  the  public  that  you 
believe  in  competition;  not  because  it  is  a  more  efficient  manner  of 
handling  production  ? 

Mr.  Ball.  No.  So  far  as  production  is  concerned,  competition 
within  a  single  field  is  bad  for  the  public,  because  it  leads  to  all  the 
wastes  and  losses  which  the  public  must  pay  for.  But  competition  in 
other  phases  of  the  industry,  particularly  in  refining  and  marketing, 
is  highly  desirable  from  the  public  standpoint,  because  otherwise  you 
have  no  way  of  protecting  the  public,  except  by  strict  Government 
repilation,  from  exorbitant  prices. 

Miss  Rankin.  Yet  to-day  there  is  more  monopoly  in  the  handling, 
in  the  transporting,  refining,  and  marketing  or  oil  than  there  is  in 
production* 

Mr.  Ball.  Much  more;  yes. 

iCss  Rankin.  And  which  do  you  think  is  handled  the  more  ef- 
ficiently, the  production  of  oil  or  the  refining  and  marketing  of  oil? 

Mr.  Ball.  Oh,  undoubtedly  the  refining  and  marketing  and  trans- 
porting. 

Miss  Rankin.  Then  you  think  that  monopoly  tends  to  create  ef- 
ficiency in  the  handling  of  oil  ? 

Mr.  Bali*  Large  umt  operations,  let  me  say,  rather.  Not  neces- 
sarily monopoly,  but  large  unit  operations,  tend  to  efficiency. 

Miss  Rankin.  Then  you  would  limit  the  monopoly  in  production 
to  the  field,  for  efficiency  ? 

Mr.  Ball.l  Yes. 

Miffi  Rankin.  Then  how  would  vou  limit  monopoly  for  refining 
and  pipe  lines  and  marketing  for  efficiency  ? 

Mr.  Ball.  By  competition. 

Miss  Rankin.  When  would  vou  have  competition  and  when  would 
you  cease  to  have  competition  f  When  would  it  be  more  valuable  to 
society  t 

Mr.  Ball.  I  would  have  competition  just  as  soon  as  any  producer 

'  enough  oil  production  to  enable  him  to  enter  the  refining,  trans- 
porting, and  marketing  business.  Just  as  soon  as  you  get  that  condi- 
tion you  are  going  to  have  competition,  because  the  profits,  as  it 
happens,  are  very  largely  in  the  refining  end  of  the  industry. 

I  would  like  to  read  you  on  that  point  an  item  from  the  December 
31  review  of  the  Wyoming  oil  industry  in  the  Wyoming  Tribune,  a 
paper  published  in  Cheyenne.  I  don't  even  know  the  man  who 
^rote  it,  and  I  don't  vouch  for  the  accuracy  of  the  figures,  but  it 
gives  you  an  idea  of  what  the  trend  of  thought  is  out  there : 

Wyoming  refineries  during  1917  treated  9,460,000  barrels  of  crude  oil,  all 
^  which  came  from  wells  within  tlie  State.  Tliis  was  an  increase  of  3,300,883 
wrrels  over  the  refinery  output  of  1916—6,150,117  barrels.  Th9  crude  oil  was 
yorth  to  the  producer  an  average  price  of  $1  per  barrel,  or  $9.460,000 ;  the  re- 
ined product  was  worth  probably  $5.50  a  barrel,  or  $52,030,000.  The  dis- 
J^pancy  between  the  profits  of  the  producers  and  those  of  the  refiners  would 
J*ve  heen  less  pronounced  had  there  been  an  open  market  in  which  the  pro- 
TOcer  might  have  offered  his  product     The  refining  end  of  the  Industry  in 
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Wyoming,  however.  Is  "  cornered  " ;  there  are  no  lnciep?nd€nt  refineries,  and 
tlie  producer,  iHjrforee,  must  accept  for  his  crude  the  price  which  the  exist Ldk 
reflueiy  interests  are  willing  to  pay. 

Now,  so  long  as  that  condition  obtains  and  so  long  as  there  is 
profit  in  the  refining  industry,  then  just  so  soon  as  the  producer 
gets  enough  oil  to  establish  a  refinery  and  market  his  products  he 
IS  going  to  do  it,  because  that  is  where  the  profit  is,  ana  as  soon  as 
he  does  that  he  establishes  competition. 

Miss  Rankin.  But  I  can  not  understand  where  vou  draw  the  line, 
where  you  should  decide  that  up  to  this  point  you  must  have  no  com- 
petition, but  from  here  on  you  must  have  competition. 

Mr.  Ball.  There  isn't  any  point  where  I  think  we  should  have 
no  competition. 

Miss  Kankin.  You  said  in  the  producing  field  there  should  be  no 
competition. 

Mr.  Ball.  In  a  single  producing  field,  yes;  but  between  adjacent 
fields  I  would  have  competition  by  all  means.  That  is  why  I  say 
there  should  be  not  more  than  one  lease  within  a  50-mile  radius,  and 
not  more  than  9,600  acres  within  a  State.  So  that  there  should  be 
competition  even  in  the  producing  end,  but  not  within  a  single  field, 
where  it  is  likely  to  lead  to  waste. 

Miss  Rankin.  There  is  one  more  question  I  would  like  to  ask. 
Yesterday  we  were  discussing  whether  it  was  waste  to  the  commu- 
nity to  tore  a  well  where  there  was  very  little  likelihood  of  there 
being  oil  or  where  there  was  no  oil.  Do  you  maintain  that  it  is  a 
service  to  the  community  if  you  would  bore  a  well,  say,  over  here  on  C 
Street  and  employ  a  great  many  men?  Or  do  you  believe  it  would 
be  a  waste  ? 

Mr.  Ball.  I  think  it  would  be  a  waste,  because  that  money  could  be 
turned  to  more  productive  purposes.    There  it  is  nonproductive. 

Miss  Rankin.  Then  what  do  you  think  of  the  way  oil  has  been 
produced  in  this  country?  Can  you  say  there  is  n  great  success  in 
the  method  that  we  have  employed  when  we  consider  the  waste  to 
society  of  the  money  that  has  been  spent  where  there  is  no  return 
and  the  money  that  is  spent  where  there  has  been  returns? 

Mr.  Ball.  \Vell,  I  don't  know,  offhand,  what  percentage  of  the 
money  that  has  been  invested  in  the  oil  industry  has  l^een  invested 
successfully  from  that  standpoint.  I  should  judge  that  probably 
at  least  as  much  has  been  wasted  as  has  been  successfully  expended 
in  development.'  Now,  if  that  is  true,  I  think  with  yoii,  that  half 
of  the  money  that  has  been  put  into  the  oil  industry,  into  drilling 
wells,  has  been  wasted  from  the  standpoint  of  society. 

Mr.  Lenroot.  You  mean  that  where  one  has  been  successful,  one 
has  been  wasted  in  finding  oil  ? 

Mr.  Ball.  Of  the  money  expended  in  drilling,  half  has  been  suc- 
cessful and  half  has  not. 

Mr.  Lenroot.  You  don't  call  that  waste,  do  you? 

Mr.  Ball.  The  half  that  has  not  be^n  succevssful. 

Mr.  Lenroot.  Do  you  call  that  waste? 

Mr.  Baix.  Not  totally. 

Mr.  Lenroot.  Because  the  half  that  has  been  discovered  would 
not  have  been  discovered  if  the  half  had  not  been  wasted. 

Mr.  Ball.  That  is  what  I  was  going  to  get  to  in  a  minute.  If  we 
had  a  perfect  system  for  finding  oil,  a  perfectly  scientific  system,  so 
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that  you  could  be  assured  whether  you  were  drilling  in  the  right 
place  or  not,  then  I  should  say  that  so  far  as  society  is  concerned 
every  cent  you  wasted  in  drilling  a  dry  hole  was  absolute  waste  to 
society,  because  it  had  better  be  employed  where  you  are  going  to 
get  oil.  But  so  long  as  we  haven't  that  scientific  knowledge,  as  yet, 
then  the  half  that  you  expend  in  fruitless  drilling  is  necessary  to 
the  half  that  you  expend  in  profitable  drilling.  I<  rom  that  stand- 
point it  is  not  an  economic  waste. 

And  let  me  say,  with  the  question  in  mind  which  you  asked  yester- 
day as  to  whether  we  are  approaching  a  point  where  scientific  ac- 
curacy is  cutting  down  the  number  of  dry  holes,  we  are  traveling 
slowly  toward  that  point.  Geology  is  cutting  down  the  number  of 
dry  holes.  That  is,  geology  says,  as  you  say,  that  we  should  not 
go  out  and  drill  on  C  Street,  because  we  will  get  granite,  and  no- 
body is  going  to  get  any  oil  from  granite.  At  the  same  time  oil 
has  a  habit  of  being  found  at  unexpected  places,  and  there  must  be 
a  certain  number  of  fools  in  the  business  who  don't  know  any  better 
and  who  go  out  and  discover  new  fields  where  the  geologists  say  there 
are  none.  That  seems  to  be  an  absolute  necessity  in  the  business. 
Representative  Chandler,  in  talking  to  Mr.  Rice  a  little  while  ago, 
mentioned  three  or  four  places  where  he  knew  that  had  happened, 
and  I  have  known  of  it  to  happen  at  least  that  many  times. 

Mr.  Taylor.  That  applies  to  all  mining  developments,  does  it  not? 

Mr.  Ball.  Yes,  sir. 

Mr.  Taylor.  It  is  very  largely  a  gamble,  anyhow,  and  only  about 
one  in  a  hundred  wins. 

Miss  Rankin.  You  think  that  you  are  running  a  rather  safe 
chance  to  say  that  in  going  into  the  oil  business  society  gets  more 
out  of  the  oil  business  than  it  loses? 

Mr.  Ball.  Yes. 

Miss  Rankin.  Then  if  it  is  a  good  chance  for  the  individual, 
why  isn't  it  a  good  chance  for  society  to  take  as  a  whole  through 
its  government  and  where  there  would  be  great  chances  of  profit, 
because  there  would  be  no  royalty  and  no  competition — no  waste 
from  competition? 

Mr.  Balu  I  think  I  have  touched  upon  the  one  objection  to  that. 
If  I  were  Secretary  of  the  Interior  and  the  oil  industry  were  turned 
oyer  to  me  to  administer,  I  should  never  drill  a  hole  where  a  geolo- 
^st  did  not  tell  me  to;  just  as,  being  the  chief  geologist  of  a  division 
of  a  big  company,  I  don't  intend  to  drill  any  hole  in  any  place 
that  my  geologists  don't  recommend  to  me.  But  by  coming  to  that 
decision,  though  in  nine  cases  out  of  ten  it  might  be  a  sound  one,  I 
^ould  lose  the  tenth  case,  and  that  might  be  a  serious  loss. 

Miss  Rankin.  Do  you  think  that  it  is  true  that  it  is  always  the 
man  who  finds  the  oil  who  reaps  the  reward? 

Mr.  Ball.  Not  by  any  means. 

Miss  Rankin.  Then  don't  you  think  that  if  society  decides  in 
handling  oil  through  the  Government — ^if  they  should  decide  to  give 
a  reward  to  the  individual  who  actually  gave  evidence  that  there 
was  oil  in  unexpected  places  that  there  would  be  more  people  who 
J^'ould  hunt  that  reward,  because  it  would  be  a  surer  reward,  although 
it  would  not  be  a  large  reward? 

Mr.  Ball.  I  think  that  in  the  oil  business  it  is  chiefly  the  size  of 
the  reward  that  tempts  the  man.    It  is  the  gambling  instinct  that 
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gets  into  his  blood,  and  when  he  gets  into  the  oil  business  he  never 
gets  out. 

Mr.  Eaker.  How  could  there  be  any  hazard,  according  to  your 
statement,  Mr.  Ball,  if  the  geologists  could  tell  you  now  just  where 
to  bore  in  order  to  find  oil,  and  it  is  only  one  case  out  of  ten  that 
some  fool,  to  use  your  language,  went  out  and  actually  found  oil  ? 

Mr.  Ball.  The  geologist  can  never  tell  you  where  you  will  find 
oil.  All  the  geologist  can  do  is  to  tell  you  certain  places  where  it 
would  not  be  advisable  to  drill.  He  can  tell  you  that  the  chances 
are  better  of  finding  oil  here  than  over  there.  That  is  as  far  as  he 
can  go.  The  only  man  who  can  tell  you  with  certainty  whether 
there  is  oil  in  the  ground  in  a  particular  place  is  the  man  that  puts 
a  drill  down  there. 

Mr.  Baker.  Certainly ;  that  is  the  ordinary,  common  horse-sense 
way  to  do  it. 

Mr.  Lenroot.  There  is  just  one  question  that  I  omitted.  You  are 
familiar  with  the  prices  paid  for  crude  oil  in  Wyoming? 

Mr.  Ball.  Not  particularly.    In  a  general  way  I  am. 

Mr.  Lenroot.  And  also  in  California,  in  a  general  way? 

Mr.  Ball.  In  a  very  general  way  in  California. 

Mr.  Lenroot.  And  are  you  familiar,  in  a  general  way,  with  the 
differences  in  quality,  if  any,  between  Wyoming  oil  and  California 
oil? 

Mr.  Ball.  Yes ;  in  a  general  way. 

Mr.  Lenroot.  Have  you  made  any  investigation,  or  can  you  give 
the  committee  any  information,  as  to  the  relative  prices  for  crude 
in  Wyoming  and  California,  of  the  same  quality  ? 

Mr.  Ball.  California  does  not  produce  any  crude,  or  any  con- 
siderable amount  of  crude,  of  the  quality  of  most  of  the  Wyoming 
oil. 

Mr.  Lenroot.  Is  it  higher  or  lower? 

Mr.  Ball.  The  Wyoming  oil  is  a  higher-grade  oil.  There  are 
two  kinds  of  oil  produced  in  Wyoming.  By  the  wav,  this  list  of 
fields  that  I  read  included  only  the  light  oil  fields.  There  is  black 
oil  and  light  oil,  and  the  black  oil  is  comparable  to  about  the  average 
California  oil,  I  think.  I  am  a  little  hazy  in  my  recollection  of  that 
The  light  oil  is  better  than  California  oil. 

Mr.  jLiEnroot,  Well,  can  you  give  the  committee  any  information 
as  to  the  relative  difference,  taking  into  account  the  difference  in 
quality^etween  the  prices  of  crude  in  California  and  in  Wyoming? 

Mr.  JBall.  I  don't  think  I  could,  Mr.  Lenroot — ^anything  that 
would  be  of  value  to  the  committee  at  all. 

Mr.  Lenroot.  Well,  Mr.  Ball,  in  making  the  charge  that  the 
Standard  Oil  had  a  monopoly  in  .Wyoming,  it  becomes  very  im- 
portant as  to  whether  the  public,  protected  one  way  or  the  other- 
it  is  important  to  know  whether  that  monopoly  is  injuring  the  pro- 
ducer of  oil  or  not. 

Mr.  Ball.  Oh,  yes. 

Mr.  Lenroot.  That  is  what  I  am  getting  at. 

Mr.  Ball.  Well,  the  point  of  comparison  is  not  with  California. 
It  is  with  the  eastern  fields. 

Mr,  Lenroot.  Well,  take  the  eastern  fields.  I  just  happened  to 
think  of  California. 
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Mr.  Ball.  Wyoming  oil  comes  east,  and  Wyoming  refined 
products. 

Mr.  Lenroot.  I  would  rather  take  it  that  way,  then. 

Mr.  Ball.  While  I  am  not  particularly  familiar  with  that  matter, 
Grass  Creek  oil,  which  is  a  good  grade  of  Wyoming  oil,  is  bringing 
$1.75, 1  beHeve,  and  Pennsylvania  oil  is  bringing  $3.75. 

Mr.  Lenroot.  The  same  quality  ? 

Mr.  Ball.  Approximately  the  same  quality.  Now,  you  have  to 
figure,  of  course,  that  the  Wyoming  oil  is  farther  away  from  market 
than  Pennsylvania. 

Mr.  Lenroot.  Do  you  know  the  freight  rate? 

Mr.  Ball.  No,  I  don't.  I  don't  think  the  transportation  charge 
covers  the  entire  difference,  however. 

The  Chairman.  Is  there  any  pipe  line  from  Wyoming  to  the  East 
at  all? 

Mr.  Ball.  No  ;  it  is  entirely  tank  car. 

The  Chairman.  It  all  has  to  be  hauled  by  tank  cars? 

Mr.  Ball.  Yes. 

The  Chairman.  And  that  is  why  the  great  discrepancy  in  price? 

Mr.  Ball.  Yes ;  although  I  don't  believe  that  accounts  for  all  of  it. 

Mr.  Lenroot.  If  it  should  account  for  all  of  it,  then  what? 

Mr.  Ball.  Then  I  should  say  that  the  monopoly  treated  the  pro- 
ducer with  entire  fairness. 

The  Chairman.  Of  course,  the  Mid-Continent  oil  is  brought  by 
pipe  lines  east,  clear  to  the  coast. 

Mr.  Ball.  Clear  to  the  eastern  seaboard ;  to  New  Jersey ;  Bayonne. 

The  Chairman.  How  do  you  account  for  the  discrepancy  in  the 

?rice  of  oil  in  Pennsylvania,  where  it  sells  for  $3.75,  and  out  at 
ushing,  in  Oklahoma,  where  it  sells  for  $2  ? 

Mr.  Ball.  That  is  the  thing  I  have  vainly  tried  to  account  for  many 
times. 

The  Chairman.  The  quality  of  oil  is  about  the  same  ? 

Mr,  Ball.  Yes,  sir. 

The  Chairman.  And,  of  course,  the  transportation  charges  are 
nil  where  it  is  brought  through  the  pipe  lines. 

Mr.  Ball.  Of  course,  they  are  something,  because  you  have  a  big 
investment  to  pay  interest  on. 

The  Chairman.  But  nothing  likQ  $1.75  a  barrel. 

Mr.  Ball.  No. 

Mr.  Saker.  Mr.  Ball,  how  long  did  you  say  you  were  in  the  Geo- 
lorical  Survey,  or  in  that  branch  of  the  Department  of  the  Interior  ? 

Mr.  Ball.  1  was  in  the  Geological  Survey  from  1906  to  1916; 
nearly  10  years — ^not  quite. 

Mr.  Baker.  And  what  were  your  functions  and  duties  in  relation 
to  examining  oil  lands? 

Mr.  Ball.  For  five  years — ^lust  about  exactly  five  years — ^I  was 
chairman  of  the  oil  board,  which  is  the  boara  that  passes  on  the 
classification  and  withdrawal  of  public  lands  supposed  to  contain  oil. 

Mr.  Baker.  That  is  in  the  Department  of  the  Interior  and  in  the 
Oeological  Survey? 

Mr.  Ball.  Yes,  sir. 

Mr.  Baker.  Now,  what  years  were  those  five  years? 

Mr.  Ball.  Those  were  from  about  the  1st  of  January,  1911, 1  think, 
to  the  30th  of  March,  1916.    I  think  that  was  the  period. 
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Mr.  Bakeb.  Now,  how  many  of  the  oil  fields  or  the  fields  where  the 
reserves  were  afterwards  made  did  you  personally  examine? 

Afr.  Ball.  The  number  that  I  personally  examined? 

Mr.  Raker.  On  the  ground,  I  mean. 

Mr.  Ball.  Yes;  I  know.  That  I  personally  examined.  I  person- 
ally examined  in  detail  all  those  fields  west  of  Casper*  in  Wy<Mning — 
Oil  Mountain,  Poison  Spider,  Pine  Mountain — and  there  are  a  num- 
ber of  fields  in  there. 

Mr.  Raker.  In  Wyoming? 

Mr.  Ball.  Yes. 

Mr.  Raker.  You  practically  examined  all  of  the  fields  where  res- 
ervations were  made  for  oil  land  in  Wyoming? 

Mr.  Ball.  No;  let  me  see.  I  think  I  have  examined,  in  either  a 
reconnoissance  way  or  in  detail,  four-fifths — ^I  have  been  in  at  least 
four-fifths  of  the  withdrawn  fields  in  Wyoming. 

Mr.  Raker.  How  about  Montana  ? 

Mr.  Ball.  I  have  been  in  practically  none  in  Montana.  I  have 
been  in  the  biggest  withdrawn  area  in  Utah. 

Mr.  Raker.  During  the  same  years? 

Mr.  Ball.  Yes. 

Mr.  Raker.  What  part  of  the  Wyoming  fields  that  were  eventually 
withdrawn  did  vou  make  personal  investigation  on  the  ground  ? 

Mr.  Ball.  Of  the  Wyoming  fields? 

Mr.  Raker.  No  ;  I  mean  the  Utah  fields. 

Mr.  Ball.  In  Utah,  the  largest  of  the  three  withdrawals. 

Mr.  Raker.  That  would  be  about  how  much  of  the  entire  with- 
drawal ? 

Mr.  Ball.  Well,  I  could  hardly  state  that  in  area.  The  other  two 
withdrawals  were  very  small.  I  don't  mean  that  I  made  detailed 
examination  of  that  entire  field.  I  did  not.  I  was  just  in  there  on  a 
ranid  reconnoissance. 

Mr.  Raker.  Any  other  State  ? 

Mr.  Ball.  Then,  in  California  I  have  been  through  practically  all 
the  withdrawn  fields,  rapidly. 

Mr.  Raker.  During  your  work  in  the  United  States  Geological 
Survey  ? 

Mr.  Ball.  Yes,  sir;  all  this  was  during  work  in  the  Geological 
Survey. 

Mr.  Raker.  You  went  through  practically  all  the  California  fields? 

Mr.  Ball.  Yes.  Then,  I  have  been  in  the  Boulder  field  in  Colo- 
rado. And  there  are  probably  other  fields  that  I  don't  think  of  at 
the  moment. 

Mr.  Raker.  The  great  part  of  the  Colorado  field,  or  only  a  small 
l)art  of  it? 

Mr.  Ball.  That  is  only  one  of  the  three  Colorado  fields — the 
Boulder  field. 

Mr.  Raker.  Now,  when  did  you  quit  the  Geological  Survey  ? 

Mr.  Ball.  The  30th  of  March,  1916. 

Mr.  Raker.  Where  have  you  been  employed  since  that  time? 

Mr.  Ball.  From  then  until  the  2d  of  June,  1917,  I  was  in  the 
Bureau  of  Mines. 

Mr.  Raker.  And  since  that  time  ? 

Mr.  Ball.  Since  June  2,  1917, 1  have  been  with  the  Roxana  Petro- 
leum Co. 
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Mr.  Raker.  What  did  you  leave  the  Bureau  of  Mines  for! 

Mr.  Ball.  Because  I  had  a  better  offer  outside. 

Mr.  Raker.  By  whom  ? 

Mr.  Ball.  By  the  Roxana  Petroleum  Co. 

Mr.  Raker.  Have  ^ou  ^one  into  the  general  land  laws  relative  to 
the  placer-mining  clamis,  during  your  incumbency  as  a  public  official, 
as  to  the  quantity  of  land  that  a  man  should  be  entitled  to  acquire,  or 
an  individual  ? 

Mr.  Ball.  Yes. 

Mr.  Raker.  Did  you  ever  make  any  i*ecommendations  to  your  chief 
or  to  the  Commissioner  of  the  General  Land  Office,  or  the  Secretary 
of  the  Interior,  in  regard  to  the  amendment  of  these  laws? 

Mr.  Ball.  Why,  I  was  in  at  the  drafting  of  several  different  bills 
with  regard  to  the  oil  lands.  I  don't  think  that  I  had  a  determining 
hand  in  any  of  those,  but  I  was  in  the  conference  at  which  they  were 
drafted. 

Mr.  Raker.  Now,  what  particular  bills  were  you  in  conference  on 
the  drafting  of? 

Mr.  Ball.  Those  were  the  predecessors  of  H.  R.  3232. 

Mr.  Raker.  The  ones  that  were  the  predecessors  of  this  bill  ? 

Mr.  Ball.  Sent  over  to  Congress  by  Secretary  Ballinger  and  Secre- 
tary Fisher,  and  so  on.  They  were  the  predecessors — they  were 
leasing  bills  for  oil  lands. 

Mr.  Raker.  Well,  in  1916 — ^it  wasn't  Secretary  Ballinger  then, 
was  it? 

Mr.  Ball.  In  1906  I  began. 

Mr.  Raker.  Yes,  I  know ;  but  you  said  Ballinger.  I  want  to  know 
if  you  got  in  on  these  bills  that  came  from  Secretary  Lane^s  office. 

Mr.  Ball.  I  had  a  chance  to  review  this  bill  when  it  was  first 
drafted. 

Mr.  Raker.  Four  years  ago? 

Mr.  Ball.  Yes,  sir. 

Mr.  Raker.  Now,  what  specific  recommendations  did  you  make  to 
the  Secretary  of  the  Interior,  to  the  Commissioner  of  the  General 
Land  Office,  or  the  Chief  of  the  Geological  Survey  ? 

Mr.  Ball.  I  made  recommendations  to  my  immediate  chief,  who 
was  chairman  of  the  land  classification  board,  and  I  think  that  he 
transmitted  those  to  the  Director  of  the  Geological  Survey,  and  so 
far  as  I  know  they  never  went  any  farther. 

Mr.  Raker.  Wnat  were  those  recommendations? 

Mr.  Ball.  Those  were  recommendations  along  the  line  of  the  acre- 
age  increase  that  I  have  suggested  to-day;  the  elimination  of  the 
patent  provision  and  the  increasing  of  the  acreage  limitation  in  each 
case. 

Mr.  Raker.  Then,  you  have  always  been  in  favor  of  large  acreage 
to  the  oil  claimants? 

Mr.  Ball.  Not  always,  Mr.  Raker. 

Mr.  Raker.  When  did  you  change  between  allowing  them  a  small 
acreage  to  that  of  allowing  them  a  lar^e  acreage? 

Mr.  Ball.  I  went  through  an  evolution  that  I  think  a  good  many 
people  have  gone  through,  starting  at  the  initial  belief  that  the  defect 
of  the  placer  law  was  that  it  gave  unlimited  acreage  and  going  to 
the  other  extreme  of  wishing  to  cut  every  claimant  down  to  a  very 
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small  tract.  Through  my  early  years  with  the  Geological  Surve] 
studying  the  oil  indi^ry  and  oil  development  I  grew  out  of  that,  an( 
for  live  or  six  years  I  have  believed  as  I  believe  now. 

Mr.  Raker.  That  a  small  acreage  and  the  number  of  people's  con 
trol,  properly  and  legitimately  handled,  creates  monopoly;  wherea 
a  large  acreage  does  not  create  monopoly  ?  Now,  I  want  to  call  you 
attention  to  this :  I  am  assuming  now  that  the  small  acreage  is  prop 
erly  drilled  and  properly  conserved — and  I  put  it  in  my  question- 
now,  I  will  ask  you  if  it  is  your  view  and  your  intent  to  convey  U 
the  committee  that  land  which  is  thus  held  and  used  and  occupiec 
and  handled  creates  monopoly ;  whereas  a  large  acreage  does  not  ? 

Mr.  Ball.  I  think  it  has  a  tendency  to.  But  I  may  add  this,  thai 
acreage  held  in  small  tracts,  in  diversified  ownership,  will  very  sel 
dom  be  properly  drilled  and  handled.  That  is  the  conclusion  thai 
aroused  my  interest. 

Mr.  Raker.  Then  you  intend  to  tell  the  committee  that  practical!] 
all  of  the  California  fields  have  been  improperly  handl^,  because 
these  men  have  not  had  competent  geologists,  and  competent  men  tc 
bore  wells  and  handle  and  conserve  the  oil  ? 

Mr.  Ball.  Not  at  all.  The  Califomians  have  had  splendid  geolo- 
gists, and  they  have  had  some  of  the  most  compentent  operating  men 
that  have  ever  been  in  the  oil  business;  but  tne  very  nature  of  tb€ 
economic  aspect  of  the  question  when  a  field  is  cut  into  small  tracts 
leads  to  hasty  drilling  and  to  many  wastes  and  losses,  which  your 
own  mining  bureau  of  California  is  doing  its  very  best  to-day  to 
correct. 

Mr.  Raker.  I  understood  you  to  say  that  so  far  as  California — ^and 
I  want  to  be  specific  on  that — ^you  are  not  familiar  with  the  drilling, 
the  operations,  or  the  handling  of  the  oil,  so  therefore  you  would  not 
be  in  a  position  to  say  that  they  had  wasted  or  properly  conserved  it! 
Is  that  right ! 

Mr.  Ball.  I  have  had  a  good  deal  to  do  with  California  condi- 
tions, while  I  am  not  thoroughly  familiar  with  the  fields  myself.  I 
never  spent  but  10  days  there. 

Mr.  Kaker.  That  is  what  I  want,  what  you  know  personally.  I 
don't  care  what  somebody  else  has  told  jrou.  I  am  trying  to  get 
your  own  personal  knowledge,  and  if  you  will  give  that,  my  examina- 
tion will  be  much  shorter,  and  I  know  that  is  what  the  committee 
wants — your  personal  observation. 

Mr.  Ball.  I  would  find  it  very  hard  to  separate  personal  observa- 
tions from  the  official  reports  that  have  come  to  me  from  men  whom 
I  know  could  be  trusted  on  the  subject. 

Mr.  Raker.  But  you  intend  to  convey  to  the  committee  now  that 
the  method  of  handling  and  boring  these  wells  in  the  California 
fields  has  been  a  wasteful  method? 

Mr.  Ball.  Yes,  sir. 

Mr.  Raker.  And  they  have  sunk  many  wells  that  they  had  no 
right  to  sink,  if  they  had  gotten  proper  geologists  ? 

Mr.  Ball.  I  think  there  has  feen  less  of  that  in  California— that 
is  not  a  serious  objection  in  California  so  far  as  I  loiow. 

Mr.  Raker.  What  is  the  serious  objection  ? 

Mr.  Ball.  The  serious  objection  is  the  bringing  of  oil  to  the  surface 
prematurely,  which  has  resulted  in  storage  losses,  so  that  the  State 
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oineralologist  has  made  the  statement  that  a  quarter  of  the  value 
if  the  oil  produced  in  California  is  lost  by  evaporation  every  day; 
he  bringing  of  the  oil  to  the  surface  when  there  were  not  storage 
Bcilities  for  it,  and  in  the  handling  of  wells  so  that  water  has  filtered 
Dto  the  oil  sand.  The  water  problem,  I  understand,  is  a  very  serious 
)roblem  in  California  to-day.  They  are  trying  to  fight  it  by  every 
Deans  possible. 

Mr.  Raker.  That  has  come  to  you  secondhanded,  the  water  prob- 
em? 

Mr.  Ball.  It  has  all  come  through  official  sources. 

Mr.  Kakek.  As  to  the  storing  of  oil  your  contention  before  the 
X)mmittee  is  that  the  oil  that  these  California  people  have  tried  to 
itore  and  keep  on  hand  for  a  supply  is  the  wrong  method,  it  is  waste- 
hil  because  of  the  evaporation,  and  they  should  leave  it  in  the 
»round  until  they  get  ready  to  use  it?  Is  that  the  theory  that  you 
«^ant  to  convey  to  the  committee? 

Mr.  Ball.  A  large  amount  of  oil  in  storage  is  necessary,  where  it 
can  be  drawn  on  for  emergency  use ;  but  a  large  amount  of  field  stor- 
age, particularly  open-air  storage  or  earthen  storage,  is  not  necessary. 

Mr.  Raker.  But  your  general  statement  this  morning  was  that 
any  storage  was  wasteful,  and  you  don't  want  the  committee  to  un- 
derstand that  the  proper  method  and  proper  course  to  pursue  is  to 
get  enough  on  hand  to  supply  two  or  three  years  in  advance,  as  a 
reserve,  do  you  ? 

Mr.  Ball.  No  ;  not  so  much  as  that. 

Mr.  Raker.  That  ought  to  be  done — nmst  be  done — shouldn't  it  ? 

Mr.  Ball.  Something  of  that  sort  should  be  done.  I  don't  know 
whether  that  is  the  right  percentage,  but  something  of  that  sort.  I 
don't  know  whether  it  should  be  nine  months  or  three  years. 

Mr.  Raker.  You  don't  intend  to  convey  the  idea  that  the  only  way 
to  have  oil  is  to  have  it  in  the  ground,  and  when  some  geologist  tells 
you  to  bore  a  well,  you  bore  the  well  and  go  after  it? 

Mr.  Ball.  For  long-time  storage,  yes;  for  short-time  storage,  no. 

Mr.  Raker.  Then  your  theory  is  that  you  should  not  bore  these 
wells  until  you  get  ready  for  the  oil  ? 

Mr.  Ball.  Approximately,  until  you  are  near  the  point  where  you 
need  that  oil-  A  certain  amount  of  storage,  as  you  say,  is  necessary — 
"  diort-time  storage  "  we  will  call  it.  Now,  of  course,  the  evapora- 
tion loss  goes  on  there,  just  as  it  does  in  any  other  storage,  but  that 
is  necessary,  but  it  shomd  not  be  carried  any  further  than  is  neces- 
sary. 

Mr.  Raker.  And  the  theory  that  you  gave  the  committee  this 
morning  as  to  the  weUs  and  your  idea  is  that  a  man  can  drain  40 
acres  or  a  thousand  acres  with  one  well  just  as  T^ell  as  with  many  ? 

Mr.  Ball.  In  some  fields  and  in  some  conditions.    Now,  take  a 

field  like  some  we  have  in  Wyoming,  where  the  oil  sand  is  very 

tight— almost  impervious — and  the  oil  drains  through  a  very  small 
area 

Mr.  Raker  (interposing).  How  much? 

Mr.  Ball.  Oh,  I  think  that  a  well  such  as  I  have  seen  in  the  Torch- 
light field— I  think  that  will  drain  200  feet  from  the  well  pretty 

well. 

Mr.  Raker.  Where  are  these  fields  that  they  drain  3  miles. 
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Mr.  Ball.  That  statement  I  did  not  make  of  my  own  knowledge. 
I  simply  stated  it  as  Mr.  Henderson's  statement.  I  think  it  is  Kern 
River.    It  is  either  Kem  River  or  Belridge. 

Mr.  GiLLETT.  It  was  a  river  bed,  and  the  oil  followed  the  bed  right 
along. 

Mr.  Ball.  That  is  an  exceptional  case. 

Mr.  GiLLETT.  I  think  Mr.  Henderson  said  it  was  a  well  there 
drilled  on  a  fault,  or  an  old  river  bed,  and  that  narrow  ridge  came 
like  a  river  and  probably  drained  several  miles.      • 

Mr.  Raker.  Then  your  statement  this  morning  that  it  might  drain 
8  miles  or  li  miles  or  2  miles — that  was  only  hearsay  from  some- 
where else? 

Mr.  Ball.  I  said  that  I  thought  it  was  an  extreme  case  in  any 
event. 

Mr.  Raker.  What  are  the  fields  that  drain  2  miles?  I  want  to 
get  them  into  the  record  here  if  there  are  any  that  you  know  of. 

Mr.  Ball.  As  I  said  this  morning,  that  is  a  question  which  no 
one  can  speak  positively  on. 

Mr.  Raker.  I  thought  you  told  me  this  morning  from  this  geolo- 
gist— ^this  gentleman's  letter  here — ^that  he  had  it  all  figured  out 
that  you  drilled  so  many  wells  wrong  and  you  spent  so  much 
money.  Now,  if  that  can  be  determined  in  advance,  just  where  is 
that  ground  that  will  drain  2  miles  ? 

Mr.  Ball.  I  don't  know  of  any  case  where  a  2-mile  drain  has  been 
absolutely  established. 

Mr.  Raker.  Do  you  know  where  there  is  a  mile  drainage  estab- 
lished ? 

Mr.  Ball.  No.  I  should  like  to  go  back  to  that  letter  that  I  read 
this  morning  in  which  he  said 

Mr.  Raker  (interposing).  I  heard  that,  of  course,  and  I  don't  care 
to  take  time  with  that  now. 

Mr.  Baix  (continuing).  That  it  is  necessarily  an  empirical  as- 
sumption which  can  best  be  made  by  the  man  who  has  drilled  in  that 
field. 

Mr.  Raker.  You  answered  Mr.  Lenroot's  question  that  the  only 
reason  he  could  draw  that  deduction  was  that  he  did  it  after  the 
work  was  done. 

Mr.  Ball.  Not  entirely.  Now,  I  am  getting  away  from  the 
geologist's  and  into  the  engineer's  province — the  engineer  or  the 
practical  oil  man — ^because  practical  oil  men  sometimes  get  to  be  as 
good  engineers  as  trained  ones.  The  engineer  who  drills  through  a 
sand,  for  instance,  finds  out  how  thick  it  is,  how  porous  it  is,  what 
the  formation  is,  what  the  viscosity  of  the  oil  is,  and  he  is  in  a  pretty 
good  position  to  judge  how  much  the  well  will  drain  and  how  many 
it  is  necessary  to  put  in  a  given  field. 

Mr.  Raker.  You  think  if  a  man  had  the  patented  land  himself  he 
wouldn't  be  anxious  to  drill  many  wells  on  it? 

Mr.  Ball.  Well,  he  would  be  controlled  somewhat  by  that  fact. 

Mr.  Raker.  He  would  have  plenty  of  time  to  wait  and  drill  ? 

Mr.  Ball.  Providing  the  land  around  him  was  not  being  drilled. 
He  wouldn't  drill  any  more  wells  than  were  necessary  to  get  the  oil 
out,  you  know. 

Mr.  Raker.  Then  if  a  man  had  a  section  of  land  here  and  he  should 
bore  30  wells  on  his  own  patented  land,  and  there  were  no  wells 
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around  him;  in  that  case,  then,  according  to  your  statement,  thes» 
people  in  California  have  not  had  the  right  idea,  neither  have  these 
geologists  you  speak  of,  nor  the  engineers. 

Mr.  Ball.  Well,  there  is  another  factor  that  I  wanted  to  mention, 
and  that  is  market  demand.  A  man  will  drill  more  wells  when  the 
market  is  up  and  the  demand  is  keen  than  he  will  when  the  market  is 
down. 

Mr.  Saker.  Certainly;  but  as  I  understood  you,  Mr.  Ball,  this 
morning  you  were  trying  to  convey  the  idea  to  the  committee  that 
if  you  give  a  number  of  people  small  tracts  of  land  they  just  go  in 
and  drill  and  waste  oil,  but  now  I  understand  your  statement  to  mean 
that  the  man  will  drill  according  to  the  market,  so  as  to  get  it  on  the 
market  and  sell  it.    Is  that  the  real  situation  ? 

Mr.  Ball.  That  is  true,  if  he  has  a  single  large  area. 

Mr.  Raker.  Now,  if  that  is  true,  then  you  give  the  large  man — give 
the  man  who  can  control  a  large  area,  as  in  this  Wyoming  field — if 
you  give  that  only  to  four  parties  they  could  hold  the  oil  and  run 
the  price  up  to  suit  themselves,  and  when  the  market  would  get  short 
they  would  still  drill  less  and  continue  to  put  the  price  up. 

Mr.  Ball.  If  that  was  the  only  field  in  Wyoming. 

Mr.  Baker.  Then  that  would  be  the  case? 

Mr.  Ball.  If  that  were  the  only  field  in  Wyoming. 

Mr.  Raker.  Now,  suppose  you  take  this  good  field  in  Wyoming  and 
divide  it  up  into  four  parts.  Those  people  then  would  be  in  a  posi- 
tion that  they  could  cease  drilling  and  take  advantage  of  the  scarcity 
of  oil  to  run  the  price  up  out  of  sight,  and  it  would  be  to  their  interest 
to  do  it. 

Mr.  Ball.  Not  so  long 

Mr.  Raker  (interposmg).  It  would  be  to  their  interest  to  do  it, 
wouldn't  it? 

Mr.  Ball.  Not  so  long  as  there  were  other  competing  fields. 

Mr.  Raker.  I  say,  if  there  were  no  other  competing  fields,  for  the 
sake  of  argument. 

Mr.  Ball.  If  there  are  no  other  competing  fields,  certainly. 

Mr.  Raker.  That  would  be  the  result,  and  that  would  be  what  they 
would  want,  the  large  concerns. 

Mr.  Ball.  If  they  had  no  competition  from  other  fields. 

Mr.  Raker.  I  am  assuming  they  have  no  other  competing  fields.  I 
sav,  if  this  one  field  is  divided  up  into  four  parts,  and  they  had  no 
other  competitors,  they  could  so  manipulate  and  handle  that  field  in 
the  way  of  production  as  to  run  the  price  of  oil  up  two  or  three  times, 
and  it  would  be  to  their  interest  to  do  it  ? 

Mr.  I'.ALL.  It  would  take  nil  four  to  decide.  One  couldn't  do  it 
without  ihe  other  three. 

Mr.  Raker.  Do  you  want  such  a  condition  to  prevail  ? 

Mr.  Baix.  No ;  because  I  don't  know  of  any  case  where  there  is  one 
field  that  is  not  ffoing  to  come  into  competition  with  other  fields. 

Mr.  Raker.  The  only  reas^m  the  large  concerns  couldn't  do  that 
would  be  because  there  are  a  nmnl)er  of  small  holdings,  and  when  men 
see  the  price  of  oil  going  up  and  scracity  of  oil,  they  commence  to  use 
allthe  energy  they  have  to  produce  more  oil,  don't  they? 

Mr.  Bau..  Not  only  a  numl)er  of  small  holders,  but  other  large 
holdoi^s. 
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Mr.  Baker.  I  am  saying  the  small  holders.  That  would  be  the 
condition,  wouldn't  it? 

Mr.  Ball.  Yes.  So  that,  if  I  understand  your  question  clearly, 
if  you  had  four  men  or  four  concerns  holding  Salt  Creek,  and  a  fifth 
and  a  sixth  concern  holding  Grass  Creek,  and  a  seventh  and  an  eighth 
concern  holding  Elk  Basin  there  would  be  no  danger  to  the  public 
of  the  four  people  holding  Salt  Creek  running  the  price  of  oil  up. 

Mr.  Baker.  Doesn't  it  seem  strange  that  with  such  great  geologists 
and  men  as  we  have  now,  from  your  statement,  that  with  all  this 
amount  of  oil  land  in  the  United  States,  and  California,  that  we 
should  have  been  wasting  all  that  amount  of  oil  and  gas  and  none 
has  been  conserved — that  great  amount  that  has  gone  to  waste? 

Mr.  Ball.  It  is  the  result  of  conditions,  I  thmk,  a  result  forced 
by  the  conditions. 

Mr.  Baker.  In  other  words,  you  mean  now  that  that  has  been  thus 
wasted  even  up  to  the  present  time  by  these  oil  producers  in  Cali- 
fornia ? 

Mr.  Ball.  Yes. 

Mr.  Baker.  Is  that  right? 

Mr.  Ball.  Yes. 

Mr.  Baker.  And  while  you  were  in  the  department,  or  any  of  your 
assistants,  up  to  the  present  time,  do  you  know  if  they  have  suggested 
any  method  or  means  by  which  this  waste  could  be  conserved  ? 

Mr.  Ball.  The  Bureau  of  Mines  has  done  a  good  deal  of  work  in 
which  I  had  the  pleasure  of  advising  to  some  extent,  with  regard  to 
developing  methods  for  shutting  off  water  and  methods  for  sealing 
gas  in  the  gas  sand;  processes  designed  to  diminish  waste  of  these 
natural  resources  so  far  as  possible. 

Mr.  Baker.  Don't  you  know  that  in  California  they  have  the  great- 
est experts  and  the  greatest  men  in  the  world  that  have  been  work- 
ing on  the  oil  sand  and  upon  water  to  conserve  the  oil  for  vears? 
Isn't  that  right? 

Mr.  Ball.  The  California  State  Mining  Bureau  has  some  splendid 
men  working  on  that  very  problem,  and  they  are  doing  a  great  work 
I  understand. 

Mr.  Baker.  But  you  think  if  they  are  confined  to  small  holdings 
they  will  waste  it,  but  if  you  give  two  or  three  men  large  tracts  in 
practically  all  the  fields  they  will  conserve  it  ? 

Mr.  Ball.  I  think  so.  I  think  it  is  enlightened  selfishness  that  will 
make  them  do  it,  and  unenlightened  selfishness  will  make  them  waste 
so  long  as  you  force  them  to  go  up  against  those  competitive  condi- 
tions. 

Mr.  Baker.  Now,  you  say  that  there  are  many  private  holdings  in 
Wyoming,  individual  claims,  that  have  been  producing  oil  ? 

Mr.  Ball.  Quite  a  number,  I  think;  yes,  sir. 

Mr.  Baker.  About  what  percentage  ? 

Mr.  Ball.  I  don't  know.  I  couldn't  answer  that  to  Mr.  Lenroot 
awhile  ago. 

Mr.  Baker.  Well,  you  ought  to  give  it  to  us  now. 

Mr.  Ball.  The  number  of  people  in  Wyoming  who  own  oil  claims 
which  are  now  producing  is  undoubtedly  considerable. 

Mr.  Baker.  About  how  much  ?  About  what  percentage  of  the  oil 
produced  in  Wyoming  last  year  and  the  year  before? 
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Mr.  Ball.  The  percentage  of  oil  produced  in  Wyoming  last  year 
from  claims  owned  by  small  individuals 

Mr.  Baker  (interposing).  And  independents. 

Mr.  Ball.  And  independents;  all  companies,  indei>endent  of  the 
Standard  Oil,  will  probably  comprise — ^understand,  this  is  purely  an 
estimate — 76  or  80  per  cent  of  the  production. 

Mr.  Eaker.  Seventy-five  or  80  per  cent  of  all  the  oil  produced  ? 

Mr.  Ball.  Now,  there  is  an  exnlanation  of  that  answer 

Mr.  Baker  (interposing).  I  aon't  care  for  the  amplification.  I 
want  the  answer  down  to  the  percentage.  Well,  I  will  withdraw 
the  question. 

Mr.  Ball.  What  I  was  going  to  say  will,  I  think,  be  a  better 
answer  to  Mr.  Baker's  question.  I  think  he  will  get  what  I  mean 
better.  Those  claims  are  most  of  them  leased  to  other  companies 
which  operate  them,  so  that  the  individual  owners  retain  only  a  roy- 
alty interest,  and  the  production  by  independent  companies  last  year 
I  should  say  would  be  probably  less  than  20  per  cent. 

Mr.  Baker.  Well,  now,  I  don't  get  that.  I  understood  the  first 
part  of  your  answer  was  from  75  to  80  per  cent  of  the  oil  produced 
in  Wyoming  was  by  these  small  companies,  individuals,  and  inde- 
pendent companies. 

Mr.  Ball.  No  ;  was  from  claims  held  by  small  companies  and  in- 
dependents, but  the  producing  was  done  by  the  large  companies. 

Mr.  Elston.  Under  lease. 

Mr.  Ball.  Under  lease. 

Mr.  Baker.  Let's  put  it  in  another  form.  How  much  of  the  oil 
produced  in  Wyoming  in  1917  was  produced  by  independents  and 
other  companies,  exclusive  of  the  Standard  Oil. 

Mr.  Ball.  I  should  say  probably  less  than  20  per  cent. 

Mr.  Baker.  Irrespective  of  the  size  of  the  claims? 

Mr.  Ball.  Yes. 

Mr.  Baker.  So,  then,  these  small  holdings  were  leased  out  to  the 
other  companies — the  Standard  Oil  Co. 

Mr.  Ball.  Yes,  sir. 

Mr.  Baker.  Practically  80  per  cent,  then,  from  your  statement,  of 
this  land  held  by  individuals  and  small  companies  was  under  lease 
by  the  Standard  Oil  Co.? 

Mr.  Ball.  I  would  make  that  statement  80  per  cent  of  the  pro- 
duction rather  than  80  per  cent  of  the  land. 

Mr.  Baker.  Eighty  per  cent  of  the  production.  That  is  all  right. 
^  Mr.  Ball.  I  thmk  this  table  shows  more  than  80  per  cent  of  the 
land. 

Mr.  Baker.  Then  your  theory  is  that  if  you  extend  the  acreage 
you  would  give  the  Standard  Oil  less  opportunity  ? 

Mr.  Ball.  You  will  give  other  people  an  opportunity  to  compete 
^th  the  Standard. 

Mr.  Baker.  Well,  they  are  on  the  ground  and  have  got  their  appli- 
cations on  file. 

Mr.  Ball.  Yes;  they  are  on  the  ground  and  have  their  applications 
on  file  for  the  known  fields. 

Mr.  Baker.  The  Standard  Oil? 

Mr.  Ball.  Yes. 

Mr.  Baker.  Thev  take  it  pretty  near  all,  then,  in  large  tracts  if 
you  give  them  all  they  ask  for. 
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Mr.  Ball.  But  there  still  remains  the  possibility  of  discovering 
other  fields. 

Mr.  Kaker.  But  I  am  confijiing  myself  now  to  the  discovered  fields. 
If  their  applications  are  on  file,  and  making  the  holdings  from  160 
acres  to  four  thousand  eight  hundred  and  some  odd  acres,  you  give 
the  Standard  Oil  an  opportunity  to  take  practically  all  of  it  in  a 
few  mouthfulls. 

Mr.  Ball.  Remember,  I  reconmiended  that  no  one  interest  be  per- 
mitted to  hold  more  than  9,600  acres  in  any  one  State.  That  would 
not  cover  the  entire  oil-producing  area  of  Wyoming  by  any  means. 

Mr.  Raker.  But  it  would  cover  approximately  all  the  best  territory. 

Mr.  Ball.  I  recommended  that  no  concern  be  given  more  than  2,5r>0 
acres  in  a  proven  field. 

Mr.  Raker.  I  say  that  would  take  practically  all  the  best  territory. 

Mr.  Ball.  No;  because,  taking  Salt  Creek,  2,560  acres  would  not, 
by  any  means,  be  all  of  the  best  territory,  and  there  would  be  tlie 
remaining  three-quarters  to  be  leased  to  somebody  else. 

And  taking  Grass  Creek,  the  same  would  be  true.  And  taking 
Elk  Basin,  the  same  would  be  true,  and  all  those  fragments  would 
be  left  after  taking  out  a  2,560-acre  chunk. 

Mr.  Raker.  What  I  wanted  to  get,  though,  is,  if  these  people  now — 
the  small  holders — are  so  arranged  that  the  Standard  Oil  has  practi- 
cally 80  per  cent  of  the  production,  whether  by  increasing  the  holding 
you  would  not  just  increase  their  power  of  production  that  much 
more. 

Mr.  Ball.  Well,  let  me  see  if  I  can  illustrate  this.  I  know  a  com- 
pany— I  don't  care  to  mention  its  name — ^which  has  a  small  holding 
m  a  certain  field  of  pretty  good  production.  I  said  to  one  of  the 
directors  in  the  company,  "I  thought  you  were  affiliated  with  the 
Standard."  He  said,  "  Oh,  no;  we  sell  them  our  oil,  but  that  doesnt 
mean  that  we  like  to  do  so.  If  we  had  a  holding  four  times  as  big 
as  we  have  now,  we  would  go  into  the  refining  business  ourselves,  and 
wouldn't  sell  them  oil."  That  is  the  situation.  These  little  fellows 
lease  their  lands  to  the  Standard,  sell  their  oil  to  the  Standard,  not 
because  they  like  to  do  it  or  think  it  the  most  profitable  thing  to  do, 
but  because  they  have  no  choice.  They  can  not  compete.  They 
haven't  production  enough.    It  is  a  ground-hog  case  with  them. 

Mr.  Raker.  It  has  got  to  be  practically  monopoly  as  to  produc- 
tion, as  well  as  refining  and  selling,  then,  according  to  your  idea! 

Mr.  Ball.  Pretty  closely ;  yes,  sir. 

Mr.  Raker.  In  other  words,  practically  leave  it  in  the  hands  of  two 
or  possibly  three  great  concerns  ? 

Mr.  Ball.  Oh,  you  mean  as  to  the  future?  I  thought  you  meant 
what  had  happened  up  to  date. 

Mr.  Raker.  Right  now,  as  to  the  disposition  of  this  legislation  as 
to  the  future.  In  other  words,  your  theory  is  that  legislation  should 
be  so  drafted  that  it  would  place  it  in  the  hands  of  at  least  two  and 
possibl}'  three  great  concerns  to  control  the  production  and  the  refin- 
mg  and  the  disposition  ? 

Mr.  Ball.  No;  I  say  Wyoming  could  support  six  or  seven  such 
companies — at  least  two,  and  better  three  or  four  or  five  or  six  or 
seven.  I  think  Wyoming  would  support  six  or  seven  such  companies 
who  had  enough  oil  to  go  into  the  refining  business,  and  enough  capi- 
tal to  buy  their  tank  cars  and  market  their  refined  product. 
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Mr.  Sakkb.  But  it  all  resolves  itself  back  to  the  question  of  the 
conoems  large  enough  to  compete  with  the  Standard  Oil  t 

Mr.  Baix.  Yes. 

Mr.  Rak£s.  Do  you  think  the  bill  ou^t  t6  be  so  arranged  and  so 
framed  as  to  give  another  colnpaiiy  the  same  holding  and  #ie  same 
power  that  the  Standard  Oil  has,  so  that  it  might  successfully  com- 
pete with  the  Standard  Oil  ? 

Mr.  Baix.  Yes. 

Mr.  Kakeh.  So  any  legislation  that  would  place  the  other  com- 
panies  in  the  same  position  as  the  Standard  Oil  will  be  perfectly  sat- 
isfactory to  yout 

Mr.  Ball.  The  other  companies  do  not  need  to  be  as  advantageously 
placed  as  the  Standard  is  now,  of  course. 

Mr.  Raker.  No;  but  approximately. 

Mr.  Ball.  No;  all  they  need  is  enough  advantage  so  they  can  go 
into  the  refining  and  marketing  businesa 

Mr.  Raker.  You  would  like  to  see  the  bill  so  amended  and  placed 
in  such  shape  that  it  would  give  them  enou£;h  advantage  so  that  ordi- 
narily they  would  be  in  a  position  to  stand  on  the  same  basis  as  the 
Standard  Oil  in  relation  to  controlling  and  handling  the  market,  and 
to  be  a  competitor  of  the  Standard!  ; 

Mr.  Ball.  Yes ;  a  competitor  of  Standard  Oil. 

Mr.  Raker.  And  that  ougjj^t  to  be  the  attitude  of  the  committee 
in  drafting  legislation? 

Mr.  Ball.  That  is  my  feeling. 

Mr.  Elstfon.  Mr.  Bsdl,  why  shouldn't  there  have  been  an  opi>or- 
tunity  in  Wyoming,  when  80  per  cent  of  the  claims  were  owned  origi- 
nally by  individuals,  to  have  organized  a  pipe  line  and  refining  com- 
pany  and  a  distributing  company  and  thereby  competing  with 
Standard  Oil  ?  We  don't  necessarily  have  to  predicate  that  you  have 
to  have  land  originally  to  enter  into  the  distributing,  pipe  Imes,  and 
the  refining  game. 

,  Mr.  Ball.  In  other  words,  some  one  might  put  in  a  custom  refinery 
li^e  a  custom  smelter,  but  there  is  this  difficulty  before  the  man  who 
tries  to.play  that  game. 

.  Supposing  that  a  man  with  half  a  million  dollars — or,  say,  a  mil- 
UoQ  (mlars — ^Aould  come  into  yfjoming  to-day  and  say,  ^^I  will 
establish  a  custom  refinery.''  He  would  go  to  Casper  and  build  him- 
self a  refinery.  He  would  have  no  production  of  his  own^  therefore 
he  would  have  to  depend  on  what  he  purchased  to  keep  his  refinery 
running.  That  company  could  go  into  the  market  and  purchase 
cnouffh  oil  to  create  a  high  market  price — a  price  that  the  new  man 
<»uld  not  afford  to  pay.  They  could  pay  such  a  price  for  enough  oil 
^  nui  a  small  part  of  their  renning  business,  chargmg  their  loss  oyer 
•gainst  the  profit  gained  from  renning  their  own  oil;  but  he,  having 
^W  it  for  his  entire  oil,  would  soon  be  ruined  and  have  to  auit. 
^Mr.  Emton.  That  is  the  reason  why  there  are  so  few  or  them, 
^^nse  they  are  confronted  with  that  difficulty  ? 

Mr.  Balu  That  is  the  difficulty  right  there. 

Mr.  Rakis.  Now,  Mr.  Ball,  in  your  statement  that  you  had  pub- 
l^^h^  <m  the  7th  of  January,  this  year,  you  made  this  statement: 

The  authors  of  the  bill  were  probalily  not  aware  that  Standard  Oil 
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controls  85  per  cent  of  the  production  of  the  State," — ^relating   to 
Wyoming—^"  90  per  cent  of  the  pipe-line  capacity,  and  98  per  ttent  of 
the  refining  facilities."    Is  that  correct? 
'    Mr.  Ball.  Yes,  sir. 

'  Mr.  Raker.  And  your  purpose  is  now  to  open  up  the  field  so  that 
a  competitive  company  of  like  capacity,  of  like  power,  could  be  per- 
mitted to  exist  ?  .  .  ! 

Mr.  Ball.  It  is  not  at  all  necessary  that  it  be  of  like  capacity  or 
like  power.  It  can  be  very  much  less  than  that  and  still  be  successful. 
'    Mr.  Raker.  Of  similar  capacity  and  similar  power? 

Mr.  Ball.  Yes ;  but  veiy  much  less  capacity  and  power,  and  still 
succeed. 

Mr.  Raker.  But  strong  enough  to  be  a  competitor? 

Mr.  Ball.  Yes,  sir. 

Mr.  Raker.  How  much  did  this  advertisement  cost  you  ? 
,    Mr.  Ball.  It  didn't  cost  pie  anything.,    I  think  Mr,  Rice  explained 
to  you  that  that  was  paid  for  by  the  Roxana. 

Mr.  Raker.  He  was  talking  about  his  advertisement;  I  am  talking 
about  yours.  . 

Mr.  Ball.  I  think  he  included  that  in  his  statement  yesterday.  I 
don't  know,  but  I  didn't  pay  the  bill.    I  don't  know  how  much  it  cost, 

Mr.  Raker.  Well,  when  I  was  asking.  Mr.  Rice  somebody  suggested 
to  me  that  I  wait  until  Mr.  Ball  takes  the  stand  and  then  ask  him 
about  his  advertisement,  and  when  you  take  the  stand  you  suggest 
that  I  ask  Mr.  Rice  xibout  it.    .[Laughter.] 

'.  Mis§  Rankin.  Mr..  Raker,  the  fact  that  they  put  in  a  half  page 
advertisement  doesn't  prove  that  it  is  wroiig,  because  the  suffragists 
"put  in  a  full-page  advertisement.     [Laughter.] 

Mr.  Raker.  The  suffragists  didnH  put  In  anything  that  were  not 
icacrs.      • ,       •  .  •       .  f  - 

Mr.  Church.  May  I  suggest  that  I  think  the  record  shows  that 
JMr.  Rice  said  his  ad  cost  $600  and  he  paid  Mr.. Ball's,  which  .was 

^200. .  ;   .        •       '.. 

Mr.  Elston.  Mr.  Rice  said  that. 

The  Chairman.  I  think  Mr.  Rice  answered  very  frankly  about 
that.     - 

Mr.  Raker.  I  am  not  assuming  that  he.  did  not.  I  was  just  asking 
Mr^  BaU .about  that. 

Now,  Mr^  Ball,  were  you  ever  refiised  a  hearing  by  this  committee? 

Mr.. Ball.  Not  by  this  committee.  . 

Mr.  Raker.  At  any  time  ? 
'■    Mr.  Ball.  I  don't  remember  any  time.    I  talked  to  Mr.  Ferris 
about  it 

Mr.  Raker.  Let  me  call  your  attention  to  a  letter  that  you  wrote 
to  me  on  January  12,  1918. 

Mr.  Ball..  Just  let  me  finish  what  I  started  to  say.  I  talked  to  Mr. 
Ferris  last  summer  about  the  possibility  of  getting  a  hearing,  and  he 
told  me  that  there  was  no  possibility  of  gettmg  a  nearing  until  after 
the  Senate  acted  in  the  matter.  That  is  as  far  as  I  was  ever  refused. 
[  The  Chairmak.  I  guess  that  was  not  quite  a  refusal.  I  think  I 
told  you,  if  I  recall,  that  our  committee  at  that  time  thought  we  would 
wait  and  see  if  they  were  going  to  pass  a  leasing  law. 
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Mr.  Ball.  I  didn't  understand  it  as  a  turndown. 

The  Chairman.  You  never  received  any  mistreatment  from  the 
chairman  of  this  committee,  did  you? 

Mr.  Ball.  No  ;  nothing  but  the  most  courteous  treatment. 

Mr.  Rakeb.  I  was  trying  to  get  at  what  was  Mr.  Ball's  purpose 
in  running  this  matter  in  the  paper  and  not  ccmiing  to  the  committee. 

Mr.  Ball.  There  was  an  immediate  emergency.  The  bill  was  be- 
fore the  Senate  and  was  scheduled  for  a  vote  in  the  Senate  on  the  7th 
of  January.  The  necessity  for  doing  something,  whether  it  was  some- 
thing wise  or  foolish,  was  immediate  before  the  Senate.  The  neces- 
sity was  not'immediate  before  the  House  committee,  because,  as  Mr. 
Ferris  had  previously  told  me,  the  House  committee  would  not  act 
unless  something  was  done  by  the  Senate. 

Mr.  Raker.  That  was  the  purpose  of  it? 

Mr.  Ball.  Yes. 

Mr.  Raker.  Did  you  ever  appear  before  the  Senate  committee 
when  it  was  in  session  and  ask  them  for  a  hearing? 

Mr.  Ball.  I  never  personally  appeared.  I  wrote  several  letters 
to  the  Senate  committee.    I  have  here 

Mr.  Raker  (interposing).  That  was  after  they  had  had  hearings 
for  a  year  or  two  and  had  been  closed,  and  then  they  had  reported 
the  bill? 

Mr.  Ball.  That  was  before  they  reported  the  bill,  but  after  they 
had  closed  the  hearing.  Unfortunately,  I  did  not  leave  the  Bureati 
of  Mines  until  the  2d  of  June,  and  was  immediately  sent  by  the  com- 
pany out  on  some  special  work  in  Wyoming,  to  get  started  out  there,, 
and  I  couldn't  get  back  here  until  the  1st  of  July.  Meanwhile  the 
committee  had  closed  its  hearings. 

Mr.  Raker.  That  Is  what  I  am  getting  at.  You  were  in  the  bureau 
at  the  time  the  Senate  committee  was  hearing  this  matter,  and  you 
were  not  in  a  position  to  appear  before  them  for  the  Roxana  Co.  until 
after  the  Senate  had  heard  the  matter  exhaustively  from  all  sides  and 
had  had  repeated  hearings  and  had  reported  the  bill  to  the  Senate? 

Mr.  Ball.  In  the  first  place  I  didn't  ask  for  a  hearing  before  the 
committee  as  a  member  of  the  Roxana  Co.  I  was  here  at  my  own 
expense  during  the  summer  on  that  matter,  imder  an  agreement  I 
had  with  the  company  that  I  was  to  have  the  privilege  of  taking 
such  action  as  I  saw  fit  with  regard  to  this  legislation.  The  com- 
mittee had  concluded  its  hearings  when  I  first  wrote  to  them,  but 
they  had  not  finally  decided,  as  I  understood  it,  that  they  would 
hold  no  further  hearings.  They  wei'e  considering  that  question  when 
I  wrote  to  Senator  Myers  and  Senator  Pittman,  and,  m  fact,  prac- 
tically every  member  of  the  committee ;  and  thereafter  they  wrote  me 
refusing  to  continue  the  hearings  further,  and  then  they  reported 
the  bill  to  the  Senate.  I  should  like  to  read  these  replies,  if  I  may, 
to  make  the  matter  clear. 

This  is  dated  July  20. 

The  Chairman.  What  is  that? 

Mr.  Ball.  A  reply  from  Senator  Mvers  to  my  request  to  be  heard. 
This  is  the  first  one,  a  short  one.    The  second  one  is  from  Senator 
Pittman.    If  you  prefer,  I  had  as  soon  put  them  into  the  record 
without  reading. 
The  Chaikman.  If  there  be  no  objection,  that  may  be  done. 
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(The  letters  referred  to  follow:) 

United  States  Senate, 

Jvty  BO,  1917. 
My  Deak  Sitt:  I  have  your  favor  of  the  16tl\,  with  inclosurea,  relative  to 
the  oil-lands  leasing  bitl  now  pendlni;  hefore  the  OoHmHtee  i«i. 'Public  liMida* 
and  note  carefully  what  you  have  to  say  therein.  The  hearing  upon  this  matter, 
which  is  S.  45,  was  declared  closed  some  days  ago,  and  the  committee  now  have 
under  consideration  a  report  upon  the  bill  itself.  I  shall  be  very  glad.  Indeed, 
to  bring  your  letter  and  indosures  to  the  attention  of  the  conunittee. 
Yours,  sincerely, 

H.  L.  Myebs,  Chairman. 
Mr.  Max  W.  Ball, 

1315  Clifton  Street,  Washington,  D.  C. 


United  States  Senate, 

July  2S,  1917. 

My  Dear  Sib:  Your  favor  of  the  21st  Is  at  hand  and  carefully  noted.  I  do 
not  believe  that  the  committee  is  disposed  to  grant  further  hearings  on  the  oil 
leasing  bill.  Members  of  the  committee  have  expressed  the  opinion  that  ample 
^Opportunity  had  been  given  for  hearings  and  that  enough  had  been  heard  and 
that  the  time  had  come  for  action  and  the  hearings  have  been  declared  closed. 

Personally,  I  do  not  favor  further  hearings  and  do  not  consider  a  request 
therefor  to  be  reasonable.  The  committee  has  been  holding  hearings  on  this 
Aubj'efrt  and  dn  tht*  pending  billor  similar  bills  tor  four  ^years,  and.k^seems  to 
me  that  in  that  time  everybody  who  wants  to  be  heard  has  had  aniple  oppor- 
tunity to  appear  and  be  heard.  The  committee  has  spent  months  In  listening 
to  hearings.  You  write  that  there  are  "  many  representatives  "  of  the  public^s 
point  of  view  and  of  the  point  of  view  of  the  oil  industry  who  would  be  glad  to 
be  heard.  A  great  many  have  been  heani,  and  If  there  are  now  many  more  who 
want  to  be  heard,  the  prospect  is  rather  poor  for  action. 

The  committee  certainly  has  the  right  to  bring  hearings  to  a  close  sometime 
and  at  what  It  may  deem  a  reasonable  and  opportune  time  and  that  the  €009- 
mittee  has  done.    If  the  committee  kept  this  matter  open  as  long  as  anybody 
wanted  to  be  heard,  there  would  never  be  any  legislation. 
Sincerely,  yours, 

H.  L.  Myebs. 

Mr.  Max  W.  Baix,  City. 


United  States  Senate, 

July  $6,  1917. 
Mr.  Max  W.  Ball, 

1S15  CHfton  Street,  Washinyton,  D,  C. 

Deab  Sib:I  am  in  receipt  of  yout  ^letter  of  July  24,  iiicio8liig-«copy  of  a  letter 
of  Senator  Myers.  Kvery  phase  of  the  leasing  proposition  has  been  thoroughly 
considered  and  discussed'  for  four  years.  Any  attempt  at  the  present  time  to 
make  any  material  changes  In  It  would  simply  delay  the  passage  of  the  bill 
Legledation  is  a  matter  of  compromise  and  we  are  in  hopes  that  we  have 
reached  that  point.  It  Is  much  easier  to  remedy  any  defects  in  the  bill  after 
It  has  passed,  by  way  of  amendment  than  to  attempt  to  get  exactly  what  we 
want  originally.  I  concur  with  Senator  Myers  In  his  view  of  the  situation. 
Very  truly,  yours, 

Kbt  Pimf  an. 

Mr.  Raker.  You  didn't  have  any  real  good  purpose  in  view  in 
publishing  this,  did  you?     [Laughter.] 

Mr.  Ball.  I  think  that  is  a  matter  of  definition,  Mr.  Baker.  I 
thought  it  was  a  good  purpose. 

Mr.  Raker.  That  is  all. 

The  Chairman.  I  want  to  ask  one  or  two  questions.  Mr.  Ball,  you 
have  been  acquainted  with  this  legislation  for  about  four  ye^rs, 
haven't  you  ? 

Mr.  Ball.  Ever  since  it  was  legislation — however  long  that  is. 
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The  Chairman.  As  vou  are  aware,  it  was  drafted  in  the  Interior 
Department  early  in  the  Wilson  administration  by  Secretary  Lane 
and  your  bureau. 

Mr.  Bauu  No,  I  don't  think  the  Survey  had  any  hand  in  that.  I 
think  Mr.  Finney  was  the  principal  author  of  this. 

The  Chairman.  Well,  perhaps  that  is  true,  but  we  had  the  Chief 
•f  the  Geological  Survey  up  here,  I  think. 

Mr.  BAI4L.  Yes;  Director  Smith  was  up  here.  I  know  he  partici- 
pated in  the  deliberations  of  the  committee. 

The  Chairman.  And  it  is  true  that  this  bill  in  precisely  the  same 
form — this  H.  R.  3232 — has  twice  passed  the  House  T 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Almost  unanimously? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  And  it  is  also  true  that  this  legislation  has  at  all 
times  borne  the  favorable  report  from  the  Interior  Department  i 

Mr.  Baul.  Yes,  sir. 

The  Chairman.  And  of  course  you  were  a  member  of  the  Bureau 
of  Mines  and  the  Greological  Survey  during  all  that  time? 

Mr.  Ball.  I  was. 

The  Chairman.  It  met  with  your  disapproval  during  all  that 
time? 

Mr.  Ball.  It  did. 

The  Chairman.  Are  you  aware  that  the  Geological  Survey  and 
the  Burea  uof  Mines  each  got  up  a  justification,  and  a  favorable 
justification,  for  each  and  every  paragraph  of  that  bill  each  time  it 
passed,  for  me  to  use  on  the  floor,  and  I  did  use  it  on  the  floor  in 
suDDort  of  this  bill  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Did  y/ou  communicate  your  objections  and  your 
views  on  this  to  the  different  bureaus  at  that  time  ? 

Mr.  Ball.  I  did. 

The  Chairman.  To  whom  did  you  communicate  ? 

Mr.  Ball.  I  communicated  them  to  my  immediate  superior,  Mr. 
Mendenhall,  on  numerous  occasions,  whenever  the  thing  was  up  for 
consideration. 

The  Chairman.  And  who  else? 

Mr.  Ball.  To  Dr.  Smith,  Directx)r  of  the  Survey,  both  orally  and 
by  the  written  memorandum  that  I  placed  here  on  the  table  this 
morning,  and  later  by  copy  of  the  same  memorandum  to  Director 
Manninff,  of  the  Bureau  of  Mines. 

The  CiiAiRMAN.  So,  during  the  whole  four  years  while  this  bill  has 
had  the  approval  of  the  Secretary  of  the  Interior,  Secretary  Lane; 
had  the  approval  of  the  Geological  Survey,  of  Dr.  Smith,  and  the 
Bureau  of  Mines,  at  all  times  you  did  object  to  it  and  think  it  was  a 
had  bill  in  the  respexits  you  have  enumerated? 

Mr.  Ball.  Yes,  sir:  and  I  might  add  this:  That  certainly  some — 
«nd  I  think  most — 01  the  men  associated  with  me  in  both  the  Geo- 
logical Survey  and  the  Bureau  of  Mines,  who  were  actually  engaged 
in  the  handling  of  oil  problems,  agreed  with  me. 

The  Chairman.  They  did?  No  one  ever  connnunicated  those- 
views  to  the  committee,  did  they? 


274  OIL  LEASING   LANDS. 

Mr.  Ball.  No;  I  should  jiiclgo  that  what  you  get — this  is  said  with- 
out any  disrespect  whatever — ^that  what  you  get  are  the  views  of 
Dr.  Smith  and  Director  Manning. 

The  Chairman.  It  is  true  that  they  got  up  strong  justifications  for 
each  ajid  every  paragraph  of  the  bill,  is  it  not? 

Mr.  Ball.  Yes ;  I  have  read  them. 

The  Chairman.  You  have  seen  them  in  the  record? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  You  probably  heard  me  i)resent  them? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  Well,  is  it  possible  that  thev  would  present  views 
to  this  committee  and  to  the  House — and  vou  cliarffo  that  thev  did  do 
that — that  they  did  not  themselves  believe  in  ? 

Mr.  Ball.  Not  at  all. 

The  CHAiR^i^rAN.  What  else  could  it  be,  if  vou  sav  tliev  practicallv 
iill  agreed  with  you.  and  at  the  same  time  they  did  come  here  and 
urge  this  I(»gislation  before  this  committee,  and  even  prepared  writ- 
fen  justifications  for  the  use  of  the  committee? 

Mr.  Ball.  I  think  you  misunderstood  me,  or  perhaps  I  misstated  it. 

The  Chairman.  AVell,  state  it  again. 

Mr.  Baix.  What  I  meant  to  sav  was  that  while  the  Director  of  the 
Bureau  of  Mines  and  the  Director  of  the  Geological  Survey  were  in 
favor  of  the  justifications  which  they  wrote,  that  certainly  some  and 
probably  most  of  the  men  under  them  who  were  actually  handling  oil 
problems  did  iiot  agree. 

The  Chairman.  They  did  not  agi-ee  with  them? 

Mr.  Ball.  No,  sir. 

The  Chairman.  I  see.  Well,  of  course,  until  you  were  released 
from  the  service  you  never  felt  at  liberty  to  make  your  objections 
public.     Is  that  it? 

Mr.  Ball.  That  is  the  idea. 

The  CiiAiBi^iAN.  I  want  to  be  entirely  fair  about  this.  And  after 
you  resigned  from  the  survey,  about  a  year  ago,  you  then  felt  at 
liberty  to  make  your  objections  as  you  saw  fit? 

Mr.  Ball.  About  seven  months  ago;  yes,  sir. 

The  (^HATRMAN.  Of  coui'se,  even  though  your  opposition  was  ac- 
tive, as  you  say,  and  even  though  a  number  of  those  associated  with 
you  shared  the  same  views  that  you  did,  you  were  not  able  to  prevail 
upon  Director  George  Otis  Smith  or  Director  Manning,  heads  of 
the  two  bureaus  in  the  Interior  Department,  to  agree  with  you 
about  it? 

Mr.  Ball.  No. 

The  Chairman.  And  they  went  ahead  advocating  it  and  the  House 
passed  it? 

Mr.  Ball.  Yes. 

Mr.  Tayix)r.  Now,  just  one  question,  Mr.  Ball.  Supposing  that 
for  any  reason  there  should  not  be  any  bill  of  this  kind,  or  any  bill 
Ht  all,  passed  at  this  session  of  Congi-ess,  who  would  be  benefited  by 
that  failure  of  Congress  to  do  anything?  Would  it  be  the  big  fellow 
or  the  little  one? 

Mr.  Ball.  That  is  a  hard  question  to  answer. 

Mr.  Taylor.  Well,  I  would  like  to  have  vour  statement  on  it. 

Mr.  Ball.  I  was  trying  to  think  what  the  result  of  such  a  thing 
would  be. 
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Mr,  Taylor.  Or  would  the  Government  suffer  more  than  either 
ihe  Standard  Oil  or  the  Midwest  or  the  large,  number  of  people  who 
are  trying  to  develop  the  country  ?         i 

Mr.  Ball.  I  think  if  the  bill  should  pass — — 

Mr.  Taylor  (interposing).  I  am  assuming  that  it  does  not  pass 
at  all. 

Mr.  Ball.  Well,  whether  anyone  suffers  by  the  failure  of  the  bill 
depends  largely  on  the  form  in  which  the  bill  passes,  if  it  passes. 

Mr.  Taylor.  But  I  am  assuming  that  it  does  not  pass  at  all. 

Mr.  Ball.  That  there  is  no  legislation? 

Mr.  Taylor.  Yes.  Who  is  going  to  get  the  most  benefit,  if  anyone 
is  tenefited.  or  who  will  be  injured  most,  if  anyone  is  injured,  by  no 
le^slation  by  this  Congress? 

Mr.  Ball.  I  don't  think  anyone  is  going  to  benefit.  It  is  simply 
jroine  to  be  a  state  of  arrested  development. 

Mr.  Taylor.  Wouldn't  it  be  in  the  interest  of  the  Standard  Oil 
and  the  larger  companies  that  have  the  large  properties  that*  are 
now  working,  and  wouldn't  it  be  to  the  ruination  of  hundreds  of 
innocent  locators,  "wildcatters,"  you  may  say,  and  small  mining 
operators — small  companies — ^that  are  trying  to  do  something,  the 
little  fellows  ?  If  the  muckrakers  or  anybody  kills  this  bill  and  pre- 
vents any  legislation  of  any  kind  on  the  oil  subject,  who  ought  to  pay 
them  for  their  services? 

Mr.  Ball.  Unfortunately  most  of  the  smaller  fellows  are  going 
ahead  on  their  claims  in  the  supposition  that  they  have  a  valid  title.. 

Mr.  Taylor.  If  the  Interior  Department  will  not  let  them  get  title 
to  their  claims^  and  continues  to  hold  them  up,  and  there  is  no  legis- 
lation, where  are  they  going  to  land?  They  can  not  keep  up  very 
long.  They  can  not  get  capital  to  work  on,  and  they  will  soon,  many 
of  them,  become  bankrupt,  and  the  big  concerns  will  have  a  monop- 
oly of  its  whole  field. 

Mr.  Ball.  There  is  a  situation  there  which  has  nothing  to  do  with 
this  le^lation,  But  that  I  am  very  much  afraid  of. 

Mr.  Taylor.  Wouldn't  we  have  simply  a  repetition  of  what  they 
have  in  California  to-day  ? 

Mr.  Ball.  We  would  have  a  repetition  of  what  we  have  got  in 
Wyoming  to-day,  where  everybody  goes  ahead  operating  and  doing 
the  best  he  can,  but  they  are  not  doing  much. 

Mr.  Taylor.  Well,  can't  you  answer  the  question  ?  Who  is  going 
^0  ?et  the  benefit,  or  who  is  going  to  be  most  harmed  and  made  the 

Roat.  if  Congress  does  nothing  at  all?     Where  are  these  big  and 

[ittle  oil  operators  going  to  land,  and  who  would  it  hurt  most,  or 

benefit  most? 

Mr.  Ball.  I  declare,  Mr.  Taylor,  that  question  stumps  me  com- 
pletely. 

Mr.  Taylor.  Well,  are  you  in  favor  of  any  legislation  yourself  on 

this  oil  subject? 

Mr.  Ball.  Yes,  sir. 

Mr.  Tayix)r.  Well,  how  many  years  hare  you  spent  in  Washing- 
ton? 

Mr.  Ball.  Ten— a  little  over  10--pretty  nearly  11. 

Mr.  Taylor.  Well,  now,  Mr.  Ball,  don't  you  know,  the  same  as 
everybody  else  does  that  has  been  in  Congress  or  around  Washing- 
ton for  the  last  10  years,  that  when  you  publish  bitterly  denuciatory 
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articles  like  that,  with  large  scare  heaxllines,  in  a  newspaper  [indi- 
cating newspaper  advertisement],  and  hold  up  to  the  public  a  pend- 
ing piece  oi  legislation  as  colossal  infamy  and  outrage  upon  the 
Government  and  in  the  interests  of  the  Standard  Oil,  that  there  is 
nothing  under  heaven  that  is  so  completely  effective  to  utterly  de- 
stroy and  prevent  any  fair  legislation  on  that  subject  as  that  kind 
of  publications  f 

Mr.  Ball.  I  certainly  had  no  thought  of  that. 

Mr.  Taylor.  Dont  you  personally  know  that  that  is  true? 

Mr.  Ball.  No. 

Mr.  Taylor.  In  other  words,  if  you  had  been  paid  by  somebody  to 
prevent  any  legblalion  at  all-by  mese  ocmfmittoes  on- this^subfect  in 
this  Congress,  could  you  have  taken  a  more  effective  course  than  you 
did  in  publishing  these  muckraking,  scare-headline  articles  agamst 
this  bill  ? 

Mr.  Ball.  I  didn't  realize  so  keenly,  as  I  have  been  told  since,  that 
that  was  a  step  so  likely  to  defeat  legislation. 

Mr.  Taylor.  Don't  you  know  that  a  fusilade  of  denunciation  like 
that  in  the  public  press  will  defeat  any  legislation  ?  Don't  you  well 
kQOw  it  will  be  almost  a  human  impossibility  to  pass  any  bill  of  this 
kind  through  this  Congress  that  will  be  at  all  fair,  or  that  will  be 
at  all  in  the  interest  of  the  development  of  the  West,  simply  because 
of  this  newspaper  and  public-letter  crusade  that  has  been  started, 
largely  by  you,  against  this  legislation?  Don't  you  well  know  that 
the  great  mass  of  the  people  haven't  got  time  to  stop  and  personally 
study  out  the  lengthy  provisions  of  a  bill  of  this  kind  ?  ,  And  the 
same  thing  applies  to  Congressmen.  They  eet  the  impression  that 
the  whole  thing  is  a  fraud,  and  th^  just  follow  the  principle  of 
^^ safety  first"  and  vote  against  it.  Many  a  good  measure  is  Killed 
that  way. 

Mr.  Ball.  Let  me  make  this  statement:  I  had  no  thought  when 
I  printed  that  of  defeating  the  bill.  I  had  been  told  by  a  Senator 
who  is  very  keen  on  public-land  matters,  and  on  senatorial  matters  in 
general,  that  there  was  not  once  chance  in  a  thousand,  no  matter  what 
action  anybody  might  take,  of  mustering  five  votes  against  the  bill  or 
for  any  amendment  of  it.  And  so  it  never  occurred  to  me  that  the 
publication  of  a  single  newspaper  item  with  my  name  signed  to  it 
would  endanger  the  passage  of  the  bill. 

Mr.  Taylor.  Don't  you  know  enough  to  know  right  now  that  if 
this  bill  was  brought  out  on  the  floor  of  the  House  in  the  form  in 
which  it  passed  the  Senate,  with  these  articles,  cartoons,  paid  adver- 
tisements, and  editorials  running  in  the  Washington  papers  and 
other  papers,  shrieking  "fraud "  and  "  Standard  Oil,"  that  there 
would  not  be  40  votes  in  favor  of  this  bill  out  of  the  435  Members  in 
the  House? 

Mr.  Ball,  I  didn't  have  any  responsibility  whatever  for  the  edi- 
torials or  the  cartoons. 

Mr.  Taylor.  But  you  started  this  ill-repute  ball  rolling  againsfc 
the  bill.  You  have  effectually  killed  it,  unless  there  is  some  way  of 
reviving  the  bill  in  the  estimation  of  Congress  and  the  public. 

Mr.  Ball.  I  will  say  this,  Mr.  Taylor,  that  I  think,  in  the  interests 
of  the  public  and  of  the  small  operators  as  well — although  I  have  not 
studied  that  side  of  it  so  much — it  would  have  been  better  for  the 
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bill  to  be  defeated  than  to  have  passed  in  the  form  in  which  it  was 
originally  introduced  in  the  Senate. 

Mr.  Taylor.  Even  so,  you  don't  point  out  or  attack  any  one  or 
more  special  features  of  the  bill.  You  just  brand  it  all  as  ^  Standard 
Oil"  and  you  virtually  brand  the  Senators  who  voted  for  it  and 
everybody  connected  with  it  as  corrupt.  That  is  what  your  course 
amounts  to. 

Mr.  Balu  Pardon  me,  Mr.  Taylor;  let  me  emphasize  this:  That 
not  in  this  advertisement  nor  in  any  letters  that  I  wrote,  nor  in  any- 
thii^  that  I  have  said,  have  I  branded  anybody  as  being  corrupt. 

Mr.  Taflor.  You  said  that  a  vote  for  it  would  be  in  the  interest 
of  the  Standard  Oil.    How  do  you  differentiate  ? 

Mr.  Ball.  I  have  charged  no  one  with  being  corrupt  or  being  any- 
thing in  any  way  improper.  I  have  not  charged  that  the  Standard 
Oil  Co.  connived  at  the  passage  of  this  bill,  or  that  anybody  in  either 
House  of  Congress  or  on  either  committee  of  Congress  connived  at 
the  improper  passage  of  legislation. 

Mr.  Saker.  You  said  in  your  advertisement  that  the  passage  of 
Senate  bill  No.  2812 — ^intended  to  provide  for  the  encouragement  of 
development  of  the  oil  lands — would  result  in  enormous  waste  of  oil, 
seriously  impaired  development,  and  drive  the  oil  industry  of  the 
Rocky  Mountain  region  into  the  hands  of  Standard  Oil. 

Mr'  Ball.  Yes;  "intended  to  provide  for  encouragement."  That 
is  exactly  what  I  believe — ^that  it  is  "  intended  to  provide  "  but  that 
it  would  result  as  I  have  said.  There  was  no  question  of  anybody's 
motives  anywhere  along  the  line. 

Mr.  Taylor.  I  am  not  questioning  your  motive.  I  am  not  assum- 
ing that  you  were  working  for  or  in  the  interest  of  the  Standard 
on  Co.  [Laughter.]  I  am  not  assuming  that  you  came  all  the  way 
down  here  from  Wyoming  iust  for  the  express  purpose  of  preventing 
this  legislation.  I  am  simply  giving  you  and  the  committee  my  judg- 
ment— ^that,  if  you  had  done  so,  you  could  not  have  taken  any  more 
effective  means  than  you  have.  That  is  the  idea.  If  there  is  no  leg- 
islation, and  the  Government  keeps  all  oil  development  tied  up,  and 
prevents,  and  largely  stops,  all  present  and  all  new  development,  and 
reduces  production,  it  inures  to  the  benefit  of  the  Standard  Oil  and 
other  big  companies  that  have  private  lands  and  makes  their  mo- 
nopoly that  much  more  secure,  and  enable^s  them  to  virtually  charge 
what  they  please. 

The  Chairman.  Of  course,  the  Senate  bill,  as  it  passed  the  Senate, 
has  no  limitation  of  acreage  at  all,  has  it,  Mr.  Ball  ? 

Mr.  Ball.  Yes,  sir. 

Mr.  Lenr(X)T.  In  its  relief  provisions. 

Mr.  Ball.  You  mean  the  relief  provisions 'if 

The  Chairman.  Yes. 

Mr.  Bali^  No:  not  in  the  relief  provisions. 

The  Chairman.  So  that  if  we  passed  the  Senate  bill  as  it  passed 
the  Senate,  so  far  as  the  relief  provisions  are  concerned,  oil  claimants, 
so  called,  could  take  all  of  the  land  for  which  they  had  filed  placer 
claims! 

Mr.  Ball.  That  is  mv  understanding  of  the  Senate  bill. 

The  Chairman.  And  is  that,  in  your  opinion,  good  legislation  ? 
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Mr.  Bau..  Well,  I  have  been  everywhere  in  mv  own  mind  on  that 
relief  le^slation. 

The  CiLMKMAx.  Where  are  you  now  ? 

Mr.  Taylor.  AVhat  is  your  last  judgment? 

Mr.  Ball.  My  last  judgment,  I  think,  is  merely  this:  Without 
passing  any  opinicm  on  the  merits  of  the  claims,  or  on  the  justness  of 
relief  legislation  or  the  injustice  of  it,  or  on  the  merits  or  demerits  of 
anybody's  claims  to  relief,  it  seems  to  me  that  granting  a  lease  to  a 
single  well  only,  unless  it  is  guarded  by  some  provision  that  will  per- 
mit of  the  leasing  of  the  surrounding  area,  is  carrying  the  small 
acreage  danger  to  the  greatest  limit. 

The  CiiAiKMAN.  Well,  you  have  given  me  an  opinion  that  I  am 
glad  to  have.  Let  mo  ask  you  again,  if  the  Senate  bill,  section  10, 
was  passed  and  became  a  law,  every  claimant  could  get  title  to  all 
of  the  placer  claiujs  for  which  he  held  claim,  could  he  not? 

Mr.  BaiiI^.  No;  I  think  there  are  claimants  who  fall  outside  of 
section  16. 

The  Ch-muman.  N<.t  verv  manv.    IIow  many  would  vou  sav? 

Ml'.  Ball.  I  don't  know,  I  don't  know  enough  alwut  the  relief 
claims  to  even  estimate  that. 

The  Ciiaikmax.  If  I  am' right  in  my  assumption  that  section  10 
and  secticn  17  practically  include  all  the  claimants,  and  they  are 
without  limitation,  what  would  ])revent  the  Standard  Oil  Co.,  under 
the  Senate  bill,  or  a  dummy  company,  from  taking  the  entire  Wyo 
ming  field,  oi*  at  least  80  per  cent  of  it? 

Mr.  Baij,.  May  T  just  glance  through  sections  10  and  17?  [After 
examining  S.  2812.]  Unless  there  is  some  clause  in  there  that  I  do 
n<'t  know  about,  it  lets  in  most  evervbodv. 

The  CiiAiiJMAN.  Is  there  any  act  of  limitation  m  there? 

Mr.  Ball.  Xo.    Acreage  limitaton? 

The  C^iiAiRMAN.  I  mean  on  the  acreage  that  he  should  have.  For 
example,  it  is  in  evidence  here  that  the  Standard  Oil  Co.  hold  claims 
for  and  are  producing  oil  on  80  or  more  per  cent  of  the  Wyomin<j 
fields,  in  the  several  fields  in  the  State  of  Wyoming.  Under  sections 
10  and  17  what  would  become  of  those  claiuis?  Woidd  thev  be  cured 
and  beeome  absolute,  or  w(uld  they  not? 

Mr.  Ball,  "i'our  statement  is  not  quite  accurate. 

The  Chaik.man.  You  restate  it,  then,  accurately. 

Mr.  Bail.  The  Standard  Oil  Co.  is  not  a  claimant,  nor  are  any  of 
i^s  subsidiaries  claimants  for  so  large  a  percentage  of  lands  as  that. 
Tb(»  Standard  Oil  Co.  is  operating  approximately  that  percentage  of 
<*laims  which  would  be  asserted  under  sections  10  and  17. 

The  Chairman.  AVell.  that  is  almost  the  sani'^  thing. 

]Mr.  Ball.  I  wanted  to  point  out  the  difference,  because  it  wa*^ 
>tatcd  in  the  Senat(\  vou  know,  that  th;^  Standard  Oil  Co.  was  not 
a  claimant  for  anv  land,  or  for  onlv  a  v(»vv  small  tract.  U»^der  se<** 
tions  10  and  17.  as  they  stand,  they  would  be  granted.  I  shoubl  jnd<ro, 
pr;u'*ically  every  claim  to  which  they  assert  title. 

The  Chairman.  Do  you  think  that  is  go(Ml  legislation?  Yo\i  are 
here  advocating  a  large  acreage  yourself,  and  I  want  to  see  how  far 
you  want  to  go  with  that. 

Mr.  Ball.  Well,  there  is  in  the  matter  of  relief  not  only  the  ques- 
tion of  acreage,  but  the  Question  of  whether  or  not  some  legal  or 
moral  equity  has  been  established. 
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ITie  Chairman.  Oh,  if  there  is  h  le<ral  equity  they  ^et  their  pat- 
ents. It  is  a  question  of  how  far  we  give  curative  relief  to  daim- 
ants  who  can  not  bring  themselves  within  the  statutes  and  can  not 
get  title  in  a  legal  way.  Now,  how  far  should  we  go  in  dealing  with 
tJm  public  domain  and  Federal  Government  property  in  granting 
rolkf  to  these  people? 

Mr.  Ball.  If  I  were  chairman  of  the  Public  liands  Committee  of 
the  House  I  should  not  recommend  a  bill. that  put  no  acreage  limi- 
tation at  all.. 

The  Chairman.  What  limitation  would  vou  put  an  the  relief  sec- 
tion? 

Mr.  Ball.  I  think  I  should  i)ut  the  same  limit  on  relief  as  I  would 
on  other  leases. 

The  Chairman.  Of  course  an  ordinary  placer  claim  of  160  acres 
requires  eight  men  to  file  it  together  if  it  is  regular,  but,  of  course, 
thev  can  go  on  indefinitelv  one  after  another,  and  take  up  an  entire 
State. 

Mr.  Ball.  The  reason  I  say  that  I  should  recotnmend  the  same 
acreage  limitation  on  relief  that  I  would  on  other  claims  is  that  the 
>»Tne  reasoning  holds  as  to  the  waste  and  the  loss  due  to  cutting 
a  Md  up  into  small  tracts.  For  e^tample,  I  think  it  would  be  notli- 
iiiir  short  of  criminal  to  cut  Salt  Creek  up  into  a  bunch  of  100-acre 
inicts,  because  I  think  you  would  get  tremendous  waste  of  a  very 
viiluable  resource.  That  is  entirely  aside  from  any  question  of  the 
justice  of  the  thing,  or  the  merits  of  the  claims,  or  anything  of  that 
nature. 

The  Chairman.  Your  supposition  is  that  we  should  not  develop 
l<^)-acre  tracts  in  the  Salt  Creek  field  on  leases  at  a  '2i>  pei'  cent 
royalty  and  sell  them  for  bonuses  of,  say,  $200,000.  What  would 
you  say  as  to  the  advisability,  then,  of  giving  a  man  9,0(X)  acres  by 
curative  legislation?     Is  that  too  much  or  too  little? 

Mr.  Lesroot.  Two  thousand  five  himdred  and  sixty  acres,  I  think, 
ht^  advocated  in  a  proven  field. 

The  Chairman.  You  advocated  9,600  in  a  wildcat  field,  did  vou 
not? 

Mr.  Ball.  No:  4,800  in  wildcat  territory. 

The  Chairman.  And  2,560  in  a  proven  field  ? 

Mr.  Ball.  Yes. 

The  Chairman.  Now,  what  would  vou  sav  should  be  the  correct 
amount? 

Mr.  Ball.  This  is  entirely  aside  from  any  (juestion  of  the  justice 
^»f  the  original  claim,  or  anvthing  of  that  sort — purely  a  curative 
matter. 

The  Chahiman.  If  he  has  a  just  claim  he  will  get  a  patent  on  it, 
b*'cause  we  could  not  stop  him  if  we  tried. 

Mr.  Ball.  That  is  assuming  he  is  without  any  just  claim. 

Mr.  Lbnroot.  Now,  Mr.  Chairman,  it  might  be  ji  just  claim  and 
""^  a  valid  claim. 

I'he  Chairman.  I  mean  a  legal  claim. 

r.  Taylor.  No.    As  a  matter  of  fact  he  don't  get  a  patent  to  a 

'^'Pal  claim.    We  have  got  legal  claims  in  my  home  county  that  the 

owners  have  been  worKing  on  for  10  years  or  more,  without  any 

adverse  interest  whatever,  and  it  has  been  utterly  impossible  to  get 
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them  patented.    They  are  investigated  and  reinvestigated  and  held 
up  until  the  claimants  are  worn  out. 

The  Chairman.  The  door  of  the  courthouse  stiil  stands  ajar  to 
every  citizen  who  has  legal  claims. 

Mr.  Elston.  WelL  I  don't  know  about  that. 

The  Chairman.  Oh,  I  know  about  that.  You  can  not  fashion 
legislation  on  the  theory  that  the  courts  are  not  going  to  grant  a  man 
his  rights.  This  whole  legislation  has  got  to  be  predicated  on  the 
fact  that  they  have  no  legal  righta  Otherwise  they  could  get  them 
in  the  courts ;  and  it  may-  be  that  it  is  necessary  1^>  do  that.  But  I 
want  to  see  how  far  to  go  with  it. 

Mr.  Ball.  AsuinidmiiiiBtrativeiind  conservation  measure  I  would 
go  to  the  same  limit  for  that  that  I  would  go  to  on  r)ther  leases — 2,560 
acres. 

The  Chairman.  You  would  lease  2,560  acres  in  the  Salt  Creek 
field  to  one  company,  or  one  corporation,  even  though  they  had  no 
legal  rights,  and  even  though  it  required  affirmative  legislation  cura- 
tive in  character  to  give  it  to  them  ?  You  would  give  that  much  to 
one  man) 

Mr.  Baix.  I  would,  because  if  you  give  less  than  that  you  are  cut- 
ting the  field  up  and  bringing  on  all  these  dangers  of  loss  and  waste. 

The  Chairman.  Don't  you  have  any  regard  from  the  standpoint 
of  public  policy  in  giving  the  public  lands  away  to  a  single  indi- 
vidual or  a  single  corporation  ?  Haven't  you  any  idea  of  that  at  all  ? 
Is  the  whole  thing  that  apparently  confronts  you  and  appeals  to  your 
reason  the  que^ion  of  econcmiic  development  of  it?    Is  that  all? 

Mr.  Ball.  I  think,  Mr.  Ferris,  I  may  state  it  this  way,  that  the 
public  is  much  more  interested  in  having  the  maximum  quantity  of 
oil  produced  at  the  minimum  cost  than  it  is  in  who  produces  it. 

The  Chairman.  Yes;  but  the  public  is  probably  more  interested 
in  getting  rid  of  monopoly  and  getting  a  square  deal  and  getting 
property  at  a  decent  price,  and  not  being  disemboweled  and  de- 
stroyed, than  they  are  over  any  trifling  waste  that  might  go  out 
through  the  loss  of  gas  or  something  of  that  sort.  And  this  statement 
is  rather  hastily  agreeing  with  your  premises,  which  on  reflection 
we  might  not  want  to  do. 

Mr.  Ball.  But  the  public  land  is  not  being  monopolized  if  you  cut 
Salt  Creek  into  four  parts  and  lease  each  to  a  different  interest.  That 
2,560  acres,  you  see,  covers  that. 

The  CiiAiRBf  AN.  You.  testified  this  morning  that  there  were  5,000 
claimants  out  there  for  that  land. 

Mr.  Ball.  That  was  a  guess. 

The  Chairman:  WeJK  say,  roughly  estimated,  5,000.  I  wjis  told 
there  were  100,000  out  there,  but  we  will  take  your  figure  of  5,000. 
If  you  cut  Salt  Creek  into  four  quartet's,  and  cut  these  other  fields 
up  proportionately,  what  becomes  of  all  those  men  sitting  around 
this  room  here  who  are  trying  to  get  claims?  What  becomes  of  the 
5,000  men  out  there  trying  to  get  into  the  oil  business?  That  is  like 
the  old  story  of  picking  from  the  rosebush  all  the  buds  but  one* 
so  that  the  one  rose  would  be  more  beautiful  than  the  rest.  What 
theory  do  you  go  on  in  that  proposition? 

Mr.  Ball.  On  that  proposition  I  go  on  the  theory  of  picking  off 
all  the  buds  but  five  or  six.    [Laughter.] 


OIL  LBASIKG  LAKDB.  281 

The  Chairman.  I  anticipate  you  will  have  a  pretty  healthy  job  in 
jetting  Congress  to  agree  with  you  about  that. 

Mr.  Rak£r.  Now,  just  one  thing  following  out  the  chairman's 
idea.    You  have  no  real  interest  in  the  relief  provision. 

Mr.  Ball.  No,  sir. 

Mr.  Rakeb.  The  published  article  and  the  editorial  which  accom- 
panied it  in  both  issues  related  solely  to  the  (general  leasing  bill. 

Mr.  Ball.  I  can't  speak  at  all  as  to  the  editorial.  I  had  nothing 
to  do  with  it. 

Mr.  Raker.  Then  confine  it  to  the  advertisement.  It  related  solely 
to  the  general  leasing  bill,  outside  of  the  relief  provision. 

Mr.  Balu  I  think  the  published  advertisement,  as  well  as  some  of 
the  letters  that  we  wrote,  emphasized  this  point — the  unfairness  of 
giving  unlimited  acreage  under  relief  provisions,  while  giving  a 
reiy  strictly  limited  acreage  under  general  provisions. 

Mr.  Raker.  But  your  whole  purpose  was  relating  to  the  general 
provisions  of  the  bill? 

Mr.  Ball.  Yes. 

Mr.  Raker.  And  you  were  not  interested — you  gave  no  attention 
to,  Dor  you  did  not  mvestigate  carefully  those  provisions  of  the  bill 
bown  as  remedial  in  sections  16  and  IjJI 

Mr..  Ball.  Yes ;  I  studied  those  with  some  degree  of  care. 

Mr.  Raker.  Then,  if  you  studied  theiii,  you  passed  them  by  and 
were  looking  to  the  general  provisions  of  the  leasing  bill  ? 

Mr.  Ball.  Yes. 

Mr.  Raker.  Now,  I  want  to  call  your  attention  to  this  letter  that 
you  wrote  to  me  January  12, 1918,  and  to  ask  you  if  your  views  are 
the  same  now  as  they  were  then.  You  raised  but  three  objections  to 
the  Ferris  bill.    First,  acreage.    Is  that  right? 

Mr.  Ball.  Yes. 

Mr.  Raker.  And  second,  the  question  of  distance,  that  it  should 
be  within  the  geologic  structure,  and  leased  instead  of  patented  ? 

Mr.  Ball.  Yes. 

Mr.  Raker.  That  covered  ihe  three  pmnts. 

Mr.  Ball.  And  the  number  of  leases,  also ;  more  than  one  lease. 

Mr.  Raker.  Well,  possibly  more  than  one  .lease.  .  Then  you  had 
a  proviso : 

Jfothlng  herein  contained  shall  be  construed  to  prevent  any  number  of 
i-atentees  or  lessees  under  the  provisions  of  this  act  from  combining  their  sev- 
*^ral  interests,  'so  far  as  may  be  necessary,  for  the  purpose  of  establishing,  con- 
Jtrnctlng,  as  a  common  carrier,  a  pipe  line  or  lines,  to  be  operated  and  used  by 
themselves  jointly  in  the  transportation  of  oil  from  their  several  wells  or  from 
the  wells  of  other  lessees  or  patentees  under  this  act ;  or  from  constructing 
and  carrying  on  the  business  of  a  refinery :  Provided,  however.  That  any  com- 
pilation for  such  purpose  or  purposes  shall  be  subject  to  the  approval  of  the 
Secretary  of  the  Interior,  and  on  application  to  him  for  permission  to  form  the 
Same 

^ow,  that  was  all  the  objection  you  had  to  the  Ferris  bill  J 
Mr.  Ball.  That  reminds  me  of  something:-: — 
Mr.  Baker   (interposing).  Now,  before  you  go  into  something 
^Ise,  let  me  finish  this.    I  want  to  read  jtHio  iBl^r : 

1  have  a  nire  from  the  office  stating  that  foi)  would  like  to  have  in  concrete 
lorm  the  amendments  to  the  Ferris  bill  suggested  |n  recent  letters  to  you. 


282  OIL  LEASrNCi    LANDS. 


gross  5 


Now,  your  organization  wrote  a  letter  to  every  Member  of  Con- 

• 

Mr.  Ball.  Yes. 

Mr.  Eakeb.  My  hubit  is  that  I  acknowledge  letters,  and  iif  they 
have  anything  to  present  I  tell  them  to  present  it  and  it  will  be 
given  consideration.    In  response  to  that  I  got  this  reply: 

I  nccordlnply  hnnil  you  herewith  a  list  of  amendments  which,  if  adopted, 
would  make  it  iMLssIhle  for  the  independent  to  operate  successfully  without 
in  any  way  lessening  or  endangering  the  rigidity  of  the  Govemutent  control  of 
the  situation. 

I  should  very  much  like  the  opportunity  to  explain  these  amendments,  and  the 
general  situation  In  the  Rocky  Mountain  region,  to  the  Committee  6n  Public 
Lands.  I  have  given  most  of  my  time  for  several  years  to  the  subject,  first 
as  chairman  of  the  oil  board,  United  States  Geological  Survey ;  later  as  an 
engineer  and  law  oflicef  of  the  Bureau  of  Mi^es ;  at  present  in  the  employ  of 
the  Roxana  Petroleum  CJo. 

During  July  and  August  last,  acting  on  my  own  behalf  and  In  what  I  believed 
the  public  Interest,  i  exhauste<l  my  personal  resources  in  a  fruitless  attempt  to 
obtain  a  hearing  before  the  Public  Lands  Committees  of  the  House r 

Mr.  Baijl  (interposing).  That  is  a  mistake. 
Mr.  Raker  (continuing)  : 

and  Senate.    I  hope  that  this  time  the  House  committee  will  hold  public  hear- 
ings and  that  I  shall  be  given  ah  opiiortunity  to  be  heard. 
Very  truly,  yours. 

Max  W.  Bali^ 
Petroleum  Engineer^  Chcyennet  "Wyo, 

Now,  following  that— and  I  want  this  to  go  into  the  record  to 
show  these  ai^o  all  the  amendments  suggested  in  the  letter  liy  Mr. 
Ball  to  the  Ferris  bill,  and  the  only  complaints  against  it,  signed  by 
him^— that  is  your  signature,  isn't  it  [showing  letter  just  read,  dated 
Jan.  12,11)18]?       \    !     ' 

Mr.  Ball.  Yes,  sir.  ' 

Mr.  Raker.  I  would  like  to  have  that  go  into  the  record. 

The  Chairman.  Without  objection  it  is  so  ordered. 

{The  letter  referred  to  follows:) 

4539  Gt^RGIA  AVKKWB; 

WaHhinytfyn,  D.  C.^  January  iti  JSJH, 
JHou.  John  E.  Raker, 

House  of  Representatives. 

Deab  Mb.  Hakeu:  I  have  a  wire  from  the  ottlce  stating  that  you  would  like 
to  have  In  concrete  form  the  amendments  to  the  Ferris  bill,  suggested  in  recent 
letters  to  you.  I  accordingly  hand  you  herewith  a  list  of  amendments  which,  If 
adopted,  would  make  it  possible  for  the  independent  to  operate  successfully 
without  in  any  way  lessening  or  endangering  the  rigidity  of  the  Government's 
control  of  the  situation. 

I  should  very  mucli  like  tlie  opjx>rtunity  to  explain  tliese  amendments  and 
the  general  situation  in  the  Rocky  Mountain  region  to  the  Committee  on  Public 
Lands.  I  have  given  most  of  my  time  for  several  years  to  the  subject — ^first 
as  chairman  of  the  oil  Ixmrd,  United  States  Geoiogical  Survey,  and  later  as  an 
engineer  and  law  officer  of  the  Bureau  of  Mines ;  at  present  in  tlie  employ  of 
the  Roxana  Petroleum  Co. 

During  July  and  August  la-st.  acting  on  njy  own  behalf  and  in  what  I  belleve<l 
the  public  interest,  I  exhausted  my  personal  resources  in  a  fruitless  attempt  to 
obtain  a  hearing  before  the  Public  Lands  Committees  of  House  and  Senate.  I 
hope  that  this  time  the  House  committee  will  hold  public  hearings  and  that  I 
shall  be  given  an  opportunity  to  be  heard. 
Very  truly,  yo\irs. 

Max  W.  Ball, 
Petroleum,  tlnf/itieer,  Cheyenne^  Wl/o. 
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PROPOSED  AMENDMENTS  TO  THE  FI-nmiH  BILL    (H.   H.   3232). 

Section  10,  page  10,  line  11,  after  the  word  "lands,"  insert  the  following: 

"  Provided,  Tliat  said  i>erniittee  shall  have  a  preference  right  to  lease  the 
eutire  tract  eml)raced  within  his  permit  uiwn  the  same  terms  and  conditions  as 
provided  for  other  leases,  instead  of  receiving  a  patent  for  any  part  thereof.** 

Secfon  10,  page  10,  line  17,  after  the  word  "  patent,"  add  the  words  "  or 
lease." 

Section  10,  page  10,  line  21,  after  the  word  '*  patent,"  add  the  words  "or 
Iwise." 

Section  10,  page  11,  line  2,  strike  out  the  word  "  eleven  *'  and  Insert  in  lieu 
thereof  the  word  "  twelve.*' 

Section  12,  page  32.  line  3,  after  the  word  "  patented.**  add  the  words  "  or 
Iea.sed,'*  and  after  the  word  "  patent  **  add  the  words  "  or  lease." 

Section  12.  page  12,  line  6,  after  the  word  *'  bidding,"  insert  the  words  "  or 
such  other  methods  as  he  may  adopt." 

Section  12,  page  12,  line  7,  strike  out  the  words  "  six  hundred  and  forty  ** 
and  in.sert  in  lieu  thereof  the  words  "  two  thousand  five  hundred  and  sixty.'* 

Section  22.  page  19,  lines  12  and  13,  strike  out  tiie  words  "one  lease"  and 
insert  in  lieu  thereof  the  words  "  two  thousand  five  hundred  and  sixty  acres." 

Section  22,  page  19.  line  13,  after  the  word  "described,"  insert  the  words 
**  within  a  fifty-mile  radius.'* 

Section  22,  page  19,  line  16,  strike  out  the  word  "lease**  and  insert  "area 
within  said  fifty-mile  radiUs." 

Section  22,  page  19.  line  16,  after  the  word  "  hold,"  insert  the  words  "  within 
said  fifty-mile  radius.'* 

S<H-tion  22,  page  20,  line  1,  after  the  word  "act,"  Insert  the  words  "  wlthio 
said  radius." 

Section  23,  page  20,  Hue  17,  at  the  end  of  section,  add  the  following: 

**  Provided,  That  nothing  herein  contained  shall  be  construed  to  prevent  any 
number  of  patentees  or  lessees  under  the  provisions  of  this  act  from  combining 
their  several  intercuts  so  far  as  may  be  necessary  for  the  purpose  of  establish- 
ing and  con.structing  as  a  common  carrier  a  pipe  line  or  lines  to  be  operated  and 
nsed  by  them  jointly  in  the  transportiition  of  oil  from  their  several  wells,  or 
from  the  wells  of  other  lessees  or  patentees  under  this  act,  or  from  constructing 
pnd  carrying  on  the  business  of  a  refinery :  Provided  further^  That  any  combi- 
nation for  such  purpose  or  purposes  shall  be  subject  to  the  approval  of  the 
^retary  of  the  Interior  on  application  to  him  for  permission  to  form  the 
same," 

Mr.  Ball.  May  I  make  a  statement,  that  there  is  one  very  clear 
error  in  this  letter.  I  did  not  make  a  fruitless  attempt  to  obtain 
a  hearing  before  the  House  committee.  That  letter  should  be  so 
understood. 

Mr.  Elston.  This  is  not  a  circular  letter?  This  was  a  letter  to 
Mr.  Raker? 

Mr.  Ball.  Yes,  sir. 

Mr.  Elston.  This  was  not  included  in  any  circular  letter? 

Mr.  Ball.  No,  sir. 

Mr.  Smith  of  Idaho.  How  did  that  mistake  happen  to  be  made. 

Mr.  Ball.  Too  much  haste,  I  think,  is  the  only  excuse  I  can  offer 
for  it. 

Mr.  Raker.  Now  this  is  a  circular  letter  dated  December  31,  1917. 
That  is  about  right  isn't  it? 

Mr.  Ball.  I  think  that  is  it. 

Mr.  Raker.  It  is  headed  "  Max  W.  Ball,  Cheyenne,  Wj^o.,  December 
31.  1917,"  and  is  addressed  to  John  E.  Raker,  Washm^on,  D.  C. 
Now,  you  sent  a  letter  like  this  to  all  Members'of  Congress,  did  you  ? 

Mr.  Ball.  Yes. 

Mr.  Raker.  The  letter  reads : 

I  ask  your  attention  to  the  fact  that  the  enactment  of  the  Ferris  bill  (H.  II. 
3232),  upon  which  an  early  vote  Is  proposed,  would  result  in  enormous  waste 
of  oil  and  gas — substances  of  such  war-time  value  that  to  waste  them  would 
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be  criminal.  I  hope  you  wlU  read  the  inclosed  paper  on  "Adequate  Acreage  and 
Oil  Conservation,"  and  will  note  that  the  Ferris  bill  not  only  would  provide 
an  inadequate  acreage  but  would  scatter  each  oil  field  with  100  acre  tracts  over 
the  operation  of  which  the  Government  would  have  little,  if  any,  control 
Thus  the  public-land  fields  would  be  cut  into  small  blocks,  Qovemment  control 
would  be  practically  nullified,  and  waste  of  oil  and  gas  woukl  be  assured. 

I  ask  your  attention  to  the  further  fact  that  the  enactment  of  this  bill,  with 
the  restrictions  as  to  acreage  and  number  of  leases  which  it  would  throw  about 
independent  companies,  would  perpetuate  the  Standard  Oil  Co.*s  present 
monopoly  of  the  oil  industry  of  the  Rocky  Mountain  region,  and  would  make  It 
impossible  for  independent  companies  to  compete  with  the  Standard  on  any- 
thing like  equal  terms. 

For  these  reasons,  I  hope  that  you  will  vote  for  either  the  amendment  <»r  tlio 
defeat  of  the  bill. 

Very  truly,  yours. 

Max  W.  Bai.i^ 

Now  that  is  a  similar  letter  that  you  sent  to  all  Members  of  Con- 
gress? 

Mr.  Ball.  Yes. 

Mr.  Raker.  Having  received  that  letter,  I  spoke  to  the  chairman 
about  it,  and  he  said  Tetters  were  ocnning  to  him.  I  wrote  a  letter— 
I  have  got  a  copy  right  here,  so  there  will  be  no  question  about  it 

Januabt  5,  1918. 
Mr.  Max  W.  Ball, 

Oheyeiwe,  Wyo, 

Dear  Sib:  Yours  of  December  31,  in  regard  to  the  Ferris  bill  (H.  U.  3232). 
at  hand  and  pamphlet  received. 

Note  your  comments  upon  the  effect  of  the  bill  and  suggested  inadequacy 
thereof.  You  have  a  copy  of  the  bill.  What  would  be  your  suggestions  as  to 
Its  amendment? 

Present  them,  and  send  them  to  Mr.  Ferris,  also  a  <H>py  to  me,  ami  I  know 
that  it  will  be  given  consideration. 

Did  you  send  those  amendments  to  Mr.  Ferris? 

Mr.  Ball.  I  gave  them  to  you,  and  gave  them  personally  to  Mr. 
Ferris  on  the  same  day. 

Mr.  Rakbr.  Mow,  it  you  could  not  get  the  amendment  that  you 
wanted  as  to  acreage,  increasing  the  acreage,  you  wanted  the  bill 
defeated? 

Mr.  Ball.  I  said  to  Mr.  Taylor,  a  little  while  ago,  I  thought  that 
would  be. the  lessor  evil. 

Mr.  Raker.  Well,  I  know.  I  say  that  was  your  idea,  and  yon 
followed  it  out  by  your  subsequent  work.  You  would  like  to- see  the 
bill  defeated  if  you  do  not  get  your  increase  in  acreage? 

Mr.  Ball.  Yes;  the  increase  in  acreage,  and  the  other  things  that 
we  asked  for  the  amendment  of  the  bill  in. 

Mr.  Raker.  But  you  never  did  answer  Mr.  Taylor's  questicHi  as 
to  who  would  be  benefited  by  the  defeat  of  the  bill. 

Mr.  Ball.  The  angle  I  was  looking  at  was  not  who  would  be  , 
benefited  by  the  defeat  of  the  bill,  but  who  would  be  damaged  br  | 
the  passage  of  the  bill  in  the  form  in  which  it  then  stood.  , 

Mr.  Taylor.  But  you  were  attacking  both  the  Senate  and  the 
House  bills,  in  your  aclvertisement,  and  you  wrote  one  or  more'letters 
to  every  member  of  Congress,  and  you  very  industriously  endeavored, 
without  pointing  out  the  iniquitous  provisions,  to  prejudice  not  onlj 
the  public,  but  every  Member  of  the  House  of  Representatives,  affaio^t 
not  only  the  Senate  bill,  but  the  House  bill,  and  the  whole  subject 

Mr.  ]dall.  The  objection  that  I  was  raising  applied  to  both  bilb. 
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Mr.  Taylor.  I  stated  to  the  committee  the  other  day  that  Director 
Manning,  of  the  Bureau  of  Mines,  had  recently  said  to  me  in  the 
presence  of  a  number  of  gentlemen  that  he  had  just  made  a  report, 
a  week  ago  to-day,  to  Secretary'  Lane,  in  which  he  said  that  from 
the  fibres  reported  to  him  the  absolutely  necessary  consumption  of 
oil  this  year  would  be  60,000,000  barrels  in  excels  of  all  our  sources 
of  supply. 

Now,  with  that  appalling  shortage  staring  our  country  in  the  face, 
vou  deliberately  come  down  here  and  attack  this  measure  in  this 
way,  and  make  it  almost  utterly  impossible  for  us  to  pass  any  decent 
oil  development  bill  through  the  House.  What  was  your  idea  in 
doing  that?  Whose  interest  is  or  would  be  benefited  by  that  kind 
of  a  propaganda?  If  you  were  working  for  the  welfare  of  the 
United  States  and  our  Government  in  the  war,  could  you  take  a 
more  injurious  or  effective  course  to  defeat  any  le^slation  and  pre- 
vent the  production  of  oil  that  the  country  is  trj^mg  to  get  and  so 
greatly  needs? 

Mr.  Ball.  But  my  position  was  that  the  passage  of  the  bill  as  it 
stood  would  prevent  an  increase  in  the  production  of  oil  from  the 
public  laiids;  would  prevent  the  people  out  in  our  country  from 
going  ahead  with  development  work — ^not  that  it  was  going  to  in- 
crease development,  but  that  the  passage  of  the  bill  as  it  stood  would 
retard  development  in  the  West. 

Mr.  Raeleb.  So  otherwise  you  see  no  objection  to  the  Ferris  bill  ? 

Mr.  Ball.  No  material  oojection  that  I  think  of. 

Mr.  Kakek.  And  this  objection  is  solely  and  entirely  an  objection 
of  yours  based  upon  your  theory  that  a  larger  trace  of  oil  land,  oil- 
producing  land,  and  oil  wells  will  reduce  monopoly  instead  of  in- 
creasing it? 

Mr.  Ball.  A  larger  tract  of  oil  land,  sufficiently  large  holdings  so 
as  to  permit  any  producer  to  go  into  the  refining,  marketing,  and 
transporting  business  and — ^what  I  think  I  forgot  to  mention  beiore — 
removal  of  all  prohibition  against  entering  the  refining  and  trans- 
porting business.  With  those  changes  I  would  say  the  bill  would  be 
fixed. 

Mr.  Raker.  What  I  am  trjring  to  get  at  is  this:  You  have  stated 
now  to  Mr.  Ferris  and  to  others  about  your  differences  with  the  heads 
of  the  Bureau  of  Mines  and  the  Bureau  of  the  Geological  Survey,  and 
you  now  feel  free  to  express  your  views? 

Mr.  Balx«.  Yes,  sir. 

Mr.  Raker.  Their  view  was  that  a  smaller  interest  was  better  for 
the  Government,  the  individual,  and  all  concerned  ? 

Mr.  Ball.  Yes. 

Mr.  Raker.  You  took  a  different  view,  that  they  should  have  a 
larger  acreage? 

Mr.  Ball.  Yes. 

Mr.  Raker.  And  because  your  view  was  different  from  theirs,  and 
you  thought  a  larger  acreage  would  be  better  in  behalf  of  the  man  that 
got  it,  you  charged  that  therefore  that  would  be  in  the  interest  of  the 
Standard  Oil? 

Mr.  Ball.  I  beg  pardon 

Mr.  Raker  (interposing).  Just  a  moment — and  you  drew  the  in- 
ference that  it  would  be  m  the  interest  of  Standard  Oil  simply  be- 
cause of  your  deduction  that  a  larger  tract  of  land  with  more  oil  in 
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it  would  give  that  particular  individual  more  opportunity  to  pro- 
duce, put  up  refineries,  and  distribute  ?    Isnt  that  really  true,  now  jf 

Mr.  Ball.  I  will  have  to  ask  permission  to  modify  that  a  little  bit. 
It  was  not  because  I  considerea  a  large  tract  of  more  benefit  to  the 
man  who  held  the  larger  tract,  but  because  I  considered  a  larger  tract 
of  more  benefit  to  the  public,  as  you  will  find  in  the  statement  I  have 
made  right  straight  through ;  also,  that  the  effect  of  the  larger  hold- 
ings, permitting  a  man  to  go  into  the  refining  business,  is  to  prevent 
monopoly  and  induce  competition,  which  I  believe  is  for  the  public 
benefit. 

Mr.  Raker.  Now,  that  whole  thing^  as  to  its  being  in  the  interest 
of  Standard  Oil,  was  solely  a  deduction  from  your  own  mind  as  to 
the  effect  of  the  larger  tract  of  land.    Isn't  that  right! 

Mr.  Ball.  Deductions  from  my  own  mind  as  to  conditions  in 
Wyoming  to-day,  and  the  continuing  of  those  conditions,  unless  some 
one  was  allowed  sufficient  foothold  to  compete. 

Mr.  Kaker.  Well,  it  all  resolves  itself  into  the  fact  that  here  are 
men  differing  with  you,  and  you  take  the  view  that  the  larger  tract  is 
better.  Others  take  the  view  that  the  smaller  tract  is  better.  Now. 
because  you  take  the  view  that  the  larger  tract  is  better,  you  make 
the  charge  that  it  is  in  the  interest  of  Standard  Oil  to  give  them  the 
smaller  tract.  You  have  no  other  foundation  upon  which  to  base  that 
than  that  which  you  have  already  given  to  the  committee,  have  you? 

Mr.  Ball.  I  have  the  foundation  facts,  which  I  have  given  the  com- 
mittee regarding  the  Wyoming  situation. 

Mr.  Raker.  Nothing  else? 

Mr.  Ball.  I  think  I  have  given  the  committee  all  the  facts  that  I 
have. 

Mr.  Raker.  Nothing  else? 

Mr.  Ball.  So  far  as  I  can  remember,  nothing  else. 

Mr.  Lenroot.  Mr.  Ball,  you  are  familiar  with  the  Wyoming  field, 
and  as  a  geolo^st  in  your  opinion  what  percentage  of  public  lands 
that  are  possibly  oil  bearing  have  now  been  withdrawn  from  entry? 

Mr.  Ball.  Of  course,  by  far  the  greater  part  of  the  public  lands 
which  it  is  now  thought  will  prove  to  be  oil  bearing  have  been  with- 
drawn from  entry.  %ut  that  does  not  mean  that  mose  are  the  only 
lands  which  are  expected  to  become  oil  bearing.  There  is  a  certain 
minimum  of  evidence  on  which  the  Government  will  act,  and  so  I 
should  say  that  there  is  a  possibility — ^there  are  perhaps  3,000,000 
acres  of  public  lands  withdrawn — a  possibility  of  another  2,000,000 
outside  or  Alaska.    That  is  the  roughest  sort  of  an  offliand  estimate. 

Mr.  Lenroot.  What  has  been  the  practice  of  the  department  as 
soon  as  any  lands  open  to  entry  do  give  indications  of  being  oil  bear- 
ing, as  to  withdrawing  those  lands  1 

Mr.  Ball.  I  don't  know  the  present  practice,  because  conditions 
may  have  changed  since  I  have  been  out.  But  the  practice  during 
the  time  that  I  was  there  was  that  when  a  new  field  was  discovered. 
a  withdrawal  order  was  made,  with  the  idea  that  the  discoverer  was 
already  protected,  because  his  claim  would  antedate  the  withdrawal 
and  he  would  undoubtedly  be  in  diligent  prosecution  of  work  on  other 
claims,  and  that  the  remainder  of  the  land  should  be  held  pending 
the  passage  of  legislation. 

Mr.  Lenroot.  §o  that  as  rapidly  as  any  lands  are  known  to  be  or  it 
is  reasonably  probable  that  they  are  oil  oearing,  they  are  withdrawn. 
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Mr.  3aiju  That  was  the  practice  when  I  was  there.  I  suppose  it 
is  the  same  still. 

Mr.  Lenroot.  Now,  then,  if  no  legislation  is  passed  bv  Congress, 
what  opportunity  will  there  be  for  increased  production? 

Mr.  Bau^.  Well,  the  experience  of  the  last  two  or  three  years  has 
taught  us  that  when  a  man  discovers  a  new  field,  enough  claimants  get 
into  that  field  and  get  into  diligent  prosecution  of  work  leading  to 
discovery  to  develop  a  considerable  part  of  it  before  the  withdrawal 
order  is  made.  It  takes  time  for  the  news  to  get  to  Washington  and  for 
the  withdrawal  order  to  go  through  the  executive  machinery  and  get 
the  President's  signature;  and  there  are  usually  two  or  three  weeks 
intervening  there,  wherein  the  field  is  pretty  well  gone.  For  instance, 
take  an  extreme  case.  Elk  Basin.  The  Elk  Basin  field  was  discovered 
along  in  the  fall  of  1914,  if  I  remember  correctly,  and  by  the  time  the 
news  got  to  Washington  the  information  we  had  regarding  the  field 
assembled  and  the  order  drafted  and  sent  to  the  Land  Office  for  ap- 
proval as  to  title,  and  to  the  Secretary's  office  for  his  approval,  and 
to  the  President  for  his  signature,  I  think  a  month  had  elapsed.  In 
that  month  the  prosecution  of  work  of  discovery  had  begun,  I  think, 
on  pretty  nearlv  every  claim  in  Elk  Basin  that  has  since  proven  to 
be  valuable,  ^o  really  the  effect  of  the  withdrawal  was  not  very 
much. 

Mr.  LiENROOT.  If  your  statement  now  is  true  that  practically  all 
these  oil-bearing  lands  are  now  covered  by  valid  claims  and  that 
production  will  continue,  what  necessity  is  there  for  any  legislation  t 
What  will  be  accomplished  if  it  is  enacted  ? 

Mr.  Bauu  If  I  conveyed  the  idea  that  practically  all  of  those 
lands  are  covered,  I  did  not  mean  to.  That  is  the  case  in  a  good 
many  new  fields  which  are  being  discovered  to-day. 

Mr.  Lbnroot.  What  is  your  opnion  as  to  the  percentage? 

Mr.  Baul.  As  to  the  percentage  of  withdrawn  lands  which  will 
be  opened  by  this  bill  ? 

Mr.  liBMROOT.  Yes. 

Mr.  BalIj.  There  are  something  like  6,000,000  acre^  withdrawn, 
and  of  that  the  Survey  estimates  possibly  3,000,000  acres  to  be  public 
lands.  Of  the  3,000,000  acres  of  public  land  I  should  suppose  that 
possibly  75  per  cent — ^possibly  not  so  much,  but  possibly  75  per 
cent — is  clear,  so  that  it  will  be  opened  by  passing  such  a  bill  as  this. 

Mr.  Lenroot,  Seventy-five  per  cent.  So  that  if  that  land  cam  be 
opened,  production  will  be  greatly  increased,  will  it  not? 

Mr.  Bauj.  If  it  can  be  opened  under  terms  which  will  attract. 

Mr.  Lenroot.  Under  terms  which  will  attract? 

Mr.  Ball.  Development. 

Mr.  Lenroot.  Now,  in  this  pamphlet  that  you  have  circulateil 
you  say — 

The  successful  ^prosecution  of  the  war  requires  an  inlequnte,  constant,  (\e- 
pendable  supply  of  petroleum  products  and  natural  pcas. 

Then  you  say  over  here — 

A  shortage  of  oil  and  gas  would  crii>ple  our  transport  service,  impair  our 
naval  efficiency,  and  leave  our  troops  abroad  underclotheil,  underfed,  and  under- 
munitioned. 

Then  you  give  some  estimates  tending  to  show  that  there  will  be 
a  shortage  very  soon.    That  is  true  ? 
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Mr.  Ball.  Yes,  sir. 

Mr.  Lenroot.  So  that  in  yoiir  judgment  it  is  absolutely  essential 
that  production  be  increased,  to  successfully  prosecute  the  war? 

Mr.  Ball.  Yes,  sir. 

Mr.  Lenroot.  And  yet,  in  the  closing  paragraph  of  this  pamphlet 
that  I  have  referred  to,  you  use  this  language,  after  stating  the 
amendment : 

It  would  seem,  then,  to  be  the  duty  of  every  public  officer  concerned  in  the 
prosecution  of  the  war,  and  of  every  citizen  whose  heart  is  in  the  successful 
outcome  of  the  national  enterjirise,  to  work  for  the  amendment  of  the  bill ;  and 
faUing  to  achieve  satisfactory  amendment,  to  work  for  its  defeat. 

You  were  speaking  not  of  the  Senate  bill,  but  of  the  Ferris  bill. 

Mr.  Ball.  That  is  because,  Mr.  Lenroot,  I  believed  and  still  be- 
lieve, that  the  passage  of  the  bill  in  its  present  form  would  retard 
development,  rather  than  encourage  it. 

Mr.  Lenroot.  Well,  if  the  acreage  was  so  small  that  it  would  not 
induce  development,  what  harm  could  it  possibly  do?  Certainly 
I  here  would  not  l>e  any  inci-eased  pro<luction. 

•  Mr.  Ball.  But  you  could  have  a  waste  of  a  resource  that  we  will 
likely  need  before  we  are  through. 

Mr.  Lenroot.  There  couldn't  be  any  waste  unless  some  one  availed 
themselves  of  the  opportunities  under  the  bill. 

Mr.  Ball.  As  I  see  it,  the  possible  result  of  the  passage  of  the  bill 
with  a  small  acre  provision  would  be  that  people  would  go  in  and 
develop  small  fields  without  means  of  storage  and  transportation,  and 
there  you  would  have  great  waste. 

Mr.  Lenroot.  But  you  would  have  increased  production. 

Mr.  Ball.  Yes;  you  would. 

Mr.  Lenroot.  And  you  have  said  that  increased  production  was 
absolutely  necessary  to  the  successful  prosecution  of  the  war. 

Mr.  Ball.  Yes;  but  I  think  you  pay  too  great  a  price  for  it. 

Miss  Rankin.  Would  that  increased  production  last  for  a  period 
of  10  years? 

Mr.  Ball.  Yes;  it  should.  But  we  would  pay  too  great  a  price  in 
waste  of  oil  and  gas. 

Mr.  Lenroot.  If  these  increases  are  necessary  to  win  the  war,  can 
we  pay  too  great  a  price? 

Mr.  Ball.  Not  if  that  production  can  not  be  obtained  any  other 
way. 

Mr.  Lenroot.  But  you  have  said  it  was  necessary  to  win  the  war. 

Mr.  Bali..  Have  I  said  it  was  necessary  to  increase  production  from 
the  public  lands? 

Mr.  Lenroot.  No;  you  have  not  said  that,  but  I  am  assuming,  when 
you  refer  to  this  bill,  that  you  are  speaking  of  increased  production 
from  the  public  lands.  Then  you  think  that  without  any  legislation 
there  will  be  no  danger  of  any  shortage  and  we  will  have  enough 
production  ? 

Mr.  Ball.  I  think  another  source  is  being  considered  to  meet  the 
prospective  shortage.  That  is  the  Osage  Reservation  in  Oklahoma. 
T  don't  know  very  much  about  that,  but  I  have  been  told  that  there 
is  a  supply  of  oil  there  that  will  meet  the  emergency. 

Mr.  Lenroot.  So  that  in  your  opinion  it  is  not  necessary,  so  far  as 
the  war  emergency  is  concerned,  to  pass  any  le^slation  at  all  upon 
the  subject? 
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Mr.  Ball.  Well,  of  course,  in  an  emergency  like  the  war,  every 
means  should  be  taken,  of  course.  And  this  is  one  of  them.  Possibly 
I  am  not  entirely  consistent  on  that  point. 
Jlr.  Lenroot.  Xo  ;  I  don't  think  you  are.  [Laughter.] 
The  Chairman.  Members  of  the  committee,  >ve  have  with  us  an 
ox-Commissioner  of  the  General  Land  Office,  Mr.  Fred  Dennett,  who 
wants  to  present  a  matter  entirely  foreign  to  this  issue ;  a  matter,  as 
I  undei-stand  it,  of  certain  homesteaders,  who  took  surface  patents  on 
some  of  these  lands,  and  who  lK)ped  to  get  an  amendment  put  in'  to 
the  effect  that  they  may  have  a  preference  right  to  lease  the  mineral, 
paying  the  same  royalty  as  others  pay.  Mr.  Dennett  has  been  wait- 
ing for  several  days  and  he  tells  me  it  will  only  take  about  five 
minutes,  and  if  it  is  agreeable  I  would  like  the  committee  to  hear 
him  now. 
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Mr.  Dennett.  Mr.  Chairman,  the  amendnient  concerning  which 
I  desire  to  speak  a  few  minutes  can  be  found  on  page  33  or  House 
bill  400  of  the  Sitxy-fourth  Congress,  first  session.  It  is  not  the 
bill  that  is  now  before  you;  This  was  an  amendment  to  the  House 
bill  put  in  by  the  Senate,  and  provided  as  follows : 

i'rorided.  That  where  any  land  lias  lMH»n  iiirhuled  within  an  oil  withdrnwar 
or  classification  heretofore  made  after  bona  fide  entry  iii>on  the  same  by  a 
qiinlitiod  homestead  or  desert  land  entry  man  and  where  said  entry  man  lia»^' 
<tnnplle<l  witli  the  requirements  of  the  law  relating  to  such  entries  up  to  the^ 
tiiHo  when  said  withdrawal  was  made,  said  entrymnn  or  the  patentt^e  under 
RiK-h  entry  shall  be  given  a  preference  right  to  the  lease  of  the  same  under 
siK'h  reasonable  terms  and  conditions  as  the  Secretary  of  the  Interior  may  pre- 
WTiho. 

That  is,  of  couree,  general  legislation,  and  like  other  general  legis- 
lation is  based  on  a  specific  case.  The  case  in  which  I  happen  to  be* 
interested  is  one  in  southern  California,  near  Maricopa — or  two* 
cases — where  homesteaders  went  upon  the  land  prior  to  the  time  of 
withdrawal,  settled  there,  lived  there  in  good  faith;  before  proof  the 
land  was  withdrawn;  they  submitted  proof,  the  proof  was  passed 
upon  by  the  special  agent  to  the  extent  of  being  investigated  and  re- 
turned "  No  protest,"  and  certificate  was  issued.  Then  the  question 
came  up  as  to  whether  patent  should  be  given  them. 

A  hearing  was  ordered  by  the  commissioner,  and  it  was  decided 

that  they  should  take  a  surface  patent  only,  on  the  ground  that  on 

the  time  of  proof  they  should  have  known  of  the  existence  of  the 
oil. 

There  is  no  fraud  at  all  connected  with  this  case.  The  decision 
of  the  Secretary  of  the  Interior  on  appeal  from  the  General  Land 
Office  says : 

The  local  officers  reviewing^  the  same  (lecicle<l  that  the  charj^es,  except  that 
*>f  fraiul.  were  proved,  ami  recommended  the  issimnce  of  patent  under  the  act 
"f  .hily  17,    1914. 

The  final  decision  says : 

There  was  a  hearing,  and  the  local  office  found  the  char^'e  of  fraud  not  proven^ 
Imt  recommende<l  issuance  of  a  restricte<l  patent  under  the  act  of  .July  17,  1914, 
a»<l  the  commissioner  and  the  department  in  the  de<'islon  herein  (piestionecl 
♦>ffinne<l  that  action. 
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So  that  there  is  no  question  of  fraud  and  it  is  not  intended  that  it 
should  cover  any  question  of  fraud,  and  the  amendment,  as  worded, 
would  not  cover  any  question  of  fraud  at  all. 

The  point  is  that  these  people  had  to  take  a  surface  right.  They 
were  given  a  limited  time  within  which  to  exercise  that  privil^e, 
with  tne  idea  that  if  they  did  not  so  exercise  it  they  would  lose  all 
rights;  that  if  it  be  oil  land,  somebody  will  secure  the  lease,  and  if 
the  statements  made  this  morning  are  correct,  their  homesteads  will 
look  more  like  a  shipyard  than  they  will  like  a  homestead,  and  they 
will  be  deprived  of  all  real  value  in  the  surface  patent 

Mr.  Lenroot.  Under  the  general  law  wouldn't  they  be  entitled  to 
damages  for  such  injuries  as  were  sustained? 

Mr.  Dennett.  They  might  be  entitled  to  damages  to  a  certain  ex- 
tent. They  would  have  to  proceed  to  get  it.  But  even  that^  Mr.  Len- 
root, would  not  recompense  them  for  the  damages  done.  And  if  some 
one  is  to  have  the  right  to  lease  this  land,  I  can  not  see  why  they 
should  not  have  the  prior  ri^ht,  subject  to  such  terms  and  conditions 
as  the  Secretary  may  prescribe.  It  gives  them,  then,  something  that 
they  would  have  had  if  they  had  obtained  a  full  patent,  of  course 
subject  to  royalties  which  they  pay. 

Mr.  Lenboot.  Have  there  been  any  drilling  on  any  of  these  specific 
claims? 

Mr.  Dennett.  I  think  there  has  been  no  oil  discovered  upon  this 
land  at  all.  I  don't  know  what  has  been  done  in  the  last  few  years. 
The  decision  was  in  1914. 

Mr.  Lenroot.  Has  there  been  any  drilling  on  these  lands? 

Mr.  Dennett.  I  don't  think  there  has  been.  You  mean  so  that  the 
claim  would  be  established  ? 

Mr.  Lenroot.  No  ;  whether  there  was  any  actual  work  done  by  some 
one? 

Mr.  Dennett.  I  couldn't  tell  you. 

Mr.  Lenroot.  Under  the  placer  claim  ? 

Mr.  Dennett.  As  an  adverse  claim,  no.  There  has  been  some  drill- 
ing done,  but  no  discovery. 

Mr.  Lenroot.  Where  is  Maricopa  ?  Is  it  in  this  vicinity  [indicat- 
ing map  of  naval  reserve  No.  2]  ? 

Mr.  Dennett.  I  can  give  ^ou  a  description  of  the  land. 

A  Voice.  It  is  about  10  miles  southwest  from  that  reserve. 

Mr.  Dennett.  You  understand  that  when  these  parties  went  on 
here  the  land  was  not  withdrawn. 

Mr.  Lenroot.  What  do  you  know  about  the  character  of  the  land  ? 

Mr.  Dennett.  It  is  presumed  to  be  oil  territory. 

Mr.  Lenroot.  I  mean  the  surface. 

Mr.  Dennetf.  The  surface  of  the  land  was  that  which  in  part  they 
could  irrigate,  and  they  did  irrigate;  and  the  Secretary  finds  that 
their  improvements  in  every  way  complied  with  the  law. 

Mr.  Taylor.  Mr.  Dennett,  is  there  anv  line  of  decisions  on  this? 
Has  the  Interior  Department  taken  any  definite  policy  of  refusing  to 
grant  s^uch  requests? 

Mr.  Dennett.  I  do  not  know.  Mr.  Taylor.  I  simply  had  these 
two  cases,  and  I  lost  them  both. 

Mr.  Taylor.  Have  you  consulted  with  the  Interior  Department  at 
the  present  time  as  to  whether  or  not  they  would  recommend  giving 
a  prior  right  to  the  leasing  of  this  land  ? 
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Mr.  Dennett.  No;  I  rather  think  they  are  against  it 

Mr.  Taylor.  You  think  they  are? 

Mr.  Dennett.  I  think  so. 

Mr.  SinTH  of  Idaho.  You  are  not  asking  for  these  homesteaders 
any  greater  rigjlit  than  strangers  would  have  ? 

Mr.  Dennett.  No. 

Mr.  Baker.  Mr.  Dennett,  is  it  your  theory  that  these  men  should 
be  given  simply  a  preference  right  to  lease,  paying  the  same  rovalties 
or  bonus  as  others  would  pay — as  others  outside  would  pay — for  the 
same  tract  of  land  ? 

Mr.  Dennett.  Absolutely. 

Mr.  Raker.  So,  as  a  matter  of  fact,  the  Government  would  be  just 
as  well  off  by  giving  the  preference  right  to  this  man  as  by  allowing 
a  third  person  to  come  in  and  take  the  property  ? 

Mr.  Dennett.  Absolutely,  so  far  as  the  Government  is  concerned. 

Mr.  Taylor.  If  it  was  on  proven  territory,  I  suppose  it  would  be 
done  in  accordance  with  the  regulations  as  to  that  territory  rather 
than  to  wildcat  territory? 

Mr.  Dennett.  Yes,  sir. 

Mr.  Lenboot.  What  is  the  acreage  of  the  homestead? 

Mr.  Dennett.  One  hundred  and  sixty.  I  would  say  that- t]:ie  com- 
missioBep's  decision  sbowsretmy. uncertainty: 

While  the  drilling  of  oil  wells  in  that  particular  allotment  may  hf^ve  been, 
and  may  stUl  be,  more'  or  less  of  a  gamble. 

That  is  in  the  conmiissioner's  own  decision;  so  that  there  wasn't 

any  certainty  even  at  the  time  of  the  commissioner's  decision  that 

&is  was  really  oil  land.    He  says  it  may  be  more  or  less  of  a  mmble. 

Of  the  improvements  there  is  absolutely  no  question  at  all,  and 

there  is  no  question  as  to  the  residence  of  tne  man  upon  the  land. 

That  is  tne  situation,  ^ntlemen,  in  brief.  I  oon't  care  about 
taking  any  more  of  your  tune. 

Mr.  li^RooT.  I  would  like  to  ask  this  question :  Mr.  Dennett,  sup- 
posm^  that  preference  is  given  and  a  prospecting  permit  is  issued 
eoTermg  all  that  area  except  the  160  acres  of  lana.  He  takes  no 
chances,  and  if  it  becomes  a  proven  field,  under  your  amendment  he 
^oidd  be  entitled  to  a  preference  right  that  otherwise  would  b#  open 
to  public  drilling,  and  the  Government  would  receive  such  royalties 
as  anyone  might  care  to  pay. 
Mr.  Dennett.  I  don't  quite  follow  you. 

Mr.  Lenboot.  Suppose  this  160  acres  is  in  the  center  of  a  proe- 
Pecting  permit  issued  to  somebody  else.    That  160  acres,  if  your 
amendbient  is  adopted,  would  not  be  included  within  the  prospecting 
permit. 
Mr.  Dennett.  No. 

Mr.  Lenroot.  This  entryman  does  nothing  t<)  discover  oil*  He 
^aits  until  oil  is  discovered  all  about  him  and  it  becomes  a  provw 
field.    Then  he  gets  the  benefit  of  discovery  without  any  effort. 

Mr.  Dennett.  But,  Mr.  Lenroot,  the  Secretary  of  the  Interior 
could  under  this  amendment  give  this  man  a  preference  right^  with 
^  regulation  that  he  should  proceed  within  a  certain  length  oi  time 
to  do  developing,  under  such  reasonable  regulations  as  the  Secretary 
of  the  Interior  may  prescribe. 

Mr.  Lenboot.  Does  your  amendment  set  any  time  within  which 
he  must  make  that  application? 
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Mr.  Dennett.  The  Secretary  can  do  that.  This  amendment  pro- 
vides i, 

Where  any  land  has  been  Included  within  an  oil  withdrawal  or  classification 
heretofore  made  after  bona  fide  entry  upon  the  same  by  a  qualified  homestead 
or  desert-land  entryman,  and  where  said  entrymau  has  complied  with  tlie 
requirements  of  the  law  relating  to  such  entries  up  to  the  time  when  said 
withdrawal  was  made,  said  entryman  or  the  patentee  under  such  entry  shall 
be  given  a  preference  right  to  the  lease  of  the  same  under  such  reasonable 
terms  and  conditions  as  the  Secretary  of  the  Interior  may  prescribe. 

Now,  under  that  I  think  the  Secretary  of  the  Interior  should 
make  proper  regulations. 

Mr.  Lenroot.  Don't  you  think  he  would  have  that  preference 
right  50  years  from  now  ? 

Mr.  Dennett.  I  should  be  perfectly  willing  to  see  it  limited. 

Mr.  Lenroot.  I  am  simply  asking  you. 

Mr.  Dennett.  No;  I  think  the  Secretary  of  the  Interior  would 
make  a  regulation  saying  that  all  applications  for  preference  rights 
should  be  submitted  within  a  certain  length  of  time. 

Mr.  Smith  of  Idaho.  Under  your  proposed  amendment  the  Sec- 
retary could  require  these  homesteaders  to  pay  as  much  as  was  bid 
for  any  surrounding  land  ? 

Mr.  Dennett.  Oh,  yes. 

♦Mr.  Raker.  Then  wouldn't  it  have  this  effect:  The  man  having 
the  land  himself  could  put  wells  in  and  handle  it  without  having  his 
place  ftrH'"d6stroyed  ? 

Mr.  Dennett.  Yes,  sir. 

The  Chairman.  Without  objection,  the  committee  will  staiid  in 
recess  until  to-morrow  morning  at  10  o'clock. 

(Whereupon,  at  5.10  o'clock  p.  m.,  the  committee  recessed  until  10 
o'clock  a.  m.,  Saturday,  February  9,  1918.) 


4  Committee  on  the  P.ublic  Lands, 

..  •  House  of  Representatives, 

Saturday^  February  P,  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEMENT  OP  MR.  A.  C.  McLAXTGHIIir,  SUPEBINTENDEirE  OF 
OPERATIONS,  PUEL  OIL  DEPARTMENT,  SOUTHERN  PACIHC 
CO.,  SAN  PRANCISCO,  CAL. 

Mr.  McLaughlin.  Mr.  Chairman,  I  have  no  personal  interest  in 
oil  lands  within  the  State  of  California.  The  only  lands  in  which  I 
am  personally  interested  are  some  lands  within  the  State  of  Colorado, 
which  will  not  be  affected  by  this  legislation  one  way  or  the  other. 

In  all  the  time  that  congressional  committees  have  been  consider- 
ing this  western  land  legislation  the  Southern  Pacific  Co.  has  never 
been  represented  before  these  committees,  for  the  simple  reason  that 
we  are  not  asking  for  relief.  Our  lands  were  patented  to  us  some 
22  or  23  years  ago,  and  on  the  strength  of  those  patents  the  Southern 
Pacific  Co.  has  gone  ahead  and  built  up  a  great  oil-burning  trans- 
portation system,  upon  which  the  lives  and  well-being  of  the  people 
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of  five  States  are  dependent.  This  oil-burning  system  was  built  up, 
division  by  division,  until  along  in  1912  the  Salt  Lake  Division,  the 
last  division,  was  put  on  oil.  About  the  time  the  last  division  was 
put  on  oil  the  Government  saw  fit  to  bring  suit  against  the  company 
for  cancellation  of  its  patents.  These  suits  are  now  pending  in  the 
District  Court  for  the  Southern  District  of  California,  and  it  has 
always  been  and  still  is  the  desire  of  the  company  to  leave  these 
matters  of  determination  of  its  right  of  possession  in  the  courts. 
For  that  reason  we  have,  as  I  say,  never  appeared  before  Congress  in 
this  matter.    The  situation  now  is  that  the  Southern  Pacific  comes 

liefore  you 

The  Chairman   (interposing).  How  far  has  that  litigation  pro- 
gressed, Mr.  McLaughlin? 
Mr.  McLaughlin.  The  evidence  is  all  in,  Mr.  Ferris. 
The  Chairman.  In  the  trial  court? 

Mr.  McLaughlin.  Yes,  sir;  and  I  think  the  argument  would  have 
been  made  prior  to  this  time  had  it  not  been  for  the  unfortunate 
death  of  Mr.  Justice,  who  was  the  representative  of  the  Government 
in  California. 
The  Chairman.  In  what  court  is  that  litigation  now  pending? 
Mr.  McLaughlin.  In  Judge  Bledsoe's  court. 
The  Chairman.  And  how  many  acres  are  involved  in  that  suit? 
Mr.  McLaughlin.  There  is  a  very  large  acreage  involved. 
The  Chairman.  About  how  much  ? 

Mr.  McLaughlin.  I  do  not  know.    Perhaps  Mr.  Kearful  can  toll. 
Mr.  KeahTful.  There  are  about  150,000  acres  involved  in  the  five  or 
>ix  suits. 
The  Chairman.  Then  there  are  five  or  six  of  those  suits? 
Mr.  Kearful.  And  there  is  one  other  suit  now  pending  in  the  cir- 
cuit court  of  appeals. 

Mr.  McLaughlin.  That  is  the  Elk  Hills  suit,  which  has  been  de- 
cided against  the  company. 

Mr.  Taylor-  Has  the  Government  brought  suit  against  the  South- 
ern Pacific  Co.  on  all  of  their  oil  claims? 
Mr.  McLaughlin.  Yes,  sir. 

Mr.  Tatix)R.  Xo  matter  how  long  the  company  has  had  a  patent  to 
them  i 

Mr.  McLaugiUvIn.  That  is,  all  that  came  to  us  through  railroad 
grants.  Of  course,  we  have  a  little  land,  as  I  remember  it  about  five 
or  six  hundred  acres,  that  we  have  purchased.  I  say  five  or  six  hun- 
<lred  acres:  it  mav  be  more  than  that,  and  that  is  land  which  we  have 
purchased  from  time  to  time. 

The  Chairman.  Are  you  correct  in  thinking  that  the  acreage  in- 
vohed  in  the  five  suits  is  about  150,000  acres? 
Mr.  McLaughlin.  I  think  that  is  about  right,  substantially. 
The  Chairman.  And  that  embodies  the  total  amount  of  the  grant? 
Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  And  that  grant  was  made  w^hen? 
Mr.  McLaughlin.  I  am  not  very  familiar  with  the  legal  phases  of 
this  matter.     Of  course,  I  am  operating  man,  strictly. 
The  Chairman.  Then,  I  will  withdraw  the  question. 
Mr.  McLaughlin.   But  my  understanding  is  that  this  land  was 
granted  in  1866;  that  it  was  selected  at  some  later  date,  and  that 
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these  patents  were  issued  in  1894  and  1896.    If  I  am  incorrect  about 
that  Mr.  Kearful  will  correct  me. 

The  Chairman.  And  these  suits  were  brought  when? 

Mr.  McLauqhlin.  About  1912. 

The  Chairman.  And  there  are  five  of  them  ? 

Mr.  McLaughlin.  I  think  so. 

The  Chairman.  And  are  they  all  pending  in  the  same  court? 

Mr.  McLaughlin.  These  suits  have  been  combined  and  are  now 
being  tried  as  one  suit. 

The  Chairman.  Before  Judge  Bledsoe  in  one  of  the  California  dis- 
trict courts? 

Mr.  McLaughlin.  In  the  District  Court  for  the  Southern  District 
of  California. 

The  Chairman.  And  the  case  has  not  finally  been  disposed  of  in 
the  district  court? 

Mr.  McLaughlin.  No,  sir;  but  the  evidence  is  all  in,  and  I  think 
unless  the  arguments  have  been  made  since  I  left  California,  the 
arguments  have  not  been  made.  They  are  pending  in  the  district 
court.  There  is  one  case  which  the  Government  won  known  as  the 
Elk  Hills  case,  which  covers  the  land  in  naval  reserve  No.  1.  That 
was  tried  before  Judge  Bean. 
*  The  Chairman.  And  was  that  case  appealed? 

Mr.  McLaughlin.  It  was  appealed  ana  is  now  in  the  circuit  court 
of  appeals. 

The  Chairman.  So  none  of  the  litigation  had  become  a  final  judg- 
ment clear  through  the  appellate  court? 

Mr.  McLaughlin.  No,  sir. 

Mr.  Taylor.  Why  has  there  been  this  five  years'  delay  in  getting 
your  testimony  in  ? 

Mr.  McLaughlin.  Well,  I  do  not  know  as  to  that.  I  suppose  it  is 
the  natural,  normal  delay  of  the  courts. 

Mr.  Taylor.  According  to  that  it  may  be  5  or  10  or  more  years 
yet  before  you  get  throu^  all  this  litigation. 

Mr.  McLaughlin.  We  expect  it  to  be  that  long  at  least 

The  Chairman.  The  real  point  at  issue,  Mr.  McLaughlin,  is  as  to 
whether  or  not  the  grant  carried  the  mineral  area  as  well  as  the  sur- 
face area;  is  not  that  it? 

Mr.  McLaughlin.  I  think  so. 

The  Chairman.  That  is  the  main  point  in  controversy? 

Mr.  McLaughlin.  No;  I  think  the  point  in  controversy  in  these 
cases  is  as  to  whether  or  not  the  company  committed  fraud  in  patent- 
ing these  lands. 

Mr.  Baker.  Knowing  that  oil  was  in  the  lands  at  the  time  they 
got  the  patents. 

Mr.  McLaughlin.  Yes;  Judge  Bean  decided  in  this  Elk  Hills 
case,  as  I  remember  his  decision — it  has  been  a  long  time  since  I  read 
it — that  the  court  was  unable  to  determine  whether  or  not  this  was 
oil  land,  but  notwithstanding  that,  he  decided  that  the  company  had 
committed  fraud  in  patenting  these  lands,  which,  of  course,  leads  to 
the  assumption  that  we  must  have  known  in  1909,  or  whenever  it 
was,  that  these  were  oil  lands. 

Mr.  Saker.  Generally  speaking,  this  is  the  class  of  cases  where 
patents  have  been  issued  such  a  length  of  time  that  they  would  be 
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barred  by  the  statute  of  limitations,  but  the  contention  is  that  the 
company  knew  that  there  was  oil  in  the  land  at  the  time  they  got  the 
patent?^ 

Mr.  McLaughlin.  Yes;  that  there  was  oil  in  the  land,  and  we 
inew  it  was  there.  I  judge  that  is  the  contention  of  the  Govern- 
ment Of  course,  there  is  no  question  as  to  the  oil  being  there  be- 
eause  we  know  it  now — ^that  is,  with  respect  to  the  great  part  of 
these  lands. 
The  Chairman.  You  may  proceed,  Mr.  McLaughlin. 
Mr.  McLaughlin.  As  I  say,  the  Southern  Pacific  Co.  built  up  this 
jrreat  tninsportation  system  so  that  to-day  the  well-being  and  the  very 
lives  of  the  citizens  of  five  States  are  dependent  upon  the  continuous 
operation  of  this  railroad.  It  must  be  remembered  that  a  large  part 
of  this  country  is  a  desert  country,  and  all  of  the  food,  and  in  many 
cases  even  the  water,  is  brought  to  the  people  by  rail,  so  that  they 
are  dependent,  as  T  say,  upon  the  continuous  operation  of  the  road. 
To-day  the  total  production  of  oil  by  the  Southern  Pacific  Co. 
from  all  of  its  lands  is  approximately  800,000  barrels  a  month.  The 
consumption  of  fuel  oils  by  the  Southern  Pacific  Co.  is  approximately 
1450,000  barrels  a  month. 

The  Chairman.  -Which  makes  you  buy  aboyt  ^DfiOO  barrels  a 
month? 

Mr.  McLaughmn.  Yes;  we  are  short  about  650,000  barrels  a 
month. 

The  Chairman.  Is  the  railroad  operating  the  wells,  Mr.  Mc- 
Laughlin, or  are  they  leasing  them  and  just  getting  a  royalty  from 
them! 

Mr.  McLaughlin.  We  operate  them  ourselves.  When  I  say  that, 
of  course,  the  lands  belong  to  the  Southern  Pacific  Railroad  Co.  and 

the  land  is  leased 

The  Chairman  (interposing).  I  had  in  mind  that  you  might  lease 
them  to  some  oil  operator  and  merely  get  the  royalty. 

Mr.  McLaughlin.  The  laud  is  leased  by  the  Southern  Pacific 
Bailroad  Co.  to  the  Soutiiem  Pacific  Co.,  'which  is  the  operating 
company,  and  the  Southern  Pacific  Co.  operates  the  land.  Of  course, 
it  is  all  within  the  family,  so^  that  aa  a  matter  of  actual  fact  the 
Southern  Pacific  Railroad  Co.  is  operating  its  own  land. 

The  Chairman.  So  they  take  the  total  output  and  650,000  barrels 
more! 

Mr.  McLauohmn.  Yes,  sir;  and  not  only  that,  but  we  have  always 
used  every  barrel  of  oil  taken  from  this  land  in  operating  the  rail- 
road.   We  have  never  sold  a  barrel  of  oil. 

The  Chairman.  Then,  so  far  as  the  trade  is  concerned,  or  the 
public  is  concerned,  it  has  been  a  proposition  of  your  producing 
your  own  oil  for  your  own  consumption  from  your  own  land  ? 
^  Mr.  McLaughmn.  Yes,  sir ;  absolutely.  The  general  situation  in 
California  for  the  past  two  years,  as  Mr.  Henderson  pointed  out, 
has  been  that  every  month  the  State  of  Califoriiia  has  consumed 
approximtely  12^  per  cent  more  than  it  produced.  The  result  of 
that  condition  has  oeen  that  our  oil  on  hand — ^that-is,  theiotal  stocks 
<5a  oil  on  hand — ^has  decreased  fr>>m  around  60,000,000  barrels  to  the 
present  stocks  of  32,400,000  barrelsi:  Now,  the  situation  of  the 
Southern  Pacific  Co.  is  even  more  alarming  th»n  the  general  situa- 
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tion  in  California.  When  the  stocks  in  California  were  60,000,000 
barrels  the  stocks  of  the  Southern  Pacific  Co.  were  7,iiOO,000  barrels, 
or  practically  12^  per  cent  of  the  total.  To-day,  when  the  stocks  of 
the  State  oi  California  are  32,400,000  barrels,  the  stocks  of  the 
Southern  Pacific  Co.  are  1,520,000  barrels,  or  less  than  5  per  cent  of 
the  total.  Now,  of  that  1,520,000  barrels,  1,000,000  barrels  repre- 
sents oil  which  was  borrowed  by  the  Southern  Pacific  Co.  frcmi  the 
Union  Oil  Co.  of  California  in  order  to  keep  its  road  in  continuous 
operation.  That  oil  is  payable  on  demand,  so  that,  theoretically,  we 
have  an  hand  to-day  only  about  500,000  barrels  of  oil.  That  is 
enough  oil  to  run  the  railroad  for  10  days. 

Mr.  Raker.'  You  have  the  other  on  hand  but  it  is  subject  to  bein<r 
drafted  by  the  Union  Oil  Co.  whenever  they  want  it? 

Mr.  McLaughlin.  Yes,  sir.  And,  of  course,  I  may  say,  aside, 
that  they  will  have  to  make  some  draft  to  ^et  it  under  the  present 
condition  of  our  oil  stocks;  but  still,  it  is  their  oil. 

Mr.  Baker.  Before  you  proceed,  Mr.  McLaughlin,  has  this  liti^r^- 
tion  stopped  your  oil  development  ? 

Mr.  McLaughun.  I  am  ^oin^  into  that  a  little  bit  later  on: 
yes,  sir. 

Now,  this  enormous  decrease. in  stocks  in  California  and  in  stocks 
of  the  Southern  Pacific  Co.  has  not  been  due  to  any  decreased  pro- 
duction. It  has  been  due  simply  to  the  speeding  up  that  we  have 
all  made  in  California  in  an  attempt  to  help  win  the  war.  Our  con- 
sumption, for  example,  has  increased  51  per  cent  in  the  last  two  yeai^s 
and  a  half  since  the  war  activity  re^iUy  began.  The  consumption 
on  certain  divisions  where  the  war  activity  is  especially  noticeable — 
for  instance,  on  the  Tucson  division,  where  all  the  copper  mining  is 
done — has  been  97  per  cent,  or  practically  double,  while  the  increase 
of  consumption  on  the  Los  Angeles  division,  which  is  serving  a 
commercial  community,  has  been  only  about  55  per  cent,  showing  the 
difference  between  the  activity  in  what  you  might  call  the  war  areas 
and  the  activity  in  a  normal  area. 

Mr.  Raker.  Who;  under  the  Government,  has  direct  charge  now  of 
this  oil  situation  and  of  the  activities  of  the  Government? 

Mr.  McLau(jiii.in.  T  think  Mr.  Biggs  has  charge  of  ours. 

Mr.  Raker.  No  ;  I  mean  who  has  charge  of  seeing  about  the  pro- 
duction of  oil  and  its  consumption  and  distribution  and  making 
preparations  to  see  that  we  have  enough  oil  on  hand?  What  par- 
ticular man  in  the  Government  has  charge  of  that,  do  you  know  ? 

Mr.  McLaughlin.  Of  course,  there  is  no  one  who  is  especially 
charged  with  that  duty,  as  I  understand  it.  The  Fuel  Administrator 
is  charged,  or  will  be  charged,  I  suppose,  with  the  distribution  of  fiirl 
oil,  but  as  yet  he  has  made  no  move. 

Mr.  Raker.  Nothing  has  been  done  yet? 

ifr.  McLaughlin.  Not  so  far  as  I  know.  Of  course,  he  has  issued 
a  priority  order,  which  is  ai)plioable  to  the  territory  east  of  the 
Rocky  Mountains,  but  nothing  has  been  done  in  the  West.  Now,  that 
is  another  thing  I  had  expected  to  come  to  later  on. 

Mr.  Raker.  I  did  not  want  to  anticipate  you,  Mr.  McLaughlin. 

Mr.  McLaughlin.  As  I  say,  this  enormous  draft  on  stocks  has 
been  due  not  to  decreased  production  or  decreased  activity  in  Cali- 
fornia, but  it  has  been  due  almost  entirely  to  increased  consumption. 
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The  situation  in  California  grew  so  alarming  that  some  tmVe  ago, 
in  the  beginning  of  the  summer,  (tov.  Stevens  appointed  a  com- 
mitt^  of  three  disinterested  gentlemen  to  investigate  the  oir  situa- 
tion in  California.  This  committee  consisted  of  Mr.  Max  Thelen, 
the  chairman  of  the  State  railroad  commission;  Mr.  D.  M.  Folsom, 
profei«or  of  the  Stanford  University;  and  Mr.  Eliot  Blackwelder, 
professor  in  the  I'^niversity  of  Illinois.  These  gentlemen  held  ex- 
tended hearings  in  the  State,  and  thoy  had  before  them  the  Standard 
Oil  Co.,  the  Southern  Pacific  Co.,  and  practically  everybody  they 
could  get  who  knew  anything  about  the  situation  in  California,  and 
they  went  into  the  matter  very,  very  thoroughly.  The  result  of  the 
work  of  this  committee  was  a  report  upon  the  situation  in  California 
^hieh,  as  I  say,  is  entirely  disinterested.  T  would  like  to  quote  from 
their  report.  This  [indicating]  is  the  Report  of  the  Committee  on 
Petroleum,  1017,  California  State  Council  of  Defense.  This  report 
was  issued,  I  think,  in  August,  and  on  page  181  the  report  states: 

The  total  remaining  storage  on  June  1,  1917,  is  reported  to  have  been  sUghtly 
In  excess  of  38,000,000  barrels. 

A  portion  of  tlie  crude  oil  in  storage  can  not  be  utilized  because  it  is  being 
tweil  for  the  operation  of  oil  pipe  lines  or  for  other  reasons.  Of  the  total  stocks 
<m  Jane  1,  1917,  not  in  excess  of  32,000,000  barrels  were  available  for  use.  Of 
thia  amomit  12,000,000  barrels  were  refining  oil  and  would  yield  approximately 
7.000,000  barrels  of  residuum.  On  June  1,  1917,  there  were  available  from 
ffude  oil  stocks  approximately  27,000,000  barrels  for  fuel. 

If  the  present  excess  of  consumption  over  production,  amounting  to  an 
average  of  1,068,000  barrels  per  month,  continues,  the  entire  available  storage 
of  California  crude  oil  will  be  exhausted  by  June  1, 1919. 

If  a  margin  of  safety  of  10,000,000  barrels  of  fuel  oil  is  maintained,  and  if 
the  present  relationship  between  production  and  consumption  continues,  the 
margin  of  safety  for  fuel, oil  will  be  reached  by  September  20,  1918. 

And  again  on  page  184  the  committee  says : 

The  remedy  which  imperatively  presents  itself  in  view  of  the  emergency 
created  by  the  war  is  the  prompt  and  substantial  increase  in  the  production 
«f  California  petroleum. 

While  we  do  not  desire  to  minimize  the  results  which  can  be  accomplished 
and  Bboold  be  accomplished  by  the  further  diminution  of  field  losses,  the 
higher  use  of  petroleum  and  its  products  and  the  substitution  of  other  forms  of 
fnel  or  power,  during  the  war  as  well  as  thereafter,  the  cardinal  fact  remains 
that  the  only  means  which  will  be  effective  In  a  large  way  to  meet  the  present 
CDiergeiicy  la  a  prompt,  substantial  increase  in  production. 


And  again  on  page  188  the  committee  says : 

We  rpftttntn^nfl  thnf  pvprv  rpftiatonflhip  pffort  hp  ms 


We  recommend  that  every  reasonable  effort  be  made  to  increase  the  praluc- 
tion  of  Oalifomla  petroleum  promptly  and  that  to  this  end  additional  drilling 
he  undertaken  as  quickly  as  material  and  labor  are  available,  on  the  lands  on 
which  the  largest  additional  production  can  be  developed  in  the  least  time  and 
with  the  smallest  expenditure  of  material  and  labor. 

On  page  128  the  committee  says : 

Alt  the  data  at  our  command  indicate  that  the  Buena  Vista  Hills  (in  the 
Midway  field)  include  the  best  of  the  proven  territory  in  the  State.  The  wells 
tte  of  moderate  depth,  drilling  is  comparatively  easy,  and  wells  can  be  finished 
in  from  00  to  90  days.  Since  the  gas  pressure  is  still  comparatively  high  in  a 
hirge  part  of  the  field,  there  are  many  fiowing  wells,  whereas  most  wells  In 
other  districts  must  be  pumped. 

'    And  again  on  page  187  the  committee  says : 

We  desire,  further,  to  draw  attention  to  the  fact  that  unless  the  Federal 
Oovemment  can  bring  about  most  radical  changes  in  the  supply  of  drilling 
nuiterial,  the  transportation  of  petroleum  and  the  development  of  the  land,  the 
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increased  production  of  ov«r  80»000  barrels  per  day,  which  in  oor  Judgment  Is 
necessary,  can  not  be  secured  withont  some  additional  drilling  in  Naval  Re- 
serve  No.  2. 

Of  the  total  California  fuel  oil  consumed  54  per  cent  is  consumed 
in  conducting  transportation.  Of  this  amount  75  per  cent  is  con- 
sumed by  the  railroads.  The  Southern  Pacific  Co.  is  the  largest  con- 
sumer of  California  fuel  oil,  and  I  judge  one  of  the  largest  con- 
sumers of  fuel  oil  in  the  United  States,  and  it  is  as  a  consumer  of  fuel 
oil  that  we  appear  before  this  committee  to-day. 

In  developing  the  lands  of  the  Southern  Pacific  Co.  the  policy  of 
the  company  has  always  been,  from  the  beginning,  a  policy  of  con- 
servation. This  matter  of  the  character  of  our  drilling  came  before 
the  District  Court  of  California  in  connection  with  the  Government's 
application  for  a  receiver.  In  denying  this  application,  the  court 
brought  out  very  clearly  the  policy  that  the  company  had  always 
adopted  in  developing  its  land. 

Mr.  Taylor.  Mr.  McLaughlin,  the  Government  did  not  obtain  a 
receiver  in  any  of  those  cases? 

Mr.  McLaughlin.  No,  sir;  it  was  denied.  Now,  quoting  from  the 
opinion  of  the  court 

Mr.  Lenroot  (interposing).     What  case  is  that? 

Mr.  McLaughlin.  No.  46  Civil,  Unitedi  States  of  America,  plain- 
tiff, V.  Southern  Pacific  Co.  et  al.,  defendants. 

Mr.  Lenroot.  You  intend  to  put  that  entire  decision  in  the  record? 

Mr.  McLaughlin.  I  would  just  as  soon  do  that. 

Mr.  Lenroot..  I  would  be  very  glad  if  you  will. 

Mr.  McLaughlin.  I  will  just  read  this  quotation  and  then  put  in 
the  whole  decision. 

The  court  says  on  page  8390  of  the  transcript : 

Now,  it  must  be  true  that,  a  given  resei'voir  underneath  the  surface  of  the 
ground  being  assumed,  that  reservoir  will  he  depleted  and  the  oil  content  in  It 
will  be  depleted  if  wells  are  sunk  into  the  reservoir  and  a  continued  draught 
upon  the  oil  therein  is  made,  irrespective  of  the  place  or  location  of  other  wells. 
In  other  words,  the  oil  in  the  lands  of  the  defendants  will  be  depleted  by  the 
wells  which  are  sunk  and  are  being  sunk  and  are  to  be  sunk  in  the  future  upon 
adjoining  lands.  And,  as  I  endeavored  to  indicate  at  the  hearing  last  March, 
in  so  far  as  the  defendant  concerns  itself  with  the  drilling  of  wells  which  are 
intended  and  which  in  all  reasonable  probability  will  have  no  other  effect  than 
to  conserve  and  save  and  retain  for  itself  its  proportion  of  oil  in  the  general 
oil  reservoir  lying  beneath  the  surface  of  the  ground — and  Into  which  none  of 
us  either  by  means  of  intelligent  conjecture  or  otherwise  can  take  a  look — if 
the  defendant  does  nothing  else  than  that,  it  is  doing  only  that  which  the 
United  States  Government  itself  would  have  to  do  if  it  takes  these  properties 
now  held  by  the  defendant  into  its  own  possession  because  of  the  decree  of  this 
court  awarding  them  to  it. 

For  that  reason,  I  have  nit  her  felt  that,  looking  at  it  from  the  broad  equitable 
side,  there  was  no  reason  for  the  interposition  by  this  court  along  the  lines  sug- 
gested by  the  motion  and  by  argument  of  counsel  for  the  Government,  and  that 
was  the  reason  why  I  was  not  in  anywise  apiKiUed  or  movcil  by  the  argument 
that  to  permit  the  defendant  to  extract  the  oil  is  in  effect  to  remit  the  plaintiff 
to  an  action  for  damages.  Of  course,  if  tliat  were  true  in  is  entirety,  it  would 
cause  the  court  to  tsike  some  action  that  would  be  protective  of  the  equitable 
rights  and  the  substantial  rights  of  the  plaintllT  in  this  controversy.  If,  for 
instance,  there  were  means  whereby  the  oil — which,  we  will  say,  probably  or 
presumably  at  this  stage  of  the  case  belongs  to  the  Government  because  of  It.s^ 
ownership  of  the  land — couhl  be  preserveil  to  the  (}overnment,  the  court,  without 
doubt,  would  follow  that  course,  because  it  ought  to  be  the  aim,  as  it  is  the  dut>'. 
of  this  court  at  all  times  to  protect  property  so  that  when  a  Judgment  Is  renderetl 
in  favor  of  a  party  he  will  not  be  depriveil  of  the  fruits  of  the  Judgment  because 
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the  property  itself  has  been  dissipated  during  the  progress  of  the  litigation. 
But  that  can  not  be  done  because  of  the  considerations  that  have  been  named. 
The  Government  could  not  itself,  If  It  had  the  property,  prot<*'  t  the  oil  except 
by  doing  the  very  things  the  defendant  is  doing;  and  as  long  an  the  defendant 
Is  doing  it  in  a  way  which  would  probably  be  along  the  same  lines  as  the  Gov- 
ernment itself  would  pursue,  the  court  Is  not  going  to  require  the  defendant  to 
cease  the  doing  of  that,  because  so  to  do  would  not  be  to  the  advantage  of  the 
Government  in  any  substantial  degree  whatsoever. 

(The  decision  is  as  follows:) 

In  the  Distkict  Court  of  the  United  States  you  the  Southern  District  of 

California. 

northern  division,  ninth  circuit. 

Hon.  Benjamin  P.  Bij:dsob,  judge,  presiding. 

The  United  States  of  America,  plaintiff,  i?.  Southern  Pacific  Co.  et  al.,  defendants. 

No.  46,  civil. 

TESTIMONY  AND  DECISION  OF  THE  COURT  IN   MOTION  FOR  INJUNCTION  AND  RFXHEIVER. 

fNov.  9-10.  1916.1 

The  CoiTBT.  I  have  listened  very  carefully  to  the  arguments  of  counsel  In  the 
case,  and  I  have  read  the  affidavits  which  have  been  filed  here.  And,  by  the 
way,  I  want  to  compliment  Mr.  Wolf  upon  the  care  and  the  Intelligent  effort 
that  has  l)een  applied  by  him  to  the  preparation  of  this  report.  I  think  he  has 
^lisplayed  very  commendable  assiduity  and  intelligence  in  presenting  to  this 
court  the  matters  of  fact  gathered  by  him  from  all  these  various  sources,  and 
in  such  a  way  that  It  is  easily  ascertainable,  so  to  speak.  What  I  said  with 
reference  to  matters  in  the  affidavits  that  were  not  Involved  in  this  litigation 
did  no  apply  particularly  to  his  nflldavit.  but  to  all  of  them,  that  there  were  a 
pood  many  things  referred  to  in  the  papers  that  were  not  germane  to  the  con- 
troversy, and  I  stated  that  without  any  desire  to  Indulge  In  any  offensive  carp- 
ing criticism  or  caviling  of  any  sort,  but  merely  that  other  matters  have  been 
introduced  than  the  essential  matters,  and  I  hope  nobody's  feelings  have  been 
hurt  by  the  suggestion. 

Now,  in  the  forefront  of  any  consideration  of  this  matter,  as  It  appeals  to 
the  court,  we  are  met  by  the  fact  that  this  Is  a  public  utility  which  Is  operating 
this  property,  and  by  the  fact  as  api)enrs  from  the  pai>ers  on  file,  and  probably 
the  court  would  take  judicial  knowledge  of  it  If  It  did  not  so  appear  that  with 
^e  possible  exception  of  a  negligible  quantity  all  of  the  oil  which  Is  obtained 
"om  the  properties  in  dispute  is  used  by  this  public  utility  In  the  i)erform- 
ance  of  the  duty  and  obligation  that  It  owes  to  the  public.  The  President 
of  the  United  States  a  short  time  ago  conceived  that  he  should  go  to  rather 
extreme  lengths  to  prevent  a  railroad  strike  in  this  country  because  of  the 
detriment  and  damage  that  would  be  wrought  to  the  citizens  of  the  United 
states  by  n  stoppage  of  its  means  of  transportation.  With  that  action  on  the 
part  of  the  President  I  was  In  thorough  and  complete  harmony,  under  the 
circumstances  that  developed.  This  Illustrates  somewhat  a  similar  situation  on 
a  smaller  scale  which  we  have  to  deal  with  here.  The  similarity  of  the  situation 
^Ppeals  to  me.  The  defendant  company  Is  a  public  utility.  It  owes  a  duty  to 
th<^  public,  and  the  public  has  a  right  to  exact  from  It  the  performance  of 
that  duty.  This  court.  In  Its  cr>nsideratlon  of  the  equitable  rights  of  the  parties, 
ought  to  keep  In  mind  the  fact  that  this  duty  which  Is  owing  by  the  defendant 
to  the  public  is  in  a  certain  sense  an  enforceable  one,  and  «n  obligntlon  of 
P^nie  imiwrtance,  and  that  this  court  ought  not  to  do  that  thing — ^unless  it 
^omes  necessary  in  the  protection  of  rights — whith  will  at  nil  impair  or  act 
'is  a  preventative  to  the  defendant  In  the  perforinnnce  of  the  duties  and  obliga- 
tions It  owes  to  the  general  public,  to  wit :  The  continued  operation  of  its 
jn.stnimentalities  In  aid  of  the  public,  as  a  utility  and  a  public-service  corpora- 
tion. Thig  jg  not  tiie  controlling  fact  here,  but  It  Is  a  very  pei*suaslve  fact.  It 
n^arks  the  difference,  so  far  as  it  affects  the  Southern  Pacific  Railroad  Co.,  as 
t>et\veen  that  company  and  Mr.  Sweeney's  clients  who  are  engaged  in  nothing 
^'^'cept  the  increasing  of  their  own  wealth.  In'  other  words,  they  are  engaged  in 
an  honorable  attempt  to  advance  their  won  i)ecuniary  Interests. 
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Then  there  Is  nnotlier  fact  of  ratlier  general  concern  which  I  think  the  court 
slioiiUI  take  into  consi<leration  at  this  time,  and  that  is  the  fact,  as  we  all  know, 
tliat  iirulei-  tlie  law  tlieiv  is  no  departure  from  or  questioning  of  the  rule,  s-.* 
far  as  I  am  a^lvisod — tlie  owner  of  the  soil  is  the  owner  of  all  the  oil  he  can  pet 
out  of  that  poil.  Ho  sinks  his  wells  upon  his  own  lands,  but  whatsoever  lauds 
may  be  dralneil  tJH»rob.v  and  from  whatsoever  source  the  oil  may  come.  It  never- 
theless belongs  to  the  man  who  brinj^s  It  to  the  surface.  The  result  may  ezisilj 
be  that  thoujfh  he  may  sink  a  well  upon  his  own  lands,  he  may,  because  of 
conditions  under  the  ground,  either  of  normal  character  or  otherwise,  drain 
to  a  considerable  extent  the  land  of  his  neighbor  and  take  what  is  in  truth  and 
in  fact,  if  the  truth  and  fact  could  be  ascertained,  the  property  of  his  nelfchbor. 
But  he  takes  that  which  under  the  conditions  of  practical  necessity  we  have 
adjudged  to  be  his  merely  because  he  has  been  the  means  of  bringing  It  to  the 
surface.  That  being  so.  with  respect  to  two  adjoining  parcels,  if  the  owner  of 
one  parcel  sinks  a  well  on  his  land,  the  owner  of  the  adjoining  parcel  must.j 
perforce,  sink  a  well  to  protect  himself  on  his  own  property  in  order  that  his  own| 
property  may  not  be  drnine<l  by  his  neighbor.  It  was  in  that  large  sense  tha^ 
I  use<l  the  phrase  "  tlefensive  wells."  If  the  defendant  in  this  case,  or  its  sub^ 
sldiary  agencies,  should  stand  idly  by  and  permit  its  adjoining  neighbors  to 
drill  wells  to  their  own  satisfaction,  as  they  have  a  right  to  do  and  in  whichl 
they  could  not  be  Interfered  with  by  this  court  in  this  proceeding,  and  attempt! 
In  no  wise  to  protect  itself,  the  result  would  be  that  the  lands  subject  to  this 
litigation  would  be  depleted  of  the  only  thing  that  would  serve  to  give  them 
their  value,  to  wit.  their  oil  content.  Now,  that  would  harm  the  plaintiff  a< 
much  as  it  would  harm  the  defendant,  regardless  of  who  will  be  the  successful 
litigant  in  this  controversy.  Any  oil  that  «mies  from  the  land  of  either  one  of 
the  parties  into  the  lands  of  an  adjoining  claimant  or  posst*ssor  and  thus  be- 
comes his  proj^erty  because  it  was  conveyed  by  him  to  the  surface  is  lost  by 
these  parti(»s,  and  there  can  be  no  rw^overy  by  way  of  damages  or  otherwise  for 
such  oil  so  obtained. 

The  only  measure  of  defen«?e  that  is  open  either  to  the  plalntiflf  or  to  the  de- 
fendant is  by  means  of  wells  sunk  upon  properties  belonging  to  the  plaintiff  or 
to  the  defen<lant.  and  which  are  being  drained  by  the  neighbor,  so  that  there 
nniy  be  a  preventi(vn  of  Its  being  <lralned  by  wells  locatetl  upon  such  adjoinin.i: 
parcels.  Tnless  the  CJovernment  of  the  Unltwl  States  .should  adopt  and  follow 
out  in  .some  rather  wholesale  degree  a  policy  of  taking  over  lands  now  in  private 
ownership  through  some  proceeding  In  eminent  domain,  if  it  shall  be  suctHissful 
in  these  suits,  it  will  be  comrielled  Itself  to  adopt  precisely  the  same  policy  that 
is  now  being  followed  by  this  defendant.  In  spite  of  Its  desire  to  con.serve  the  oil 
within  the  soil.  It  will  be  compelled,  purely  as  a  defensive  measure,  to  sink 
wells  upon  Its  own  gi'ound  In  order  to  retain  unto  itself  the  oil  that  is  lo<*{ite(l 
within  its  own  btmndaries  and  which  It  will  be  entitled  to  get,  but  to  which  it 
wlM  not  be  entlth»d  if  It  j>erniHs  an  adjoining  owner  to  get  It. 

Now,  It  must  be  true  that,  a  given  reservoir  underneath  the  surface  of  the 
ground  beift,'  assnuKMl.  tint  reservoir  will  be  depletetl  and  the  oil  content  In  It 
will  be  depleted  if  wells  are  sunk  Into  the  re.^^ervolr  and  a  continue<l  draft 
upon  the  oil  therein  Is  made.  lrresp<x'tive  of  the  place  or  hwatlon  of  other  well's. 
In  other  words,  the  oil  in  the  lands  of  tlu»  defendants  will  be  depletwi  by  the 
wells  which  aro  sunk  a?^d  are  being  suidx  and  are  to  be  sunk  in  the  future  upon 
adjoining  lands.  .Vnd,  as  I  endeavored  to  Indicate  at  the  hearing  last  Marcli. 
In  so  far  as  the  defendant  cimcei-ns  Itself  with  the  drilling  of  wells  which  arf 
Intended  and  which  in  all  reasonable  probability  will  have  no  other  effect  than 
to  conserve*  and  save  and  retain  for  itself  Its  proportion  of  oil  in  the  general 
oil  res(MV(^lr  lying  beneath  the  surface  of  the  ground — and  into  whicli  none  of 
us.  either  by  means  of  Intellig(Mit  conje^-ture  or  otherwise  can  take  a  look— if 
the  defendant  does  nothing  else  than  that.  It  Is  doing  only  that  which  the  United 
Stat(»s  (lovernnjent  Itself  would  havt^  to  do  If  it  takes  th<»se  properties  now  held 
by  the  defendant  Into  Its-  (»wn  i)ossession  becau.^e  of  the  decree  of  this  court 
awarding  them  to  It.  For  that  reason  I  have  rather  felt  that,  looking  at  it  from 
the  broad,  equitable  side,  there  was  no  reason  for  the  inter|>osltlon  by  this 
court  along  the  lines  suggested  by  the  motion  and  by  argument  of  counsel  for  the 
Govermnent.  and  that  was  the  reason  why  I  was  not  in  anywise  appalled  or 
move<l  l)y  the  argument  that  to  perndt  the  defendant  to  extract  the  oil  Is,  In 
effe<rt.  to  remit  the  plaintiff  to  an  action  for  damages.  Of  course,  if  that  were 
true  in  its  entirety  it  would  cause  the  court  to  take  some  action  that  woidd  be 
protective  of  the  equitable  rights  and  the  substantial  rights  of  the  plaintiff  In 
this  controversy. 


OIL  LEASma  LANDS.  301 

If,  for  instance,  tliere  were  means  whereby  the  oil,  which,  we  will  sii3%  prob- 
ably or  presumably'  at  this  stage  of  the  case  beloni^s  to  the  Government  because 
of  its  ownership  of  the  land,  could  be  preserved  lo  the  Government,  the  court, 
without  doubt,  would  follow  that  course,  because  it  ought  to  be  the  aim,  as  it 
is  the  duty,  of  this  court  at  all  times  to  protect  prc'perty,  so  that  when  a  Judg- 
ment is  rendered  in  favor  of  a  party  lie  will  not  be  deprived  of  the  fruits  of  the 
Judgment  because  the  property  itself  has  been  dissipated  during  the  progress  of 
tlie  litigation.  But  that  can  not  be  dcme  because  of  the  considerations  that 
have  been  named.  The  Government  could  not  itself,  if  it  had  the  property, 
protect  the  oil  except  by  doing  the  very  things  the  defendant  is  doing.;  and  aa 
loiig  as  the  defendant  is  doing  it  in  a  way  which  would  probably  be  along  the 
same  lines  as  the  Government  itself  would  pursue,  the  court  is  not  going  to 
require  the  defendant  to  ceagse  the  doing  of  that,  because  so  to  do  would  not  be 
to  the  advantage  of  the  Government  in  any  substantial  degree  whatsoever. 

Now,  getting  down  to  the  specific  consideration  of  the  precise  plan  to  be 
followed,  I  can  see  right  now  that  it  is  impo^ble  for  tliis  court  to  lay  down  in 
advance  any  general  rule  of  conduct  to  be  followed  by  this  defendant  or  its 
subsidiaries  with  respect  to  the  drilling  of  these  defensive  wells.  Each  problem 
has  to  be  determined  by  itself.  The  court  caoe  not  say  at  this  time  by  any  gen- 
eral declaration  on  its  part  whether  or  not  a  well  should  be  sunk  as  a  first-line, 
well  or  a  second-line  well  or  class  1  well  or  class  2  well,  because  the  considera- 
tions which  will  have  to  be  taken  into  account  as  each  problem  arises  are  such 
in  my  judgment,  as  to  negative,  if  not  to  render  entirely  Impracticable,  any 
general  rule  upon  the  subject  which  might  be  laid  down  by  the  court  . 

If  I  shoulcl  lay  down  a  rale  upon  the  subject,  I  would  expect  it  to  be  followed, 
and  I  have  no  doubt  these  gentlemen  would  follow  it  as  long  as  it  possessed 
legal  validity.     But  as  I  view  the  evidence,  and  as  I  try  to  exercise  a  little 
4-<>[Dmon  sense,  it  is  apparent  to  me  that  these  cases  can  not  all  be  determined  in 
advance,  and  there  can  be  no.  rule  of  conduct  applied  to  the  determination  of 
the  question  as  to  where  a  particular  well  can  be  located  or  when  it  shall  be 
<lriUed  or  what  the  draft  of  that  particular  well  Is  going  to  be,  what  the  zone 
or  sphere  of  its^  influence,  so  to  speak,  if  I  may  use  that  phrase,  is  going  to  be 
from  what  particular  wells  it  is  going  to  draw  oil,  and  whether  or  not  at  a 
given  location  it  will  act  as  an  offset  to  another  well  or  not.    I  imagine  that 
aome  of  these  gentlemen  can  indulge  in  more  refined  conjectures  than  the  court 
feels  itself  competent  to  indulge  in,  having  very  much  more  information  than  I 
have.    We  have  to  assume  that  the  well  will  draw  equally  in  all  directions 
when  it  is  first  drilled  into  the  oil  sands.    The  extent  to  which  it  will  draw  is 
apparently  a  probl«natical  matter,  and  it  looks  reasonable  to  suppose  that 
defined  channels  through  which  and  along  which  oil  is  conveyed  to  the  well 
having  been  established  that  there  will  be  some  considerable  difiiculty  in  estab- 
lishing new  channels  to  another  well  which  would  interfere  with  these  channels 
already  established  for  the  first  well.    In  other  words,  it  seems  reasonable  that 
the  man  who  gets  the  first  well  down  really  has  the  better  chance  with  a  given 
piece  of  territory,  because  there  can  be  no  doubt,  or  rather  it  looks  reasonable, 
that  the  oil  moves  to  the  well  along  certain  well-defined  channels,  which  grow 
in  definiteness,  and  probably  grow  in  capacity  and  most  assuredly  grow  in 
length,  as  the  well  grows  In  age  and  the  draft  from  the  oil  sand  increases. 
Now,  if  that  be  true,  the  efforts  of  the  defendant  In  protecting  itself  against  an 
ondae  and  unnecessary  depletion  of  its  own  oil  will  be  directed  to  the  exigencies 
of  the  particular  case  that  may  be  presented  to  it,  and  I  am  free  to  confess 
from  the  information  presented  to  the  court  that  It  is  not  such  a  matter  as  can 
be  covered  by  any  general  rule  that  this  court  can  lay  down. 

I  am  taking  the  statements  of  these  gentlemen  at  a  hundred  cents  on  the 
dollar  that,  pending  a  determination  of  this  case,  they  expect  only  to  drill 
defensive  wells.  I  am  assuming  from  the  instructions  that  have  been  given, 
which  it  seems  reasonable  at  this  time  to  believe  will  be  followed ;  that  there 
will  be  no  departure  from  this  policy  of  sinking  none  but  defensive  wells  unless 
^nditions  should  Justify  some  other  policy,  and  that  before  such  other  policy 
l«  put  in  operation  this  court  will  be  advised  of  that  fact ;  and  if  that  other 
Policj'  does  not  meet  with  the  approval  of  this  court,  the  court  will  be  prompt 
to  Kee  it  and  take  such  action  as  to  protect  the  proper  rights  of  all  parties  to 
the  litigation. 

I  am  not  particularly  impressed  with  the  suggestion  of  counsel  for  the 
Government  that  some  sort  of  a  supervisory  commissioner  or  receiver  or  some- 
ihlnjr  of  that  sort  should  be  appointed  for  this  purpose.  The  general  equities 
^f  the  ease,  as  I  have  endeavored  to  announce  them,  being  with  the  defendant, 
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the  court  ou^ht  not  to  even  Jmplleclly  nssuine  that  the  defendant  has  committed 
or  is  about  to  commit  a  wrong  in  the  sinking  of  wells  which  is  Inequitable 
and  unjust  in  so  far  as  the  rights  of  plaintiff  are  concerned,  unless  there  has 
been  proof  of  that  intention  on  the  part  of  the  defendant  As  I  have  had 
occasion  in  this  litigation  to  suggest  before,  the  appointment  of  a  receiver  or 
the  issuance  of  an  injunction  carries  with  it,  by  implicaton  If  not  expressly, 
a  deternmotlon  on  the  part  of  the  court  that  the  defendant  has  done  or  is  al>out 
to  do  something  which  is  unjust,  unlawful,  and  inequitable,  and  which  war- 
rants in  a  more  or  less  effective  way  the  laying  on  of  the  restraining  hand  of 
the  court  by  saying  what  shall  be  done,  or  by  the  appointment  of  an  officer 
who  shall  say  what  shall  be  done.  It  is  apparent  from  the  evidence  adduced 
here  that  in  the  matter  of  the  drilling  of  these  defensive  wells  both  expedi- 
tion and  celerity  are  necessary.  The  fewer  impediments  that  may  be  placed  in 
the  way  of  the  defendant  in  the  performance  of  its  duty  toward  the  property 
and  toward  the  Government,  the  better  that  duty  will  be  performed. 

I  can  conceive  of  no  good  reason  why  an  officer  of  the  court  should  be  ap- 
pointed to  whom  shall  be  submitted  the  propriety  of  drilling  the  well  ^nrhlch 
is  intended  merely  for  defensive  purposes.    It  would  merely  take  additional  time 
and  require  the  consideration  of  an  additional  individual  with  the  result  prob- 
ably not  infrequently  that  his  action  would  not  be  concurred  in,  and  an  appli- 
cation would  be  made  the  court,  and  the  result  would  be  that  the  court  would 
be  bothered  from  time  to  time  with  the  consideration  of  and  acting  upon  these 
applications,  and  that  the  very  thing  we  are  trying  to  avoid  would  inevitably 
result — that  is,  that  another  fellow  would  get  all  the  oil.    This  is  a  practical 
would,  and  we  have  to  deal  with  these  matters  in  a  practical  fashion.    I  am 
going  to  assume  that  the  defendants  mean  what  they  say;  they  are  going  to 
drill  nothing  but  defensive  wells.    I  am  going  to  assume,  because  that  seems 
to  be  the  situation,  that  they  are  dealing  with  this  property  at  the  present  time 
in  such  a  way  that  will  conserve  the  oil  that  is  in  it.    There  has  been  no  dis- 
position evidenced  so  far  to  prevent  any  inspection  by  the  Government,  or 
investigation  by  the  Government,  of  supposed  action  on  the  part  of  the  defend- 
ants.    It  is  easy  enough  before  a  well  is  drilled  for  the  Government  to  see 
that  plans  and  preparations  are  being  indulged  in  to  drill  a  well  and  without 
any  date  after  a  well  has  been  commenced  application  should  be  made  to  this 
court  for  an  injunction  to  prevent  its  being  drilled  into  the  oil  sands  if  it  w^ere 
such  a  well  as  would  not  fall  in  the  category  of  wells  which  the  court  con- 
siders permissible  to  drill  under  the  circumstance  here.     It  would  seem  to 
roe  that  the  rights  of  the  Government  could  be  protected  In  every  substantial 
form  in  that  respect.    The  court  is  always  willing  to  listen  to  any  application 
which  can  be  made  in  this  or  any  other  litigation  to  protect  the  rights  of  all 
rending  the  determimition  of  the  ultimate  issues  in  the  case.     And  if  the 
defendant  should  apparently  embork  on  a  venture  which  is  counter  to  its 
stjited  policy  in  this  court,  it  is  the  duty  of  the  Government  to  at  once  advise 
the  court  and  the  court  will  take  such  action  as  would  seem  to  be  proper. 
Under  that  state  of  facts  I  feel  that  this  motion  should  properly  be  denied 
without  prejudice,  as  indicated  heretofore,  to  its  renewal  if  the  circumstances 
develop  or  as  they  may  develop  in  the  near  future  should  warrant,  and  It  will 
be  so  ordered. 

(The  court  thereupon  adjourns.) 

Mr.  Lenroot.  Is  that  the  point  upon  which  denial  of  a  receiver 
was  based  in  all  the  Southern  Pacific  cases? 

Mr.  McLaughlin.  Yes,  sir;  I  think  that  was  the  salient  point  of 
the  decision. 

Mr.  Lenroot.  The  court  did  not  in  any  way  pass  upon  the  merits 
or  the  probability 

Mr.  McLaughlin  (interposing).  No,  sir;  absolutely  not.  Later 
on  we  made  application  to  the  court  and  I  intend  to  go  into  that  a 
little  later,  although  I  might  explain  now  that  after  this  application 
for  a  receiver  and  its  denial  by  the  court,  there  was  a  gentleman's 
agreement  made  by  the  Southern  Pacific  Co.  with  the  court  to  con- 
tinue its  policy  of  drilling  these  so-called  defensive  wells;  that  is  to 
say,  simply  to  continue  a  policy  of  conservation.  Later  on  the  situa- 
tion became  so  serious  in  California,  and  it  was  so  very  apparent  that 
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production  should  be  increased,  that  the  Southern  Pacific  went  before 
the  court  and  requested  that  it  be  allowed  to  do  intensive  drilling  in 
certain  areas  where  it  was  considered  by  the  operating  officials  of  the 
company  that  a  sufficient  amount  of  production  could  be  had  with 
the  materials  at  our  disposal  and  the  time  in  which  we  had  to  do  it. 
This  matter  was  considered  at  length  by  the  court.  Evidence  was 
taken  both  pro  and  con,  and  the  court  decided  that  in  view  of  the 
policy  of  the  Government  in  creating  this  Naval  Reserve — and,  by 
the  way,  I  might  say  that  we  considered  that  the  only  place  that 
could  meet  this  required  production  was  within  Naval  Reserve  No. 
2 — the  court  decided  that  he  would  not  allow  us  to  do  that  intensive 
drilling  at  that  time,  and  so  our  application  was  denied.  Now,  this 
gentlemen's  agreement  has  been  the  reason,  or  has  been  the  cause, 
of  the  Southern  Pacific  being  unable  to  increase  its  production  more 
than  to  this  amount  of  800,000  barrels  per  month  that  we  are  now 
producing. 

Mr.  Taylor.  How  long  ago  was  that  application  you  made  denied  f 

Mr.  McLaughlin*  That  was  in  November.  Do  you  mean  the  last 
<«ie? 

Mr.  Tatuor.  Yes,  sir. 

Mr.  McLaughlin.  That  was  in  April,  on  the  application  for  in- 
tensive drilling.    That  was  in  April,  1917. 

Mr.  Tatlob.  Do  vou  contemplate  renewing  that  application  in 
view  of  the  increased  demand  and  the  increasing  shortage? 

Mr.  McLaughlin.  The  court  said  at  that  time  that,  in  view  of  the 
Government's  policy,  it  was  up  to  the  Southern  Pacific  Co.  to  go  out 
and  buy  oil. 

Mr.  Tatlob.  Buy  it  rather  than  to  drill  it  out  of  your  own  ground  ? 

Mr.  McLaughlin.  That  is  what  the  court  said;  that  it  was  not 
satisfied  that  we  had  made  every  possible  effort  to  buy  oil.  Of  course, 
we  thought  that  we  had  made  every  effort  we  knew  how  to  make,  but, 
as  a  matter  of  fact 

Mr.  Tatlob  (interposing) .  Why  did  the  court  say  that  you  ought 
to  go  and  buy  oil  rather  than  drill  oil  wells  on  your  own  land  ? 

Mr.  McLaughlin.  The  land  was  in  controversy. 

Mr.  Tatlob.  You  had  patents? 

Mr.  McLaughlin.  I  do  not  know  what  the  court  had  in  mind. 

Mr.  Raker.  During  this  same  time,  when  you  made  application,  or 
^hen  the  last  one  was  denied,  were  wells  beinff  operated  on  those 
lands  that  were  in  contest  by  other  parties?  Are  the  wells  there 
being  operated  ? 

Mr.  McI^ughlin.  Yes,  sir.  Those  wells  are  being  operated.  Do 
you  mean  on  the  even  sections? 

Mr.  Rakeb.  Yes,  sir. 

Mr.  McLaughlin.  Yes,  sir;  practically  all  of  them  are  being  op- 
erated, or  practically  all  that  are  any  good. 

Mr.  Rakeb.  Particularly  on  those  tracts  that  are  in  private  owner- 
ship, over  which  there  is  no  contest  ? 

Mr.  McLaughlin.  Those  two  section,  36  and  16,  are  patented 
lands 

Mr.  Raker  (interposing).  Section  36,  which  is  in  the  center  of  the 
Ji^ap,  from  the  statement  made  to  me,  will  sap  a  great  part  of  the 
field. 
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Mr.  McLaughlin.  We  know  that  they  are  sapping  our  sectiona 
1  and  35  very  fast  right  now.  Our  sections  1  and  35  are  next  to  B6. 
Of  course,  section  36  is  comparatively  undeveloped.  I  do  not  knovr 
what  is  in  the  next  section. 

Mr.  Saker.  That  would  be  the  same  thing  with  reference  to  sec- 
tion 10  in  32-24? 

Mr.  McLaughlin.  Yes,  sir;  section  10  is  being  drained. 

Mr.  Rakkr.  And  section  16  ? 

Mr.  McLaughlin.  Those  three  sections — 9,  15,  and  17,  all  pat- 
ented— are  being  drained. 

Mr.  Haker.  It  is  the  same  way  with  section  36  in  21-32} 

Mr.  McLaughlin.  Yes,  sir.  Of  course,  that  matter  of  drainage  is 
largely  a  matter  of  theory.  There  is  one  point  I  would  like  to  bring 
out,  and  that  is,  as  every  operating  oil  man  knows,  the  matter  of  the 
actual  drainage  of  oil  out  of  an  area  of  this  character  is  not  the  most 
important  factor.  The  important  factor  is  the  reduction  of  the  ^as 
pressure  within  an  area.  We  do  not  know  how  far  oil  will  dram, 
naturally,  but  we  do  know  that  if  you  take  an  area  of  high  gas  pres- 
sure and  tap  it  at  any  given  point,  or  worse  yet,  at  330  places,  as 
this  area  has  been  tappea,  that  gas  pressure  is  inevitably  gomg  to  de- 
cline, and,  inevitably,  the  initial  production  of  those  wells  will  be 
less  and  less.  It  has  been  shown  very  definitely,  especially  by  the 
investigations  of  Mr.  Requa^  who  had  charge  of  the  valuation  com- 
mittee of  the  independent  oil  operators  of  California,  that  the  total 
production  of  an  oil  well,  is  a  function  of  or  is  directly  proportional 
to  its  initial  production. 

That  means  that  if  your  initial  production  is  decreased,  your  total 
production  is  proportionately  decreased.  That  means,  in  an  area  of 
this  sort,  that  after  the  gas  pressure  is  taken  off,  or  after  the  head  is 
taken  off,  there  is  an  enormous  amount  of  oil  within  that  area  that 
will  never  be  recovered,  either  by  the  Government  or  anybody  else. 
The  reason  for  that  is,  not  only  because,  as  I  say,  that  the  total  pro- 
duction of  oil  is  proportionate  to  the  initial  production,  but  it  ia  also 
due  to  the  fact  that  as  the  gas  pressure  goes  down  the  water,  which 
is  the  greatest  enemy  the  oil  man  has,  comes  into  the  field,  and  the 
natural  tendency  of  water  is  to  go  to  areas  of  low  pressure.  The 
scientific  reason  for  that  is  that  there  is  a  very  wide  difference  be- 
tween the  surface  tension  of  oil  and  the  surface  tension  of  water. 
The  surface  tension  of  water  is  very  much  greater  than  that  of  oil, 
and  the  result  of  that  is  that  the  water  is  able  to  shoulder  the  oil 
aside  and  go  to  the  place  where  it  wants  to  go,  and  that  is  the  low- 
pressure  place.  That  is  the  place  where  the  holes  have  been  drilled, 
and  the  result  is  that  this  oil  well,  instead  of  being  an  oil  well,  is  a 
water  well.  An  enormous  area  of  oil  land  here  in  this  field  would 
become  such  that  where  you  puncture  it  with  a  hole,  you  would  have 
an  area  of  water,  and  the  result  is  great  loss. 

Mr.  Taylor.  That  is  the  reason  I  asked  you,  entirely  regardless  of 
the  ultimate  determination  of  the  title,  why  should  the  court  decline 
to  allow  you  to  drill  additional  wells,  or,  where  you  already  have 
wells,  allow  you  to  go  ahead  and  pump  those  that  you  have,  rather 
than  compel  you  to  buy  oil  from  some  other  source  for  your  own 
immediate  and  necessary  use  every  day? 

Mr.  McLaughlin.  On  that  matter,  the  court  said  that  it  did  not 
want  to  decide  that  case  at  this  time,  by  implication  or  otherwise — 
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mnd  I  think  those  were  his  words — ^that  is,  he  said  that  he  did  not 
want  to  do  anything  that  would  embarrass  him  in  considering  this 
cuae,  and  he  said  that  to  decide  this  matter  would  embarrass  him  very 
j^rioosly;  although  he  did  say  that  he  would  allow  the  Southern 
Pacific  Co.  to  go  upon  those  lands  and  drill  wells  down  to  what  is 
called  the  water  shut-off,  or  down  below  the  water  formation,  but  we 
were  not  to  drill  these  wells  into  the  oil  sand. 

Mr.  Raker.  Those  patented  lands,  36  in  31-32,  were  patented  as 
lieu  selections,  were  they  not?    Were  they  not  obtained  in  that  way  I 
Mr.  McLaughlin.  I  think  they  are  lieu  lands. 
Mr.  Raker.  All  of  those  privately  owned  or  patented  lands  are 
practically  under  one  control,  are  they  not  ? 

Mr.  McLaughlin.  No,  sir.  That  section  36,  of  course,  belongs  to 
the  Standard  Oil  Co.  of  California.  Section  16  is  owned  by  the  Stand- 
ard Oil  Co.,  as  I  remember  it,  or  the  west  half  of  section  16.  I  have 
»  map  here  that  shows  the  present  owners  of  all  those  lands.  And  if 
the  committee  pleases,  I  will  be  glad  to  furnish  this  map  for  the  rec- 
ord. It  shows  the  ownership  of  all  the  wells  up  to  about  a  month  ago. 
The  Chairman.  I  wish  you  would  leave  it  here  for  the  use  of  the 
committee. 

Mr.  McLaughlin.  The  west  half  of  section  16  belongs  to  the 
Standard  Oil  Co.,  and  the  balance  of  the  section,  or  the  east  lialf ,  is  in 
divided  ownership.  It  is  owned  by  the  St.  Helens  Petroleum  Co.,  the 
Southern  California  Gas  Co.,  the  Pacific  Midway  Oil  Co.,  and  the 
Petroleum  Midway  Co.  (Ltd.). 
Mr.  Raker.  And  26  of  31-24. 

Mr.  McLaughlin.  The  southwest  quarter  of  section  26  is  shown 
here.  The  north  half  of  it  belongs  to  the  Standard  Oil  Co.  and  the 
south  half  belongs  to  Associated  Oil. 

Mr.  Raker.  Section  16  has  only  one  well  right  in  the  center.    Is 
that  also  Standard  Oil  property? 
Mr.  McLaughlin.  That  is  in  31-23  ? 
Mr.  Raker.  Yes. 

Mr.  McLaughlin.  Yes;  that  belongs  to  Standard  Oil,  except  the 
southwest  quarter  which  belongs  to  C.  L.  Hovey  et  al.,  and  there  is 
an  80-acre  tract,  being  the  southeast  of  the  southeast  quarter,  which 
belongs  to  Peterson  et  al. 

Mr.  Raker.  Practically  all  of  the  patented  land  belongs  to  the 
Standard  Oil  Co.? 
Mr.  McLaughlin.  Yes,  sir;  practically  so. 

Mr.  Raker.  And  the  retarding  of  the  development  and  the  tying 
up  of  the  rest  of  the  oil  and  the  preventing  of  development,  from 
your  statement,  gives  the  Standard  Oil  C/O.  a  good  fair  field  in  which 
to  operate  to  its  own  satisfaction  as  against  the  interest  of  the  Gov- 
ernment as  well  as  against  the  interest  of  other  individuals? 

Mr.  McLaughlin.  In  so  far  as  the  unpatented  lands  are  concerned, 
that  is  true.  Our  lands  have  not  been  tied  up  and  we  have  always 
done  our  defensive  drilling. 
Mr.  Raker.  But  since  this  litigation  you  have  ceased  that? 
Mr.  McLaughlin.  Of  course,  prior  to  the  litigation  it  was  our 
policy  to  conserve  the  oil,  and  that  was  the  well-settled  policy  of  the 
company  subsequent  to  the  litigation^  but  if  it  were  not  for  the  litiga- 
tion we  were  going  to  do  something  in  the  way  of  intensive  drilling. 
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Mr.  Raker.  Was  that  change  of  policy  occasioned  by  the  litigation 
or  by  the  demand  for  oil  ? 

Mr.  McLaughlin.  By  the  demand  for  oil  entirely.  Of  course, 
our  policy  was  one  of  conservation,  and  we  hope  it  is  an  enlightened 
policy — ^that  is,  if  oil  were  not  absolutely  necessary  for  the  benefit 
of  the  people  of  the  West  and  for  the  benefit  of  this  transportation 
system,  we  would  not  be  justified  in  going  in  there  and  drilling  that 
land. 

Mr.  Taylor.  Is  the  Government  now  litigating  any  with  the 
Standard  Oil  Co.? 

Mr.  McLaughlin.  There  was  some  Standard  Oil  land  among 
those  unpatented  lands. 

Mr.  Taylor.  Has  the  Government  brought  suit  against  all  those 
claims  owned  by  the  Standard  Oil;  and  if  not,  why  not? 

Mr.  McLaughlin.  Not  the  patented  lands. 

Mr.  Taylor.  The  Standard  Oil  has  had  their  patents  for  how 
many  years? 

Mr.  McLaughlin.  I  do  not  know;  they  are  school  sections,  so 
called.     ■ 

Mr.  Eaker.  Some  of  them  were  lieu  selections,  were  they  not? 

The  Chairman.  The  Government  would  have  nothing  to  base  a 
suit  upon  in  the  case  of  the  patented  lands,  would  it? 

Mr.  McLaughlin.  I  do  not  know ;  I  can  not  tell  you.  We  thought 
for  many  years  that  they  had  nothing  to  base  a  suit  on  against  us. 

The  Chairman.  Following  up  some  questions  asked  by  Mr.  Taylor 
a  few  moments  ago,  the  Government  made  an  application  for  a  re- 
ceivership for  the  Southern  Pacific  lands,  did  it  not? 

Mr.  McLaughlin.  In  this  last  suit? 

The  Chairman.  Yes. 

Mr.  McLaughlin.  Yes,  sir.  I  do  not  know  whether  they  did  in 
the  others  or  not. 

The  Chairman.  That  was  denied? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  It  was  denied  upon  the  condition,  was  it  not,  that 
you  give  bond  that  you  do  not  drill  any  more  wells  other  than 
defensive  wells? 

Mr.  McLaughlin.  No,  sir;  that  receivership  was  denied 

The  Chairman  (interposing).  Was  there  not  an  agreement  on 
record  to  that  effect,  and  was  not  that  the  stipulation  on  which  the 
court  based  its  denial  of  the  receivership — ^that  is,  that  you  drill  no 
more  wells  other  than  defensive  wells? 

Mr.  McLaughlin.  I  do  not  remember  any  such  thing.  I  have  the 
record  with  me,  and  that  would  be  something  easy  to  confirm  or  deny. 

The  Chairman.  May  I  call  your  attention  to  this  language  in  the 
decision : 

I  am  taking  the  statements  of  these  pentlemen  at  a  hundred  cents  on  the 
dollar  that,  pending  a  determination  of  this  case,  they  expect  only  to  drill  de- 
fensive wells. 

Mr.  McLaughlin.  That  is  what  I  called  the  gentlemen's  agree- 
ment. That  is  not  a  stipulation,  necessarily.  It  was  an  agreement 
we  had  with  the  court,  which,  I  assume,  is  just  as  binding  with  us  as 
if  it  were  stipulated,  or  even  if  it  were  the  order  of  the  court 
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The  Chairkan.  Does  not  that  language  I  just  read  rather  imply 
that  Uie  receivership  was  denied  on  that  theory,  and  on  the  statement 
of  your  own  counsel  that  they  would  not  drill  any  more  wells  f 

Mr.  McLaughlin.  No,  sir;  I  heard  the  court  deliver  his  opinion, 
and  the  impression  I  got  from  it  as  a  layman — ^because,  you  under- 
stand, I  am  a  layman — the  impression  I  got  was  that  the  court  said 
^  Now,  gentlemen,  I  have  determined  that  your  policy  has  been  the 
same  policy  that  the  Government  would  have  had  to  pursue  had  it 
owned  these  lands,  and  since  that  is  true,  I  am  going  to  deny  this 
application,  but  if  you  abandon  the  policy  you  have  heretofore  pur- 
sued, the  Government  will  have  the  right  to  come  in  and  make  an- 
other application,  and  I  might  consider  that  differently."  That  is 
my  view  of  it  as  a  layman,  and  I  think  it  is  a  pretty  accurate  view 
of  it. 

The  Chairman.  Let  me  follow  in  the  decision  the  language  I  read 
a  moment  ago.    The  court  further  said : 

I  am  assuming  from  the  instructions  that  have  been  given,  which  it  seems 
reafioDiifole  at  this  time  to  believe  will  be  followed,  that  there  will  be  no  depar- 
ture from  this  policy  of  slnklhg  none  but  defensive  wells  unless  conditions  should 
justify  some  other  policy,  and  that  before  any  other  policy  is  put  in  operation 
this  court  will  be  advised  of  that  fact,  and  if  that  other  policy  does  not  meet 
with  approval  of  this  court,  tlie  court  will  be  prompt  to  see  it,  and  take  such 
action  to  protect  the  proper  rights  of  all  parties  to  Uie  litigation. 

Mr.  McLaughlin.  That  is  my  impression.  But  that  is  not  a 
formal  stipulation ;  it  is  simply  a  gentlemen's  agreement. 

The  Chairman.  It  was  a  statement  made  in  the  court  as  to  the 
policy  that  would  be  pursued. 

Mr.  McLaxtghlin.  And  that  was  our  policy. 

The  Chairman.  And  on  that  statement  or  the  matter,  the  court 
denied  the  receivership? 

Mr.  McLaughlin.  I  think  so,  and  I  think  on  the  statement  of  our 
actions  prior  to  that  time. 

The  Chairman.  It  was  on  the  assumption  that  you  would  adhere 
to  your  affreement  or  stipulation  then  made? 

Mr.  McLaughlin.  I  think  that  is  true. 

Mr.  Raker.  Where  there  are  wells  on  the  lands  now,  is  it  your 
theory,  gained  from  your  experience,  and  as  you  have  obtained  it 
from  experts  and  others  there,  that  the  few  wells  on  the  land  now 
are  a  disadvantage,  so  far  as  the  recovery  of  the  greatest  quantity  of 
oil  that  is  in  the  land  is  concerned,  and  that  that  is  a  greater  disad- 
vantage than  would  be  the  case  if  more  wells  were  bored  ? 

Mr.  McLaughlin.  Do  you  mean  whether  that  is  a  disadvantage? 

Mr.  Raker.  Yes,  sir. 

Mr.  McLaughlin.  At  the  present  time? 

Mr.  Raker.  Yes;  relative  to  the  ultimate  quantity  of  oil  to  be 
recovered  from  the  land. 

Mr.  McLaughlin.  I  think  it  is  impossible  to  conserve  a  large 
quantity  of  oil  in  that  land  for  any  great  time  with  wells  on  the 
reser\e  and  around  the  reserve. 

Mr.  Raker.  From  your  statement  with  regard  to  water,  I  assumed 
that  if  more  wells  were  bored  by  reason  of  the  necessity  for  oil  now — 
jnd,  of  course,  that  would  be  one  of  the  reasons  why  they  should  be 
bored— more  oil  would  be  recovered.    Now,  would  more  wells  really 
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ultimately  save  in  the  long  run  a  neater  quantity  of  the  oil  that  is 
actually  supposed  to  be  in  the  land? 

Mr.  McLAuoHLtN.  Yes,  sir;  if  they  drilled  them  now,  they  would 
save  far  more  oil  than  if  they  waited  for  5  years  or  10  years  to 
drill  them. 

Mr.  Saser.  If  the  weUs  that  are  now  actually  drilled  there  are 
left  there  alone  for  the  next  5  or  10  years,  there  would  be  a  loss  in  the 
amount  of  oil  that  would  otherwise  be  eventually  recovered,  and  there 
would  be  a  greater  loss  under  those  conditions  than  if  more  wells 
were  actually  drilled  at  the  present  time  and  the  oil  and  gas  ex- 
tracted ? 

Mr.  McLaughlin.  Yes,  sir.  I  do  not  think  that  is  a  theory,  but  I 
think  it  is  clearly  shown  by  experience. 

Mr.  Raker.  I  wanted  you  to  give  us  your  view  about  it. 

Mr.  McLaughuk.  I  think  it  is  undoubtedly  true  that  if  If  aval 
Reserve  No.  2,  so  called,  were  drilled  up  at  the  present  time  that 
eventually  a  larger  quantity  of  oil  would  be  recovered  than  if  that 
Naval  Reserve  No.  2  were  to  remain  as  it  is  for  10  years- 
Mr*  Raker.  Then,  you  have  two  results :  If  wells  were  bored  there 
now,  in  addition  to  the  wells  that  are  now  drilled,  you  would  get  two 
results :  First,  you  would  conserve  more  oil— that  is,  you  would  get 
more  oil  from  the  land,  or  a  greater  proportion  of  the  quantity  that 
is  supposed  to  be  there — ^and,  second,  you  would  get  oil  now  when  the 
need  for  it  is  worse  than  it  has  been  at  any  time  m  the  history  of  the 
country. 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Raker.  Is  that  your  theory! 

Mr.  McLaughlin.  Yes,  sir;  and  I  use  it  as  an  illustration  of  that 
Naval  Reserve  No.  2.  We  are  operating  624  oil  wells  within  the 
State  of  California,  and  within  that  reserve  we  are  operating  81 
wells.  Our  total  production  to-day  is  26,200  barrels  a  day,  and  out 
of  that  reserve  we  are  producing  12,300  barrels.  In  other  words, 
12  per  cent  of  our  wells  are  within  the  reserve,  and  nearly  50  per 
cent  of  our  oil  is  coming  out  of  the  reserve.  Now,  that  is  the  differ- 
ence between  the  reserve  and  the  general  State  of  California.  It  is 
shjown  in  this  report  of  the  committee  on  petroleum  that  the  average 
well  in  the  Midway  field,  outside  of  the  reserve,  produces  but  40  bar- 
rels, while  the  wells  within  this  reserve  produce  176  barrels  per  day. 

Not  only  that,  but  we  know  from  drilling  experience  in  this  re- 
serve that  there  is  very  little  diflSculty  in  excluding  water  from  the 
wells  in  the  beginning,  or  when  we  drill  them.  We  can  drill  those 
wells  with  what  we  call  a  rotary  rig,  which  is  the  very  best  method  of 
drilling.  We  can  drill  right  into  the  oil  sand  with  the  rotary,  and, 
on  account  of  the  high  gas  pressure,  can  bring  the  well  in  with  one 
operation,  so  to  speak.  The  result  of  that  is  that  of  all  places  in  the 
State  of  California  where  oil  can  be  had  quickly  and  with  a  small 
amount  of  material,  this  reserve,  as  the  committee  has  pointed  out, 
is  the  place  par  excellence.  There  is  no  question  about  it.  In  Cali- 
fornia we  are  very  limited  as  to  our  supply  of  material.  The  com- 
mittee estimated  that  we  had  material  enough  on  hand  and  in  sight 
to  drill  about  600  wells. 

Mr.  Raker.  What  do  you  mean  by  material  ? 

Mr.  McLaughlin.  1  mean  pipe  and  casing,  and  other  material. 
The  committee  estimated  that  we  had  on  hand  and  in  sight  material 


OIL  LBAfflMG  LANDBw  809 

enough  for  about  600  oil  wells.  They  estimated  that  outside  of  this 
reserve  we  would  require  1,400  wells  to  help  us  out  and  make  up 
for  the  present  deficit.  Within  the  reserve  I  tnink  they  figured  about 
300  wells,  but  I  am  not  sure  of  that,  but  it  is  in  the  committee's  report. 
I  think  it  was  about  300  wells  within  the  reserve.  Now,  that  was  the 
reason  why  the  Southern  Pacific  Co.  wanted  to  go  to  the  naval  re- 
serve rather  than  anywhere  else.  We  are  using  at  the  present  time 
about  6,000  tons  of  casing  per  annum  in  holding  our  production. 
We  are  running  all  strings  of  drilling  tools  that  we  can  operate  and 
get  material  and  labor  for.  We  have  oeen  doing  that  for  four  years, 
and  have  just  managed  to  hold  our  own.    Then,  as  you  will  see,  oiir 

troduction  to-day  is  practically  what  it  was  four  years  ago.  We 
ave  estimated  that  to  get  outside  this  reserve  the  present  pro- 
duction of  12,000  barrels,  which  is  the  amount  of  oil  we  are  taking 
out  of  there  to-day,  would  necessitate  an  additional  13,000  tons  of 
pipe  to  be  had  within  one  year.  Now,  the  6,000  tons  we  are  buying 
18  all  the  casing  that  we  can  buy.  We  are  not  asking  the  price  or 
casing  any  more  than  we  are  askmg  the  price  of  fuel  oil,  but  we  are 
simply  finding  a  man  who  has  some  of  it  and  getting  it  from  him. 
The  CHAHtMAN.  That  is  true  of  every  oil  section,  is  it  not? 
Mr.  McLauohi/IN.  It  is  certainly  true  in  our  section.  As  I  say, 
it  will  require  18,000  tons  of  pipe,  and  we  are  buying  to-day  all 
the  piping  that  we  can  get.  Now^  as  to  the  purchase  of  fuel  oil : 
When  the  coiirt  denied  our  application  to  do  this  intensive  drilling  in 
the  naval  reserve  we  went  outside  to  see  what  we  could  do  in  the  way 
of  buying  fuel  oil.  We  tried  here,  there,  and  to  the  other  place.  By 
the  way,  the  Government  promised  to  bring  into  court  all  the  oil  that 
we  would  need  to  make  up  this  shortage,  which  at  that  time  was 
12,500  barrels  a  day. 

The  Chairman.  Is  there  anything  being  done  about  procuring  a 
priority  order  for  the  shipment  of  casing? 

Mr.  McLaughlin.  No,  sir;  not  that  I  know  of.  There  was  a  little 
loosening  up,  but  I  think  that  came  through  Mr.  Bedford,  who  was  at 
one  time  chairman  of  the  petroleum  board. 

Now,  of  course,  that  left  us  in  the  position  of  having  to  go  out  and 
buy  oil.  We  cast  about  here  and  there.  We  went  to  the  Standard 
Oil  Co.  and  told  them  of  our  necessities,  although,  so  far  as  that  is 
concerned,  they  knew  them  already.  We  asked  them  what  they  could 
^lo  for  us,  and  "they  said, "  We  do  not  want  to  sell  any  oil ;  our  reserves 
are  depleted  right  down  to  rock  bottom,  and  we  have  to  protect  our 
own  customers."  They  said,  "  We  have  to  protect  our  contracts." 
Well,  we  told  them  that  we  had  to  have  oil  and  that  if  this  railroad 
^em  should  stop  operating  it  would  be  just  as  disastrous  to  the 
Standard  Oil  Co.  as  to  the  people  of  Nevada  and  Oregon  or  to  the 
Southern  Pacific  Co.  itself.  So  they  finally  agreed  to  let  us  have 
siifficient  oil  for  one  month,  and  they  did.  We  bought  oil  for  the  next 
month,  and  they  let  us  have  enough  to  meet  our  necessities,  and  I 
*85uine,  since  we  are  still  running,  that  they  are  letting  us  have  enough 
this  month  to  meet  our  necessities. 

The  Chairman.  Did  I  understand  you  to  say  a  few  moments  ago 
*ftt  the  entire  amount  you  had  in  your  storage  would  only  run  the 
'^d  about  10  days? 

Mr.  McLaughun.  I  said  this,  that  we  haire  on  hand  1,520,000  bur- 
ials of  oil,  but  that  1,000,000  barrels  of  that  oil  is  borrowed. 
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The  Chairman.  So  that,  exclusive  of  the  oil  borrowed- 


Mr.  McLaughlin  (interposing).  If  they  should  take  that  cmt  of 
our  tanks  to-niorrow,  then  we  would  have  left  520,000  barrels  of  oil. 
Our  consumption  is  47,000  barrels  per  day,  and  that  is  a  little  over 
10  days'  supply. 

The  Chairman.  Did  I  understand  you  to  say  that  your  total  pro- 
duction from  the  Southern  Pacific  land  would  run  about  650,000 
barrels  per  month? 

Mr.  McLauohlin.  Our  production  is  800,000  barrels  per  month 
and  our  consumption  is  1,450,000  barrels  per  month,  making  a  short- 
age of  650,000  barrels. 

The  Chairman.  So  that  you  have  to  go  out  in  the  market  and  buy 
that  amount  from  somebody? 

Mr.  McLaughlin.  We  not  only  have  to  do  that,  but  we  are  making 
strenuous  efforts  to  build  up  our  storage  on  the  lines.  We  have  been 
in  a  precarious  condition  for  more  than  a  year.  Last  winter  we  were 
operating  trains  in  the  State  of  Nevada  with  less  than  a  three  days' 
supply  of  oil  at  many  fuel  supply  points  on  the  system.  Now,  be- 
tween the  State  of  Nevada  and  the  point  of  supply  of  that  fuel  oil  are 
the  Sierra  Nevada  Mountains,  a  region  of  one  ox  the  heaviest  snow- 
falls in  the  country.  Any  time  had  we  had  a  big  storm  in  the  Sierra 
Nevada  Mountains  like  that  of  last  week  that  would  have  tied  up  the 
State  of  Nevada  in  24  hours. 

The  Chairman.  You  really  use  fuel  oil  altogether  for  your  trans- 
portation, do  you? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  You  are  not  burning  any  coal  at  all? 

Mr.  McLaughlin.  No,  sir;  not  in  locomotives. 

The  Chairman.  Of  course,  the  West  has  an  adequate  supply  of 
coal  all  along  your  line,  has  it  not  ? 

-Mr.  McLaughlin.  Not  for  railroad  operation. 

The  Chairman.  You  have  it  all  through  the  Kooky  Mountain 
States. 

Mr.  Smith.  Mr.  Chairman,  may  I  ask  a  question  right  at  this 
point?  Is  your  company  doing  anything  toward  electrifying  their 
locomotives  ? 

Mr.  McLaughlin.  Of  course,  I  am  not  able  to  speak  authori- 
tatively on  that ;  but  my  impression  is  the  company  have  made  esti- 
mates and  that  they  have  considered  very  seriously  electrifying  the 
line  across  the  Sierras;  but,  of  course,  electrification  is  a  matter  of 
years.  It  is  like  converting  to  coal,  you  can  not  do  those  things  in 
a  minute. 

Mr.  Smith.  It  did  not  take  the  Milwaukee  long  to  electrify  their 
locomotives. 

Mr.  McLaughlin.  It  must  have  taken  them  some  time,  because  it 
is  not  a  simple  job. 

Mr.  Eaker.  Of  course,  we  have  got  to  get  the  water-power  bill 
through  first  before  they  can  get  the  right  to  develop  the  power  in 
California;  is  not  that  right,  too? 

Mr.  McLaughlin.  I  am  not  familiar  with  that  phase  of  it. 

The  Chairman.  Has  the  Southern  Pacific  any  holdings  in  the 
Associated  Oil  Co.? 

Mr.  McLaughlin.  Yes,  sir. 
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The  Chairman.  And  that  is  a  selling  agency  and  a  producing 
agency  also,  is  it  not? 

Mr.  McLaughlin.  Yes,  sir;  the  Associated  is  strictly  a  commercial 
company. 

The  Chaibman.  So  that  in  so  far  as  the  Southern  Pacific  is  inter- 
ested in  the  Associated  Oil  Co.,  your  statement  would  not  be  quite 
accurate  as  to  not  selling  any  oil  at  all  ? 

Mr.  McLaitghlin.  My  statement  referred  to  oil  produced  from 
these  railroad  lands. 

The  Chaibman.  But  as  to  your  holdings  in  connection  with  the 
Associated  Oil  Co. 

Mr.  McLaughlin.  We  do  not  own  their  lands.  We  own  some  of 
the  stock. 

The  Chairman.  You  do  own  a  controlling  interest  in  the  stock? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  And  that  company  is  an  oil-selling  agency? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  And  they  sell  oil  to  the  Southern  Pacific  or  any- 
body else  that  might  want  it? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Tatlor.  Where  does  it  get  the  oil  that  it  sells? 

Mr.  McLaughlin.  They  produce  a  portion  of  it  and  a  portion  of 
it  they  buy. 

The  Chairman.  What  percentage  of  the  stock  does  the  Southern 
Pacific  own? 

Mr.  McLaughlin.  My  information  is  they  own  about  51  per  cent. 

The  Chairman.  Just  a  control? 

Mr.  McLaughlin.  That  is  my  information. 

Mr.  Taylor.  Do  they  work  any  of  these  wells  on  any  of  this  land? 

Mr.  McLaughlin.  Not  the  Associated  wells.  Of  course,  the  situa- 
tion is- this,  as  I  understand  it,  and  I  am  again  speaking  as  a  layman: 
Under  the  Hepburn  Act  the  Southern  Pacific  Co.  has  no  control  over 
the  affairs  of  the  Associated  Oil  Co.  in  any  way,  shape,  or  form. 
The  minority  practically  runs  the  company,  and  that  has  always  been 
true  so  far  as  I  know. 

The  Chairman.  But  they  do  own  51  per  cent  of  the  stock? 

Mr.  McLaughlin.  They  own  51  per  cent  of  the  stock,  but  when  it 
comes  to  controlling  the  policy  of  the  company,  that  is  done  by  the 
niinority,  and  I  think  the  minority  will  bear  me  out  in  that  statement. 

The  Chabsman.  I  wish  you  would  just  elaborate  that  a  little.  On 
what  theory  is  that? 

Mr.  McLaughlin.  The  Hepburn  Act,  as  I  understand  it — as  I  say, 
I  am  not  a  lawyer,  and  I  would  prefer  not  to  go  into  that — but  there 
is  a  very  good  reason  why  we  should  not,  and  we  never  have ;  at  least 
I  assume  there  is  a  good  reason,  and  I  have  always  understood  that 
that  reason  was  on  account  of  the  provisions  of  the  Hepburn  Act.. 

Mr.  Lenroot.  Will  you  not  elaborate  that  a  little?  Do  the  mi- 
nority stockholders  elect  the  directorate  ? 

Mr.  McLaughlin.  No;  I  mean  they  control  the  operating  policy 
of  the  company. 

Mr.  Lenroot.  In  what  way?  How  do  they  do  it?  Do  not  the  di- 
rectors control  the  policy  of  the  company? 
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The  Chairman.  Then  that  is  at  variance  with  your  statement  of 
a  few  moments  ago,  when  you  said  that  they  did  not  control,  but  that 
the  minority  controlled. 

Mr.  McLaughlin.  No;  I  think  not.  Let  me  state  that  just  as  I 
see  iL. 

The  Chairman.  I  wish  you  would. 

Mr.  McLaughlin.  As  I  understand  the  situation  as  between  the 
Southern  Pacific  Co.  and  the  Associated  Oil  Co.,  it  is  this:  The 
Southern  Pacific  Co.  controls  51  per  cent  of  the  stock  of  tiie  Asso- 
ciated Oil  Co. ;  the  Southern  Pacinc  Co.  has  the  power^  if  it  so  elects^ 
to  control  the  policies  of  the  Associated  Oil  Co.,  but  it  is  my  personal 
observation  that  the  Southern  Pacific  Co.  has  never,  and  does  not  to- 
day, exercise  that  power.    Now,  is  that  a  clear  statement  ? 

The  Chairman.  It  is  a  clear  statement,  but  I  can  not  fathom  such 
a  statement,  Mr.  McLaughlin. 

Mr.  Lenroot.  I  think  I  understand  what  you  mean.  If  I  under- 
stand you,  what  you  mean  is  that  the  oil  division  of  the  Southern 
Pacific  Co.,  as  such,  does  not  attempt  to  influence  the  policy  of  the 
Associated  Oil  Co.    Is  that  what  j^ou  mean? 

Mr.  McLaughlin.  No  ;  I  so  a  little  further  than  that 

The  Chairman.  He  soes  nirther  than  that. 

Mr.  McLaughlin.  Tne  facts  are  just  these :  I  want  to  be  absolutely 
frank  with  this  committee,  and  at  the  same  time  there  are  a  great 
many  things  about  the  Associated  Oil  Co.,  as  I  say,  that  I  do  not 
know  anything  about  any  more  than  I  would  about  the  Standard  Oil 
Co. ;  but  I  do  know  this,  that  as  far  as  outlining  the  policy  in  con- 
ducting their  business  is  concerned,  I  do  not  think  the  Southeni 
Pacific  as  a  corporation  has  an3rthing  to  do  with  it.  Now,  there  is 
no  question  but  what  Mr.  Sproul  as  an  individual,  being  president  of 
that  company  and  being  one  of  its  directors,  has  a  very  decided 
influence  in  outlining  its  policies. 

The  Chairman.  Can  you  separate  a  corporation  from  the  direc- 
tors and  the  men  who  operate  the  corporation,  and  can  you  say  that 
the  corporation  itself  is  not  interested  in  a  thing  that  its  directors 
do  in  their  representative  capacity? 

Mr.  McLaughlin.  No 5  I  did  not  use  the  word  "interested."  I 
used  the  words  "  control  its  policy."  Of  course,  we  are  interested  in 
the  Associated  Oil  Co.    There  is  no  question  about  that. 

Mr.  Taylor.  But  as  a  practical  matter  and  as  a  matter  of  fact, 
they  do  not  do  it,  although  they  do  have  that  power? 

Mr.  McLaughlin.  That  is  it. 

Mr.  Lenroot.  If  they  did  control  the  policy,  Mr.  McLaughlin, 
according  to  your  view,  how  would  they  exercise  that  control?  You 
say  they  have  the  potential  power? 

Mr.  McLaughlin.  We  would  exercise  it  through  the  officers  of 
the  Associated  Oil  Co. 

Mr.  Lenroot.  In  what  way. 

Mr.  McLaughlin.  By  telling  them  what  to  do  and  seeing  that  they 
did  it,  and  if  they  did  not,  putting  them  out. 

Mr.  Lenroot.  Who  would  tell  them  that?  Who  would  give  the 
dirPctioDS? 

Mr.  McLaughlin.  Of  course,  the  president  of  the  corporation 
controls  the  company. 
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Mr.  Lenroot.  And  he  is  president  of  Associated  Oil  Co.? 

The  Chairman.  And  of  the  executive  committee  of  the  Associated 
Oil  Co. 

Mr.  Lenroot.  So  that  you  mean  to  say  the  president  of  the  South- 
ern Pacific  Co.  does  not  tell  himself  as  president  of  the  Associated 
Oil  Co.  what  policy  to  pursue? 

The  Chairman.  And  still  further  than  that,  president  of  the  ex- 
ecutive committee. 

Mr.  McLaughlin.  Of  course,  as  I  say,  as  an  individual  he  does, 
and  undoubtedly — I  do  not  know  how  else  to  put  it  except  I  do  know 
of  my  own  personal  knowledge  that  we  do  not  run  the  affairs  of  the 
Associated  Oil  Co. 

Mr.  Cramton.  Let  me  ask  this  question  to  see  if  I  have  a  correct 
impression  of  Mr.  McLaughlin's  meaning :  As  I  understand  you,  Mr. 
McLaughlin,  while  the  Southern  Pacific  Co.  does  have  the  control 
of  the  Asscociated  through  its  stock  ownership  and  its  membership 
on  the  committee,  as  a  matter  of  fact  the  gentlemen  who  are  on  the 
executive  committee  of  the  Associated  Oil  Co.,  notwithstanding  their 
connection  with  the  Southern  Pacific  Co.,  in  their  action  on  such 
committee  of  the  Associated  Co.,  when  they  formulate  a  policy  for 
the  Associated  Co.,  they  formulate  it  as  an  Associated  policy. 

Mr.  McLaughlin.  Absolutely. 

Mr.  Cramton.  Independent  of  any  Southern  Pacific  policy,  and 
they  put  first  the  interests  of  the  Associated  Co.  rather  than  en- 
tirely subordinating  the  i)olicy  of  the  Associated  Co.  to  the  railroad 
company  ? 

Mr.  McLaughlin.  That  is  certainly  my  experience  in  dealing  with 
this  company. 

Mr.  Elston.  In  other  words,  you  think  their  interest  in  the  Asso^ 
elated  Co.  represents  merely  an  investment  of  the  Southern  Pa- 
cific Co.  ? 

Mr.  McLaughlin.  That  is  exactly  the  position  I  think  it  occupies 
with  the  Southern  Pacific  Co.  We  have  simply  got  the  stock,  and 
that  is  all  there  is  to  it. 

Mr.  SiNNOTT.  Could  you  give  a  concrete  case  illustrating  your  idea 
and  showing  wherein  one  body  would  overrule  the  other? 

The  Chairman.  Let  me  put  a  case  to  you. 

Mr.  McLaughlin.  I  can  use  this  as  an  illustration:  When  the 
Oovernment  brought  its  Elk  Hills  suit  there  had  been  a  great  deal 
of  drilling  in  the  Elk  Hills.  Absolutely  nothing  was  known  of  that 
territory  as  to  whether  it  was  oil  bearing  or  not,  other  than  what  the 
geologists  supposed  to  be  true.  Eight  in  the  middle  of  these  suits 
tile  Associated  Oil  Co.  went  into  the  Elk  Hills  on  some  unpatented 
lands  and  drilled  some  oil  wells  and  discovered  some  oil.  Now,  does 
that  look  as  if  the  Southern  Pacific  Co.  was  controlling  the  Associated 
Oil  Co.'s  policy  ? 

The  Chairman.  Let  me  ask  you  a  question 

Mr.  Lenroot  (interposing).  Mr.  Chairman,  I  would  like  to  ask    ^ 
^nie  questions  about  that  particular  case.    Did  the  Associated  Oil 
Co.  continue  its  drilling  in  the  Elk  Hills  in  the  same  manner  and  to 
the  same  extent  as  if  it  had  been  entirely  an  independent  company, 
invrur  judgment? 
Mr.  McLaughlin.  Yes,  sir. 
Mr.  Leneoot.  Is  not  that  a  matter  of  contention  in  that  litigation? 
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Mr.  McLaughlin.  In  the  litigation,  yes;  but  as  a  matter  of  fact^ 


Mr.  Lenroot  (interposing).  That  is  not  admitted  by  the  Govern- 
ment. 

Mr.  McLaughlin.  But,  as  a  matter  of  fact,  as  the  Navy  Depart- 
ment afterwards  found  out,  those  wells  were  not  commercial  weUs. 
Naturally,  the  Associated  Oil  Co.  had  spent  a  large  amount  of  money 
and  they  had  found  nothing,  and  they  quit. 

The  Chairman.  Mr.  McLaughlin,  you  said  a  few  moments  ago  in 
your  testimony  that  you  produced  about  800,000  barrels  of  oil  a 
month  from  your  own  wells? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  And  that  you  used  1,450,000  barrels  of  oil  a  month  t 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  Which  necessitated  the  purchase  of  650,000  bar- 
rels of  oil  a  month  in  order  to  keep  up  your  fuel  supply? 

Mr.  McLaughlin.  Yes. 

The  Chairman.  Now,  if  49  per  cent  of  the  Associated  Oil  Co., 
which  is  an  oil-producing  and  an  oil-selling  agency,  decreed  they 
would  not  sell  the  Southern  Pacific  Co.  one  barrel  of  oil,  what  do  you 
suppose  the  51  per  cent  of  that  corporation  would  say  in  the  event 
they  needed  the  oil  ? 

lir.  McLaughlin.  I  would  not  like  to  suppose,  Mr.  Ferris,  because 
I  do  not  know  what  they  would  say. 

The  Chairman.  Can  there  be  any  doubt  but  what  the  51  per  cent 
would  have  the  power  to  force  the  Associated  Oil  Co.  to  sell  tnem  the 
oil? 

Mr.  McLaughlin.  I  would  not  have  any  doubt,  but  I  happen  to 
know  that  the  Associated  Oil  Co.  needs  oil  about  as  bad  as  we  do. 

The  Chairman.  That  ^oes  to  the  economic  question  and,  of  course^ 
does  not  answer  the  question. 

Mr.  McLaughlin.  We  all  need  oil  in  California. 

The  Chairman.  But  I  am  not  talking  about  that.  Suppose  the 
49  per  cent  of  the  Associated  Co.,  which  is  owned  independent  of  the 
Southern  Pacific,  decreed  that  their  oil  should  be  sold  to  some  one 
else,  and  the  51  per  cent  of  the  corporation  knew  that  the  Southern 
Pacific  needed  the  oil  and  must  have  the  oil,  what  would  the  51  per 
cent  do? 

Mr.  McLaughlin.  Well,  I  will  tell  you :  We  railroad  men  feel  very 
keenly  the  necessity  for  keeping  the  railroads  running,  and  if  you 
have  ever  been  in  the  railroad  business  you  know  that  a  man's  life  is 
spent  in  moving  trains,  and  if  it  came  to  a  question  of  whether  these 
trains  would  move  or  would  not  move,  my  personal  opinion  is  that  the 
trains  would  move. 

The  Chairman.  What  I  am  trying  to  get  at  is  that  the  power  is 
vested  there,  and  of  course  the  power  comd  be  used  at  any  time  by 
the  Southern  Pacific  Co. 

Mr.  McLaughlin.  And  it  would  be  used  to  keep  those  trains 
moving. 

The  Chairman.  And,  of  course,  for  any  other  purpose  that  the  51 
per  cent  wanted  to  use  it  for? 

Mr.  McLaughlin.  Yes. 

The  Chairman.  No  one  can  say  that  power  vested  is  not  power  that 
will  not  be  used,  because  the  rule  is  always  the  other  way,  and  that 
is  the  reason  your  statement  seemed  remarkable. 
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Mr.  Ei^STON.  Is  the  Associated  Oil  Co.  storing  its  oil  for  the  even- 
tual use  of  the  Southern  Pacific? 

Mr.  McLaughlin.  The  Associated  Oil  Co.  is  buying  a  very  large 
amount  of  oil  at  very  high  prices  to  deliver  on  low-price  contracts 
which  they  have,  I  think. 

Mr.  EiJBTON.  The  Associated  Oil  Co.,  since  early  in  its  history,  has 
been  making  contracts  for  deliveries  all  over  California  to  industrial 
and  private  concerns  of  all  kinds,  and  it  is  a  distributing  company 
which  has  its  ramifications  all  over  California,  and  is  tied  up  in  some 
cases  by  contracts  for  deliveries  covering  many  years. 

Mr.  McLaughlin.  Yes,  sir.  They  sell  in  California,  the  Hawaiian 
Islands,  Oregon,  and  Arizona.    They  sell  over  quite  a  wide  territory. 

Mr.  Elston.  If  the  Southern  Pacific  should  make  its  draft  through 
its  51  per  cent  control  of  the  stock  of  the  Associated  Co.,  what  would 
be  the  result  with  regard  to  the  business  of  the  Associated  Co. ! 

Mr.  McLaughlin.  We  would  do  exactly  what  we  are  doing  now. 
We  go  to  the  Standard  Oil  Co.,  as  I  explained  before,  and  we  buy 
enough  oil  to  carry  us  through  the  month,  and  we  do  not  ask  any 
price.   We  simply  ask  them  if  they  have  the  oil  and  can  let  us  have  ii 

Mr.  Elston.  Why  do  you  go  to  the  Standard  Oil  Co.  instead  of  the 
Associated  Oil  Co.? 

Mr.  McLaughlin.  Because  the  Associated  Oil  Co.  have  not  got  it. 
We  go  to  the  Union  Co.  They  have  some  oil.  The  Associated  Co. 
is  buying  oil,  just  as  we  are,  to  deliver  on  their  contracts. 

Mr.  f^TON.  You  mean  the  Associated  Oil  Co.'a  business  is  dis- 
tributing oil  tiiroughout  all  this  district  that  you  spoke  of,  and  it  is 
tied  up  m  that  kind  of  work? 

Mr.  McLaughlin.  Yes,  sir.  The  Associated  Co.  has  no  oil  to  sell. 
As  an  illustration,  our  fuel-oil  purchases,  which  during  the  year 
1916  averaged  $107,000  a  month,  are  now  averaging  more  than 
$1,000,000  a  month. 

Mr.  Tatijok.  And  you  are  buying  it  from  what  sources,  princi- 
pally? 

Mr.  McLaughun.  We  are  buying  it  chiefly  from  the  Standard 
Oil  Co.  and  the  Union  Oil  Co.  of  California.  We  bought  some  from 
the  Shell  Co.,  and  we  have  bought  and  we  are  buying  now  from  a 
balf  a  dozen  little  concerns. , 

Mr.  Taylor.  Does  the  Ajssociated  Oil  Co.  buy  from  the  same 
people? 

Mr.  McLaughlin.  Yes;  they  are  buying  from  the  Standard  Oil 
Co.,  for  instance. 

Mr.  Taylor.  And  the  Associated  Oil  Co.  has  a  lot  of  contracts  all 
over  the  country  which  they  have  got  to  fill  t 

Mr.  McLaughlin.  Oh,  yes.  They  have  contracts  and  they  have  to 
supply  oil  on  those  contracts,  and  they  are  buying  oil  from  the  same 
P^ple  we  are.  We  buy  oil  from  the  Shell  people  and  we  have  bought 
it  from  the  Standard  Oil  Co.,  and  we  have  bought  it  from  the  Union 
p>*  The  Associated  Co.  bought  from  the  same  people  and  they  also 
borrowed  oil  frfom  the  Union  Oil  Co.,  and  we  did,  too. 

Mr.  Taylor.  Does  the  Standard  Oil  Co.  have  any  control  over  the 
Soathem  Pacific  Co.? 

Mr.  McLaughlin.  No,  sir. 

'^e  Chaduian.  Does  it  own  any  of  the  stock? 
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Mr.  Taylor.  Does  the  Southern  Pacific  Co.  own  anv  of  the  stock 
of  the  Standard  Oil  Co.,  or  vice  versa? 

Mr.  McLaughlin.  I  do  not  know  as  to  either  of  those  things.  I 
know  absolutely  they  do  not  control  our  policies  or  in  any  way  have 
a  finger  in  our  business ;  but  I  do  not  know  as  to  whether  they  own 
any  of  our  stock  or  not. 

Mr.  Church.  Is  the  Southern  Pacific  buying  from  the  Associated 
Oil  Co.? 

Mr.  McLaughlin.  We  buy  from  the  Associated  all  we  can  get. 
We  can  buy  from  them  at  points  where  they  can  deliver  and  where 
some  other  man  can  not  deliver;  but  the  Associated  Co.,  as  I  say, 
have  no  oil  to  sell  us. 

Mr.  Raker.  If  all  of  this  is  a  fact,  and  I  am  taking  it  for  granted 
that  it  is,  where  does  Mr.  Ball's  statement  come  in  that  we  are  wast- 
ing one-fourth  of  the  oil  in  California? 

Mr.  McLaughlin.  I  wondered  about  that  myself.  I  can  not 
answer  that  because  I  do  not  know. 

Mr.  Kaker.  Then,  is  there  this  waste  in  handling  and  boring  wells 
that  he  has  been  talking  about  ? 

Mr.  McLaughlin.  Well,  I  have  not  seen  it.  Of  course  there  is 
some  in  certain  areas.  For  instance,  in  certain  parts  of  the  McKit- 
trick  field  there  has  been  some  careless  drilling,  and  the  field  has 
l)ecome  water-logged,  and  I  think  in  certain  parts  of  the  Coalinga 
field  th^re  has  been  some  careless  work  and  a  part  of  the  field  has 
become  waterlogged,  and  down  in  the  so-called  Maricopa  Flat  there 
has  been  some  careless  work,  and  some  of  that  territory  is  in  pretty 
bad  shape ;  but  those  are  things  that  happen  in  all  oil  fields,  I  think, 
60  far  as  I  know. 

Mr.  Eaker.  Have  you  any  remedy  to  suggest  to  the  committee  on 
the  California  situation  that  would  open  up  the  oil  fields  so  that  the 
people  could  get  oil  with  which  to  transact  their  business  now,  when 
they  need  it?    Have  you  devised  any  scheme  in  your  own  mind? 

Mr.  McLaughlin.  No  ;  I  have  not ;  but  I  do  think  that  this  so-called 
Owen  amendment  or  the  so-called  Kearful  amendment,  if  put  into 
this  bill,  would  have  the  effect  of  locking  up  this  Naval  Reserve  No.  2 
and  would  cut  our  production  immediately  and  would  force  us  into 
the  market  further. 

Mr.  Raker.  That  is  the  amendment  which  simply  deals 

Mr.  McLaughlin  (interposing).  Which  gives  them  one  well  and 
allows  them  no  additional  drilling. 

Mr.  Raker.  That  is  the  amendment  which  simply  deals  with  the 
well  hole? 

Mr.  McLaughlin.  Yes. 

Mr.  Rarer.  And  you  say  that  would  be  practical  destruction? 

Mr.  McLaughlin.  It  would  destroy  us. 

Mr.  Raker.  How  about  the  other  fellows? 

Mr.  McLaughlin.  I  guess  it  would  destroy  them,  too,  of  coui-se. 
It  would  destroy  them  even  more  totally  than  it  would  us. 

Mr.  Raker.  We  are  seeking  light  as  to  what  will  afford  proper 
development  and  protect  the  Government  and  ail  concerned.  We  are 
seeking  the  development  of  the  oil  situation  and  not  its  destruction, 
and  I  was  wondering  whether  or  not  you  had  any  concrete  matter 
to  present  to  the  committee  whereby  we  could  amend  the  Senate  bill 
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or  the  House  bill  generally,  and  particularly  the  relief  clause  whereby 
a  proper  development  could  be  had  at  the  present  time. 

Mr.  McLaughmn.  Well,  I  have  always  felt,  without  having  given 
the  thing  any  deep  thought  or  consideration,  that  this  leasing  proposi- 
tion is  an  absolutely  fair  proposition.  I  can  not  see  but  what  it  is 
absolutely  fair,  both  to  the  Government  and  the  lessee.  Of  course  I 
think  that  in  the  old  days  our  old  law  was  a  good  one,  for  the  reason 
that  the  oil  resources  of  this  country  were  undeveloped.  There  were 
no  pipe  lines  and  no  facilities  for  handling  the  oil,  and  the  pros- 
pector required  a  great  deal ;  but  at  this  time  all  those  conditions  are 
improved,  and  I  think  this  leasing  proposition  is  a  fair  one. 

Mr.  Raker.  In  the  known  fields  of  California  are  you  of  the 
opinion  that  Mr.  Ball  expressed,  that  you  should  turn  those  fields 
over  to  three  or  four  men,  or  give  them  large  tracts  of  4,800  acres, 
or  9.1)00  acres,  or  would  you  divide  it  into  tracts  of  160  acres  or  640 
acres? 

Mr.  McLaughlin.  My  opinion  is  that  a  man  can  operate  on  a  640- 
acre  tract  as  economically  as  he  can  operate  on  any  tract,  except  that 
the  640-acre  tract  does  not  give  a  man  enough  land  to  build  a  refinery, 
nor  could  he  build  a  pipe  line,  perhaps;  and,  of  course,  he  could  not 
go  in  business  on  the  scale  of  the  Standard  Oil  Co.  I  have  never 
found  that  the  producers  of  oil  are  heavily  downtrodden.  Some,  of 
course,  are  more  prosperous  than  others;  but  they  all  seem  to  be 
making  some  money  out  of  the  business. 

Mr.  Raker.  Would  not  the  same  rule  apply  to  the  production  of 
minerals — ^that  is,  where  there  are  thousands  of  men  engaged  in  the 
mining  of  minerals,  they  send  their  product  to  the  smelters,  just  as 
the  oil  man  sends  his  product  to  the  refinery?  Would  not  that  rule 
apply  in  the  same  way  to  the  oil  man  ? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Raker.  Then,  your  theory  is  that  the  suggestion  that  in  order 
to  prevent  monopoly  we  have  got  to  give  one  or  two  men  complete 
control  of  the  oil  fields,  is  not  the  right  theory  or  suggestion  to 
pursue? 

Mr.  McLaughlin.  On  the  other  hand,  this  word  "omonopoly" 
has  never  frightened  me  as  it  seems  to  frighten  some  people,  because 
if  they  are  properly  regulated,  and  we  do  regulate  them — and,  as  a 
matter  of  fact,  we  regulate  them  so  much  that  they  do  not  have  time 

to  do  anything,  it  would  seem,  but  attend  to  the  regulation 

Mr.  Raker  (interposihg).  What  I  mean  is  that  if  these  areas  in 
Wyoming,  for  instance,  were  divided  up  into  reasonably  small  acre- 
ages that  would  not  tend  to  turn  over  all  the  oil  of  the  State  to  the 
Standard  Oil  Co. 

.  Mr.  McLaughlin.  Of  course,  I  am  not  familiar  with  the  Wyom- 
ing situation.  It  certainly  would  not  do  that  in  California.  I  do 
not  think  it  would  make  any  difference  in  California,  so  far  as  that 

IS  concerned,  but  I  am  not  familiar  with  the  situation  in  Wyoming 
at  all. 

Mr.  Raker,  But  you  are  unalterably  opposed,  as  I  understand 
n^om  your  statement,  to  the  single- well  proposition  ? 

Mr.  McLaughlin.  Yes,  sir ;  I  am  opposed  to  that. 

Mr.  Raker.  For  what  reason  ? 

Mr.  McLaughlin.  In  the  first  place  this  is  not  a  question  of  ex- 
pediency, but  it  seems  to  me  to  be  a  moral  issue,  and  that  these  people 
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have  certain  rights  in  here.  From  my  own  standpoint,  which  is  the 
standpoint  of  a  consumer  of  oil,  giving  these  men  one  well  and  nothing 
more  would  simply  tie  up  this  whole  area.  Other  people  would  not 
be  inclined  to  go  in  and  do  development  work,  as  there  would  be  no 
place  to  go,  because  there  would  not  be  territory  enough  in  betwfioi 
the  wells,  especially  in  the  naval  reserve,  and  you  would  tie  up  a 
great  deal  of  that  area. 

Mr.  Taylor.  You  think  that  as  a  conservation  policy  that  would 
be  stupid  and  contrary  to  real  sane  conservation? 

Mr.  McLaughlin.  I  do  not  see  that  it  would  get  anywhere.  It 
would  certainly  not  get  a  man  who  has  a  well  anything.  He  would 
have  a  hole  in  the  ground,  but  it  would  not  be  worth  very  much  to 
him. 

Mr.  Raker.  Suppose  you  take  a  man  with  a  40-acre  tract  on 
which  he  has  two  wells  at  the  present  time.  Unless  he  had  some  as- 
tute fellow  who  could  stick  his  nose  down  to  the  ground  and  tellj 
where  the  oil  was — and  some  sav  that  can  be  done,  though,  of  course, 
I  have  nothing  to  say  about  that — ^he  could  not  develop  his  tract. 
There  might  be  other  portions  of  this  40-acre  tract  where  oil  could 
be  produced  by  digging  or  boring,  say,  12  wells,  and  maybe  he  would 
actually  strike  a  good  flowing  well.  Now,  that  man  is  on  his  40-acre 
tract,  and  he  would  have  machinery,  houses,  superintendents,  etc.,  and 
it  would  be  less  expensive  to  allow  the  man  who  is  on  the  ground  with 
two  wells  already  drilled  to  go  on  and  develop  all  of  that  40-acre  tract 
than  to  have  it  cut  up  in  a  dozen  or  fifteen  little  tracts,  with  each 
holder  bringing  in  a  new  plant,  new  camping  outfits,  new  housing 
accommodations,  and  all  other  things  that  are  needed  in  developing  a 
tract  of  oil  land. 

Mr.  McLaughlin.  Of  course,  as  Mr.  Ball  said 

Mr.  Eaker  (interposing).    I  am  not  referring  to  Mr.  Ball. 

Mr.  McLaughlin.  I  understand,  but  what  Mr.  Ball  said  about 
economical  development  applies  here  absolutely.  When  you  begin  to 
operate  on  lO-acre  tracts,  20-acre  tracts,  or  even  40-acre  tracts 

Mr.  Raker  (interposing).  You  missed  my  point  entirely.  A  man 
now  has  an  equitable  right  in  40  acres  of  land,  and  I  asked  you  if  it 
would  not  be  to  the  interest  of  the  consuming  public  to  allow  that 
man  not  only  to  have  three  wells  on  that  tract  but  to  have  the  entire 
40-acre  tract,  rather  than  to  put  8  or  10  more  men  on  that  tract? 

Mr.  McLaughlin.  Yes;  it  would  be  better  to  allow  that  man  to 
have  the  40-acre  tract. 

Mr.  Raker.  Why? 

Mr.  McLaughlin.  For  the  simple  reason  that  if  you  put  other  men 
on  there  they  would  drill  unnecessary  wells.  Similarly,  if  you  put  a 
man  on  a  IGO-acre  tract 

Mr.  Raker  (interposing).  Let  us  hold  it  to  40  acres. 

Mr.  McLaughlin.  If  he  had  only  40  acres  he  could  drill,  say,  four 
wells  and  fully  develop  that  tract.  He  would  provide  certain  surface 
equipment,  pipe  lines,  pump  houses,  cookhouses,  and  the  various 
things  necessary  in  the  drilling  and  operation  of  oil  wells,  whereas  if 
you  put  two  or  three  men  on  there  they  would  havep'to  have  two  or 
three  sets  of  pump  houses  and  other  facilities. 

Mr.  Raker.  That  would  increase  the  cost  of  the  oil  ? 

Mr.  McLaughlin.  Yes,  sir. 
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Mr.  B AK2IL  And  somebody  must  pay  for  it  i 

Mr.  McLaughlin.  Yes,  sir.  It  is  a  waste.  And  not  only  that,  but 
when  you  put  men  bo  close  together,  they  do  not  half  do  their  work. 
One  ignorant  man  will  perhaps  ruin  a  dozen  men's  wells  through 
letting  water  into  his  well  and  waterlogging  the  surrounding  area. 
When  you  divide  those  tracts  up  into  such  pieces  as  40  acres  or  10 
acres,  you  are  simply  putting  a  premium  on  inefficiency  of  operation. 

The  Chaibman.  Is  the  chair  right  in  thinking  that  there  is  no  such 
proposal  as  that  ponding  before  the  committee! 

Mr.  McLaughlin.  I  was  simply  answering  the  question. 

The  Chairman.  I  want  to  ask  you.  Judge  Raker,  whether  there 
is  any  such  proposal  before  the  committee!  There  is  no  proposal 
before  the  committee  that  would  do  that. 

Mr.  Raker.  No. 

Mr.  Elbton.  I  suggest  that  this  witness  be  permitted  to  finish  his 
statement,  and  that  he  then  be  examined  on  the  subject-matter  to 
which  he  has  addressed  himself,  because  if  we  imdertake  to  traverse 
the  entire  field  of  discussion  with  every  witness,  we  will  consume 
three  or  four  hours  with  each  witness  who  appears.  I  think  it  would 
be  better  to  confine  the  discussion  with  each  witness  to  the  particular 
matter  to  which  the  witness  has  addressed  himself. 

The  Chairman.  The  chair  thinks  that  suggestion  is  well  taken, 
although,  of  course,  we  have  all  departed  from  that  rule. 

Mr.  Taylor.  Mr.  McLaughlin  says  that  he  is  not  a  lawyer. 

Mr.  Raker.  I  am  not  flying  him  any  legal  questions.  I  have  been 
asking  him  about  oil  wells,  llie  so-called  ^'  Kearf  ul ''  amendment  re- 
lates to  the  leasing  of  the  land,  and  I  was  asking  Mr.  McLaughlin 
whether  it  would  not  be  better  to  allow  the  man  who  has  wells  on 
the  40  acres  to  develop  the  tract.  Now,  to  your  mind,  from  your 
practical  experience,  which  is  the  better  method  ? 

Mr.  McLaughlin.  My  opinion  is  that  by  all  means  you  should  give 
bim  the  40-acre  tract. 

Mr.  Raker.  And  the  same  thing  would  apply  to  80  acres,  160  acres, 
and  up  to  &40  acres,  as  the  committee  might  determine? 

Mr.  McLaughlin.  Yes,  sir;  that  is  my  opinion. 

Mr.  Raker.  You  think  that  from  your  practical  experience  in  the 
oU  field? 

Mr.  McLaughlin.  Yes,  sir. 

The  Chairman.  May  the  Chair  make  a  suggestion  there,  in  order 
to  keep  this  matter  straight?  Of  course,  this  so-called  Kearf  ul 
amendment,  curative  amendment,  or  department  amendment,  or 
whatever  it  may  be  called,  is  pending  before  this  committee,  and 
binder  that  amendment  the  preferential  interest  is  limited  to  the  wells 
that  may  have  been  opened,  whether  1,  10,  or  50,  and  it  does  require 
the  payment  of  one-eighth  of  the  production  of  oil  or  gas,  but  am  I 
^ght  in  thinking  that  it  does  not  in  anywise  disqualify  the  man  who 
operates  the  well  or  wells  from  taking  a  new  lease  under  the  new  pro- 
^sions,  and  the  new  conditions,  as  the  department  may  allow  and 
provide? 

Mr.  Tatlor.  But  he  must  get  it.  He  must  go  out  in  the  open 
niarket  and  compete  for  it. 

The  CriAiRMAN.  Undoubtedly.  As  I  read  it,  the  provision  means 
this— and  I  hope  the  committee  will  indulge  the  chairman,  because 
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I  think  this  will  save  some  unnecessary  argument — as  I  read  this 
roposed  substitute  amendment,  so  far  as  the  curative  features  of  this 
e^islation  are  concerned,  the  situation  would  be  this:  That  the  man 
who  was  entitled  to  operate  the  wells  upon  the  payment  of  one- 
eighth  of  the  production  would  do  so  under  the  terms  of  this  curative 
provision;  but  that  man,  because  of  those  provisions,  is  not  dis- 
qualified as  a  lessee  to  go  on,  under  the  general  provisions  of  the 
bill,  and  lease  in  competition  with  other  people,  paying  whatever 
royalties  may  be  required,  and  under  such  conditions  as  the  depart^ 
ment  may  make  as  to  other  lessees. 

Mr.  Taylor.  But  some  man  with  more  money,  who  has  not  put 
up  a  dollar  or  taken  any  risk  whatever  in  all  tlus  development,  can 
come  in  and  outbid  him? 

The  Chairman.  That  is  true,  and  in  some  instances  that  might 
work  a  hardship. 

You  may  proceed,  Mr.  McLaughlin. 

Mr.  McLaughlin.  That  is  about  all  I  had  to  say.  I  would  like 
to  add,  however,  as  illustrating  the  general  shortage  in  California, 
that  last  summer  a  number  of  the  largest  copper  mines  in  Arizona 
would  have  been  closed  down  if  we  had  not  allowed  them  to  have  fuel 
oil  out  of  our  very  much  depleted  supply  to  keep  them  going.  I 
think  that  is  illustrative,  together  with  the  condition  of  our  Salt 
Lake  division  last  winter,  and  the  present  condition  of  our  Portland 
division,  which  is  simply  hanging  by  a  thread — ^as  I  sajr,  I  think  that 
is  illustrative  of  the  condition  in  California,  and  particularly  so  far 
as  the  Southern  Pacific  Co.  is  concerned. 

Mr.  Taylor.  Before  you  close  will  you  state  concretely  your  ideas, 
and  just  why  you  appear  before  the  committee,  and  what  you  think 
about  this  proposed  legislation,  and  what  your  advice  to  the  commit- 
tee in  regard  to  any  amendments  or  suggestions?  Will  you  in  con- 
clusion epitomize  your  position  in  a  concise  way  ? 

Mr.  McLaughlin.  I  would  like  to  say  that  I  do  not  feel  capable 
of  advising  the  committee. 

Mr.  Taylor.  You  appear  before  the  committee  as  an  expert,  and 
I  am  merely  asking  your  advice  as  such  for  the  consideration  of  the 
committee. 

Mr.  McLaughlin.  I  come  here  as  a  consumer  of  fuel  oil  for  relief 
and  to  ask  the  committee  to  take  such  action  as  will  give  relief  in 
California  from  the  situation  in  which  the  oil  lands  are  tied  up 
there. 

Mr.  Taylor.  In  the  first  place,  you  feel  that  the  country  and  your 
conipany  must  have  more  oil  production  ? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Taylor.  You  feel  that  that  is  an  imperative  necessity  for  the 
country? 

Mr.  McLaughlin,  Yes,  sir. 

Mr.  Taylor.  Instead  of  having  oil  shipped  to  California  for  the 
Southern  Pacific  you  feel  that  you  ought  to  have  it  from  that  field! 

Mr.  McLaughlin.  Yes,  sir.  If  I  took  this  question  up  through  the 
Fuel  Administrator,  with  a  view  to  having  issued  a  priority  order 
for  fuel  on  the  coast,  the  minute  that  was  done  the  effect  would  be  to 
take  fuel  from  somebody  else. 

Mr.  Taylor.  And  create  widespread  hardship? 
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Mr.  McLaughlin.  Yes,  sir.  I  think  the  situation  in  the  East  is 
simple  as  compared  with  what  we  will  have  on  the  Pacific  coast 
unless  there  is  some  relief. 

Mr.  Taylor.  You  feel  that  unless  this  naval  reserve  can  be  worked 
at  this  time,  in  view  of  the  facts  that  you  have  mentioned,  there  will 
be  great  hardship  experienced? 

Mr.  McLaughlin.  Yes,  sir.  Of  course,  I  know,  and  I  think  any 
practical  oil  man  will  bear  me  out  in  the  statement,  that  it  is  simply 
out  of  the  question  to  hold  that  oil  in  the  ground.  It  can  not  be 
done,  even  by  the  Government  of  the  United  States.  There  are  some 
things  the  Government  can  not  do. 

Mr.  Taylor.  Do  you  think  that  the  proposed  changes  in  the  Senate 
bill,  along  the  lines  of  the  Kearful  amendment,  or  the  department's 
amendment,  or  the  Owfen  or  Swanson  amendment,  or  whatever  it 
may  be  called,  will  be  a  mistake,  and  will  work  injustice  to  the  man 
who  has  one  well  there  at  the  present  timie,  by  compelling  him  to  go 
into  the  open  market  and  bid  in  competition  with  other  people  to  be 
permitted  to  sink  other  wells  on  a  160-acre  tract,  or  40-acre  tract, 
or  whatever  it  may  be? 

Mr.  McLaughlin.  Yes,  sir;  especially  where  he  went  in  in  good 
faith  and  did  his  work  ia  good  faith.  I  understand  that  this  relief 
provisions  provides  relief  only  to  the  men  who  acted  in  ^ood  faith. 

Mr.  Tatlor.  You  think  that  if  a  mail  acted  in  good  faith  he  should 
be  entitled  to  better  treatment  than  that — ^that  is,  he  man  who  has 
taken  all  the  risk? 

ilr.  McLaughlin.  He  is  entitled  to  the  best  treatment  that  the 
Government  can  give  him. 

Now,  there  is  another  thing  that  I  feel  I  might  say  something; 
about  as  a  person  who  has  had  very  considerable  experience  in  buying 
fuel  oil  in  large  quantities,  and  that  is,  I  believe,  that  it  is  simply  im- 
possible for  any  one  concern,  whether  it  is  the  Navy  or  the  Southern 
Pacific  Co.,  or  any  other  concern,  whether  large  or  small,  as  a  con- 
sumer of  fuel  oil,  to  carry  a  reserve  of  oil  sufficient  to  meet  his  needs 
in  time  of  emergency.  As  an  illustration  of  that,  here  was  the  South- 
em  Pacific  Co.,  this  same  railroad  company,  that  had  7,000,000  bar- 
rels of  oil  on  hand,  which  was  three  times  as  much,  or  certainly  twice 
as  much,  as  experience  showed  they  would  need,  but  the  war  started 
and  we  began  to  speed  up  industries,  and  to-day  that  supply  is  gone ; 
it  went  long  ago,  and  we  had  to  go  into  the  market,  to  the  Standard 
Oil  Co.,  to  the  Union  Oil  Co.,  and  to  the  Shell  Co.,  and  say,  "  Gentle- 
men, will  you  sell  us  oil  ?  "  They  say,  "  No ;  we  can  not  sell  you  oil, 
because  we  have  no  reserve  stock  for  you.  We  have  got  to  sell  this 
oil  to  the  men  we  have  contracts  with." 

Mr.  Taylor.  What  have  you  got  to  say  in  regard  to  this  general 
fusilade,  and  hue  and  cry  tnat  was  started  in  the  press  against  this 
proposed  le^slation,  as  being  in  the  interest  of  the  Standard  Oil  Co., 
and  in  the  interest  of  the  Southern  Pacific  Co.,  and  other  big  com- 
panies? The  big  companies  are  not  asking  for  this  or  any  other 
oil  legislation,  are  they  ?  Is  there  any  way  whatever  by  which  these 
big  companies  would  get  any  benefit  out  of  this  legislation  ? 

Mr.  McLaughlin.  I  do  not  see  how.  I  must  confess  that  I  have 
not  given  the  matter  much  thought,  but  I  do  not  see  how  that  would 
put  anything  in  the  hands  of  the  Standard  Oil  Co.    I  happen  to 
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know  of  my  own  personal  knowledge  that  the  Standard  Oil  Co.  is 
obeying  the  law  so  strictly  that  it  is  leaning  away  over  backwards^ 
and  I  think  they  would  continue  to  do  that  in  regard  to  this  legisla- 
tion. 

Mr.  SiNNOTT.  Has  the  Associated  Co.  ever  been  involved  in  any 
suits  brought  by  minority  stockholders  that  you  know  oft 

Mr.  McLaughlin.  I  do  not  know.  There  have  been  none  that  I 
know  of.  I  have  been  in  California  for  11  years,  and  I  am  pretty 
positive  there  have  been  none  brought  in  that  time. 

Mr.  Chubch.  You  say  that  it  is  impossible  even  for  the  Govern- 
ment of  the  United  States  to  keep  that  oil  in  the  ground  in  Naval 
Reserve  No.  2? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Church.  Please  state  again  why  that  is  so. 

Mr.  McLaughlin.  Well,  for  the  simple  reason  that  the  only  way 
that  that  oil  could  be  retained  in  this  formation  would  be  to  put 
some  sort  of  impervious  barrier  in  the  formation  itself,  and  that  is 
manifestly  impossible. 

Mr.  Church.  Do  you  mean  that  in  time  it  will  flow  out  through 
wells  already  in  operation? 

Mr.  McLaughlin.  Not  only  through  those  wells  shown  on  that 
map,  but  there  are  a  great  many  wells  all  around  this  reserve. 

Mr.  Church.  I  understand  that.  How  many  wells  has  your  com- 
pany on  this  reserve? 

Mr.  McLaughlin.  Eighty-one. 

Mr.  Church.  Eighty-one  wells  now  in  operation! 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Church.  If  your  company  should  win  the  five  suits  against 
the  Government  and  you  are  given  title  to  every  odd  section,  as  a 
matter  of  fact,  in  time  you  would,  or  your  company  would,  draw 
every  gallon  of  oil  out  of  that  reserve  and  the  Navy  would  not  get 
anything? 

Mr.  McLaughlin.  In  time  we  would. 

Mr.  Chuhch.  And  your  company  alone  would  in  time,  if  given 
title  to  this  land 

Mr.  McLaughlin  (interposing).  Do  you  mean  if  the  even  sections 
wore  drilled? 

Mr.  Church.  Even  if  the  even  sections  were  not  drilled;  if  you 
controlled  the  odd  sections  ultimately,  as  you  will  in  time,  you  will 
drnw  all  the  oil  out  of  that  reserve? 

Mr.  McLaughlin.  I  would  not  say  we  would  draw  it  all  out ;  but 
if  we  developed  our  own  land,  that  would  make  the  other  land  un- 
avnilable  for  anybody  else. 

Mr.  Church.  How? 

Mr.  McLaughlin.  We  would  take  the  head  off.  For  instance,  if 
we  drilled  section  5  in  the  way  that  36  is  drilled,  if  anyone  went  on 
soction  6  and  tried  to  bring  in  oil  wells  he  would  probably  get  10- 
barrol  wells,  and  the  total  production  of  the  10-barrel  wells,  since 
the  total  production  depends  on  the  initial  production,  would  be 
small. 

Mr.  Church.  In  other  words,  in  time  your  company  alone  would 
al  solntely  defeat  and  destroy  the  naval  reserve  as  a  naval  reserve 
of  oil? 
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Mr.  McLaughlin.  In  time  we  would.  Of  course,  the  company's 
policy  has  always  been  a  policy  to  conserve  oil  as  long  as  possible. 
vVe  realize  that  it  is  getting  more  valuable  all  the  time,  just  as  the 
Grovernment  does. 

Mr.  Chubch.  Now,  you  say  that  you  have  81  wells  there  now. 
How  many  has  the  Standard  Oil  Co.  on  Naval  Keserve  No.  2  that 
ire  now  in  operation  i 

Mr.  McLaughlin.  I  do  not  know  how  many  are  on  the  reserve. 
Thev  have  58  or  60  wells  on  section  86  alone. 

Mr.  Church.  Now,  take  your  company,  the  Southern  Pacific  Co., 
and  the  Standard  Oil  Co.,  and  those  two  companies  have  more 
operating  wells  on  that  reserve  than  any  other  two  companies,  have 
they  not  I    Have  they  not  far  more  than  any  other  two  companies? 

Mr.  McLaughlin.  Either  one  of  us  has  more  than  any  other  com- 
panv. 

Mr.  Chubch.  Is  it  not  a  fact  that  either  one  of  those  companies — 
the  Standard  Oil  Co.  and  the  Southern  Pacific  Co. — ^has  more'  wells 
on  this  Naval  Reserve  No.  2  than  all  the  other  operators  combined! 

Mr.  McLaxtohlin.  They  have  got  380  wells  on  Naval  Reserve  No. 
2,  and  I  think  we  have  81.    That  is  our  proportion  right  there. 

Mr.  Elstok.  Then  you  have  one-half? 

Mr.  McLaughlin.  Of  course,  the  intensive  drilling  on  86  has 
made  the  number  of  wells  very  large. 

Mr.  Chubch.  Now,  as  a  matter  of  fact,  the  loneer  this  reserve  is 
closed,  as  it  is  now  and  has  been  for  a  number  of  years,  the  more 
advantage  your  company  and  the  Standard  Oil  get  out  of  it  from 
the  wells  which  you  are  now  operating  because  you  are  drawing  off 
the  head  f 

Mr.  McLaughlin.  No;  our  wells  are  only  offsets.  If  you  will  look 
at  the  map  you  will  see  that  the  map  shows  that  every  well  on  the 
red  lands  is  an  offset  to  some  well  on  the  neighboring  section ;  that 
is,  where  a  man  goes  over  here  and  punchesr  a  well,  we  put  one  over 
here  [indicatinglso  we  will  get  our  share. 
Mr.  Chubch.  But  your  wells  now  are  drawing  off  what  you  call 

the  cap  or  the  head  ? 
Mr.  McLaughlin.  Yes,  sir. 
Mr.  Chubch.  And  really  you  are  getting  oil  out  of  these  wells 

easier  now  on  account  of  the  fact  that  they  are  virgin  wells  in  that 

territory  than  you  would  if  the  field  was  operated  more  extensively  ? 
Mr.  McLaughlin.  Yes,  sir;  we  are  getting  the  oil  easier  and 

cheaper. 
Mr.  Chubch.  Then  your  company  and  the  Standard  Oil  Co.  are 

getting  your  oil  easier  and  cheaper  from  your  wells  as  they  are  in 

operation  now  than  you  would  if  this  field  was  opened  up? 

Mr.  McLaughlin.  I  would  say,  in  answer  to  that,  that  the  Stand- 
ard Oil  Co.  and  ourselves  and  everybody  else  on  Naval  Reserve  No.  2 

are  getting  oil  now  cheaper. 
Mr.  Chubch.  But  you  and  the  Standard  Oil  Co.  nro  derivinpr  the 

greatest  benefit  by  reason  of  the  fact  that  it  is  closed  than  any  other 

company,  because  you  have  more  wells  than  any  other  company  ? 
Mr.  McLaughlin.  I  do  not  think  it  has  benefited  us.    I  know  it 

has  been  to  our  hurt ;  very  decidedly  to  our  hurt. 
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Mr.  Church.  In  a  general  way ;  but  from  the  wells  you  have  you 
are  doing  better  by  reason  of  the  fact  that  the  field  is  closed  than  you 
would  if  it  was  opened? 

Mr.  McLaughlin.  No,  sir. 

Mr.  Church.  You  are  getting  oil  cheaper  and  easier,  you  say  ? 

Mr.  McLaughlin.  And  everybody  else. 

Mr.  Church.  But  you  have  more  wells  than  anybody  else  on  the 
reserve. 

Mr.  McLaughlin.  I  do  not  think  so. 

Mr.  Church.  Who  else  has  81  wells? 

Mr.  McLaughlin.  The  Standard  Oil  Co.  has  more  than  81.  They 
have  60  in  one  section. 

Mr.  Church.  Then,  I  will  put  it,  the  Southern  Pacific  and  the 
Standard  Oil  Co. 

Mr.  McLaughlin.  Of  course,  in  putting  it  in  that  way,  you  leave 
out  the  fact  that  the  Southern  Pacific  owns  practically  half  the  land 
in  that  reserve. 

Mr.  Church.  I  understand  that,  sir. 

Mr.  McLaughlin.  And  considering  it  per  acre  we  have  probably 
less  wells  than  anybody  else  in  the  reserve  on  a  per  acre  basis;  but 
when  you  take  the  total  number  of  Southern  Pacific  wells  that  is 

I)robably  in  a  measure  true,  simply  because  we  have  15,000  acres  of 
and  in  there. 

Mr.  Church.  The  well  operators  in  this  reserve  are  getting  their 
oil  easier  and  cheaper  now  than  they  would  if  the  reserve  was  opened. 
You  have  already  stated  that,  I  think.  I  mean  the  oil  they  are 
getting  from  the  wells  now  in  operation. 

Mr.  McLaughlin.  Than  they  would  if  the  reserve  had  been  opened 
all  this  time. 

Mr.  Church.  Or  if  it  were  opened  in  the  future,  considering  the 
number  of  wells  that  you  have. 

Mr.  McLaughlin.  Of  course,  the  more  wells  we  have  and  the  more 
oil  that  is  produced  from  there,  the  more  expensive  it  will  be  to  pro- 
duce the  oil,  and  I  think  from  that  it  follows  that  we  are  getting 
oil  cheaper  now  than  we  will  ever  get  it  in  the  future. 

Mr.  Church.  Then  in  a  way  it  is  more  advantageous  to  the  South- 
em  Pacific  Eailway  Co.  and  to  the  Standard  Oil  Co.  to  have  this 
reserve  closed  than  it  is  to  any  other  company,  because  you  have  more 
wells  operating  there  now,  and  through  the  wells  that  are  operating 
you  get  oil  cheaper  and  easier  than  you  would  were  there  a  great 
many  other  wells  in  that  territory  ? 

Mr.  McLaughlin.  I  do  not  believe  it  is  of  any  benefit  to  the  South- 
em  Pacific  to  have  it  closed. 

Mr.  Elston.  You  mean  on  a  comparative  basis.  What  Mr.  Church 
means  is  comparing  your  situation  with  the  situation  of  the  other 
holders  in  the  reserve,  your  company  and  the  Standard  Oil  Co.,  hav- 
ing half  of  the  wells  in  the  whole  district,  are  in  a  comparatively 
better  position  than  the  man  having  only  160  acres  and  only  one 
well  ? 

Mr.  McLaughlin.  Of  course,  I  think  that  is  true. 

Mr.  Elston.  That  is  a  mere  matter  of  conclusion  from  the  state- 
ment he  makes. 

Mr.  McLaughlin.  I  think  that  is  probably  true;  yes. 
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Mr.  Lenboot.  Mr.  McLaughlin,  can  you  give  the  committee  any 
idea  of  the  percentage  of  the  total  production  of  oil  in  California 
that  is  utilized  by  the  railroads? 

Mr.  McLaughlin.  The  railroads  bum  forty  and  a  fraction  per  cent 
of  the  total  fuel  oil  of  California. 
Mr.  Lenboot.  Of  the  total  fuel  oil,  or  the  total  production  ? 
Mr.  McLaitghlin.  That  is  the  total  fuel  oil.    The  total  consump- 
tion in  California  is  a  little  more  than  8,000,000  barrels. 
Mr.  Lenboot.  That  is,  including  fuel  and  other  oils} 
Mr.  McLaughlin.  That  is  the  total  consumption  of  crude  petro- 
leum; yes,  sir.    The  refined  products  of  California  amount  to  about 
1,300,000  barrels.     These  are  all  figured  per  month.     That  leaves 
about  7,000,000  barrels,  and  of  that  7,000,000  barrels  forty  and  a 
fraction  per  cent  is  burned  by  the  railroads. 

Mr.  Lenboot.  Which  would  be  somewhere  between  35  and  40  per 
cent  of  the  total  production} 
Mr.  McLaughlin.  I  have  not  figured  that  out. 
Mr.  Lenboot.  Can  you  give  the  committee  any  idea  of  the  con- 
sumption of  fuel  by  ships  upon  the  Pacific} 

Mr.  McLaughlin.  The  total  oil  consumed  in  conducting  transpor- 
tation, as  I  said,  is  54  and  a  fraction  per  cent. 
Mr.  Lenboot.  That  includes  ships  and  railroads. 
Mr.  McLaughlin.  Yes,  sir.    Now^  of  that  54  per  cent,  75  per  cent 
of  it  is  railroad  and  25  per  cent  is  ships. 

Mr.  Lenboot.  Do  you  know  whether  or  not  either  all  or  a  majority 
of  those  ships  have  been  commandeered  by  the  Government  or  are 
operating  for  Government  account} 

Mr.  McLaughlin.  I  think  some  of  them  have;  for  instance,  the 
tank  steamers,  but  I  do  not  know  as  to  the  others.  I  think  some  of 
them  have,  but  I  do  not  know  how  many. 

Mr.  Lenboot.  If  nothing  is  done  in  the  way  of  legislation  to  in- 
crease production  and  a  shortage  results  upon  the  Pacific  coast,  is  it 
nto  mean  a  material  increase  in  the  price  of  such  oil  as  is  pro- 
,  in  your  judgment} 
Mr.  McLaughlin.  I  think  so,  undoubtedly. 

Mr.  Lenboot.  Your  railroad,  and  in  fact  all  the  railroads  in  Cali- 
fornia, are  now  under  Government  control  and  operation} 
Mr.  McLaughlin.  Yes,  sir. 

Mr.  Lenboot.  Would  you  say,  then,  that  any  increase  in  the  cost 
of  oil  in  the  California  field,  liaving  in  mind  what  you  have  stated 
>bout  the  percentage  used  for  transportation,  would  fall  as  a  direct 
charge  upon  the  United  States  Treasury,  either  through  direct  ap- 
propriation or  diminution  in  profit  of  the  railroad  } 
Mr.  McLaughlin.  It  will  fall  on  the  Treasury  absolutely;  yes,  sir. 
Mr.  Lenboot.  Now,  with  reference  to  this  gas  pressure  which  you 
JPoke  of,  assuming  that  in  Naval  Reserve  No.  2  the  oil  is  attempted  to 
w  conserved  in  the  ground,  but  that  gas  may  continue  to  be  produced, 
Hich,  I  understand,  is  the  contention  of  the  Navy,  what  effect  will 
that  have  on  the  diminution  of  the  oil  that  may  be  ultimately  pro- 
<i«ced  in  that  reserve  by  permitting  gas  production  to  continue,  but 
^ot  oil  production  } 

Mr.  McLaughlin.  Well,  of  course,  in  producing  oil  there  is  a  very 
considerable  amount  of  gas  produced  with  it.    J^  a  matter  of  fact. 
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to-day  the  disposition  within  this  naval  reserve  is  to  conserve  the  gas 
as  much  as  possible,  and  to  pinch  in,  as  we  call  it,  the  dry  gas  wells 
for  the  future,  and  to  utilize  the  so-called  wet  gas,  the  gas  which  is 
produced  with  the  oil  in  sending  it  on  to  Los  Angdes,  and  that  is  the 
gas  which  is  being  utilized  in  Los  Angeles,  Bakersfield,  Taft,  Mari- 
copa, and  various  towns  and  cities  within  that  region ;  this  ao*called 
wet  gas  which  is  produced  with  the  oil.  Now,  whenever  you  produce 
oil  you  must  produce  that  gas,  and,  of  course,  that  is  the  gas  that 
takes  the  head  off  the  oil  field.  So  far  as  we  know,  this  dry  gas  is  in 
a  separate  reservoir,  and  it  would  be  a  matter  of  conjecture  as  to 
what  effect  that  would  have  on  the  oil. 

Mr.  Lemroot.  Can  you  give  the  committee  any  estimate  of  the 
possible  production  of  this  so-called  dry  gas  from  existing  wells  as 
comparea  with  your  present  production  of  gas? 

Mr.  McLaughlin.  The  field  now  is  patting  out  commercially  some- 
thing like  90,000,000  feet  of  gas  a  day,  and  of  that  amount  I  should 
guess — and,  of  course,  this  is  only  a  guess — that  probably  20,000,,000 
feet  is  dry  ^s,  so  between  20,000,000  and  80,000,000  feet,  or  possibly 
30  per  cent,  is  dry  gas  and  the  balance  is  wet  gas. 

Mr.  Lekroot.  Would  you  say  then  that  Los  Angeles  can  not  con- 
tinue to  be  supplied  with  the  gas  which  is  at  present  fumisiied  with- 
out very  seriously  diminishing  the  ultimate  production  of  Reserve 
No.  2« 

Mr.  McLaughlin.  Absolutely.  Not  only  that,  but  Los  Angeles 
can  not  continue  to  be  furnished  with  gas  if  there  is  no  further  drill- 
ing done  in  Reserve  No.  2,  because  gas  is  the  thing  that  ^oes  before 
the  oil.  It  is  the  first  thing  that  goes,  and  in  order  to  maintain  this 
supply  of  gas  we  must  continue  to  drill  wells.  Of  course  the  same 
thing  is  true  of  oil,  but  it  is  not  so  much  true  of  oil  as  it  is  of  gas. 

Mr.  Lenroot.  I  assume,  Mr.  McLaughlin,  that  the  Southern  Pa- 
cific is  very  directly  interei-ted  in  the  conservation  of  gas  for  its  own 
future  use  wherever  possible. 

Mr.  McLaughlin.  Absolutely;  yes,  sir. 

Mr.  Lenroot.  Assuming  that  your  company  had  absolute  title  to 
the  lands  that  are  now  in  controversy;  assuming  further  that  you 
could  secure  oil  from  other  land  through  purchase  or  otherwise  suffi- 
cient for  your  present  needs,  would  you  as  a  conservation  measure  con- 
serve ana  not  drill  upon  your  lands  in  Naval  Reserve  No.  2  in  view 
of  the  existing  wells  upon  lands  other  than  your  own,  or  would  you 
drill  them? 

Mr.  McLaughlin.  Assuming  we  could  purchase  this  fuel  oil  from 
other  sources  and  keep  the  railroad  running,  I  think  cur  policy  would 
be  to  do  such  drilling  as  we  had  to  do  in  order  to  protect  those  lands. 
I  do  not  believe,  and  I  do  not  think  any  practical  person  would  be- 
lieve, that  section  35  and  section  1  there  adjacent  to  the  Standard  Oil 
Co.  36,  are  protected,  and  of  course  the  first  thing  that  would  be  re- 
quired would  be  a  lot  of  drillins:  riajht  in  there. 

Mr.  Lenroot.  Would  that  drilling  be  quite  extensive  in  order  to 
protect  those  lands  from  drainage? 

Mr.  McLaughlin.  I  should  say;  yes,  sir. 

Mr.  Lenroot.  If  the  Government  should  undertake  to  commandeer 
those  lands  and  pay  their  present  value,  in  so  far  as  there  are  private 
claims  against  them  and  oil  should  not  continue  to  be  produced  from 
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that  reserve,  as  a  result  of  which  there  should  be  a  shortage,  50  per 
cent  of  which  would  come  out  of  the  United  States  Treasury,  would 
you  say  that  would  be  jprofitable  for  the  Government  or  otherwise? 

Mr.  McLaughlin.  I  should  say  it  would  be  very  unprofitable  to  the 
Government. 

Mr.  Lbkboot.  The  titles  to  these  lands  in  controversy  are  not  in  the 
Southern  Pacific  Railroad  Co.? 

Mr.  McLaitohlin.  They  are  in  the  Southern  Pacific  Land  Co. 

Mr.  Lenboot.  Which  is  a  subsidiary  of  the  Southern  Pacific. 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Lenboot.  The  Southern  Pacific  owns  all  of  the  stock  of  the 
subsidiary  company? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Lenroot.  Assuming,  then,  that  Government  control  continues 
and  the  price  of  oil  goes  up  bjfr  reason  of  the  shortage,  the  Southern 
Pacific  subsidiary  would  profit  to  the  extent  of  that  increase,  while 
the  Government  taking  over  the  railroads  would  get  no  benefit  what- 
ever from  any  ownership  of  oil  by  the  Southern  Pacific;  is  that 
true? 

Mr.  McLaughlin.  I  do  not  follow  you. 

Mr.  Lenroot.  The  Government  has  not  taken  over  anything  but 
the  railroads. 

Mr.  McLaughlin.  I  see.  You  mean  they  did  not  take  over  the 
land  company  f 

Mr.  Lenroot.  Yes. 

Mr.  McLaughlin.  Of  course,  the  land  company  leases  these  oil 
lands  to  the  Southern  Pacific  Co.,  and  the  Southern  Pacific  Co. 
operates  the  oil  lands. 

Mr.  Lenroot.  They  operate  them  directly? 

Mr.  McLaughlin.  Yes,  sir. 

Mr.  Lenroot.  Are  all  the  lands  of  the  Southern  Pacific  leased  by 
the  subsidiary  company  to  the  Southern  Pacific  ? 

Mr.  McLaughlin.  All  the  oil  lands.  Of  course,  the  Southern 
Pacific  cil  lands  are  a  very  small  portion  ef  the  total  lands  .of  the 
Southern  Pacific  Co.  or  the  Southern  Pacific  Land  Co. 

Mr.  Lenroot.  So  that  wherever  there  is  oil-producing  land  or 
oil-bearing  territory  the  Southern  Pacific  now  has  a  lease  from  its 
subsidiary  corporation? 

Mr.  McLaughlin.  The  land  company. 

Mr.  Lemroot.  To  drill  for  oil  at  a  given  royalty? 

Mr.  McLaughlin.  Yes;  at  a  one-tenth  royalty. 

Mr.  Church.  But  under  present  conditions  of  a  shortage  in  oil 
which  you  have  brought  out  before  the  committee,  if  the  title  was 
not  longer  in  dispute,  I  suppose  you  would  start  at  once  to  drill  on 
these  lands? 

Mr.  McLaughun.  Well,  only  in  so  far  as  those  lands  should  be 
protected. 

Mr.  Church.  The  shortage  which  you  have  been  describing  here 
to  be  committee  would  not  he  of  sufiicient  importance  to  cause  you 
to  sink  more  wells? 

Mr.  McLaughlin.  No;  I  think  we  would  simply  kill  two  birds  with 
one  stone.  We  would  do  precisely  what  we  asked  the  court  to  let  us 
do;  that  is  to  say,  we  figure  that  these  lands  should  be  protected,  and 
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in  order  to  protect  them  we  would  get  sufficient  oil  to  certainly  solve 
our  question. 

Mr.  Church.  Then,  if  the  title  to  this  land  was  no  longer  in  dis- 
pute, it  is  your  judgment  your  company  would  start  at  once  to  further 
develop  them  in  the  way  of  boring  more  wells  ? 

Mr.  McLaughlin.  Only  so  far  as  they  should  be  protected;  yes, 
sir.  There  is  one  point  which  I  did  not  mention,  and  that  is  that  my 
information  is  that  the  consumption  of  California  fuel  oil  by  the 
Navy  Department  is  1,000  barrels  a  day,  approximately,  or  31,000  bar- 
rels a  month.  The  consumption  of  the  Southern  Pacific  is  47,000  bar- 
rels a  day.  In  other  words,  we  consume  as  much  oil  in  a  day  as  they 
consume  in  about  a  month  and  a  half.    That  is  my  information. 

Mr.  Raker.  What  would  be  the  result  if  you  plugged  up  all  the  oil 
wells  in  that  naval  reserve? 

Mr.  McLaughlin.  I  doubt  if  you  could  plug  them  up.  You  mean 
to  cap  them? 

Mr.  Raker.  Yes;  that  is  what  I  mean. 

Mr.  McLaughlin.  If  you  capped  them,  the  casing  would  rust  out 
and  the  water  would  run  in  there  and  you  would  have  no  wells. 

Mr.  Raker.  That  is  what  I  had  in  mind. 

Mr.  McLaughlin.  Plugging  is  a  technical  term  with  us.  By  plug- 
ging it  at  the  bottom  you  might  have  a  chance  to  save  the  oil  sand, 
but  by  simply  capping  the  top  it  would  be  just  a  question  of  a  com- 
paratively short  time  before  the  casing  would  rust  out  and  the  water 
would  run  into  the  oil  sand  and  you  would  ruin  the  field. 

The  Chairman.  How  intricate  is  that  plugging  off  from  the  bot- 
tom? 

Mr.  McLaughlin.  It  is  intricate  inasmuch  as  you  are  working  in 
a  hole  3,000  feet  deep,  and  that  always  means  an  intricate  proposi- 
tion. 

The  Chairman.  Is  that  successfully  done? 

Mr.  McLaughlin.  Yes,  sir;  sometimes  it  is  successfully  done  and 
sometimes  it  is  unsuccessfully  done,  and  the  great  trouble  in  the  oil 
business  is  that  you  never  know  whether  you  did  a  good  job  or 
whether  you  did  not,  and  20  years  later,  when  you  go  in  there,  if  you 
did  not  get  a  good  job  you  find  it  out. 

Mr.  Raker.  Then,  if  no  further  drilling  was  done,  you  would 
have  to  maintain  the  wells  that  are  there? 

Mr.  McLaughlin.  Oh,  yes;  that  would  be  a  necessity. 

Mr.  Raker.  And  the  Government  would  have  to  continue  to  pump 
all  those  wells? 

Mr.  McLaughlin.  They  would  simply  have  to  go  into  the  oil 
business  just  as  we  are  in  the  oil  business. 

Mr.  Raker.  Practically  how  many  of  those  wells  on  section  36 
are  producing  wells  ? 

Mr.  McLaughlin.  I  think  they  are  all  producing.  I  do  not  see 
any  abandoned  wells.  There  are  sixty-odd  wells.  Of  course,  that 
map  does  not  show  the  total  number  that  are  there  now. 

The  Chairman.  And  that  map  does  not  show  the  total  number 
of  your  offset  wells  ? 

Mr.  McLaughlin.  No,  sir. 

The  Chairman.  But  you  have  a  map  which  you  will  leave  with 
us  which  does  show  that? 

Mr.  McLaughlin.  Yes,  sir. 
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The  Chairman.  What  is  the  total  number  of  wells  in  Naval  Re- 
serve No.  2  ? 

Mr.  McLaughun.  Three  hundred  and  thirty. 

The  Chaibman.  How  many  did  you  say  are  owned  by  the  Stand- 
ard Oil  Co.? 

Mr.  McLaughlin.  I  did  not  know,  but  I  did  say  that  there  were 
about  60  wells  on  36. 

The  Chairman.  And  how  many  are  owned  and  operated  by  the 
Southern  Pacific  Co.  ? 

Mr.  McLaughlin.  Eighty-one. 

The  Chairman.  And  how  many  by  the  Shell  Co.,  if  you  know? 

Mr.  McLaughlin.  I  do  not  think  the  Shell  people  have  any  there. 

Mr.  Elston.  Mr.  McLaughlin,  are  the  Associated  Oil  Co.  and  the 
Southern  Pacific  Co.,  as  far  as  distributing  oil  to  the  public  is  con- 
cerned, subject  to  the  public-utilities  commission  out  there? 

Mr.  McLaughlin.  The  Southern  Pacific  does  not  sell  any  oil  to 
the  public. 

Mr.  Elston.  Are  the  activities  of  the  Associated  Co.  subject  to  the 
public-utilities  commission  ? 

Mr.  McLaughlin.  No,  sir;  I  think  not. 

Mr.  Taylor.  Mr.  McLaughlin,  do  you  think  Congress  ought  to 
enact  this  or  any  legislation  at  this  session  of  Congress  ?  We  have 
been  trying  to  pass  some  oil  and  coal  legislation  for  many  years  past, 
and  the  Senate  and  House  have  never  yet  come  to  an  agreement  as 
to  what  the  law  ought  to  be,  and  there  seems  to  be  about  a  million 
different  ideas  on  the  subject. 

Mr.  McLaughlin.  I  think  something  should  be  done  to  open  up 
these  lands,  and  I  do  not  see  how  they  will  be  opened  up  without 
some  legislation. 

Mr.  SiNNOTT.  In  your  estimate  of  the  amount  of  oil  that  will  be 
needed  for  shipping  on  the  Pacific  coa^t,  did  you  take  into  con- 
aderation  the  tonnage  now  being  constructed  on  the  coast? 

Mr.  McLaughlin.  No,  sir;  I  took  actual  figures. 

Mr.  SiNNOTT.  You  mean  actual  figures  of  tonnage  already  con- 
structed ? 

Mr.  McLaughlin.  Yes.  I  would  like  to  call  the  attention  of  the. 
committee  to  the  following  table,  which  appears  at  page  131  of  the 
report  of  the  committee  on  petroleum,  California  State  council  of 
defense,  on  the  question  of  the  amount  of  land  involved  in  these 
various  suits  : 

Cl<i98iftcati(m  of  preferred  oil  lands  in  California,  according  to  their  present 

legal  status. 
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ReoBpiiulatiOH  for  the  Btate. 


Legftlstotos. 

Number. 

Pwcent. 

K.  T.  &  O.  suits: 

Acres 

7,060 
069 

2.8F0 
24S 

7,  MO 
310 

41 

Well  locattoiift 

M 

Other  suits: 
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10 

Well  locfttiODS 

20 

Not  in  suit: 
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43 

Well  locations. 

20 
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100 
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0 
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NoTK.— Acrea*n  is  estimated  within  boundaries  of  preferred  tracts,  whether  drilled  or  undrilled.   Well 
loeatkms  are  esttanted-frimMiiacer  oo  thew^aaOstliil  Taoant  and  aooovdivr  to-  the  oaaal  apatfns  plans. 

(The  committee  thereupon  adjourned  until  Monday,  February  11, 
1918,  at  10  o'clock  a.  m.) 


CoHMrrTEE  ON  THE  PuBLIO  LaNDS, 

House  of  REPRESENTAiivEa, 
Monday^  February  11^  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEMEin?  OF  MB.  H.  H.  SCHWABTZ,  07  CASPEB,  WTO. 

Mr.  TayIjOR.  Mr.  Schwartz,  give  us  your  full  name,  address,  and 
whom  you  represent. 

Mr.  Schwartz.  H.  H.  Schwartz,  Casper,  Wyo.  I  am  one  of  a  com- 
mittee of  three — ^the  other  two  members  being  John  D.  Clark,  of 
Cheyenne,  and  Mr.  Leslie  Miller,  of  Casper — which  committee  rep- 
resents a  volunteer  organization  of  Wyoming  oil  men  and  men  en- 
gaged in  the  oil  business  and  having  investments  in  oU,  which  is 
known  as  the  Wyoming  Independent  Oil  Men's  Association.  At  the 
particular  meeting  at  which  we  were  asked  to  come  down  here  there 
were  present,  either  b}'  officers  of  the  companies  or  b^  men  interested 
in  the  companies  by  stock  holding  or  other  financial  interests,  the 
following  companies : 

Universal  Exploration  V^^.,  drilllnir  In  Powder  Ulver.  also  haw  a  <1rilllni?  rij; 
at  Biickmun  ;  has  leanes  at  Tisdale  requiring  ilrillhiK  by  May  1.  Also  driliiii;;  at 
Thornton. 

Platte  River  Oil  Co.  is  Interested  In  the  Powder  River  drilling. 

Liberty  Wyoming  Oil  Co.  has  .several  leases  which  will  be  drilled  In  the  spring. 

Republic  Petroleum  Co.,  drilling  In  South  Salt  Creek. 

Florence  Pt^troleum  Co.  has  rig  up  and  Is  ready  to  drill  In  Castle  Creek.  Must 
wait  for  water  in  the  spring. 

Domino  Wyoming  Oil  Co.  have  contracted  to  drill  claims  In  Powder  lUver; 
also  has  holdings  at  Emigrant  Gap  and  Bucknnm. 

Western  Exploration  Co.,  drilling  In  East  Salt  Creek;  also  in  Tisdale. 
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Jupiter  Oil  C!o.,  drilling  in  Salt  Creek ;  liave  drilled  wells  at  Powder  River 
Junction  and  Big  Muddy. 

Burnette  Oil  Co.,  drilling  by  Midwest  in  West  Muddy. 

Lane  Dome  Oil  Co.,  drilling  at  the  Notches. 

Tyler  Smith  sunk  $50,000— dry. 

Carona  Development  Co.  is  drilling  in  Salt  Creek. 

Southwest  Oil  Co.,  drilling  at  Thornton. 

E'iom^r  Exploration  Co.,  drilling  In  Salt  Creek  and  the  Muddy. 

Dakota- Wyoming,  drilling  in  the  Muddy. 

(Jlen  Rock  Oil  Co.,  drilling  at  Dry  Creek,  at  Douglas,  and  at  Powder  River. 

Pro<hicers  &  Refiners'  Corporation,  drilling  in  Fremont  County. 

Northwest  Oil  Co.,  drilling  on  State  lands  in  the  Muddy,  and  have  locations 
adjoining. 

Tnited  Petroleum,  drilling  in  West  Salt  Creek. 

Hecla  Wyoming  Oil  Co.,  drilling  at  Tisdale  and  Hidden  Dome. 

Hursr-Keoghan  Co.,  drilling  in  Muddy. 

Kansas  City  Oil  Co.,  drilling  at  Tisdale. 

Curtis  Petroleum  Co.,  drilling  at  Oil  Mountain,  Iron  Creek,  Salt  Creek,  and 
Poison  Spider. 

Bessemer  Oil  Co.,  drilling  in  West  Salt  Creek. 

New  York  Oil  Co.,  drilling  at  Salt  Creek,  Oil  Mountain,  and  Poison  Spider. 

Virginia  Oil  Co.,  building  a  rig  at  Emigrant  Gap,  and  may  be  spudded  In  by 
this  time. 

Empire  S-ate  Oil  Co.,  drilling  at  Thermopolis. 

Boston  Wyoming,  drilling  in  West  Salt  Creek. 

Bantry  Oil  Co.,  drilling  at  Bucknum. 

Out  West  Co.,  drilling  In  West  Salt  Creek. 

National  Petroleum  Co.  has  a  rig  and  is  preparing  to  drill  in  North  Salt  Creek. 

Mountain  &  Gulf,  drilling  at  Salt  Creek  and  Tisdale. 

Frank  G.  Curtis,  drilling  at  Poison  Spider. 

Deltox  Oil  Co..  drilling  at  Oil  Mountain. 

Harry  P.  HymLs,  drilling  in  Pine  Mountain. 

Big  Four  Co.,  drilling  at  Emigrant  Gap. 

Ohio  Oil  Co.  is  drilling  at  Powder  River,  Poison  Spider,  and  Ix)st  Soldier  under 
(t)ntract  or  leases  with  local  companies. 

The  Midwest  is  drilling  for  locators  in  Big  Muddy  and  Salt  Creek. 

Other  companies  are  drilling  at  Morecroft,  Newcastle,  Big  Piney,  Hidden 
I>ome,  Sand  Draw,  Lost  Soldier,  Bates*  Hole,  Coal  Creek,  Midway,  Thirty-three 
Mile,  Cheyenne  River,  Armento,  Rattlesnake,  Lusk,  Medicine  Bow,  Rawlins, 
Button  Basin,  and  Rock  Springs. 

Mr.  Tatlor-  Do  you  represent  all  of  them  ? 

Mr.  Schwartz.  In  a  sense.  I  do  not  represent  them  as  attorney, 
but  in  the  sense  that  we  are  here  as  a  committee  representing  the 
people  who  are  stated  here. 

Before  coming  to  the  particular  facts  that  T  would  like  to  present 
to  this  committee,  I  think  I  would  like  to  have  the  record  show  our 
views  about  the  reasons  why  men  come  down  before  committees  of 
Congress  seeking  relief  under  public-land  laws  or  seeking  to  have 
their  rights  saved.  The  main  reason  is  that  we  have  gradually,  as 
you  all  know,  drifted  from  a  policy  of  exploration  ana  of  inducing 
settlement  to  one  of  conservation  and  endeavoring  to  get  finance  or 
money  out  of  the  public  lands,  and  as  these  laws  change  from  time 
to  time,  every^where  in  the  West  there  are  men  whose  rights  are 
either  in  an  inceptive  stage  or  who  are  only  half  way  between,  or 
somewhere  between,  the  time  they  start  out  to  do  their  work  and  the 
time  when  their  rights  become  complete.  Then  in  addition  to  that, 
^ith  each  view  that  comes  up  down  here  in  Washington  or  in  public 
opinion  throughout  the  country,  there  is  required  a  higher  standard 
of  compliance  with  all  public-land  laws. 

You  are  all  familiar  with  how  we  gradually  required  more  and 
more  residence  on  homesteads  and  how  the  timber  laws  tightened, 
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and  how  the  miniiiff  laws  are  tightening.    These  additional  requij 
ments  come  upon  these  men  while  they  are  out  there  at  work 
new  laws  are  passed,  and  consequently  they  are  caught,  as  we 
between  the  upper  and  the  nether  millstone,  and  they  have  to 
down  here  and  ask  for  what  is  called  relief;  but  it  is  not  really 
lief.    They  are  merely  asking  to  have  saved  to  them  their  rij 
under  existing  laws  and  the  privileges  and  licenses  that  they  1 
now  under  existing  laws,  and  which  they  had  when  they  went  in 
gave  their  time  and  money  to  the  work  of  getting  started. 

One  thing  that  startles  some  members  at  times,  and  I  noticedj 
here  in  this  committee.    They  seem  to  be  shocked  at  the  number 
mining  claims  same  of  us  have,  sometimes  8  or  10  or  more  claims, 
that  we  want  a  large  number  of  claims  saved  to  us.    Of  course, 
placer  law  says  that  a  group  of  eight  people  may  locate  160  aci 
and  it  is  sometimes  presumed  that  Congress  thought  that  it  i 
only  intended  that  a  man  should  have  20  acres  of  placer  ground, 
that  there  should  be  only  one  claim  of  160  acres. 

In  referring  to  the  different  things  that  causes  us  to  come  h< 
wherever  I  can  I  would  like  to  read  to  you  what  either  the  dep^ 
ments  have  said  or  what  the  courts  have  said  rather  than  to  mei 
tell  you  that  they  did  say  it,  because  I  recognize  it  that  we  stand  hi 
as  a  class  of  people  who  are  seeking  some  relief,  and  if  somebo 
who  is  disinterested  has  said  for  us  what  we  desire  to  say,  I  thinl 
it  is  better  that  they  be  permitted  to  say  it 

On  the  question  of  the  number  of  claims  to  be  held  by  a  singli 
individual 

The  Chaibmak  (interposing).  I  might  say  that  it  is  of  intensi 
importance  to  know  whose  these  people  are  and  the  acreage  the] 
are  claiming,  because  one  of  the  main  issues  in  this  matter  is  goini 
to  be,  when  the  committee  finally  settles  on  this  bill,  the  amount  ol 
acreage  that  is  goin^  to  be  allowed  to  these  people. 

Mr.  Schwartz.  Right  in  that  line,  in  the  case  of  the  Consolidatec 
Mutual  Oil  Co.  v.  The  United  States  (245  Fed.,  529),  ninth  circui 
court  of  appeals.  Circuit  Judges  Ross,  of  California,  and  Hunt,  o 
Montana — ^when  I  give  the  name  of  the  State  of  a  judge  it  is  becaus 
1  am  using  these  judges  here  to  speak  for  me  rather  than  to  speal 
for  myself;  in  other  words,  I  am  endeavoring  to  show  to  this  com 
mittee  th^t  the  things  we  ask  are  the  things  that  those  who  an 
not  interested  either  say  we  are  entitled  to  or  say  our  previoii 
action  is  in  accordance  with  custom  and  the  invitation  of  (jongres 
and  the  policy  of  the  Government. 

The  Chairman.  Just  allow  me  to  interrupt  you  for  a  moment 
and  I  ask  your  pardon  for  doing  it  Have  you  in  your  openin} 
statement — ^I  was  unavoidably  absent  when  you  began — ^incorporate< 
any  amendments  that  you  are  advocating,  either  for  yourself  o 
for  your  clients,  to  H.  R.  3232? 

Mr.  Schwartz.  No,  sir ;  I  have  no  clients  here. 

The  Chairman.  Well,  those  whom  you  represent.  It  would  b 
no  discredit  if  you  had. 

Mr.  Schwartz.  I  know  it  would  not 

The  Chairman.  You  are  appearing  here  as  a  committee,  and  ' 
have  had  very  many  telegrams  and  letters  from  people  out  ther 
saying  you  did  represent  them,  and  what  I  am  trying  to  get  at  i 
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;::hether  you  have  in  your  testimony  or  whether  you  are  ffoin^  to 
- .  fer  at  any  sta^e  of  the  proceedings  any  special  amendment  or 

E^est  any  specific  amendment  which  you  want  the  committee  to 
_    pt? 

:  Kr.  Schwartz.  No;  I  am  going  to  discuss  the  Senate  amendments 
-  the  measure  and  what  specific  amendment  we  have  asked  to  be 
_:  ftde  to  them;  but  I  will  state  at  this  time  that  we  are  not  bound 

-t^^ird  and  fast  to  these  particular  things.  I  would  rather  tell  you 
-.:  hat  we  need ;  I  would  rather  tell  you  what  is  right  that  we  should 
^;:iTe;  and  then  I  am  willing,  and  I  speak  for  all  of  them,  either  to 

-live  these  Senate  amendments  or  we  are  willing  to  have  a  recast 
-u   ;  section  31,  or  whatever  the  wisdom  of  the  committee  might 
•:  tPKest. 
,:r :  The  Chairman.  I  thought  if  you  had  any  specific  suggestions  we 

: .nld  hear  them  now. 

;;-Afr.  Schwartz.  We  will  probably  come  to  some  before  we  get 
irough. 

■  'Here  is  what  the  court  said,  referring  back  to  people  who  have 
.  y  *de  more  than  one  claim : 

c    l^or  has  Congress  so  far  fixed  any  Umlt  to  the  numher  of  locations  that  may 
v.- J  made  hy  the  same  person  or  persons 

:'  '  Mr.  SiNNOTT  (interposing).    What  case  is  that! 
^'.  TMr.  Schwartz.  The  case  of  the  Consolidated  Mutual  Oil  Co.  v. 
be  United  States,  245  Federal,  621 : 

its  (Gongrefls)  policy  haying  always  been  to  encourage  the  exploration  of  the 

tfblic  land  and  the  discovery  and  development  of  such  minerals  as  may  be 

..  ^Qd  in  them.     And  it  has  long  been  the  established  law  respecting  such 

., -Bims  that,  where  two  or  more  contiguous  ones  are  held  by  the  same  person  or 

,,;<f*on8,  work  done  in  good  faith  on  any  of  them,  or  outside  the  boundaries  of 

,  I     ^  of  them,  which  directly  tends  to  the  development  or  benefit  of  all  of  the 

.'  nims  for  mining  purposes,  should  be  held  applicable  to  each  and  all  of  such 

kirns. 

:  ^^ow,  Congress,  on  February  12,  1903,  in  passing  the  law  for  the 

^  l?^?^-  of  assessment  work  on  all  claims,  recognized  in  that  law  that 

VJndividuals  held  more  than  one  claim.    The  act  of  February  12, 1908, 

'  Mates: 

*  .  > 

That  where  oil  lands  are  located  under  the  provisions  of  title  82,  chapter  fi, 
,  Kevised  Statutes  of  the  United  States,  as  placer  mining  claims  the  annual 
.  I^^essment  labor  on  such  claims  may  be  done  upon  any  one  of  a  group  of  claims 

joying  contiguous  and  owned  by  the  same  person  or  corporation,  not  exceeding 
.five  claims  in  all:  Provided,  hmcever.  That  said  labor  will  tend  to  the  develop- 

iiient  or  to  determine  the  oil-bearing  character  of  such  contiguous  claims. 

Now,  that  law  shows  two  or  three  things,  Mr.  Chairman.  ^  It 
shows  that  the  discovery  required  on  an  oil  claim  is  not  a  producing 
^ell,  necessarily,  and  it  is  not  to  be  a  discovery  which  determines  or 
y  settles  the  mineral  character  of  the  claim  as  "chiefly  valuable";  but 
Jnat  it  must  necessarily  be  the  old,  original  rule  of  discovery  which 
was  always  provided  for  the  dlscoverv  of  minerals  in  such  amounts  as 
^arrants  a  man  going  ahead  with  nis  work,  because  this  says  that 
ihe  assessment  work,  which  is  only  required  after  discovery,  may  be 
^ne  upon  one  claim  for  five,  provided  it  tends  to  determine  the  oil- 
oearing  character  of  the  adjoining  claims. 

Furthermore,  the  Land  Office  and  the  administration  have  always 
permitted  the  patenting  of  large  groups  of  claims,  and  in  the  patent* 


334  OIL  LEASING   LAND8. 

and  how  the  mining  laws  are  tightening.  These  additional  require- 
ments come  upon  tnese  men  while  they  are  out  there  at  work  and 
new  laws  are  passed,  and  consequently  they  are  caught,  as  we  say, 
between  the  upper  and  the  nether  millstone,  and  they  have  to  come 
down  here  and  ask  for  what  is  called  relief;  but  it  is  not  really  re- 
lief. They  are  merely  asking  to  have  saved  to  them  their  rights 
under  existing  laws  and  the  privileges  and  licenses  that  they  have 
now  under  existing  laws,  and  which  they  had  when  they  went  in  and 
gave  their  time  and  money  to  the  work  of  getting  started. 

One  thing  that  startles  some  members  at  times,  and  I  noticed  it 
here  in  this  committee.  They  seem  to  be  shocked  at  the  number  of 
mining  claims  some  of  us  have,  sometimes  8  or  10  or  more  claims,  and 
that  we  want  a  large  number  of  claims  saved  to  us.  Of  course,  the 
placer  law  says  that  a  group  of  eight  people  may  locate  160  acres, 
and  it  is  sometimes  presumed  that  Congress  thought  that  it  was 
only  intended  that  a  man  should  have  20  acres  of  placer  ground,  or 
that  there  should  be  only  one  claim  of  160  acres. 

In  referring  to  the  difFerent  things  that  causes  us  to  come  here, 
wherever  I  can  I  would  like  to  read  to  you  what  either  the  depart- 
ments have  said  or  what  the  courts  have  said  rather  than  to  merely 
tell  you  that  they  did  say  it,  because  I  recognize  it  that  we  stand  here 
as  a  class  of  people  who  are  seeking  some  relief ^  and  if  somebody 
who  is  disinterested  has  said  for  us  what  we  desire  to  say,  I  think 
it  is  better  that  they  be  permitted  to  say  it. 

On  the  question  of  the  number  of  claims  to  be  held  by  a  single 
individual 

The  Chairman  (interposing).  I  mi^ht  say  that  it  is  of  intense 
importance  to  know  whose  these  people  are  and  the  acreage  they 
are  claiming,  because  one  of  the  main  issues  in  this  matter  is  goinff 
to  be,  when  the  committee  finally  settles  on  this  bill,  the  amount  ox 
acreage  that  is  goin^  to  be  allowed  to  these  people 

Mr.  Schwartz.  Right  in  that  line,  in  the  case  of  the  Consolidated 
Mutual  Oil  Co.  v.  The  United  States  (245  Fed.,  529),  ninth  circuit 
court  of  appeals.  Circuit  Judges  Boss,  of  California,  and  Hunt,  of 
Montana — when  I  give  the  name  of  the  State  of  a  judge  it  is  because 
1  am  using  these  judges  here  to  speak  for  me  rather  than  to  speak 
for  myself;  in  other  words,  I  am  endeavoring  to  show  to  this  com- 
mittee that  the  things  we  ask  are  the  things  that  those  who  are 
not  interested  either  say  we  are  entitled  to  or  say  our  previous 
action  is  in  accordance  with  custom  and  the  invitation  of  Congress 
and  the  policy  of  the  Government. 

The  Chairman.  Just  allow  me  to  interrupt  you  for  a  moment, 
and  I  ask  your  pardon  for  doing  it.  Have  you  in  your  opening 
statement — I  was  unavoidably  absent  when  you  began — incorporated 
any  amendments  that  you  are  advocating,  either  for  yourself  or 
for  .tour  clients,  to  H.  R.  3232  ? 
-    Mr.  Schwartz.  No,  sir ;  I  have  no  clients  here. 

The  Chairman.  Well,  those  whom  you  represent.  It  would  be 
no  discredit  if  you  had. 

Mr.  Schwartz.  I  know  it  would  not 

The  Chairman.  You  are  appearing  here  as  a  committee,  and  I 
have  had  very  many  telegrams  and  letters  from  people  out  there 
saying  you  did  represent  them,  and  what  I  am  trying  to  get  at  is 
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whether  you  have  in  your  testimony  or  whether  you  are  Roing  to 
offer  at  any  sta^e  of  the  proceedings  any  special  amendment  or 
suggest  any  specific  amendment  which  you  want  the  committee  to 
adopt  ? 

Mr.  Schwartz.  No  ;  I  am  going  to  discuss  the  Senate  amendments 
to  the  measure  and  what  specific  amendment  we  have  asked  to  be 
made  to  them;  but  I  will  state  at  this  time  that  we  are  not  bound 
hard  and  fast  to  these  particular  things.  I  would  rather  tell  you 
what  we  need ;  I  would  rather  tell  you  what  is  right  that  we  should 
have ;  and  then  I  am  willing,  and  I  speak  for  all  of  them,  either  to 
have  these  Senate  amendments  or  we  are  willing  to  have  a  recast 
of  section  31,  or  whatever  the  wisdom  of  the  committee  might 
suggest. 

The  Chairman.  I  thought  if  you  had  any  specific  suggestions  we 
could  hear  them  now. 

Mr.  Schwartz.  We  will  probably  come  to  some  before  we  get 
through. 

Here  is  what  the  court  said,  referring  back  to  people  who  have 
made  more  than  one  claim : 

Nor  has  Gongrefls  so  far  fixed  any  Hmit  to  the  number  of  locations  that  may 
be  made  by  the  same  person  or  persons 

Mr.  SiNMOTT  (interposing).    What  case  is  that! 
Mr.  Schwartz.  The  case  of  the  Consolidated  Mutual  Oil  Co.  v. 
The  United  States,  245  Federal,  521 : 

Its  (Congress)  poHcy  having  always  been  to  encourage  the  exploration  of  the 
public  land  and  the  discovery  and  development  of  such  minerals  as  may  be 
found  in  them.  And  It  has  long  been  the  established  law  respecting  such 
claims  that,  where  two  or  more  contiguous  ones  are  held  by  the  same  person  or 
persons,  work  done  In  good  ftilth  on  any  of  them,  or  outside  the  boundaries  of 
either  of  them,  which  directly  tends  to  the  development  or  benefit  of  all  of  the 
claims  for  mining  purposes,  should  be  held  applicable  to  each  and  all  of  such 
claims. 

Now,  Congress,  on  February  12,  1903,  in  passing  the  law  for  the 
doing  of  assessment  work  on  all  claims,  recognized  in  that  law  that 
individuals  held  more  than  one  claim.  The  act  of  February  12, 1908, 
states: 

That  where  oil  lands  are  located  under  the  provisions  of  title  82,  chapter  6^ 
Revised  Statutes  of  the  United  States,  as  placer  mining  claims  the  annual 
assessment  labor  on  such  claims  may  be  done  upon  any«  one  of  a  group  of  claims 
lying  contiguous  and  owned  by  the  same  person  or  corporation,  not  exceeding 
five  claims  in  all :  Provided^  hoicever^  That  said  labor  will  tend  to  the  develop- 
ment or  to  determine  the  oil-bearing  character  of  such  contiguous  claims. 

Now,  that  law  shows  two  or  three  things^  Mr.  Chairman.  It 
shows  that  the  discovery  required  on  an  oil  claim  is  not  a  producing 
well,  necessarily,  and  it  is  not  to  be  a  discovery  which  determines  or 
settles  the  mineral  character  of  the  claim  as  ^^ chiefly  valuable'';  but 
that  it  must  necessarily  be  the  old,  original  rule  of  discovery  which 
has  always  provided  for  the  discoverv  of  minerals  in  such  amounts  as 
warrants  a  man  going  ahead  with  nis  work,  because  this  says  that 
the  assessment  work,  which  is  only  required  after  discovery,  may  be 
done  upon  one  claim  for  five,  provided  it  tends  to  determine  the  oU- 
bearing  character  of  the  adjoining  claims. 

Furthermore,  the  Land  Office  and  the  administration  have  always 
permitted  the  patenting  of  large  groups  of  claims,  and  in  the  patent- 
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ing  they  permit  the  doing  of  some  initial  or  single  work,  and  a  credit 
for  $500  on  each  claim  may  be  allowed.  I  mention  that  merely  to 
show  that  the  department  itself  has  always  recognized  that  chiinis  go 
by  groups.  Another  reason  why  we  come  here  for  relief  is  because 
the  only  law  under  which  you  can  locate  lands  is  the  oil-placer  mining 
law,  and  it  has  worked  some  hardship  upon  the  miner,  and  for  that 
reason  we  ask  for  some  amendment. 

On  page  8  of  the  committee  print  of  departmental  reports  on 
H.  R.  3232  and  S.  2812  Secretary  Lane  says  of  the  placer  law : 

Oil  and  gas  lands  or  deposits  ore  now  subject  to  location  and  entry  under 
the  placer  mining  laws.  These  laws  have  been  generally  unsatisfactory,  both 
from  the  standpoint  of  the  prospectors  and  operators  and  the  Government. 
There  is  nothing  In  the  present  law  to  protect  the  prospector  during  the  pre- 
liminary period  when,  through  the  expenditure  of  large  capital,  he  la  engaged 
in  drilling,  and  the  limitations  as  to  acreage — 

He  refers  to  individual  acreage  in  any  single  claim — 

contained  in  the  existing  laws  ore  also  a  temptation  to  evade  through  the  use 
of  dummy  locations. 

Now,  the  fact  that  there  is  nothing  to  protect  the  prospector,  and 
you  are  going  to  give  him  protection  in  the  permit,  the  same  degree 
of  protection  should  be  given  for  the  existing  location  and  for  that 
reason  we  have  asked  for  "  successive  development." 

In  the  case  of  the  United  States  v.  American  Oil  Consolidated  Co., 
242  Federal,  728,  Judge  Bean,  of  Oregon,  in  the  court's  decision  says : 

Anomalous  as  It  may  seem,  public  land  containing  petroleum  or  other 
mineral  oil  and  chiefly  valuable  therefor,  could  at  date  of  the  withdrawal 
order  be  entered  only  under  the  placer  laws.  No  location  of  a  placer  claim 
valid  as  against  the  (vovernment  could  have  been  made  until  the  discovery 
of  mineral  wlthhi  the  cinlm.  Hence  there  could  have  been  no  such  location 
of  an  oil  claim  until  the  discovery  of  oil.  ♦  •  ♦  There  was  no  law,  State  or 
National,  at  time  of  the  withdrawal,  authorizing  or  requiring  the  marking  of 
boundaries  of  mining  locations,  or  posting  or  recording  notice  of  Intention  to 
locate  a  mining  claim  prior  to  the  discovery,  or  declaring  the  effect  of  such 
notice  or  the  failure  to  give  it. 

And  the  court  later  says  of  the  Pickett  Act,  which  applies  only 
to  the  withdrawn  areas : 

This  was  the  first  legislative  recognition  ever  made  by  Congress  of  any  right 
on  the  part  of  an  occupant  or  claimant  of  oil-bearing  lands  prior  to  the  dis- 
covery of  oil  .therein. 

Mr.  Taylor.  Was  that  decision  appealed  to  the  Supreme  Court? 

Mr.  Schwartz.  No  ;  I  do  not  think  this  one  was. 

Mr.  Kearful.  What  is  the  title  of  the  case? 

Mr.  Schwartz.  United  States  v.  American  Oil  Consolidated  Co., 
242  Federal,  728. 

Mr.  Lenroot.  Is  not  that  North  American  Oil  Consolidated  Co.? 

Mr.  Schwartz.  I  guess  probably  it  is  North  American  Oil  Con- 
solidated Co.    The  stenographer  may  have  gotten  it  wrong. 

Another  controversy  which  exists  -batween  the  courts  and  the 
miners  on  one  side  and  the  departments  on  the  other  is  the  question 
of  discovery,  as  to  what  constitutes  a  discovery,  and  that  difference 
of  opinion  has  led  to  most  of  our  troubles. 

After  I  get  through  with  these  citations  I  will  later  make  some 
reference  to  our  particular  situation  in  Wyoming. 

This  matter  of  discovery,  while  it  is  vital  and  necessary  technically 
under  the  law,  after  all  it  is  not  wise  to  forget  what  the  purpose  of 
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it -was.   In  Lange  v.  Robinson,  128  Federal,  799,  Ninth  Circuit  Court 
of  Appeals,  the  court  said : 

It  must  not  be  forgotten  that  the  object  of  the  law  In  requiring  discovery 
•  •  ♦  is  to  prevent  frauds  on  the  Government  by  persons  "  attempting  to 
acquire  patent  to  lands  not  mineral  in  its  character." 

Quoting  from  Shoshone  Mining  Co.  v.  Rutter,  87  Federal,  801. 

Of  course,  we  all  admit  that  the  lands  we  are  talking  about  are 
mineral,  so  that  the  object  of  the  discovery  is  largely  technical  to 
begin  with.  Now,  the  miner,  and  I  believe  I  can  fairly  say  the  court 
believes  the  discovery  of  oil  or  gas  is  made  when  he  has  discovered 
oil  or  gas  in  such  quantity  as  would  warrant  a  prudent  person  in 
proceeding  with  work  in  the  reasonable  expectation  of  developing  a 
valuable  mine.  Therefore  it  reaches  very  many  of  our  cases  in  very 
many  different  ways,  and  I  want  to  read  from  a  few  of  the  decisions. 
Of  coui-se,  many  of  the  members  who  have  been  here  for  a  long  time 
are  familiar  with  them,  but  others  who  have  not  been  here  so  long 
are  perhaps  not  familiar  with  them,  and  in  any  event  I  would  like 
to  get  them  in  the  record. 

Mr.  Tayix)r.  You  have  not  included  them  in  the  suggested  amend- 
ments you  have  filed  ? 

Mr.  Schwartz.  No,  sir;  that  was  merely  a  letter  to  the  members 
of  this  committee. 

In  the  above  case  of  Lange  v.  Robinson,  Judge  De  Haven  cites  Ne- 
vada Serria  Oil  Co  v.  Home  Oil  Co.,  90  Federal,  673,  that  a  discovery 
of  petroleum  so  situated  as  to  constitute  a  part  of  the  land  is  sufficient 
"^ithout  waiting  to  ascertain  by  exploration  whether  the  ground  con- 
tains the  mineral  in  sufficient  quantities  to  pay."  And  the  court 
adds,  "We  do  not  understand  any  different  rule  is  laid  down  in 
Chrisman  v.  Miller,  197  U.  S.,  313."    Then  the  court  adds  further: 

The  court  in  that  case  quotes  with  apparent  approval  Castle  v,  Worable,  19 
J^nd  Decisions,  455  (that  is  the  Interior  Department  talking),  wherein  the 
Interior  Department  says :  **  When  mineral  have  been  found  and  the  evidence 
8  of  such  a  chai'acter  that  a  person  of  ordinary  prudence  would  l>e  Justified 
^  the  further  expenditure  of  his  labor  and  means,  with  a  reasonable  prospect 
of  success  in  developing  a  valuable  mine,  the  requirements  of  the  statute  have 
wen  met." 

And  in  conclusion  the  court  says  that  other  surface  indications  on 
adjacent  lands  are  relevant  to  the  question  of  discovery. 

In  the  case  of  Caseaden  v.  Bertolis,  162  Federal,  267,  Ninth  Circuit 
Court  of  Appeals,  Judge  Hunt  says  that  "  after  showing  the  actual 
^istence  oi  mineral  in  the  claim  the  prospector,  in  support  of  his 
discovery,  may  show  that  like  mineral  and  geologic  conditions  upon 
other  lands  demonstrated  by  exploration  that  the  mineral  deposit 
^as  valuable." 

Not  that  the  discovery  upon  the  adjacet  lands  makes  the  discovery 
Jpcn  this  land,  but  to  show  the  relation  of  the  mineral  found  upon 
*ne  land  in  question. 

In  Book  V.  Mining  Co.,  Fifty-eighth  Federal,  106,  Judge  Hawley 
8ays: 

When  the  locator  finds  roclc  in  place  containing  mineral  he  has  made  a  dis- 
^^^y  within  the  meaning  of  the  statute,  whether  the  rock  or  earth  is  rich  or 
*^^  whether  It  assays  high  or  low. 
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This  is  quoted  with  approval  by  Judge  De  Haven  in  Nevada  Serria 
Oil  Co.  V.  Home  Oil  Co.,  and  in  another  case  Judge  Hunt  refers  to 
Judge  Hawley's  decision  as  a  classic  in  mining  law. 

In  McLemore  v.  Express  Oil  Co.,  112  Pacific,  59,  there  is  a  dictum 
to  the  effect  that  a  discovery  of  oil  "  is  rarely  or  never  "  made  except 
by  drilling  a  well.  There  was  no  claim  of  a  discovery  in  the  case, 
the  contention  being  that  assessment  work  could  keep  a  claim  alive 
without  a  discovery.  That  was  one  of  Judge  Henshaw's  decisions 
written  a  year  after  he  became  a  locator  in  Salt  Creek. 

In  Bay  v.  Oklahoma  Southern  Gas,  Oil  &  Mining  Co.,  73  Pacific, 
936,  the  Supreme  Court  of  Oklahoma  delivered  a  dictum  that  buckets 
of  oil  in  a  43-foot  well  was  not  a  discovery.  The  case  went  off  on  the 
point  that  the  locator  was  a  "sooner''  and  hence  could  not  initiate 
any  rights  under  his  attempted  location.  The  court  also  said  in  its 
decision  that  it  was  the  first  oil  case  Oklahoma  ever  had. 

In  Weed  v.  Snook,  77  Pacific,  123,  the  California  Supreme  Court 
says: 

The  mere  fiuding  of  surface  Indications,  such  as  seepages,  is  not  ordinarily 
sufficient.    Oil  must  have  been  discovered  within  the  limits  of  the  claim. 

That  is,  a  seepage  is  not  necessarily  a  discovery  unless  it  is  so  situ- 
ated with  reference  to  the  geological  facts  as  to  indicate  that  it  is  a 
part  of  the  claim. 

In  Chrisman  v.  Miller,  197  United  States,  313,  the  Supreme  Court 
says  in  an  oil  case  wherein  the  only  suggestion  of  a  discovery  was 
that  the  witness  saw  a  little  spring  where,  in  hot  weather,  there  was  a 
little  oil  and  a  little  water,  and  nothing  was  shown  as  to  geologic 
conditions,  that  (to  quote  the  court)  "  there  was  not  enough  m  what 
he  claims  to  have  seemed  to  justify  a  prudent  person  in  the  expen- 
diture of  money  and  labor  in  exploitation  for  petroleum." 

The  reverse  of  that  would  be  that  if  there  was  enough  in  what  he 
had  seen  to  justify  a  prudent  person  in  such  an  expenditure,  he 
would  have  had  a  discovery.  And  the  court  further  says  that  where 
the  issue  is  between  mineral  claimants  for  placer  ground  "there  must 
be  such  discovery  of  mineral  as  gives  reasonable  evidence  that  the 
land  is  chiefly  valuable  therefor." 

In  the  case  of  the  United  States  v.  Ohio  Oil  Co.,  240  Federal,  999, 
District  Court  for  the  District  of  Wyoming,  Judge  Riner,  of  Wyo- 
ming, says : 

But  in  all  cases  there  must  be  a  discovery  of  minerals  as  distinguished  from 
mere  indications  of  mineral,  and  this  rule  I  think  applies  equally  to  lode  and 
placer  claims.  In  ascertaining  whether  or  not  a  discovery  was  made,  the  queB* 
tion  in  any  given  case  must  be  determined  with  reference  to  the  special  facts 
and  conditions  shown  to  exist  in  the  particular  mining  district  where  the 
claim  under  consideration  is  located. 

The  fact  is  that  in  Wyoming  the  oil  is  near  the  surface  in  most  of 
the  fields  and  discoveries  are  readilv  made.  In  California  I  under- 
stand  they  are  usually  required  to  go  to  a  considerable  depth. 

Judge  Riner  continues: 

Thus  it  would  not  do  to  say  that  the  discovery  of  seepage  oil  could  not  in 
any  case  constitute  a  discovery;  on  the  other  hand,  it  would  be  equally  erro- 
neous to  say  that  in  every  case  where  seepage  oil  is  found  on  a  mining  location 
It  constitutes  a  discovery.  And  this  rule  accounts  for  some  apparent  differences 
of  opinion  among  the  c(»urts  as  to  what  constitutes  a  discovery. 
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The  facts  in  the  case  were  that  a  small  quantity  of  oil — a  few  drops 
clear  oil — ^had  been  found  in  shallow  holes  and  under  favorable  geo- 
logical conditions.    The  court  proceeds  and  finds : 

The  oil  found  by  them  was  of  sufficient  quaritity  and  quality  to  Justify  a 
person  of  ordinary  prudence  in  making  further  expenditures  of  money  and 
labor,  with  a  reasonable  prospect  of  success  in  developing  a  valuable  deposit  of 
oil,  and  in  this  view  they  are  sustained  by  the  subsequent  development  of  the 
property. 

Now,  a  good  many  of  our  claims  out  there  were  located  by  pioneers 
who  discovered  practically  all  the  lands  that  the  Government  has 
since  withdrawn,  and  they  were  located  in  what  we  call  an  early  day. 
They  were  located  back  in  the  latter  part  of  the  eighties— 1887, 1888, 
and  1889 — and  from  that  time  on  for  10  years.  Some  of  those  early 
locators  conceived  the  idea  of  hauling  oil  b}'  wagon  50  miles  out  to 
Casper  or  Orin  Junction  and  marketing  it,  and  so  they  made  applica- 
tions for  patents  upon  some  of  their  claims;  that  is,  they  had  a  group 
of  claims,  and  out  of  the  group  which  they  had  located  at  certain  times 
they  made  application  for  patent  for  a  few  of  them,  and  in  their 
applications  for  [patent  they  said  to  the  Interior  Department :  ^^  We 
have  discovered  oil  upon  these  claims  by  digging  a  hole  7  feet  wide 
and  20  feet  deep  and  have  found  oil  therein  " — valuable  lubricating 
oil  I  think  thev  call  it — and  with  that  record  and  with  that  state- 
ment of  facts  the  department  issued  the  patents  to  these  men.  Now, 
in  the  subsequent  years  the  department  came  along  and  withdrew  the 
lands  and  then  said  that  if  the  man  was  not  in  the  diligent  prosecu- 
tion of  work  leading  to  a  discovery  upon  the  remaining  claims  he 
lost  them,  and  they  lapsed  into  a  withdrawal. 

The  Chairman.  After  a  patent  had  been  issued? 

Mr.  ScHWABTz.  I  say  the  remaining  claims  upon  which  they  had 
been  doing  their  assessment  work  every  year.  Now,  the  idea  of  the 
department  to-da^,  so  far  as  you  can  get  an  expression  of  opinion 
from  the  men  in  it,  is  that  you  have  practically  got  to  have  an  oil 
well  that  is  producing  oil  in  commercial  quantities  before  you  have  a 
discoveiy. 

Mr.  Taylor.  Does  the  Interior  Department  pay  any  attention  to 
the  decisions  of  the  Federal  courts  on  what  the  law  is  as  enacted  by 
Congress? 

Mr.  Schwartz.  Well,  you  know  I  claim 

Mr.  Tatlor.  Actually  and  seriously. 

Mr.  Schwartz.  Well,  "  I  claim  my  privilege."  I  was  inside  the 
Interior  Department  for  13  years. 

Mr.  Tayix)r.  They  sometimes  seem  to  me  to  be  endeavoring  to 
evade  those  decisions  or  giving  them  a  narrow,  technical,  and  harsh 
construction  that  neither  the  courts  nor  Congress  ever  intended, 
rather  than  fairly  enforcing  them. 

Mr.  Schwartz.  Another  question  we  have  out  there  is  this  dummy 
locator  question,  but  they  are  not  as  thick  as  the  chairman  suggested 
the  other  day,  when  he  said  we  had  one  on  every  fence  comer. 

I  want  to  call  your  attention  here  to  Secretary  Lane's  statement  in 
the  committee  print  of  departmental  reports  on  H.  B.  3232  and 
S.  2812.    On  page  25  the  chairman  calls  for  data  concerning  "  dummy 
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entry  and  other  irregularities,"  and  in  giving  the  data  Secretary 
Lane  concludes : 

These  questions  have  arisen  more  as  a  matter  of  erroneous  judjcment  than  of 
Irregularity. 

I  merely  mention  the  fact  that,  as  a  rule,  there  is  not  attached  to  the 
word  "  dummy,"  in  connection  with  oil  locations,  the  sinister  meaning 
that  is  attached  to  it  in  connection  with  many  other  forms  of  entry, 
like  timber  entries,  homestead  and  coal  entries,  etc.,  and  the  men 
whom  the  department  may  have  called  dummies  were  not  dummies 
in  fact.  The  usual  departmental  rule  in  determining  what  consti- 
tutes a  dummy  is  to  determine  whether  one,  while  undertaking  to 
hold  an  interest  in  a  mining  claim,  allows  a  lease  of  it  without  having 
done  anything  toward  developing  it.  In  mining  camps  and  communi- 
ties and  in  the  oil  fields  the  population  is  migi'atory,  with  men  com- 
ing and  going.  They  are  an  enthusiastic  lot  of  fellows.  If  they  were 
not  they  would  not  be  out  there.  They  go  in  and  make  locations, 
and  then  45omebody  among  them  after  a  while,  if  things  do  not  come 
fast  enough,  concludes  that  he  will  go  on  further,  and  surrenders  his 
location  to  somebody  else.  Many  of  those  men  have  been  called 
dummies  who  were  never  dummies  in  any  sense  of  the  word.  The 
only  reason  why  they  were  called  dummies  was  because  these  people 
left  the  country,  and  the  only  reason  why  they  did  not  keep  their 
locations  was  because  they  simply  quit  before  the  locations  were  fully 
developed.  Now,  I  think  the  department  recognizes  that  and  I  think 
that  is  the  reason  why  Secretary  Lane  has  said  in  his  report  that 
relief  should  be  granted  to  claimants  who  succeeded  to  dummy  lo- 
cations. 

The  Chairman.  The  actual  working  of  it  is  that  some  oil  company 
is  formed  that  wants  to  acquire  a  lot  of  land.  Of  course,  they  expect 
to  drill,  or  we  will  assume  that  they  are  proceeding  in  good  faith. 
Now,  wnat  they  do  is  to  get  hold  of  eight  persons  who  make  locations 
upon  160  acres  here,  there,  and  everywhere 

Mr.  Schwartz  (interposing).  No,  sir;  that  is  not  the  way  they 
work  at  all.  Those  claims  were  located  before  the  company  was 
formed,  before  there  were  any  companies  formed,  and  a  great  many 
of  those  who  are  charged  with  being  dummies  were  located  as  pioneers. 

The  Chairman.  Not  in  Wyoming.  Nothing  was  done  here  until 
within  the  last  two  years, 

Mr.  Schwartz.  Yes,  sir;  nobody  charges  that  there  were  any  dum- 
mies there 

Mr.  Lenroot  (interposing) .  How  do  you  get  claims  now  ?  We  will 
assume  that  a  company  is  formed  for  the  purpose  of  developing  oil; 
how  would  that  company  get  its  right  to  any  particular  piece  oi 
land? 

Mr.  Schwartz.  It  usually  gets  a  lease  on  some  claims. 

The  Chairman.  Mr.  Lenroot  wants  to  know  how  it  is  done  on  Gov- 
ernment land.  We  will  suppose  that  they  undertake  to  acquire  land 
under  the  placer  law ;  what  do  they  do?  Let  us  get  on  the  record  a 
statement  of  just  exactly  what  is  done.  We  will  say  that  three  mem- 
bers of  this  committee  form  a  company  and  want  to  get  land.  What 
would  they  do?  Just  track  the  customary  steps  that  are  taken  to 
acquire  the  land. 
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Mr.  Schwartz.  You  would  locate  160  acres  in  placer  locations,  and 
you  would  proceed  to  develop  it. 

The  Chairman.  Would  they  not  organize  and  make  locations,  and 
then  have  five  more  people  to  file  on  locations,  and  then  file  on  those, 
and  keep  on  going  in  that  way  t 

Mr.  Schwartz.  No,  sir ;  they  have  not  all  done  that.  That  is  very 
exceptional. 

The  Chairman.  How  many  have  not  done  that?  The  number 
that  have  not  done  that  is  less  than  the  number  that  have  ? 

Mr.  Schwartz.  No,  sir;  not  5  per  cent  of  the  claims  located  in 
Wyoming  have  been  done  that  way,  and  if  anybody  went  out  there 
and  investigated,  they  would  see  that  that  had  not  been  done. 

The  Chairman.  You  do  not  undertake  to  tell  the  committee  that 
a  company  comprising  eight  men  stops  at  160-acre  tracts? 

Mr.  Schwartz.  No,  sir;  but  you  said  that  you  three  men  would 
organize  your  company,  and  then,  when  you  said  that  you  would 
locate  your  160-aere  tracts,  you  said  the  company  would  say,  "  We 
will  get  five  other  people  to  locate  160  acres,"  and  then  you  said 
thev  would  go  and  round  up  five  dummies 

The  Chahiman  (interposing).  Let  us  go  back  and  consider  just 
what  actually  happens :  How  many  oil  companies,  roughly,  are  there 
in  Wyoming  acquiring  public  lands  under  the  placer  law? 

Mr.  Schwartz.  I  do  not  know  of  any. 

The  Chairman.  What  is  that  you  say  ? 

Mr.  Schwartz.  I  do  not  know  of  any. 

The  Chahiman.  You  do  not  know  of  any  who  are  acquiring  land 
under  the  placer  law  ? 

Mr.  Schwartz.  No,  sir.  They  arc  developing  lands  under  leases 
from  locators,  or,  at  least,  some  of  them  are  locators,  but,  as  a  rule, 
the  companies  doing  the  development  work  are  not  the  locators. 

Mr.  Lenroot.  How  do  those  locations  upon  which  those  companies 
make  leases  come  to  be  made? 

Mr.  Schwartz.  Well,  there  is  a  demand  for  oil,  and  there  is  a 
community  out  West  that  is  seeking  to  develop  the  West.  They 
see  this  demand  for  oil,  and  then  go  out  and  look  for  oil.  They  look 
out  for  the  likely  places  in  which  to  find  oil.  They  associate  them- 
selves in  groups  or  eight,  as  a  rule,  and  make  their  locations.  Then 
they  get  gasoline  rigs,  and  they  cut  into  the  shales,  or  what  are  sup- 
po^^d  to  be  the  oil-bearing  shales,  and  make  the  discoveries.  They 
do  that  on  the  locations,  and  if  they  all  make  enough  discoveries 
they  go  ahead  and  develop -the  land,  but  if  they  do  not  make  enough 
discoveries  they  will  lease  the  land  to  some  corporation  to  develop 
the  land,  or  they  may  organize  a  corporation  among  themselves,  or 
they  may  organize  a  corporation  and  sell  the  claims. 

Mr.  LdENRooT.  How  do  those  citizens  or  locators  get  any  informa- 
tion that  will  enable  them  to  decide  whether  the  lands  are  oil-bearing 
hinds,  or  not  ? 

Mr.  Schwartz.  They  go  out  and  make  examinations  of  the  land. 

Mr.  Lenroot.  Do  you  mean  that? 

Mr.  Schwartz.  I  really  mean  that,  and  that  is  the  fact. 

Mr.  Lenroot.  Now,  I  want  to  ask  you  if  it  is  not  the  fact — and  I 
do  not  mean  to  say  that  it  is  an  illegitimate  thing — ^but  is  it  not  a 
lact  that  these  oil  companies,  or,  at  least  the  larger  ones,  have  their 
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geologists  constantly  looking  over  these  lands,  and  from  the  reports 
of  their  geologists  that  certain  lands  are  possibly  oil-bearing  lands, 
is  it  not  the  practice  to  notify  citizens  in  the  community  that  those 
lands  are  possibly  oil-bearing  lands,  and  that  if  they  will  locate  upon 
them,  these  companies  will  take  leases? 

Mr.  Schwartz.  No,  sir ;  that  is  not  the  fact. 

Mr.  Lenroot.  I  have  been  so  told.  Now,  I  do  not  say  that  there  is 
anything  illegitimate  in  that 

The  Chairman.  Mr.  Schwartz,  you  know  a  great  deal  about  this 
business,  both  theoretically  and  practically,  and  you  ought  to  go  into 
it  with  the  committee  with  great  franfiness.  I  know  how  oil  is 
located,  and  so  do  you ;  I  have  located  it,  and  so  have  you ;  I  know 
what  they  do  in  locating  oil  lands,  and  so  do  you ;  and  I  want  you  to 
tell  the  committee  just  how  you  so  about  it.  I  want  you  to  explain 
to  the  committee  exactlj^  what  they  do  in  acquiring  land,  and  how 
they  seek  to  acquire  land.  I  could  give  the  information  myself,  but 
you  are  the  witness,  and  I  want  ^ou  to  explain  it.  Now,  give  the 
record  the  benefit  of  that  explanation. 

Mr.  Taylor.  I  wish  you  would  go  into  the  details  of  this  matter, 
because  some  people  just  assume  that  everybody  out  there  is  work- 
ing or  scheming  for  some  big  corporation.  I  wish  you  would  clearly 
show  just  what  the  facts  are,  so  that  the  committee  can  intelligently 
determine  just  who  are  acting  in  good  faith  and  who  are  not,  if  any 
are  not. 

The  Chairman.  Let  him  answer  the  questions  that  have  been  asked 
him.    He  knows  the  answers  to  them  and  I  know  them. 

Mr.  Taylor.  Please  go  into  the  details  of  all  these  oil  operations, 
Mr.  Schwartz,  because  us  western  Members  know  that  there  is  a  very 
erroneous  impression  in  some  quarters  in  regard  to  this  whole  oil 
business  in  the  West. 

Mr.  SiNNOTT.  I  wish  you  would  explain  whether  the  claimant  or 
entryman  has  to  make  an  affidavit  of  nonalienation  and  that  the  entry 
is  made  for  his  own  use  and  benefit,  or  anything  like  that. 

Mr.  Schwartz.  No,  sir;  he  does  not  have  to  do  that. 

Mr.  Lenroot.  My  questions  in  regard  to  making  the  leases  do  not 
imply  that  they  were  necessarily  illemtimate. 

Mr.  Schwartz.  No,  sir;  but  they  do  not  happen  to  do  it  that  way. 

Mr.  Lenroot.  What  do  these  geologists  do?  Do  they  scour  all 
over  this  country  in  Wyoming? 

Mr.  Schwartz.  Mr.  Kice  testified  here  that  his  company  desired 
to  secure  some  leases  in  Wyoming,  and  Mr«  Ball  testified  that  they  had 
some  scouts  out  there,  and  from  that  testimony  it  appears  that  they 
examined  records  and  things  like  that.  I  was  out  in  the  field  last 
fall  and  stopped  at  an  oil  camp  for  a  few  days,  and  scouts  of  the 
Koxana  Co.  came  out  there.  They  had  copies  of  some  old  records 
of  locations,  and  they  had  their  surveying  instruments,  surveying 
out  that  land  and  looking  it  over..  They  went  back  to  Casper,  and 
I  have  no  doubt  that  when  this  bill  passes  they  will  drive  permittee 
stakes  on  that  land. 

Mr.  Lenroot.  Here  is  a  geologist,  or  several  geologists,  represent- 
ing this  company :  Now,  when  the  geologists  find  what  they  believe 
to  be  oil-producing  land  on  the  public  domain,  what  do  they  then  do? 
Does  the  geologist  report  his  conclusions  to  his  company? 
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Mr.  ScHWAETz.  I  will  answer  that  in  another  way.  I  do  not  know 
about  that.  It  is  not  within  my  experience  that  companies  have  any 
geolo^sts  out  scouring  unexplored  or  unentered  land,  but  it  is  my 
experience  that  they  scout  and  look  over  located  land,  and  look  over 
lands  within  withdrawals. 

Mr.  Lenkoot.  Are  those  scouts  acting  independently,  or  are  they 
in  the  employ  of  some  corporation? 

Mr.  Schwartz.  I  think  they  would  be  employed  by  a  corporation. 

Mr.  Lenroot.  Are  they  locating  land  ? 

Mr.  Schwartz.  No,  sir;  I  do  not  think  so. 

Mr.  Lenroot.  When  these  scouts  find  oil-bearing  land,  what  do 
they  do? 

Mr.  Schwartz.  I  do  not  know.  If  I  was  a  scout  and  found  public 
land  of  that  kind  where  there  was  oil,  I  would  gather  up  some  fel- 
lows and  say  to  them,  "  Here,  boys,  I  have  found  something  good, 
and  if  we  develop  it  we  will  make  some  money." 

Mr.  Lenroot.  If  a  scout  were  scouting  for  a  company  and  working 
for  a  salary,  and  made  that  sort  of  discovery,  do  you  think  that  he 
would  locate  it  for  his  own  benefit? 

Mr.  Schwartz.  He  might.  What  I  am  trying  to  tell  you  is  that 
I  do  not  know  of  any  scouts  or  geologists  who  are  going  about  can- 
vassinff  unentered  public  land. 

Mr.  Lenroot.  I  did  not  make  any  distinction  between  that  and  in 
looking  for  oil  in  other  areas. 

Mr.  Schwartz.  All  that  I  can  tell  you  is  that  it  is  not  my  experi- 
ence that  they  examine  unentered  public  land.  The  scouts  for  com- 
?anies,  as  I  understand  it,  run  behmd,  and  do  not  do  any  pioneering, 
'hey  go  scouring  over  the  section  to  see  what  the  men  have  got, 
and  to  see  whether  or  not  in  their  opinion  the  discoveries  are  worth 
developing  and  whether  or  not  they  should  take  leases  upon  such 
land,  or  they  may  try  to  buy  it.  But  I  do  not  understand  that  any 
company  is  seeking  through  scouts  to  locate  on  public  land  or  that 
they  are  using  them  for  the  purpose  of  finding  public  lands  in  order 
<hat  they  may  locate  them  through  dummies.  1  do  not  understand 
that  that  is  the  practice  at  all. 

Mr.  Lenroot.  You  do  not  think  that  there  are  geologists  going 
over  the  State  of  Wyoming  primarily  for  the  purpose  of  finding 
where  there  are  oil-bearing  lands? 

Mr.  Schwartz.  There  may  be. 

Mr.  Lenroot.  It  does  not  make  any  diflference  to  them  whether  it 
is  public  land  or  any  other  land  ? 

Mr.  Schwartz.  It  would  depend  on  what  their  employment  was. 

Mr.  Lenroot.  You  say  that  you  do  not  know  of  any  case  where 
an  oil  corporation,  through  its  geologists  or  scouts,  is  having  reports 
made  as  to  land  being  possibly  oil-bearing  land,  and  then  giving  that 
information  to  certain  gentlemen — ^it  may  be  done  legitimately,  and, 
of  course,  I  do  not  know  that  it  is  not  legitimate — and  then  having 
those  ^ntlemen  to  locate  upon  those  lands  with  an  agreement  to 
lease  them  to  the  employer  of  the  geologists? 

Mr.  Schwartz.  No,  sir;  I  do  not.  I  know  that  quite  frequently 
claims  are  located  which  are  almost  inunediately,  or  shortly  after- 
wards, leased. 

Mr.  Sinnott.  Would  that  agreement  to  lease  be  a  valid  one? 
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Mr.  Schwartz.  That  is  in  controversy.  I  do  not  know  whether  it 
is  valid  or  not  to  make  an  agreement  to  lease  before  you  make  tho 
discovery,  but  I  think  it  is. 

Mr.  Lenkoot.  If  he  made  it  on  behalf  of  the  locator 

Mr.  Taylor  (interposing).  I  ask  that  the  witness  be  permitted 
to  go  on  and  answer  my  last  questions  and  make  his  statement  with- 
out further  interruption. 

The  Chairman.  Before  he  does  that.  I  would  like  to  have  him 
make  a  statement  in  re-^ponse  to  the  auestion  I  asked  him  nwhile 
ago.  I  wish  Mr.  Schwartz  would  explain,  step  by  step,  just  what  is 
done  in  acquiring  these  lands.  I  do  not  know  of  anybody  who  can 
do  that  so  well  as  Mr.  Schwartz. 

Mr.  Schwartz.  Do  you  wish  to  ask  me  further 

•  The  Chairman  (interposing).  I  want  you  to  outline  for  the  record, 
step  by  step,  just  what  a  company  does  m  order  to  acquire  lands.  I 
want  you  to  follow  out  the  processes,  step  by  step,  from  the  minute 
the  location  is  staked  out,  through  all  the  stages,  including  the  filing 
of  the  locations  with  the  register  of  deeds,  stating  what  they  do, 
how  they  lease  the  land,  how  they  dispose  of  their  property,  and  how 
they  do  the  drilling. 

Mr.  Taylor.  I  would  like  to  have  him  proceed  with  a  statement  of 
what  the  actual  facts  are  on  the  ground  before  any  company  does 
anything.  I  am  more  concerned  about  the  individuals,  the  locators, 
and  small  associations,  the  poor  men,  the  little  fellows,  rather  tlian 
the  big  companies  that  are  formed  afterwards.  Of  course  the  big 
companies  are  entitled  to  the  protection  of  all  their  lawful  rights. 
What  I  mean  is  that  they  can  usually  take  care  of  themselves.  But 
there  are  many  thousands  of  good  citizens  that  are  not  represented 
here  by  eminent  counsel. 

The  Chairman.  They  form  companies  when  they  file  these 
claims 

Mr.  Schwartz.  Not  always. 

The  Chairman.  They  form  associations. 

Mr.  Taylor.  A  lot  of  these  lands  were  located  by  local  people  in 
good  faith  10  or  15  years  ago. 

The  Chairman.  A  lot  of  them  were  not. 

Mr.  Taylor.  They  are  interested  or  involved  in  this  proposition. 

The  CHAIR3IAN.  There  are  very  few  of  them  that  were  not  located 
within  the  last  few  years. 

Mr.  Taylor.  True^  many  of  them  have  been  located  within  the 
last  few  years. 

The  Chairman.  Have  not  all  of  these  claims  been  located  practi- 
cally within  the  last  few  years?  There  was  no  oil  activity  in  Wyo- 
iniufi;  until  within  the  last  few  years. 

Mr.  Schwartz.  A  large  majority  of  them  were  located  within  the 
last  few  years.  There  have  been  withdrawals  of  lands  located  for 
many  years;  oil  mining  has  been  carried  on  there  for  25  or  80  years. 

The  (yHAiRMAN.  That  is  a  small  matter. 

Mr.  Schwartz.  It  is  not  so  small  as  you  think. 

The  Chairman.  How  much  oil  was  produced  in  Wyoming  five 
years  ago? 

Mr.  Schwartz.  I  do  not  know  anything  about  the  production  of 

oil  in  Wyoming  then. 
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The  Chairman.  It  was  not  much,  or  you  would  have  known 
about  it. 

Mr.  Schwartz.  That  does  not  necessarily  follow. 

The  Chairman.  How  much  was  produced  there  four  years  ago  ? 

Mr.  Schwartz.  I  do  not  know. 

The  Chairman.  How  much  was  produced  there  three  years  ago  ? 

Mr.  Taylor.  Let  me  say  this,  that  in  my  home  county,  Garfield 
County,  Colo.,  I  and  other  friends  of  mine  located  oil  claims  and  oil- 
shale  claims  25  years  ago,  and  also  again  about  10  years  ago.  Year 
after  j'ear  those  men  have  gone  out  and  restaked  those  oil  shales, 
and  in  some  cases  they  have  often  done  their  annual  assessment  work. 
They  have  not  produced  any  oil  in  commercial  quantities,  although 
they  have  spent  large  sums  of  money  and  have  suffered  ^eat  hard- 
ship ;  but,  at  the  same  time,  they  have  held  on  to  their  locations.  They 
have  been  doing  the  work  necessary  to  hold  the  claims  for  years  and 
years.  Many  of  them  have  kept  up  their  work.  Some  of  them  are 
farmei-s,  some  railroad  men,  and  men  in  all  occupations,  and  they 
certiinly  have  legal  and  equitable  rights  that  should  not  be  ruthlessly 
taken  away  by  Congress  or  the  Department  of  Justice. 

The  Chairman,  Of  course,  we  do  not  want  to  debate  that  now. 

Mr.  ScHWARi'z.  I  would  prefer  to  go  on  and  talk  about  these 
claims.  May  I  give  a  complete  statement  of  the  court  proceedings 
and  the  situation  of  the  claims? 

Mr.  TayIiOr.  Does  the  Interior  Department  follow  these  decisions 
of  the  Federal  courts  in  regard  to  oil  lands?  Can  a  man  rely  upon 
Uiefcie  decisions  referred  to,  or  expect  them  to  be  enforced  by  the  In- 
terior Department? 

Mr.  Schwartz.  No,  sir;  he  can  not. 

Mr.  Taylor.  They  do  not  enforce  those  decisions  of  the  Federal 
courts,  or  follow  them  ? 

Mr.  Schwartz.  I  want  to  show  the  difference  between  the  depart- 
ment's view  and  the  view  of  the  courts.  The  temporary  petroleum 
withdrawal  of  September  27, 1909,  reads  as  follows : 

In  aid  of  proposed  1eei«*1i>tlon  afTectlns:  the  use  and  disposition  of  the  petrolenm 
<IepoRits  on  the  public  domain,  all  public  lands  in  the  accompanying  lists  are 
hereby  temporarily  witlidrawn  from  all  forms  of  location,  settlement,  selection, 
filing,  entry,  or  disposal  under  the  mineral  or  nonmlneral  public-land  laws.  All 
locations  or  claims  existing  and  valid  on  this  date  may  proceed  to  entry  in  the 
usual  manner  after  field  investigation  and  examination. 

That  was  the  withdrawal  order. 

In  the  recent  case  of  the  Consolidated  Mutual  Oil  v.  The  United 
States,  245  Federal,  526,  the  Ninth  Circuit  Court  of  Appeals  said : 

It  Is  insisted  on  behalf  of  the  Government  that  the  exemptions  from  the 
order  of  the  President  therein  provided  can  not  be  properly  held  to  apply 
10  any  land  upon  which  at  the  time  of  its  promulgation  no  mineral  had  been 
discovered,  even  though,  as  In  the  present  cases,  the  land  had  been  located 
under  and  by  virtue  of  the  mining  laws,  its  boundaries  properly  marked  on  the 
fsround,  and  the  assignee  of  the  locator  then  in  its  bona  tide  actual  possession, 
actually  engaged  in  seeking  mineral  therein. 

That  was  the  position  of  the  Government,  and  that  is  the  reason 
^hy  a  great  many  men  did  not  go  on  with  their  work  when  the 
withdrawal  was  niade.    Many  of  tnem  stopped  their  work. 
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I  read  again  from  the  case  of  the  United  States  v.  North  American 
Oil  Consolidated,  242  Federal,  728,  Judge  Bean  rendering  the  de- 
cision : 

The  withdrawal  of  1909  came  without  notice  and  without  giving  interested 
parties  an  opportunity  to  be  heard.  •  ♦  •  There  was  no  statutory  law 
protecting  the  explorer  against  the  Government  or  giving  him  any  vested 
right  against  it,  even  that  of  occupation,  although  he  was  In  possession  by 
its  invitation  and  under  its  promise,  implied  if  not  expressed,  to  permit  him 
to  retain  possession  and  acquire  the  benefits  of  the  dscovery,  If  it  should 
subsequently  be  made.  For  the  Government,  under  these  circumstances,  to 
have  summarily  dispossessed  and  ousted  such  occupants  or  claimants,  con- 
fiscating the  results  of  their  labor  and  improvements,  would  have  been  a  great 
hardship,  if  not  a  positive  wrong.  It  was  recognized  that  if  the  withdrawal 
order  was  valid  (a  question  then  undetermined)  the  Interests  of  such  parties 
were  probably  destroyed,  and  their  expenditures  lost,  unless  relief  was  af- 
forded; and  hence  Congress,  in  recognition  and  confirmation  of  their  righti, 
as  recognized  by  the  local  laws,  and  the  moral  obligations  of  the  Government, 
inserted  the  proviso  in  the  act  of  June  25,  1910,  for  their  benefit,  and  in  view 
of  the  existing  conditions  made  known  to  it  at  the  time.  It  Is  remedial  legis- 
lation, and  should  be  construed  to  carry  out  the  intention  of  Congress.  Whether 
it  was  intended  to  reward  an  occupant  or  claimant  engaged  in  the  work  of  a 
discovery  at  the  date  of  a  previous  withdrawal,  and  who  continued  therdn 
in  defiance  thereof,  and  to  penalize  one  so  engaged,  but  who  stopped  his  work 
out  of  regard  for  the  order  until  he  could  lawfully  proceed,  or  whether  it  was 
intended  to  require  continuous  diligence  after  the  passage  of  the  Piclcet  Act. 
is  not  clear. 

I  read  that  to  you  because  it  shows  the  uncertainty  that  surrounded 
the  man  who  had  a  claim  at  that  time. 
Mr.  SiNNOiT.  What  is  the  date  of  Judge  Bean's  decision) 
Mr.  Schwartz.  June  7, 1917. 
Now,  the  Pickett  Act  of  June  25, 1910,  reads  as  follows : 

The  right  of  any  person  who  at  the  date  of  any  withdrawal  order  herein- 
l)efore  or  hereafter  made  is  a  bona  fide  occupant  or  claimant  of  oil  or  gas-bearing 
lands,  and  who  at  such  date  is  in  the  diligent  prosecution  of  work  leading 
to  discovery  of  oil  or  gas  shall  not  be  affected  or  impaired  by  such  order  so 
long  as  such  occupant  or  claimant  shall  continue  in  tlie  diligent  prosecution 
of  said  work. 

Now,  it  is  the  opinion  "of  the  Interior  Department  that  if  a  man  has 
a  group  of  claims  and  is  at  work  upon  one  of  them,  acting  with  a& 
honest  purpose  and  contemplating  the  improvement  of  all  of  them, 
and  that  he  was  in  continuous  occupation  and  diligently  working  all 
of  them,  they  were  all  protected.  The  Department  of  Justice,  how- 
ever, takes  the  view  that  he  would  have  to  be  at  work  on  each  claim; 
that  is,  that  he  must  have  such  work  in  progress  which,  if  physically 
continued,  would  lead  to  discovery. 

Mr.  Lenroot.  Did  not  the  court  of  appeals  hold  the  same  view 
that  the  Interior  Department  did? 

Mr.  Schwartz.  Yes,  sir;  but,  unfortunately,  the  Attorney  Gen- 
eral does  not  accept  that  decision. 

Mr.  Lenroot.  1  supposed  the  Attorney  General  would  have  to 
yield  to  the  courts? 

Mr.  Schwartz.  He  will  probably  take  another  appeal  and  go  on. 

Mr.  Lenroot.  Does  the  Department  of  Justice  hoia  that  there  can 
not  be  a  group  development? 

Mr.  Schwartz.  Yes,  sir;  I  understand  that  is  what  the  Depart- 
ment of  Justice  holds.  This  case  in  the  Two  hundred  and  forty-fifth 
Federal 
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Mr.  Lenboot  (interposing).  If  you  have  anything  on  that  ques- 
tion, I  would  be  glad  to  have  you  put  it  in  the  recoro,  showing  what 
the  theory  of  the  Department  of  Justice  is. 

Mr.  Schwartz.  The  Ninth  Circuit  Court  of  Appeals  in  the  case 
of  the  Consolidated  Mutual  Oil  Co.  v.  The  United  States  (245  Fed., 
526)  says  this  of  the  Pickett  Act : 

By  that  act,  which  was  obviously  a  remedial  statute,  and  therefore  to  be 
literally  construed  to  effect  its  object,  Congress  expressly  gave  to  the  good 
fiaith  occupant  or  claimant  of  either  oil  or  gas  bearing  lands  who  at  the  date 
of  the  act  was  **  in  diligent  prosecution  of  woric  leading  to  a  discovery  of  oil 
or  gas,  a  status.  That  the  appellants  were  at  the  time  of  the  act  in  the  actual 
and  exclusive  possession  of  the  lands  here  in  controversy  and  in  the  diligent 
prosecution  of  work  on  one  of  two  contiguous  claims  for  the  benefit  of  both 
as  well  as  other  contiguous  ones  in  the  effort  to  discover  oil  thereon,  which 
contiguous  work  resulted  in  the  discovery  of  oil  on  each  of  the  quarter  sections 
bere  iovolved  in  large  quantities,  clearly  shown,  and  that  the  appellants  con- 
Unued  from  the  date  of  the  passage  of  said  act  "  in  diligent  prosecution  of  said 
work"  is  admitted.  We  therefore  regard  it  as  clear  that  the  appellants  also 
come  within  the  express  provisions  of  the  act  of  June  25, 1910. 

Now,  the  Eighth  Circuit  Court  of  Appeals  in  the  case  of  United 
States  V.  Grass  Creek  Oil  &  Gas  Co.  (236  Fed.,  481),  says  of  the 
Pickett  Act  proviso: 

In  our  opinion  when  a  citizen  of  the  tJnited  States  enters  upon  public  lands 
for  the  purpose  of  discovering  oil  or  gas,  takes  possession  of  the  land  by 
placing  a  caretaker  thereon  while  he  is  taking  proper  steps  to  obtain  the  ma- 
terial necessary  for  the  work  of  constructing  the  camps,  enters  into  contract  for 
drilling,  acting  as  expeditiously,  as  possible  in  erecting  camps,  preparing  for 
drilling,  spends  money  and  enters  into  contracts  whereby  he  becomes  liable 
for  sums  of  money  to  prosecute  the  work  leading  to  the  discovery  of  oil  or  gas, 
and  as  soon  as  possible  by  the  exercise  of  proi)er  'diligence  beginis  the  work  of 
drilling,  and  continues  it  diligently  and  expeditiously  until  oil  is  discovered  in 
qnantitieSv  he  is  within  the  protection  of  tiiis  proviso. 

The  court  then  says,  it  is  claimed  by  the  Government,  that  the  de- 
fendant— 

Was  not  a  bona  fide  occupant  or  claimant  of  these  lands,  in  the  diligent  prose- 
cation  of  work  leading  to  the  discovery  of  oil  or  gas  on  May  6,  1914,  when  the 
order  of  withdrawal  was  made.  It  is  claimed  that  actual  drilling  operations 
were  not  commenced  until  July  1,  1914,  on  the  northwest  quarter,  and  on  July 
3lt  1914,  on  the  east  half  of  the  southwest  quarter,  and  that  until  the  actual 
drilling  was  begun  there  was  no  prosecution  of  the  work  within  the  meaning  of 
the  act  of  Ck>ngress.  We  are  of  the  opinion  that  this  is  too  narrow  a  view  to 
talte  of  the  statute. 

That  shoiT^s  the  view  asserted  by  the  Department  of  Justice. 

I  wish  to  show  the  reason  why  the  individual  claimant  has  not  been 
liere  before  you  before.  It  is  because  the  actual  production  of  oil, 
outside  of  one  or  two  fields,  had  not  taken  place  until  the  last  few 
years,  and  up  to  that  time,  while  you  were  considering  this  bill,  they 
either  had  not  been  organized  and  were  not  working,  or  were  not  in 
existence.  That  is  the  reason  why  they  have  not  been  here  before. 
So  far  as  the  individual  claimants  that  were  in  the  withdrawals 
were  concerned,  some  of  them  came  down  here,  and  they  merely 
asked  to  have  inserted  in  the  previous  acts  of  relief  that  were  passed 
a  provision  that  a  lease  should  be  granted  in  the  case  of  an  adverse 
claim.  In  other  words,  where  they  had  an  adverse  claim  and  they 
believed  that  the  claim  was  good,  they  did  not  ask  for  relief. 

Now,  we  have  asked  for  an  increased  acreage.  We  have  asked  to 
have  2,5W  acres,  and  there  has  been  a  controversy  as  to  what  is  the 
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proper  acreage.  One  of  the  reasons  why  we  ask  to  have  that  increased 
acreage  is  because  the  surface  is  such  that  it  is  difficult  to  tell  where 
the  oil  pools  are.  While  a  smaller  acreage  would  be  all  right  in  a 
proven  field,  in  outside  areas  a  man  with  a  small  acreage  would  net 
be  likely  to  be  able  to  determine  where  the  oil  deposit  was.  As  a  re- 
sult he  would  only  have  one  or  two  wells.  Mr.  Leslie  Miller,  who 
has  had  considerable  experience  on  the  land  board  of  the  State  of 
Wyoming,  is  here  and  will  speak  upon  the  question  of  acreage. 

The  individual  claimants  out  there  who  are  now  operating  are 
operating  as  a  rule  through  stock  companies.  Thev  either  organize 
stock  companies  or  they  Tease  to  corporation  which  are  stock  com- 
panies and  the  corporations  develop  the  lands ;  and  it  is  because  the 
business  is  now  so  organized  and  because  it  would  be  unfair  to  dis- 
rupt the  existing  business  organizations  out  there  that  we  have  asked 
that  the  limitations  upon  the  right  to  hold  more  than  one  lease  or 
several  leases  do  not  apply  to  the  existing  companies.  These  com- 
panies are  drilling,  some  of  them,  in  four  or  five  different  fields,  and 
if  you  limit  them  now  to  2,560  acres  as  a  total,  they  could  not  go  on 
with  their  work,  and  it  would  simply  mean  the  destruction  of  them. 

Mr.  Taylor.  Tell  them  why.  They  could  not  afford  the  investment 
and  could  not  afford  to  give  it  the  attention,  time,  and  expense  nece«?- 
sary  merely  for  one  well  or  for  one  hole ;  is  that  the  idea  ? 

Mr.  Schwartz.  Yes;  the  fact  is  that  the  chance  of  getting  oil  in 
wildcat  territory  is  so  speculative  that  if  a  company  was  to  advertise 
that  it  merely  had  a  single  acreage  at  some  place  in  some  one  wildcat 
dome  and  enaeavored  to  sell  stock  or  to  get  citizens  or  people  to  invest 
their  money  with  them,  they  never  would  get  any  money  in  the  fii^t 
place,  and  it  would  not  be  a  wise  proposition.  Consequently  the  wild- 
catters try  to  get  in  two  or  three  of  the  more  likely  places,  and  some- 
times four  or  five,  with  the  idea  that  their  losses  in  several  of  them 
may  be  made  up  in  one,  and  also  to  reduce  the  chances. 

Mr.  Taylor.  They  will  then  have  several  chances  to  win  and  get 
back  their  money  ? 

Mr.  Schwartz.  Yes,  sir. 

The  Chairman.  How  much  acreage  would  you  say,  Mr.  Schwartz, 
a  given  company  was  entitled  to,  even  though  they  had  a  larger  area 
already  staked  and  begun  under  the  placer  law? 

Mr.  Schwartz.  I  would  say  that  if  they  might  drill  in  more  than 
one  wildcat  territory  2,560  acres  would  be  a  fair 

The  Chairman  (interposing) .  You  think  they  ought  to  have  2,560 
acres  in  each  dome  f 

Mr.  Schwartz.  Where  they  are  now  drilling. 

The  Chairman.  Suppose  a  good  many  different  companies  are 
drilling  in  a  single  field,  what  would  you  say  then  as  to  a  single  dome? 

Mr.  Schwartz.  I  guess  I  do  not  understand  your  question. 

The  Chairman.  We  have  here  in  the  record,  as  you  doubtless  know* 
the  probable  acreage  of  all  the  different  domes  in  the  different  fields 
in  Wyoming,  and  while  I  have  not  them  before  me,  as  I  recall  they 
run  from  5,000  acres  on  up ;  some  of  them  perhaps  to  smaller  than 
that.  Would  you  think  it  advisable  if  one  company  had  drills  on  each 
of  these  domes  that  would  amount  to  practically  checking  up  all  of 
them,  would  you  still  be  against  any  limitation  whatever  on  the 
acreage? 
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Mr.  ScHWAKTz.  Yes ;  if  the  companies  have  the  lands  located  now 
and  are  at  work,  there  would  be  no  reason  why  you  should  limit  them. 

The  Chairman.  Even  though  they  had  had  no  discovery  ? 

Mr.  Schwartz.  Yes. 

The  Chairman.  And  you  would  allow  a  company  to  complete  their 
claims  and  acquire  patent  under  the  existing  placer  law  to  as  much 
as  2,560  acres  in  every  one  of  those  fields  if  they  have  any  claims 
pending? 

Mr.  Schwartz.  Yes. 

The  Chairman.  Even  though  no  discovery  was  had  and  even 
though  they  had  not  been  able  to  patent  them  under  the  placer  law  t 

Mr.  Schwartz.  Yes;  they  should  be  allowed  to  go  on  and  get  their 
discoveries  as  they  are  now  allowed  to  go  on  and  get  their  discoveries. 

The  Chairman.  Irrespective  of  acreage? 

Mr.  Schwartz.  I  just  suggested  to  you  that  out  of  consideration 
of  3'our  general  policy,  it  mignt  be  that  you  could  limit  them  to  2,560 
acres,  but  there  is  no  reason  in  law 

The  Chairman  (interposing).  In  an  entire  State  or  in  a  single 
dome? 

Mr.  Schwartz.  In  the  particular  oil  chance. 

The  Chairman.  Did  you  hear  the  testimony  of  the  Roxana  people 
here  the  other  day  when  they  contended  that  the  Mid- West  Refining 
Co.  already  held  some  80  or  90  per  cent  of  the  leases  in  Wyoming? 

Mr.  Schwartz.  Yes. 

The  Chairman.  What  do  you  say  about  that? 

Mr.  Schwartz.  I  do  not  think  that  is  true.  However,  there  are 
Mid- West  people  here  who  will  have  the  facts. 

The  Chairman.  You  think  their  statement  about  that  is  inac- 
curate? Is  it  your  understanding  that  they  do  own  a  large  majority 
of  these  several  domes  or  fields? 

Mr.  Schwartz.  No. 

The  Chairman.  What  percentage  would  you  say  they  do  own? 

Mr.  Taylor.  Mr.  Chairman,  that  was  a  suggestion  as  to  the  pro- 
ducing wells,  and  not  as  to  those  that  are  merely  located.  There  is 
a  great  difference  between  a  profitably  producing  commercial  well 
and  a  mere  location  that  is  perfectljr  legal. 

The  Chairman.  They  read  them  into  the  record,  Mr.  Taylor,  and 
the  record  will  show  about  that.  What  would  you  say,  as  a  matter 
of  fact,  they  did  own  in  these  several  domes  out  there? 

Mr.  Schwartz.  I  have  not  the  remotest  idea. 

The  Chairman.  You  have  not  any  figures  either  to  confirm  or  con- 
fute that  statement  ? 

Mr.  ScHWAirrz.  No;  but  from  living  in  Casper  and  knowing  the 
people  and  knowing  the  companies  and  the  general  situation,  as  a 
nian  senses  it,  I  do  not  think  the  Mid- West  has  anything  that  even 
approximates  that  sort  of  a  percentage. 

The  Chairman.  But  you  have  not  cruised  it  or  sent  out  runners  or 
checked  the  records  to  determine  that  ? 

Mr.  Schwartz.  No  ;  I  have  not  done  that.  Thej^  have  a  large  ma- 
jority of  the  production  because  they  have  a  pipe  line,  and  they  were 
the  pioneers  m  there  in  the  development  of  pipe-line  oil. 

The  Chairman.  What  do  you  understand  the  relationship  to  be  be- 
tween the  Mid- West  Refining  Co.  and  the  Standard  Oil  Co.  ? 
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Mr.  Schwartz.  I  do  not  know. 

The  Chairman.  Do  you  know  that  they  are  or  are  not  Standard 

Oil? 

Mr.  Schwartz.  I  do  not  know  whether  they  are  or  not. 

The  Chairman.  What  is  your  understanding  about  it? 

Mr.  Schwartz.  I  just  hear  about  it  like  you  do,  and  the  only  un- 
derstanding I  have  had  is  what  I  heard  here  the  other  day — ^that 
there  was  some  stock-pool  arrangement — ^but  what  it  is  I  do  not 
know.  The  Mid- West  is  here,  however,  and  will  undoubtedly  be  able 
to  give  you  that  information  accurately. 

The  Chairman.  Ye;  have  you  dealt  with  the  royalty  question  yet, 
Mr.  Schwartz? 

Mr.  Schwartz.  No  ;  I  have  not. 

The  Chairman.  Are  you  going  to  later? 

Mr.  Schwartz.  Yes. 

Mr.  Sinnott.  Mr.  Schwartz,  if  it  will  not  interrupt  your  argument, 
is  the  soundness  of  Judge  Bean's  decision  conceded  ? 

Mr.  Taylor.  By  whom? 

Mr.  Sinkott.  Is  it  final  or  is  it  pending  on  appeal? 

Mr.  Schwartz.  Mr.  Kearful  can  tell  whether  they  have  appealed 
or  not. 

Mr.  Kearful.  Jud^e  Bean  has  rendered  several  decisions,  and  I  do 
hot  know  which  particular  one  you  refer  to. 

Mr.  Sinnott.  The  one  relative  to  one  not  acquiring  any  valid 
rights  prior  to  actual  discovery,  and  what  actual  discovery  is. 

Mr.  Lenroot.  Judge  Bean  did  not  so  hold. 

Mr.  Taylor.  No;  he  held  just  to  the  contrary. 

Mr.  Elston.  He  rendered  a  decision  to  another  effect. 

Mr.  ScHAVARTz.  Judge  Einer  rendered  a  decision  as  to  what  con- 
stituted a  discovery. 

Mr.  Kearful.  I  will  say  that  that  case  has  been  appealed  to  the 
circuit  court  of  appeals. 

Mr.  Schwartz.  1  will  now  come  to  these  amendments.  We  have 
asked  in  the  first  place  that  on  page  7,  section  9,  where  you  have  in 
the  present  bill  "  located  within  10  miles  from  any  producing  oil 
or  gas  well,"  that  that  be  changed  to  "  situated  within  the  geologic 
structure  of  a  producing  oil  or  gas  field,"  and  that  the  larger  acreage 
of  a  permit  be  given  to  anyone  who  is  not  within  the  geologic  struc- 
ture of  any  producing  oil  or  gas  well.  My  own  opinion  is  that 
that  is  not  verj^  important,  because  in  the  first  place  I  do  not  believe 
any  permits  will  be  granted  upon  lands  that  are  within  a  proven 
area.  I  do  not  understand  it  is  the  policy  or  the  intention  of  the 
department  to  do  so;  but,  inasmuch  as  the  bill  makes  a  distinction 
between  a  640-acre  and  a  2,560  acre  permit,  we  would  prefer  to  have 
it  according  to  the  geologic  structure,  because  the  geologic  structure 
of  the  field  is  usually  pretty  well  defined,  and  a  wildcat  territory  may 
be  only  2  or  3  miles  away,  and,  consequently,  there  should  bs  no 
reason  why  you  should  be  limited  to  640  acres  merely  because  you 
happen  to  be  within  10  miles  of  a  well  or  20  miles  of  a  well  if,  as  a 
matter  of  fact,  you  are  off  that  structure  and  in  wildcat  territory. 

Mr.  Tatlor.  Mr.  Schwartz,  you  heard  the  examination  here  the 
other  day  concerning  the  practicability  of  the  geologic  structure, 
did  you  not,  and  was  it  not  the  impression  of  the  witnesses  that 
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it  is  a  rather  hazy  and  uncertain  term  and  liable  to  lead  to  litigation 
and  arbitrary  rulings,  etc.? 

Mr.  ScHWABTZ.  ^  I  stated  to  you,  I  do  not  think  it  is  so  im- 
portant, but  I  do  not  believe  it  will  lead  to  that. 

Mr.  Taylor.  I  notice  that  all  these  oil  associations  write  and  wire 
us  to  make  that  change,  but  it  does  look  to  me  as  though  it  is  some- 
what indefinite  and  uncertain  as  to  what  is  a  geologic  structure.  It 
seems  to  me  that  there  is  a  twilight  zone  there  which  would  lead  to 
dispute  and  a  good  deal  of  arbitrary  ruling  and  possibly  litigation, 
expense,  and  delay. 

Mr.  Schwartz.  No ;  I  think  it  is  very  plain.  To  my  mind  it  would 
be  very  plain  what  would  be  the  geologic  structure  of  a  producing 
oil  or  gas  field.  It  would  be  that  structure  which  surrounded  it  and 
which  marked  the  point  where  the  ground  begins  to  dip  away  from 
the  dome  or  anticline,  and  it  is  usually  the  escarpment  or  the  place 
where  the  sands  begin  to  dip  away  and  the  dome  ceases. 

Mr.  Taylor.  Is  that  always  defined  and  those  boundaries  clearly 
marked  before  you  ever  reach  the  stage  of  trying  to  obtain  a  per- 
mit on  it? 

Mr.  Schwartz.  Yes;  in  Wyoming,  which  is  practically  the  only 
remaining  public  land  State  which  this  bill  would  apply  to,  our 
surface  structure 

Mr.  Taylor  (interposing).  We  do  not  admit  that.  We  believe  it 
will  apply  to  Colorado  also. 

Mr.  Schwartz.  Yes;  I  should  have  said  the  Rocky  Mountain 
State.  There  the  surface  structures  are  pretty  well  defined  and  you 
can  tell  where  the  outline  of  the  field  is.  You  can  not  tell,  of  course, 
whether  there  is  oil  in  it,  but  you  can  usually  tell  how  far  the  oil  will 
go,  and  the  structure  is  usually  well  defined.  The  first  thing  a  man 
out  there  will  ask  you,  if  you  have  claims  and  are  trying  to  make  a 
lease, "  Well,  are  you  on  a  structure  ?  "  If  you  are  not  on  a  structure, 
they  are  not  interested. 

Mr.  Elston.  Mr.  Schwartz,  I  do  not  know  whether  we  will  have 
time  at  this  sitting  to  go  into  your  recommendations  in  detail  or  not. 
Do  they  differ  very  widely  from  those  made  by  Mr.  Rice  and  Mr. 
Ball?     You  heard  them,  f  suppose? 

Mr.  Schwartz.  No;  several  of  them  are  almost  identical  with  the 
reconunendations  made  by  Mr.  Rice. 

Mr.  Elston.  Can  you  say  in  a  few  words  what  the  divergence  is 
between  your  recommendations  and  the  suggestions  of  Messrs,  Rice 
and  Ball? 

Mr.  Schwartz.  Yes. 

Mr.  Elston.  I  mean  in  a  general  way,  so  we  can  get  a  general  idea 
about  it  without  going  into  the  details. 

Mr.  Schwartz.  Well,  Mr.  Rice  and  Mr.  Ball  were  not  interested, 
as  I  understood  it,  in  these  relief  provisions  at  all.  They  simply  de- 
sire to  get  a  larfjer  acreage. 

Mr.  Elston.  Then,  in  so  far  as  their  suggestions  apply  to  general 
provisions,  you  are  substantially  in  accord  with  them,  are  you  ? 

Mr.  Schwartz.  Yes;  I  am  substantially  in  accord  with  them,  so 
far  as  their  suggestions  apply  to  the  general  provisions;  but,  of 
course,  I  am  not  m  accord  with  them  in  their  evident  willingness  to 
accept  the  bill  just  as  it  is,  without  any  relief  to  the  existing  claim- 
ants. 
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We  have  asked  for  section  17  of  the  Senate  bill,  which  says  "  that 
the  rights  of  any  person  who  on  the  1st  day  of  January,  1918,  was, 
and  ever  since  has  been,  a  bona  fide  occupant  or  claimant  of  oil  or 
gas-bearinff  lands,  and  who  only  lacks  a  discovery." 

Now,  if  he  only  lacks  a  discovery,  we  ask  that  he  be  permitted  to 
go  on  with  his  work,  and  that  he  be  permitted  to  go  on  under  such 
circumstances  as  the  bill  permits  a  permittee  to  go  on;  in  other 
words,  probably  not  in  the  same  way,  but  this  committee  recognizes 
that  if  the  present  law  is  hard  to  comply  with  and  they  are  going 
to  allow  more  time  to  a  permittee,  and  if  they  are  going  to  allow  a 
permittee  to  hold  2,660  acres  or  a  large  acreage  by  a  single  discovery, 
we  do  not  ask  them  to  do  that  for  us,  but  we  ask  that  we  be  per- 
mitted to  hold  our  lands  and  do  our  work  successively;  that  is,  if  we 
are  out  there  drilling  that  we  do  not  be  required  to  drill  on  each 
claim  at  the  same  time,  and  that  if  we  drill  the  claims  first  one  and 
then  the  other  and  keep  at  the  work  that  we  be  permitted  to  go  on 
with  our  work. 

Mr.  Taylor.  It  is  a  great  economic  waste  to  compel  them  to  drill 
on  every  claim,  is  it  not? 

Mr.  Schwartz.  Yes;  it  certainly  is. 

Mr.  Taylor.  If  they  compel  them  to  drill  on  every  160  acres  they 
may  compel  them  to  drill  on  every  20  acres. 

Mr.  Schwartz.  I  do  not  know  as  to  that ;  but  under  a  strict  con- 
struction of  what  the  Department  of  the  Interior  and  the  Depart- 
ment of  Justice  contend  for  it  would  compel  you  to  drill  on  each 
claim,  whereas  you  could  not  do  work  on  one  claim  after  another. 
When  this  passes  you  would  only  be  entitled  to  go  on  and  maintain 
your  claims  under  the  existing  law,  and  to  that  extent  we  ask  relief. 
We  ask  to  be  permitted  to  do  that  work  successively. 

Mr.  Taylor.  Could  not  that  language  be  construed  so  as  to  make 
them  do  that  on  each  20  acres? 

Mr.  Schwartz.  No ;  of  course,  it  could  be  construed  that  way,  but 
it  would  not  be  construed  that  way:  and  the  courts  have  said,  as  to 
the  160  acres,  that  if  held  by  an  association  of  eight  it  is  one  claim. 

The  Chairman.  So  you  want  to  be  relieved  from  the  rigidity  of 
the  placer  law,  which  now  requires  work  on  each  160  acres? 

Mr.  Schwartz.  If  you  are  going  to  repeal  it  and  start  in  on  a  new 
system,  we  want  to  be  permitted  to  do  our  work  successively  on  those 
claims. 

The  Chairman.  Do  you  think  the  committee  would  be  justified 
in  putting  a  provision  of  that  kind  in  this  legislation  ? 

Mr.  Schwartz.  Yes. 

Tlie  Chairman.  On  what  theory? 

Mr.  Schwartz.  I  probably  did  not  make  myself  clear.  When  you 
spoke  of  the  rigidity  of  the  present  placer  law  I  had*  more  in  mind 
the  departmental  construction  of  it. 

The  Chairman.  Of  course,  the  existing  placer  law  requires  the 
man  to  find  oil  on  each  one  of  those  claims  or  he  can  not  hold  them. 

Mr.  Schwartz.  Yes;  I  understand  that;  and  the  courts  have 
said 

The  Chairman  (interposing).  There  is  no  provision  for  bundling 
together  numerous  160-acre  placer  claims. 

Mr.  Schwartz.  No. 
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The  Chaibman.  But  you  now  want  that,  is  that  it? 

Mr.  Schwartz.  No;  I  do  not  want  it  in  that  sense. 

The  Chaibman.  That  is  what  it  would  amount  to. 

Mr.  Taylor.  Under  the  present  law  assessment  work  and  develop- 
ment work  can  be  done  on  one  claim  for  five. 

Mr.  Schwartz.  The  present  law  is  that  you  may  locate  several 
claims  and  may  hold  them  in  a  group. 

The  Chairman.  For  development  purposes? 

Mr.  Tatlor.  Yes:  is  not  that  true? 

Mr.  Schwartz.  What  is  that? 

Mr.  Tatlor.  That  under  the  law  of  1903  development  work  can 
be  done  on  one  claim  for  five. 

Mr.  Schwartz.  Yes;  not  before  discovery,  but  the  assessment 
work.    They  recognize  that. 

The  Chairman.  By  what  strain  of  the  imagination  did  they  do 
that  ? 

Mr.  Tatlor.  By  direct  authority  of  an  express  act  of  Congress  of 
February  12,  1903  (32  Stats.,  825). 

The  Chairman.  Was  there  an  act  of  Congress  to  that  effect? 

Mr.  Schwartz.  Yes. 

Mr.  Elston.  That  was  referred  to  as  the  act  of  1903? 

Mr.  Schwartz.  Yes;  that  is  the  act  of  Congress  which  says  that 
work  may  be  done  on  one  claim  for  a  group  of  five. 

Mr.  Lenroot.  That  is  an  entirely  different  proposition  in  principle. 
That  involves  the  proposition  of  allowing  assessment  work  after  dis- 
covery. And  it  has  nothing  to  do  really  with  combinations  prior  to 
discovery. 

Mr.  Schwartz.  No  ;  but  it  was  a  recognition  that  that  is  a  proper 
method  of  determining  the  oil-bearing  character  of  five  claims,  by 
doin^  work  upon  one  of  them. 

Mr.  Lenroot.  That  is  true — ^after  discovery. 

Mr.  Schwartz.  Yes. 

Mr.  Lenroot.  But  that  has  nothing  to  do  with  the  question  of 
whether  the  drilling  upon  one  claim  shall  constitute  sufficient  dili- 
gence to  cover  drilling  upon  another,  when  the  drilling  upon  one 
may  have  no  omnection  whatever  with  the  drilling  upon  some  other 
claim. 

Mr.  Elston.  Mr.  Chairman,  in  connection  with  the  statements  of 
Mr.  Ball  and  Mr.  Bice,  they  submitted  definite  amendments  referring 
to  different  provisions  in  the  bill.  They  proposed  the  amendments 
and  then  explained  them,  and  I  am  of  the  opinion  that  we  would  save 
lots  of  time  if  Mr.  Schwartz  pursued  the  same  course.  Then  we  could 
refer  to  the  text  of  the  bill  ns  he  proceeded  with  his  statement. 

The  Chairman.  The  chair  would  suggest  to  everybody  who  has 
nsked  for  a  hearing  that  suggestions  be  submitted  in  connection  with 
II.  R.  8232,  because  the  committee  is  trying  to  perfect  that  bill.  The 
suggestion  is  made  that  Mr.  Schwartz  prepare  some  definite  amend- 
ments to  the  b'll.  and  when  he  is  ready  with  them  the  committee  will 
hear  him  further. 

(Thereupon,  the  committee  proceeded  to  the  consideration  of  other 
business,  after  vrlvch  it  adjourned  to  meet  to-morrow,  Tuesday,  Feb- 
ruary 12, 1918,  at  10  o'clock  a.  m.) 
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Committee  on  the  Public  Lands, 

House  or  Representatives, 
Tuesday,  February  IS,  1918, 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEHEirr  OF  MB.  H.  H.  SCEWAKTZ— Besamed. 

The  Chairman.  Gentlemen,  Mr.  Schwartz  has  suggested  to  me  that 
there  are  a  few  matters  he  wants  to  present  and  would  like  to  proceed 
for  15  minutes  without  interruption,  if  that  is  agreeable  to  the  com- 
mittee. 

Mr.  Schwartz.  Mr.  Chairman,  I  would  like  first  to  give  you  an 
outline  of  four  different  methods  in  the  development  of  oil  land  a3 
to  when  the  location  is  made  and  then  as  it  goes  on  up,  and  I  think 
that  is  what  Mr.  Lenroot  had  in  mind  when  he  asked  one  or  two  ques- 
tions yesterday ;  that  is,  how  they  start  and  how  they  finish. 

Mr.  Lenroot.  Yes;  that  is  what  I  had  in  mind. 

Mr.  Schwartz.  I  will  take  first  the  Oil  Mountain  withdrawal,  which 
lies  17  miles  west  of  Casper.  The  original  claims  were  located  in 
1889  by  men  from  Cheyenne,  who  came  about  250  miles  by  wagon  and 
made  those  locations.  Those  claims  were  jumped  about  1895  by  an- 
other set  of  men  from  Cheyenne  and  Lander,  and  they  also  came  over- 
land. In  1909,  of  course,  the  lands  were  withdrawn.  The  New  York 
Oil  Co.  took  a  lease  on  those  lands  on  a  royalty  basis  of  one-eighth, 
as  to  the  lands  that  were  not  in  conflict,  and  as  to  the  lands  that  were 
in  conflict  between  the  two  sets  of  locators  they  gave  one  set  5  per 
cent  and  the  other,  I  think,  about  7j  per  cent,  'fiierefore,  that  is  a 
company  which  is  now  developing  lands  on  old  loctitions  and  doing 
it  by  the  straight  lease  system.  Tne  original  locators  went  in  claim- 
ing oil  discoveries,  and  with  hand  tools  and  other  tools  the  New 
York  Oil  Co.  drilled  a  large  number  of  small  botes  around  there. 

I  have  been  on  the  ground  often  myself,  and  I  can  tell  you  that 
there  are  quite  a  few  small  wells  there  from  60  to  100  feet,  with  2-inch 
pipe,  and  the  oil  comes  out  over  the  top  and  runs  right  along,  and 
from  some  of  them  we  get  four  and  five  barrels  a  day  and  from  one 
of  them  nine  barrels  a  dav.  However,  that  was  merely  for  the  pur- 
j)ose  of  verifying  the  declaration  of  the  old  claimants  that  they  had 
made  a  discovery.  We  are  out  there  drilling  now.  I  can  tell  you 
about  this  company,  because  it  happens  to  be  within  my  ken,  but  I 
can  not  tell  you  about  very  many  companies,  because  I  have  only  been 
in  the  State  about  one  year.  In  that  respect  I  will  read  right  here 
and  now  a  telegram  we  got  from  the  secretary  of  state  at  Cheyenne: 

In  the  last  seven  years  730  domestic  oil  companies  have  been  Incorporated, 
with  n  total  capital  of  $510,000,000;  145  foreign  oil  companies  have  qualified, 
with  $219,000,000  capital. 

Of  course,  that  represents  a  large  number  of  companies  out  there. 
T  do  not  know  about  all  of  them,  but  those  I  do  know  about  I  will  be 
glad  to  tell  you  about.  We  are  drilling  out  there  with  standard  rigs, 
and  this  company,  by  reason  of  taking  the  leases  upon  the  old  loca- 
tion, has  upon  that  particular  structure  about  5,000  acres.  Under 
che  terms  of  this  bill  and  under  the  form  of  relief  we  have  asked  for 
ive  would  be  reduced  to  2,500  acres,  as  I  understand  it,  on  a  single 
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dome,  and  we  would  be  willing  out  of  the  necessities  of  the  case  to 
swallow  that  kind  of  a  situation.  Now^  that  is  one  class  of  straight 
lease. 

Now,  I  will  give  an  illustration  of  the  Virginia  dome.  The  Vir- 
ginia dome  lies  west  of  Caspar,  and  at  this  time  the  Virginia  Oil  Co. 
has  a  lease  upon  everything  within  that  dome  and,  I  think,  a  good 
deal  that  is  without  it  whidi  is  not  any  good  at  all.  However,  they 
have  leases  on  about  8,000  acres.  The  lands  within  the  withdrawal 
were  located  in  1895,  or  along  about  there,  and  again  by  local  men 
in  Wyoming.  In  1916  the  New  York  Oil  Co.  employed  Dr.  Clapp, 
one  of  the  most  eminent  geologists  in  this  country,  to  make  a  geologi- 
cal examination  of  the  Oil  Mountain  dome.  In  going  back  and 
forth  from  Casper  it  was  necessary  for  Dr.  Clapp  to  pass  across  the 
country  which  is  adjacent  to  the  Virginia  dome,  and  Dr.  Clapp  at 
that  time  conceived  the  idea  that  these  lands  outside  of  the  dome, 
were  of  value;  and  Dr.  Clapp  and  one  of  this  oil  associates,  another 
geologist  whose  name  I  do  not  know,  and  six  business  men  in  Casper 
locat^  some  adjoining  lands  immediately  adjacent  to  that  with- 
drawal. I  do  not  know  how  many,  but  the  total  within  the  with- 
drawal and  without  the  withdrawal,  the  old  claims  and  the  new, 
amounted  to  about  8,000  acres.  They  endeavored  to  develop  their 
lands;  that  is,  they  endeavored  to  drill,  and  I  understand  they  did 
buy  a  rig  and  started  to  work,  but  probably  they  did  not  have  suffi- 
cient funds.  They  held  those  claims  about  one  year,  and  in  1917, 
which  is  quite  recently,  the  Virginia  Oil  Co.  was  or^nized  and  it 
purchased  the  old  location  from  the  present  owners.  They  had  been 
transferred  several  times  in  the  meantime.  They  purchased  these 
new  locations  from  the  men  who  made  locations  m  1916.  I  do  not 
know  the  terms  of  the  purchase,  but  I  assume  it  was  paid  in  stock. 
That  is  an  illustration  of  whei*e  a  company  that  is  now  operating 
has  the  ownership  of  the  claims. 

Now,  there  is  another  dome  I  am  familiar  with  called  the  Hamil- 
ton dome,  which  is  up  near  Thermopolis.  The  Hamilton  dome  was 
located  in  1914  by  Dr.  Hamilton  and  his  wife  and  a  Mr.  Guggenheim 
and  his  wife,  and  four  other  citizens  of  Thermopolis.  They  made 
those  locations,  and  among  themselves,  without  any  company  organi- 
zation, they  got  a  rig  and  went  up  there  and  drilled  two  wells.  They 
were  trying  to  reach  the  embar  sand.  They  did  not  get  down  to  oil 
in  any  commercial  quantity,  but  they  say,  and  I  have  no  reason  to 
doubt  it,  that  they  did  get  oil,  and  more  than  mere  indications  of 
oil.  In  1916  those  lands  were  withdrawn.  Now.  adjacent  to  the 
withdrawn  area  are  other  lands  supposed  to  be  oi  some  value,  and 
in  1917  the  adjacent  lands  were  located  by  eifi:ht  persons  who  are 
stockholders  in  a  corporation  known  as  the  Cook  Oil  Co.  The  Cook 
Oil  Co.  was  going  to  develop  those  lands,  but  in  the  processes  of 
perfecting  organization  they  abandoned  that  idea,  and  men  who 
were  not  in  the  Cook  Oil  Co.  and  had  no  relationship  with  it  came 
out  to  Casper  from  New  York,  where  some  of  the  men  of  the  Cook 
Oil  Co.  did  live,  seeking  a  chance  to  develop  some  of  these  Wvoming 
oil  lands,  and  they  organized  a  corporation  known  as  the  Empire 
State  Oil  Co.,  and  the  Empire  State  Oil  Co.  took  leases  from  those 
locators  within  the  withdrawals  who  had  made  locations  in  1914 
and  bought  the  locations  that  were  outside  the  withdrawals.    They 
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{)aid  a  cash  bonus  for  those  inside  the  withdrawals  in  addition  to  the 
ease,  as  I  remember,  of  $8,000  or  $9,000;  and  as  to  the  claims  outside, 
they  bought  those  and  paid  stock  for  them.  Now,  that  is  an  illus- 
tration of  where  a  company  has  both  leases  and  ownership. 

Along  about  1916,  to  give  another  illustration,  a  group  of  men  in 
and  around  Casper,  I  think  about  14,  located  some  unwithdrawn 
lands  south  of  the  withdrawal  that  is  known  as  the  Poison  Spider 
out  there.  There  were  about  14  in  that  aroup,  and  they  located  about 
2,000  acres.  They  put  in  $200  apiece  for  the  purpose  of  testing  the 
lands  and  making  developments,  and  after  they  had  made  their  dis- 
coveries and  had  gotten  that  far  along,  they  endeavored  to  make  a 
lease.  The  lands  at  first  did  not  look  gooa  enough,  and  they  were 
unable  to  make  a  lease,  but  eventually  we  made  a  deal.  I  was  one 
of  the  locators  in  that  case,  and  we  made  a  deal  on  a  fifty-fiftjr  basis, 
and  we  made  the  deal  with  the  Ohio  Oil  Co.;  and  they  are  this  year 
for  the  first  time  doing  what  you  might  call  wild-catting.  Hereto- 
fore thev  have  never  oone  it.  Why  they  are  doing  it  now  I  do  not 
know.  They  may  be  doing  it  because  of  the  necessities  of  the  income 
tax  or  the  excess  war-profits  tax,  but  whatever  their  purpose,  they  are 
doing  it.  So  this  bunch  of  boys  made  a  contract  with  the  Ohio  Co. 
that  the  lands  would  be  drilled  upon  a  fifty-fifty  basis,  the  Ohio  Co. 
drilling  the  first  well  or  the  first  two  wells,  according  to  how  the  con- 
tract may  be  drawn,  free  of  cost,  and  subsequently  the  production 
and  the  expense  to  go  on  fifty-fifty. 

Now,  I  tnink  that  covers  the  four  styles  of  cases  as  far  as  I  know 
them  personally.  Mr.  Leslie  Miller  is  here,  and  he  has  been  clerk 
of  the  State  land  board  at  Cheyenne  and  has  been  in  the  oil  business 
in  Wyoming  since  its  inception,  and  can  give  you  a  great  deal  more 
information  about  the  details  of  various  companies  than  I  can. 

I  now  want  to  say  one  or  two  things  about  the  permit  which  is 

Erovided  for  in  this  bill.  I  think  in  the  first  place  a  permit  ought  to 
e  granted  to  a  man,  as  a  matter  of  course,  it  he  goes  out  and  pros- 
pects and  finds  likely  territory.  As  it  is  now,  he  has  no  right  to  a 
permit.  He  has  merely  a  preferential  right  provided  the  department 
gees  fit  to  grant  a  permit.  Now,  it  is  a  fact  that  to  ^o  out  and  hunt 
up  likolv  territory,  or  something  that  will  warrant  the  time  and  the 
expenditure  of  money  on  the  part  of  the  prospector  and  warrant  the 
Government  in  looking  into  it,  costs  him  money.  A  man  will  go  out 
who  has  some  knowledge  of  such.matters  and  put  in  a  summer  hunt- 
ing for  a  permit  area,  or  if  the  prospective  permittee  is  a  corporation, 
it  will  send  out  a  high-priced  geologist  who  will  go  out  and  look 
over  the  ground  and  see  if  he  can  find  a  permit  area.  Now,  that  will 
be  the  practice,  and  I  think  that  is  what  the  Roxana  people  are  doing 
now.  They  are  out  scouting  now  in  view  of  the  probable  passage  of 
this  bill.  Now,  it  is  my  idea,  thnt  there  ought  to  be  assurance  that 
that  man  will  get  a  permit.  Perhaps  he  will  have  to  spend  $3,000 
or  $4,000  in  finding  a  place,  unless  he  just  happens  to  stumble  on  it, 
and  ho  ou^ht  to  have  a  right  to  get  a  permit  and  not  a  preference 
right  to  a  permit  provided  the  Secretary  grants  one.  In  that  respect 
this  bill  in  its  present  shape  is  a  general  withdrawal  act  It  Avith- 
draws  all  the  possible  oil  lands  in  the  United  States,  because  after  its 
passage  no  man  has  a  right,  acting  on  his  own  initiative,  to  anywhere 
go  and  make  a  location ;  to  anywhere  go  and  get  a  permit.    In  other 
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words,  his  rights  after  the  passage  of  this  act  will  be  identical  with 
the  rights  of  a  man  as  to  malking  a  homestead  on  a  forest  reservation. 

Theoretically,  the  creation  of  a  forest  reserve  does  not  interfere 
with  homestead  rights,  but  no  man  may  go  and  on  his  own  initiative 
secure  a  right  in  a  forest  reservation  to  a  homestead.  He  may  go  out 
and  select  a  piece  of  land  and  come  in  and  make  his  application,  and 
I  think,  quite  generally,  if  the  land  is  agricultural  and  is  not  needed 
for  governmental  purposes,  he  may  get  it. 

Mr.  Tatix)r.  I  think  quite  general^  it  is  the  other  way,  and  he  does 
not  get  it. 

Mr.  Schwartz.  If  he  complies  with  the  rules. 

Mr.  Taylor.  No  ;  it  is  practically  impossible  to  comply  with  their 
rules  and  kaleidoscopic  regulations.  They  don^  want  homesteaders 
in  the  forest  reserves,  and  I  don't  think  over  about  one  applicant  in  a 
hundred  in  Colorado  ever  gets  his  application  allowed. 

Mr.  Schwartz.  Now,  as  to  the  number  of  permits.  I  think  that  a 
person  or  a  company  or  a  corporation  should  not  be  limited  to  one 
permit.  I  do  not  believe  he  should  have  a  free,  roving  commission, 
either  through  his  own  activities  or  through  the  activities  of  an  agent 
or  subsidiary  company,  to  go  out  and  get  permits  indefinitely;  but  I 
think  a  single  person  or  a  single  corporation  or  a  single  business 
organization  should  have  a  right  to  four  or  five  permits,  and  the  coun- 
try is  big  enuogh  so  that  it  is  not  going  to  gobble  up  the  territory  to 
give  it  to  him.  The  business  reason  which  1  have  in  mind  is  that  the 
chance  of  getting  oil  is  so  uncertain  and  so  speculative,  and.  on  the 
other  hanoT  the  chance  of  profit  if  you  do  get  it  is  so  great,  that  men 
take  the  chance;  but  they  not  only  take  a  chance  on  the  money,  but 
at  the  same  time  we  should  consider  the  years  that  are  required  out 
of  a  man's  Kfe  and  the  years  that  are  required  in  a  business  or^raniza- 
tion  in  order  to  develop  a  piece  of  property,  and  for  that  reason  I 
think  they  ought  to  be  permitted  to  drill  in  more  than  one  place  at 
one  time;  and  I  am  not  so  much  interested  in  what  kind  of  restriction 
you  put  upon  them  in  their  drilling.  Sometimes  I  have  thougat  the 
degree  of  diligence  required  by  this  bill  ought  to  be  changed.  It  gives 
a  man  four  months  to  get  ready  and  one  year  to  get  down  600  feet 
and  two  years  to  sink  an  aggregation  of  holes,  and  they  may  all  be 
post  holes,  provided  the  aggregate  totals  up  to  2,000  feet,  and  prob- 
ably that  could  be  made  more  stringent,  although  that  will  be  gov- 
erned largely  by  departmental  regulations. 

The  Chairman.  Do  you  advocate  a  change  of  that  sort,  Mr. 
Schwartz? 

Mr.  Schwartz.  From  my  general  knowledge  of  the  situation  I 
should  say  a  man  should  be  required  to  drill  at  least  500  foet,  and 
until  he  strikes  the  supposititious  oil  or  gas  sand  he  is  drilling  after, 
or  something  of  that  sort.  However,  I  think  that  would  be  covered 
in  the  regulations. 

Mr.  Rakkr.  Mr.  Schwartz,  before  you  pass  the  matter  of  permit, 
will  you  elaborate  a  little  more  on  that?  What  effect  the  bill  would 
have  in  its  present  form  and  the  effect  of  the  language  you  suggest. 

Mr.  Schwartz.  It  gives  four  months  or  six  months  to  get  read . 

Mr.  Raker  (interposing).  I  mean  as  to  the  man  having  a  prefer- 
ence right  to  the  permit  when  he  goes  and  locates  a  claim  or  having 
to  rely  upon  the  discretion  of  the  Secretary  of  the  Interior  to  grant  it. 
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Mr.  Schwartz.  My  idea  is  this:  It  requires  the  expenditure  of 
time  and  capital  to  ^  out  and  find  even  a  wild-cat  territory.  The 
structures  are  sometimes  concealed  and  they  have  to  be  worked  out 
and  the  faults  have  got  to  be  traced  and  the  probabilities  of  oil,  and 
it  always  means  expense  to  determine  intelligently  whether  or  not 
you  want  to  drill.  Now,  as  I  understand  the  bill  at  the  present  time, 
^ou  may  go  out  and  you  may  spend  $5,000  in  endeavoring  to  get  that 
information,  but  under  the  bill  in  its  present  form,  as  I  understand 
it,  vou  do  not  have  any  right  to  a  permit.  You  have  a  preference 
right  to  a  permit  provided  the  Secretary  of  the  Interior  wishes  to 
grant  a  permit.  Now,  we  might  have  a  Secretary  of  the  Interior 
who  would  take  the  position  that  if  a  man  goes  out  and  finds  a  well- 
defined  structure  which  geologically  would  su^^est  the  presence  of  oil 
and  if  it  is  tight  and  there  are  no  possibilities  of  its  leaking  and 
it  is  in  a  general  oil  state,  he  might  take  the  view  that  that  is  proven 
oil  land,  proven  by  its  geologic  condition,  and  he  might  say,  ^'  Well 
this  is  all  right,  but  it  is  not  such  land  as  a  man  should  have  a  per- 
mit on." 

Mr.  Eaker.  Is  it  your  theory  that  the  man  who  would  make  the 
application  for  the  permit  would  have  performed  some  work  or 
expended  some  money  before  he  made  his  application  for  the  permit! 

Mr.  Schwartz.  Oh,  yes. 

Mr.  Raker.  Then,  if  he  should  do  that,  B  might  come  in  and  make 
a  similar  application,  not  having  expended  any  monej ,  and  obtain  u 
permit,  is  that  it? 

Mr.  Schwartz.  No;  if  there  are  two  applicants  and  the  depart- 
ment concludes  to  grant  a  permit,  the  first  applicant  has  a  preference 
right  of  30  days. 

Mr.  Raker.  Well,  I  will  put  it  in  another  way.  If  the  man  who 
had  not  done  the  work  simply  rode  over  the  ground  and  inspected 
it,  horsebaok  or  automobile  or  otherwise,  and  another  man  had  spent 
a  good  deal  of  money  in  investigating,  yet  the  man  who  had  prac- 
tically done  nothing  made  the  first  application,  then  the  other  man, 
whom  we  will  say  would  be  A,  would  lose  if  the  Secretary  so  desired. 
Is  that  the  contention  you  make? 

Mr.  Schwartz.  I  think  that  would  result.  I  am  not  so  sure  about 
that,  however.  I  think  the  right  to  the  preference  begins  with  the 
driving  of  the  stake  in  the  ground  and  following  that  up  by  timely 
application.  Of  course,  if  A  was  out  there  either  by  himself,  if 
he  was  something  of  a  rock  hound,  or  if  he  had  employed  a  geologist 
and  was  tracing  out  the  lines  and  had  not  yet  determined  whether  he 
was  going  to  go  there  or  not,  and  did  not  happen  to  drive  in  his 
stakes  or  set  up  his  monuments  with  an  inscription  on  them,  as  I  be- 
lieve the  law  requires,  and  a  man  went  by  there  in  an  automobile 
and  saw  that  this  geologist  was  spending  a  good  deal  of  time  there 
and  knew  that  he  was  a  competent  geologist,  and  then  drove  a  stake 
in  the  ground  and  came  in  and  made  his  application,  under  the  terms 
of  the  bill  he  would  be  entitled  to  the  preference. 

Mr.  Raker.  The  automobile  man  would  be? 

Mr.  Schwartz.  Yes. 

Mr.  Raker.   And  the  other  fellow  who  had  spent  his  time  anJ 
money  would  not  have  the  preference? 

Mr.  Schwartz.  That  is,  of  course,  provided  they  grant  a  permit  at 
all.    The  Secretary  might  say  in  that  case, "  I  will  not  grant  any  per- 
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mit  at  all/'  But  the  basic  point  is  that  a  permit  should  be  granted  on 
wildcat  territory  upon  application  by  a  person  who  comes  within  the 
proper  scope  of  responsibility  and  does  everything  which  will  be 
required  by  the  regulations. 

Ml*.  Saker.  In  other  words,  if  a  man  had  not  done  anything  except 
to  go  out  and  look  at  a  piece  of  land,  and  simply  said  to  himself, 
"  There  might  be  some  prospect  here,  and  I  will  try  it,"  your  idea  is 
that  upon  making  application  it  should  be  just  like  a  man  who  files 
on  a  homestead  or  any  other  claim,  and  that  he  should  have  that 
right? 

Mr.  Schwartz.  He  should  have  the  absolute  right  to  go  ahead  and 
prospect, 

Mr.  Raker.  Without  any  discretion  in  the  Secretary  of  the  In- 
terior.   Is  that  your  view  ? 

Mr.  Schwartz.  That  is  my  view.  Of  course,  he  would  have  to 
comply  with  all  the  regulations.  But  the  question  as  to  whether  or 
not  that  piece  of  wildcat  territory  should  be  developed  would  be  de- 
termined by  the  man  who  had  spent  the  money  and  was  willing  to 
spend  his  money  to  develop  it,  and  it  should  not  reside  with  the  Sec- 
retary to  say  as  to  whether  or  not  it  should  be  absolutely  prospected 
or  not.  Of  course,  the  basic  idea  that  I  had  was  that  men  will  not 
ordinarily  go  out  and  spend  their  time  and  money  looking  for  some- 
thing if  they  have  no  assurance  they  can  go  on  with  it  after  they 
find  it 

Mr.  Smith.  Can  you  imagine  any  condition  under  which  the  Sec- 
retary would  feel  warranted  in  declining  to  give  a  permit? 

Mr.  Schwartz.  Of  course,  that  touches  upon  the  whole  question  of 
administration.  The  Secretary  acts  mostly  and  usually  upon  the 
reports  that  come  before  him,  and  I  assimie  when  this  bill  gets  into 
operation  when  a  man  makes  an  application  for  a  permit  there  will 
be  a  report  from  somebody  in  the  field  as  to  whether  the  permit 
should  be  granted. 

Mr.  Smith.  What  reason  could  be  advanced  for  not  granting  it? 
That  is  what  I  want  to  know. 

Mr.  Schwartz.  If  we  had  an  administration — and  they  change 
quite  frequently — ^that  was  of  the  opinion  that  there  was  enough  de- 
veloped land  at  the  present  time  and  enough  operating  land  and  that 
this  new-found  territory  might  make  a  valuable  reserve  for  some 
purpose,  or  ought  to  be  reserved  as  a  matter  of  policy,  then  they 
would  not  grant  the  permit.  They  would  hold  it  out.  On  the  other 
hand,  the  granting  of  the  permit  might  be  attended  by  some  expense 
and  time  and  supervision  by  the  Government,  and  some  field  agent 
might  say,  "  There  is  not  the  remotest  chance  on  earth  of  finding  oil 
there,"  and  they  would  turn  the  permit  down  for  the  reason  that 
they  did  not  thing  it  was  worth  while  to  fool  with  it.  On  the  other 
hand,  while  I  do  not  suppose  it  often  happens,  it  is  within  the  scope 
?f  probability  in  my  past  experience  of  15  years  in  the  service,  that 
it  might  be  that  somebody  would  turn  down  a  likely  application,  and 
^t  would  be  denied  and  subsequently  a  new  application  from  sonic- 
bodv  else — a  friend — ^might  be  granted. 

Mr.  Smith.  A  delay  in  granting  or  considering  these  applications 
^ould  be  very  discouraging  to  people  who  were  ready  to  go  ahead 
and  prospect,  would  it  not? 
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Mr.  Schwartz.  Yes ;  and  it  would  discourage  men  from  going  out 
and  prospecting. 

Mr.  Smith.  I  know  that  in  the  case  of  the  enlarged-homestead  law, 
some  applications  have  been  pending  here  for  two  years.  The  appli- 
cants are  ready  to  start  to  plow  immediately,  but  have  had  to  wait 
month  after  month  to  get  the  land  designated,  and  I  should  think 
the  same  delay  might  occur  in  the  case  of  applications  for  permits  to 
drill  for  oil. 

Mr.  Schwartz.  Yes ;  that  is  undoubtedly  true. 

Now,  in  the  matter  of  royalties,  of  course,  the  thought  that  I  have 
at  the  bottom  of  it  all  is  that  the  royalty  should  be  fixed  either  in 
quantity  or  in  grade,  so  that  the  man  will  know  when  he  gets  started 
what  he  is  going  to  have  to  pay,  and  that  would  apply,  whether  it 
was  on  a  straight  royalty  that  would  follow  a  permit  or  whether  it 
was  on  a  lease  that  was  given  any  place  else.  Of  course,  where  you 
have  lands  that  are  now  within  reservations,  I  can  appreciate  thf 
force  of  the  proposition  that  they  have  got  to  be  let  by  competitive 
bidding,  because  their  value  has  been  developed. 

The  Chairman.  Would  not  that  be  true  of  any  proven  field! 

Mr.  Schwartz.  Yes;  and  I  do  not  see  any  escape  from  it, 

The  Chairman.  What  would  you  say  would  be  an  adequate  roy- 
alty in  a  proven  field,  for  instance,  like  Naval  Reserve  No.  2  ? 

Mr.  Schwartz.  I  can  best  answer  that  by  some  experiences  we 
have  had  out  there.  We  have  some  proven  fields  where  the  original 
locators  had  a  royalty  of  12^  per  cent  and  the  lands  then  came  into 
the  hands  of  another  company  and  the  other  company  in  turn  sublet 
their  lease  at  12^  per  cent,  and  therefore,  to  my  mind,  in  a  proven 
field  it  should  be  in  the  discretion  of  the  Secretary. 

The  Chairman.  So  he  could  go  as  high  as  he  wanted  to? 

Mr.  Schwartz.  Yes. 

The  Chairman.  And  in  a  wildcat  territory  at  the  time  of  the 
issuance  of  a  prospecting  permit,  do  you  think  it  ought  to  be  made 
certain  to  the  prospector  as  to  what  rate  he  would  pay  on  oil  in  the 
event  he  get  it? 

Mr.  Schwartz.  Yes. 

The  Chairman.  So  that  would  necessitate  two  provisions  as  to 
royalty — one  a  fixed  royalty  as  to  the  wildcat  lands  suitable  for  op- 
eration under  a  permit,  and  then  a  royalty  to  be  fixed  by  the  Sec- 
retary— which  would  indicate  that  they  would  get  as  much  as  they 
could  on  the  known  or  proven  oil  territory;  is  that  right? 

Mr.  Schwartz.' Yes;  that  is  my  idea.  I  would  maKe  this  addition, 
however,  that  where  there  are  three  or  four  or  more  permit  applica- 
tions in  the  same  geologic  structure,  I  would  st'U  have  it  definite, 
but  I  would  have  tnere  two  fixed  rates.  I  would  give  the  man  who 
first  got  oil  or  gas  a  little  the  best  of  it. 

The  Chairman.  Let  me  ask  you  how  you  would  determine  the 
priori  tv  where  there  were  a  multiplicity  of  applications  for  a  given 
tract  ?  * 

Mr.  Schwartz.  Of  permits? 

The  Chairman.  No;  of  leases.  Would  you  do  it  by  competitive 
bonus  bidding  or  by  biddirg  one  the  rate  of  the  royalty,  or  how 
would  you  determine  the  priority? 

Mr.  Schwartz.  There  are  these  two  features,  and  I  do  not  know 
that  I  have  made  up  my  own  mind  as  to  which  is  the  best 
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The  Chairman   (interposing).  You  recognize   the   necessity    of 
fiomcthing  of  that  sort,  do  you  not? 
Mr.  Schwartz.  The  basis  must  be  competitive  bidding. 
The  Chairman.  Which  way  would  you  do  it  ? 
Mr.  Schwartz.  If  you  were  to  take  it  by  chance,  as  one  of  the 
California    gentlemen   said,   the    Oklahoma  ^'opening"  situations 
would  not  be  a  circumstance;  we  would  then' have  100,000  people  out 
in  Casper. 

The  Chairman.  You  have  worked  on  the  administration  side  of 
this  question  a  good  deal  yourself  and  you  were  familiar  with  that 
end  of  it? 
Mr.  Schwartz.  Yes. 

The  Chairman.  If  you  were  Secretary  of  the  Interior  and  10  men 
applied  for  a  given  oil  area  which  was  held  for  lease  by  the  Govern- 
ment, you  would  feel  the  necessity  for  some  honorable,  honest, 
straightforward  method  of  determinmg  the  priority  and  who  should 
have  it? 

Mr.  Schwartz.  Yes^  my  view  is  that  the  necessities  of  the  case 
would  require  competitive  bidding.  Then  if  I  were  Secretary  I 
would  like  to  have  on  top  of  that  competitive  bidding  the  option  to 
have  them  buy  either  for  cash  or  in  oil  production.  If  it  were  in 
a  field  where  everyone  was  on  the  same  basis,  I  would  be  perfectly 
contented  to  have  the  competitive  part  of  it  in  the  rate  of  the  royalty 
and  be  paid  in  oil.  If  it  was  in  a  field  like  Salt  Creek  at  this  time, 
I  believe  I  would  prefer  to  have  it  competitive  bidding  upon  a  cash 
basis. 

The  Chairman.  Would  not  the  Standard  Co.  get  it  all  if  you  did 
that,  unless  you  had  a  hard  and  fast  limitation  as  to  acreage  ? 
Mr.  Schwartz.  If  your  theory  is  right  that  the  Standard  would 

control  there 

The  Chair^ian  (interposing).  I  am  just  asking  you  the  question. 
Mr.  Schwartz.  I  say,  assummg  that  to  be  the  fact  that  the  Stand- 
ard controlled  Salt  Lake,  then  the  Standard  would  be  sure  to  get 
it  all. if  you  put  it  on  the  basis  of  oil;  more  so  than  if  you  put  it 
on  the  basis  of  cash;  because  the  independent  can  accumulate  the 
cash  and  make  the  bids,  but  you  can  not  compete  against  the  fellow 
who  has  the  refinery  and  a  pipe  line  leading  to  it,  because,  from  my 
general  idea  of  the  refining  business,  although  I  am  not  a  refiner 
myself,  he  could  possibly  give  you  all  the  oil  and  make  his  profit 
out  of  the  refining.    He  could  bid  100  per  cent  in  oil. 

The  Chairman.  Let  me  interrupt  you  a  moment  to  see  if  I  under- 
stand just  where  you  are  leading  to.  You  think  the  applicant 
ought  to  be  given  a  lease  or  permit  for  as  much  as  2,560  acres  in 
each  of  the  several  fields,  and  ought  to  be  allowed  four  or  five  per- 
mits, which  would  be  in  the  neighborhood  of  10,000  acres  in  a  proven 
territory;  and  you  think  the  Secretary  ought  to  have  discretion  as 
^  the  rates  in  a  proven  field  ? 
Mr.  Schwartz.  Yes. 

The  Chairman.  As  I  understand,  you  are  not  ready  to  settle  posi- 
tively on  either  a  competitive  bidding  of  a  bonus  or  the  rate? 
Mr.  Schwartz.  No. 

The  Chairman.  But  you  think  in  certain  cases  the  Secretary 
ought  to  be  given  the  right  to  handle  it  either  way  ? 
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Mr.  Schwartz.  Yes;  that  is  my  idea,  exactly. 

The  Chairman.  And  on  the  wildcat  features,  where  permits  are 
issued — and  I  think  we  may  assume  a  permit  will  not  be  issued  un- 
less it  is  wildcat  territory — where  a  permit  is  issued  that,  of  course, 
indicates  it  is  wildcat  territory,  and  then  you  think  the  rate  ought 
to  be  made  certain,  so  that  the  prospector  would  know  what  he  was 
going  to  pay  in  the  event  he  did  get  oil  ? 

Mr.  Schwartz.  Yes;  and  if  you  have  two  or  three  permittees  in 
the  same  geologic  structure  in  order  to  eliminate  as  much  as  possible 
the  suggestion  of  slackers  which  has  been  made,  which  regulations 
can  not  wholly  overcome,  the  first  man  should  get  a  little  better  rate. 

The  Chairman.  And  that  could  not  be  provided  in  legislation,  but 
probably  could  be  provided  for  in  the  regulations? 

Mr.  Schwartz,  x  es ;  that  could  be  provided  in  the  regulations. 
Of  course,  there  are  a  lot  of  these  things  that  could  not  be  put  in  the 
legislation  but  could  be  taken  care  of  by  the  regulations. 

The  Chairman.  Could  that  be  provided  for  in  the  regulations  and 
work  out  without  being  subject  to  the  charge  of  favoritism  in  grant- 
ing the  leases? 

Mr.  Schwartz.  Oh,  yes ;  I  think  so. 

The  CHAiR3f  AN.  Of  course,  you  know  in  a  proven  field  what  a  tre- 
mendous scramble  there  is  for  leases? 

Mr.  Schwartz.  Yes. 

The  Chairman.  And  the  bidding,  of  course,  will  run  very  high 
either  in  bonus  or  in  rate  in  a  proven  field. 

Mr.  Schwartz.  Yes. 

The  Chairman.  So  you  think  in  order  to  determine  priorities  and 
carry  on  successful  leasing,  whether  it  is  a  royalty  bid  or  a  bonus  bid, 
that  ought  to  be  left  to  the  discretion  of  the  Secretary  ? 

Mr.  Schwartz.  Yes ;  where  it  is  in  a  proven  field.  I  do  not  think 
there  is  any  other  way  to  handle  it. 

Mr.  Taylor.  Mr.  Schwartz,  I  would  like  to  ask  you  a  question 
regarding  the  number  of  leases.  You  have  said  that  a  company 
ought  to  be  allowed  four  or  five  or  half  a  dozen  opportunities  to 
make  a  stake,  or  to  win  out,  because  many  of  them  may  and  usually 
do  prove  failures. 

Mr.  Schwartz.  Yes. 

Mr.  Taylor.  Have  you  thought  about  this  feature  of  the  matter, 
that  while  it  is  true  they  ought  to  be  given  more  than  one  chance,  yet 
if  they  should  strike  a  good  flow  of  oil  in  some  one  of  their  leases, 
have  you  thought  about  the  practicability  of  some  kind  of  an  adjust- 
ment whereby  they  would  be  limited  to  that  one,  and  would  have 
to  release  the  other  four  or  five  chances  which  you  think  they  ought 
to  have  to  get  one  good  well?  In  other  words,  if  they  strifce  it  in 
one  claim,  they  ought  not  to  have  10,000  acres  of  good  oil  land  and 
at  the  same  time  tney  ought  to  have  more  than  one  chance,  in  order 
to  float  a  company  properly  and  take  the  chances  on  doimr  the 
development  work,  and  yet  if  they  strike  it  in  any  one  of  the  leases 
or  permits,  it  would  seem  as  though  that  ought  to  satisfy  them;  or 
at  least  they  ought  not  to  want  to  monopjolize  as  large  a  territory  s^ 
some  of  these  gentlemen  want  to  have  included ;  and  is  there  any 
practicable  way  of  handling  the  matter  whereby  the  other  leases 
would  be  thrown  open  to  competitive  bidding,  or  something  of  that 
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kind  so  they  would  not  be  debarred  from  taking  them,  or  is  there 
any  practical  way  of  electing  between  those  two  extremes — ^that  is, 
between  the  extreme  on  the  one  side  of  the  man  who  wants  10,000 
acres  or  15,000  acres,  or  some  very  unreasonable  amount,  and  the 
sentiment  of  the  department  and  Congress  on  the  other  hand,  and 
yet  give  them  a  sufficient  chance  to  encourage  development? 

Mr.  Schwartz.  I  would  not  take  it  away  from  them  after  they  had 
done  the  work  upon  it.  The  only  method  I  can  think  of  is  this,  that 
if  they  are  developing  two  or  three  permits  that  they  be  given  the 
privilege  of  selecting  which  one  they  would  take  on  the  one-eighth 
basis,  and  as  to  the  other,  that  the  Secretary  of  the  Interior  have  full 
discretion  to  place  the  royalties  at  whatever  he  thinks  proper. 

Mr.  Taylor.  I  was  just  wondering  if  we  could  not  encourage  and 
suitably  reward  development,  and  at  the  same  time  not  allow  anyone 
to  get  too  much. 

Mr.  Schwartz.  If  you  give  a  man  or  company  or  association  the 
rights  to  four  permits,  the  drilling  upon  the  four  permits  to  proceed 
at  the  same  time,  and  if  they  bring  in  oil  on  two  of  them,  there  would 
be  no  harm  if  they  were  given  the  right  or  privilege  of  selecting  which 
one  they  would  take  on  your  one-eighth  basis,  and,  as  to  the  others, 
let  them  pay  whatever  royalty  the  Secretary  of  the  Interior  feels  is 
proper. 

Mr.  Taylor.  Or  go  into  competitive  bidding  for  them  ? 

Mr.  Schwartz.  I  do  not  know  about  that.  I  would  rather  leave 
that  with  the  Secretary  of  the  Interior.  I  would  rather  for  the  man 
to  have  some  assurance  that  he  might  have  the  permit,  and  there  is 
no  other  way  of  giving  him  that  assurance. 

Mr.  Taylor.  If  he  had  that  assurance  as  to  the  2,560-acre  tract, 
would  not  that  probably  be  as  much  as  could  be  fixed  ? 

Mr.  Schwartz.  It  would  satisfy  me,  so  far  as  I  am  individually 
concerned,  either  as  an  advocate  of  the  general  bill  or  as  one  who  had 
struck  oil.    I  would  be  satisfied. 

Mr.  Taylor.  We  must  look  at  it  from  all  different  angles.  We 
vrant  the  oil  developed.  Congress  must  encourage  its  development. 
We  must  have  more  oil,  and  people  will  not  prospect  and  spend  large 
sums  unless  they  can  be  protected.  And  at  the  same  time  we  want  the 
Government  and  its  public  interests  safeguarded. 

The  Chairman.  Following  Mr.  Taylor's  suggestion,  what  harm 
would  there  be  to  have  the  oil  prospector  elect  and  take  certain  tracts 
in  different  sections,  rather  than  take  one  large  area  in  one  large 
lease?     In  other  words,  make  him  elect  which  tracts  he  will  take. 

Mr.  Taylor.  That  would  not  make  any  difference  if  they  could 
only  be  reasonably  sure  of  getting  one  that  was  productive.  If  he 
is  not  a  good  geologist  he  might  not  be  able  to  select  a  good  tract. 
If  they  are  made  reasonably  sure,  that  would  be  an  inducement  to 
them  and  encourage  them,  whereas  if  no  such  provision  is  made,  it 
seems  to  me,  that  development  will  be  seriously  discouraged  and  re- 
tarded a  great  deal,  and  we  want  that  development  to  take  place  and 
increase. 

Mr.  Schwartz.  I  think  it  is  entirely  right  that  they  should  pay 
whatever  they  ought  to  pay  if  the  Secretary  of  the  Interior  were  a 
private  individual  dealing  with  them  at  arm's  length,  but  whether 
or  not  you  should  take  it  away  from  them  I  do  not'know.  It  might  be 
^n  right  to  put  it  to  competitive  bidding. 
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The  Chairman.  Here  is  section  16  on  this  chart.  I  have  not 
counted  them,  but  there  are  at  least  25  or  80  wells  on  the  north  half 
of  section  16.  Now,  if  three  or  four  prospective  permittees  struck  oil 
on  all  of  them,  and  did  extensive  boring  on  that  other  half  section,  un- 
less they  were  limited  one  of  two  things  would  follow — that  is,  they 
would  be  allowed  to  hold  that  extra  land  for  the  purpose  of  boosting 
the  price  up,  or  they  would  sublease  it  to  somebody  eke,  leaving  the 
Government  out.  Would  you  not  be  driven  to  limited  acreage,  so  as 
to  force  them  to  elect  one  of  the  two  things,  and  thus  cut  it  down  to 
an  area  that  Congress  would  be  willing  to  give  to  a  single  applicant? 

Mr.  Schwartz.  I  have  not  thought  of  that  matter. 

Mr.  Taylor.  Have  you  thought  of  the  matter  of  competitive  bid- 
ding, or  a  way  of  getting  between  those  two  extremes? 

Mr.  Schwartz.  I  have  not  thought  of  how  you  could  deal  with  a 
man  in  that  situation — ^that  is,  whether  you  should  take  it  away  from 
him  or  permit  him  to  keep  it,  provided  he  pays  the  price  that  the 
Government  says  he  ought  to  pay. 

Mr.  Taylor.  Do  you  mean  the  excess  permits? 

Mr.  Schwartz.  Yes,  sir;  I  mean  the  excess  permits. 

The  Chairman.  Even  having  all  that  in  mind,  and  having  in  mind, 
also,  the  pioneer  qualities  of  the  finder  of  the  oil,  you  should  still 
have  the  interest  of  the  general  public  in  mind,  to  the  end  that  one 
concern  may  not  get  too  much,  if  a  man  had  four  permits,  or  were 
allowed  to  have  10,000  acres,  which  the  four  permits  would  amount  to, 
in  a  field  like  the  Salt  Creek  field,  or  like  Naval  Reserve  No.  2, 
that  would  be  excessive.  Could  anybody  be  justified  in  giving  a  man 
an  area  of  that  sort  on  the  public  domain?  Of  course,  on  private 
land  it  would  be  different. 

Mr.  Schwartz.  If  you  require  him  to  pay  whatever  it  is  worth. 
that  is  no  argument  to  my  mmd  that  you  are  giving  somebody  some- 
thing, because  you  are  not. 

The  Chairman.  Your  thought  is  that  if  the  Government  gets 
enough  royalty  out  of  it,  it  is  all  right  ? 

Mr.  Schwartz.  Yes,  sir. 

The  Chairman.  But  do  we  not  owe  the  public  something,  and 
should  we  not  try  to  have  a  little  more  competition  and  a  little 
wider  distribution  of  the  natural  resources? 

Mr.  Schwartz.  Yes,  sir;  but  there  would  be  competition  in  the 
searching  for  oil,  and  by  limiting  one  individual  to  4  or  5,  or  3  or  4 
permits 

The  Chairman  (interposing).  But  if  we  gave  all  the  oil  to  the 
man  who  finds  it;  the  man  who  hunts  for  it  and  does  not  find  it 
would  not  become  a  competitor  with  the  man  who  finds  it.  Of  course, 
if  everybody  finds  oil,  the  case  might  be  different,  but,  as  you  know, 
most  prospectors  go  out  barefooted  and  only  a  few  of  them  strike 
oil,  and  they  become  immensely  wealthy.  What  I  have  in  mind  is  to 
be  liberal  with  them  until  they  do  strike  oil,  and  then  be  liberal  with 
them  again,  but  do  not  give  them  the  whole  field. 

Mr.  Schwartz.  The  only  difference  between  you  and  me  is  whether 
you  will  take  the  permit  away  from  the  man,  or  permit  him  to  have 
it,  provided  he  pays  a  proper  price  for  it. 

Mr.  Taylor.  There  is  a  strong  sentiment  in  some  places  now  not 
to  give  the  excess  {)ermits  to  the  prospector,  and  if  he  can  only  get 
one  of,  say  2,560  acres,  would  it  not  be  better  to  divide  it  up  and 
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give  him  four  chances  at  that  amount  rather  than  to  have  him  take 
only  one  chance,  and  then  give  some  other  man  a  chance  at  the  excess 
permits? 

Mr.  Schwartz.  Yes,  sir;  if  you.  repay  him  for  all  the  expense 
he  has  incurred  on  the  other  permits.  A  man  may  have  spent 
$100,000  on  one  •permit  and  $50,000  on  another  permit.  Now,  it 
may  be  that  he  will  get  oil  on  both  of  them,  but  he  might  select  the 
one  on  which  he  had  spent  only  $60,000.  Now,  it  would  not  be  fair 
to  take  that  $100,000  investment  away  from  him,  but  he  ought  to  get 
it  back  somehow. 

Mr.  TATiiOR.  I  see  some  justice  in  that  proposition,  and  it  seems 
to  me  that  if  we  could  have  some  sliding  scale  like  that  and  avoid  an 
arbitrary  limitation  of  one  permit  to  a  prospector  it  would  probably 
encourage  development,  and  it  would  be  a  measure  of  justice  to 
those  who  have  exercised  thrift  and  intelligence  and  perseverance 
and  spent  often  very  large  sums  of  money  in  the  development  of  the 
land.  At  the  same*  time  it  would  give  a  good  fair  chance  to  every- 
body else  concerned.  Of  course  I  am  not  very  much  concerned  about 
the  people  who  are  100  miles  away  or  1,000  miles  away  waiting  for 
somebody  else  to  develop  the  field.  The  pioneer — ^the  "  wildcatter  " 
shdiild  be  encouraged  and  protected,  and  when  he  wins  he  should 
be  oriven  the  best  of  it. 

Mr.  Schwartz.  It  would  be  better  if  the  permittee  or  pioneer 
should  have  the  right  to  drill  in  four  different  places,  even  if  they 
had  to  give  up  all  out  one  tract  if  they  found  oil  in  more  than  one. 
It  would  be  better,  as  I  say,  that  they  be  permitted  to  drill  in  four 
places  and  be  limited  to  one,  because  they  would  have  their  organiza- 
tion, forces,  and  tools.  If  they  could  be  permitted  to  drill  in  four 
or  five  places  and  retain  only  one  of  them  and  give  up  the  others, 
even  if  they  discovered  oil  on  them,  that  would  be  better  than 
limiting  them  to  one  place. 

Mr.  Tatlor.  If  they  did  not  discover  oil,  they  would  probably 
take  a  lease  on  one  of  the  places? 
Mr.  Schwartz.  Yes,  sir. 

Mr.  Taylor.  That  would  be  a  dead  loss,  but  if  they  did  develop 
one  well  or  three  or  four  wells  by  helping  to  make  a  proven  field  it 
^eems  that  there  might  be  some  just  equity  there  in  their  favor. 

Miss  Rankin.  If  they  had  four  prospecting  permits,  and  should 
^et  oil  on  the  first  one,  the  chances  of  going  on  with  the  other  three 
^onld  be  very  small,  would  they  not  ? 

Mr.  Schwartz.  Yes,  madam;  but  what  we  are  asking  for  is  to 
have  the  four  chances  taken  at  the  same  time,  and  the  regulations  and 
the  law  will  require  them  to  work  and  develop  the  four  chances  at 
the  same  time.  In  other  words,  the  regulations  will  require  them  to 
hegin  work  on  all  of  them  at  the  same  time.  They  would  have  to 
he  drilling  on  them  at  the  same  time,  and  the  regulation  governing 
the  permit  would  prescribe  the  degree  of  diligence  with  which  they 
vould  have  to  pursue  the  operations. 

Mr.  TAYiiOR.  They  would  have  to  go  ahead  on  all  of  them  at  the 
^me  time? 

Mr.  Schwartz.  Yes,  sir.  He  now  has  the  right  to  successive  per- 
i^^its;  he  might  exhaust  one,  and  then,  if  that  did  not  exhaust  the 
permittee  himself,  he  might  go  on  to  another. 
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Mr.  Elston.  Or,  if  he  struck  it  rich  on  one,  he  might  abandon  the 
others?    Did  you  hear  Mr.  Thome,  of  Kentucky,  testify? 

Mr.  Schwartz.  No,  sir. 

Mr.  Elston.  He  gave  an  instance  here  of  the  location  by  some 
Kentuckian  of  40  acres  in  the  naval  reserve.  He  testified  that  they 
worked  and  developed  it  prior  to  the  withdrawal,  lind  he  seemed  to 
be  rather  inclined  to  think  that  there  might  be  some  injustice  in 
opening  it  to  lease,  and  he  seemed  to  think  that  it  would  be  rather 
unjust  and  unfair  to  the  original  locators  to  put  the  leases  out  to 
competition  under  rules  to  be  prescribed  by  the  Secretary  of  the 
Interior.  Now,  you  spoke  of  the  competitive  rate  being  the  right 
rate  to  apply  in  a  proven  field.  Do  you  think  it  would  be  right  to 
put  him  in  competition  for  a  tract  like  that  of  40  acres,  except  as  to 
the  existing  wells,  and  ^ve  him  a  preference  as  to  those? 

Mr.  Schwartz.  No,  sir;  if  he  has  any  equities  there,  either  equities 
under  the  law  or  in  morals,  then  he  would  have  the  right  to  the  whole 
40  acres,  provided  he  pays  whatever  the  Secretary  of  the  Interior 
thinks  is  right,  if  the  bill  does  not  fix  the  amount. 

Mr.  Elston.  What  do  you  think  of  the  situation  of  the  person 
who,  perhaps,  has  been  unfortunate,  and  who  probably  has  not  done 
all  that  he  should  have  done  or  has  not  performed  all  of  the  Lgal 
requirements 

Mr.  Schwartz  (interposing).  Of  course,  we  have  been  talking 
here  about  the  making  of  leases  upon  vacant  lands  within  a  proven 
area. 

Mr.  Elston.  Should  those  who  come  in  after  the  original  discovery 
be  permitted  to  leas?? 

Mr.  Schwartz.  Yes,  sir;  I  don't  know  that  they  should  be  per- 
mitted to  come  in  on  the  same  basis. 

Mr.  Elston.  I  think  you  made  that  distinction  in  your  remarks 
between  proven  territory  and  unproven  territory. 

Mr.  Schwartz.  Yes,  sir;  we  were  talking  about  allowing  leases  on 
proven  territory. 

I  find,  Mr.  Chairman,  that  a  committee  to  secure  legislation  is 
like  a  committee  to  formulate  legislation — that  is,  that  they  are 
men  with  various  views.  We  have  not  been  able  to  agree  upon  the 
kind  of  language  that  we  would  like  to  have  you  consider  when 
you  come  to  your  executive  session.  I  would  like  to  say,  however, 
that  the  thought  we  have  is  that  where  there  are  existing  claims 
which  are  either  valid  or  are  invalid,  only  in  so  far  as  they  nave  de- 
fects which  may  be  cured  under  the  present  laws,  those  claims 
should  be  permitted  to  proceed.  A  fair  construction  of  that  section 
31,  where  it  says  "provided  claims  are  valid  and  existant  at  that 
time,"  would  exclude  a  claim  that  might  be  technically  invalid.  As 
you  know,  there  are  many  things  that  render  a  claim  technically  in- 
valid. We  know  that  lawyers  in  making  applications  for  patents 
find  errors,  and  they  cure  them  by  filing  new  locations  because  of 
defects.  Many  mistakes  occur  that  would  make  a  claim  technically 
invalid.  Under  the  decisions  of  the  courts  they  may  be  technically 
invalid,  and  the  gentlemen  who  administer  the  law  will  be  compellecl 
to  treat  them  as  invalid  claims. 

We  feel  that  the  kind  of  claim  that  should  be  entitled  to  con- 
sideration is  not  necessarily  a  valid  one,  but  an  existant  one — ^that  is? 
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the  kind  of  claim  that  the  department  might  take  up  and  look  at — 
and  whether  they  did  anything  for  it  or  not  would  be  another  propo- 
sition. Then,  if  it  were  made  to  apply  to  an  existing  claim  instead 
of  a  valid  and  existent  claim,  the  claimant  would  be  permitted  to 
proceed  and  have  his  claim  maintained  and  perfected  under  the  law. 
Of  course,  if  it  is  a  fraudulent  claim,  it  can  not  bs  maintained  or 
perfected  under  the  law.  We  think  that  provision  should  be  made, 
that  if  it  is  an  existing  claim  the  claimant  may  be  permitted  to  pro- 
ceed and  have  it  maintained  and  perfected  under  the  law.  Now,  that 
would  cut  out  fraudulent  claims,  and  I  presume  that  is  the  kind  of 
claims  you  want  to  cut  out.  You  can  do  that  and  preserve  the  rights 
of  existing  claimants. 

The  second  proposition  that  I  think  should  be  in  the  bill  is  that 
where  an  existent  claim  is  relinquished  a  lease  may  be  granted  to 
one  bona  fide  holder  or  claimant^  or  bona  fide  locator,  or  existent 
claimant — ^that  is,  where  the  claim  has  passed  into  the  hands  of 
bona  fide  holders,  and  they  are  now  at  work  on  the  claim,  doing  the 
assei^ment  work,  or  whatever  may  be  required,  we  think  that  they 
should  be  given  the  status  of  permittees.  1  think  that  as  a  matter  of 
practice  a  large  majority  of  the  existent  claimants  will  accept  the 
status  of  permittees  up  to  2,560  acres,  and  that  will  mean  that  they 
will  come  in  and  relinquish  their  claims  and  go  ahead  under  the 
leasing  bill. 

Mr.  Taylor.  What  proportion  of  those  claims  that  you  are  re- 
ferring to  have  been  patented  ?    Have  any  of  them  been  patented  yet  ? 

Mr.  Schwartz.  No,  sir. 

Mr.  Taylor.  Have  they  allowed  any  patents  under  the  placer  law 
in  Wyoming  at  all  ? 

Mr.  Schwartz.  Yes,  sir;  but  I  can  not  tell  you  how  many  they 
have  allowed.  They  allowed  some  under  the  old  "  pick  and  shovel " 
discoveries. 

Mr.  Tayuor.  When  was  that? 

Mr.  Schwartz.  In  1893,  1894,  and  in  1914,  they  allowed  some 
patents. 

Mr.  Taylor.  Practically  speaking,  they  have  allowed  no  patents 
under  those  old  claims? 

Mr.  Schwartz.  No,  sir.  I  assume  that  the  condition  is  that  the 
Baatter  has  been  held  up,  the  people  thinking  all  the  time  that  pos- 
sibly this  bill,  that  has  been  passed  by  one  house  or  the  other  so  often, 
^ould  finally  be  passed,  and  that  that  would  then  clean  up  the  situa- 
tion. 

Mr.  Taylor.  What  percentage  of  the  claims  in  Wyoming  are  on 
withdrawn  lands,  and  what  percentage  are  on  unwithdrawn  lands? 

Mr.  ScH^VARTz.  I  can  not  tell  you  the  percentages,  but,  so  far  as  I 
Iniow  the  withdrawn  areas,  I  would  say  that  the  larger  acreage  of 
withdrawn  areas  are  located.  The  Salt  Creek  claims  were  located 
many  years  before  the  withdrawal,  and  the  "  Lost  Soldier "  claims 
were  located  in  1914.  That  was  withdrawn  since  they  struck  oil  in 
1616.  ^ 

Mr.  Taylor.  Could  you  give  the  committee,  generally  speaking,  a 
statement  of  the  proportion  or  number  of  claims  on  withdrawn  land 
and  the  proportion  on  land  not  withdrawn  ? 

Mr.  Schwartz.  Well,  on  the  withdrawn  land 
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Mr.  Tati.or  (interposing).  What  percentage  of  those  oil  locators 
are  on  withdrawn  land  to-day,  and  what  proportion  of  them  are  on 
unwithdrawn  lands  on  the  public  domain? 

Mr.  Schwartz.  I  can  not  give  an  intelligent  idea  of  that.  I  worr:'^^ 
say  that  probably  one-half  of  the  withdrawn  lands  are  covered  by 
locations  that,  in  my  opinion,  are  meritorious  and  valid.  The  other 
one-half  of  the  withdrawn  land  is  probably  vacant  or  not  located. 

Mr.  Tatlor.  a  large  number  of  oil  claimants  are  on  land  that  has 
not  been  withdrawn? 

Mr.  Schwartz.  Yes,  sir;  the  great  bulk  of  them  are  on  land  not 
withdrawn. 

Mr.  Taylor.  What  proportion  of  them  are  applying  for  patents 
on  land  that  has  not  been  withdrawn?  Is  anybody  now  applying 
for  patents  on  lands  that  are  not  withdrawn? 

Mr.  Schwartz.  Not  that  I  know  of. 

Mr.  Taylor.  Give  the  reasons,  if  you  can,  why  they  do  not  apply 

for  patents? 

Mr.  Schwartz.  As  you  understand,  I  have  only  been  out  there  a 
year,  but  I  presume  they  do  not  want  to  put  their  heads  into  the 
department's  jaws,  under  the  present  laws,  because  as  long  as  they 
are  going  ahead  and  doing  their  work,  they  are  reasonably  safe. 

Mr.  Taylor.  If  it  is  oil  land,  and  they  have  fully  complied  with 
the  placer  law,  why  don't  they  apply  for  patents,  do  the  $500  worth 
of  work,  and  pay  $2.50  per  acre  for  the  land  and  get  the  absolute 
title  to  the  land  if  they  can? 

Mr.  Schwartz.  There  is  a  feeling  prevalent  throughout  the  West 
that  they  would  not  get  patents.  I  find  that  feeling  to  be  quite 
prevalent.  I  have  heard  many  mining  locators  say  that  they  would 
not  make  applications  for  patents.  I  know  that  that  feeling  does 
exist  and  that  they  do  not  apply  for  patents. 

Mr.  Taylor.  They  feel  that  for  some  reason  or  other  the  depart- 
ment down  here  will  not  carry  out  the  plain  provisions  and  int^t  of 
the  placer  law  regarding  these  old  claims?  Is  it  not  true  that  the 
locators  and  many  of  the  pioneers  who  are  developing  these  oil  lands 
on  the  public  domain  fear,  from  the  actions  of  the  departments, 
especially  the  Department  of  Justice,  that  the  placer  law  and  the 
act  of  February  11,  1897  (29  Stat,  526),  and  the  act  of  March  2, 
1911  (36  Stat,  1015),  will  not  be  construed  as  Congress  intended? 

Mr.  Schwartz.  I  state  this,  not  as  a  matter  of  criticism,  but  as  a 
matter  of  fact,  that  the  same  discoveries  upon  which  the  patents 
were  issued  on  lands  before  withdrawal  apply  to  lands  after  with- 
drawal, when  applications  for  patent  are  made;  but  the  field  agents 
doubtless  report  adversely  and  say  that  the  department  does  not  hold 
that  those  discoveries  are  sufficient.  That  would  be  one  reason  why 
a  man  would  not  apply  for  a  patent,  as  a  rule.  Then,  the  depart- 
ment standards  down  here  are  getting  higher.  The  men  who  have 
conformed  themselves  to  the  old  standards  say  that  they  are  ready 
to  go  ahead  on  that  basis,  and  they  do  until  an  intenrening  with- 
drawal,  or  something  like  that,  marks  them  out.  I  think  the  word 
"  existent "  there  in  paragraph  31  would  at  once  wipe  out  and  pre- 
vent the  consideration  of  claims  which  for  any  technical  reason  had 
been  temporarily  in  default  since  the  first  witndrawal,  because  when 
a  claim  goes  into  default  it  must  be  cured,  and  nothing  can  be  cured 
in  withdrawal. 
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Mr.  SiNNOTT.  Do  you  mean  page  81  of  the  bill? 

Mr.  ScHWAKTZ.  No,  sir;  I  mean  section  31  of  the  House  bill. 
^j^T.  Smith.  Did  I  understand  you  to  say  that  the  department 
:.ould  decline  to  issue  patents  for  locations  on  withdrawn  land  where 
the  locators  had  complied  with  the  law? 

Mr.  ScHWAirra.  No,  sir;  you  did  not  understand  me  to  say  that; 
but  I  said  that  it  was  the  general  impression  and  feeling  among  the 
locators  that  they  would  not  make  application  for  patents  and  that 
they  feared  the  department's  regulations. 

Mr.  Smith.  Why  should  they  fear  them  if  it  is  the  law  ? 

Mr.  ScHWABTz.  That  is  an  old  question  that  we  have  been  fighting 
out  here  ever  since  I  have  known  anything  about  it.  I  have  been  in 
the  land  business  for  25  years,  and  that  has  always  been  a  matter  of 
contest.  Then,  the  standard  required  down  here  in  the  department 
continually  get^  higher;  and  somehow  or  other,  or  for  some  reason — 
I  do  not  know  whether  it  is  due  to  the  general  cussedness  and  dis- 
honesty of  ourselves  or  to  the  inability  down  here  to  see  what  our 
rights  and  equities  are — the  situation  exists  that  claims  are  rejected. 
I  have  l>een  on  both  sides  of  the  matter  and  havo  held  the  garments 
while  Stephen  was  being  stoned :  but,  as  I  say,  for  some  reason  or 
other  there  is  that  lack  of  confidence,  and  whenever  a  man  can  go 
ahead  and  develop  his  property  and  proceed  with  it  without  coming 
to  Washington  he  does  not  come.  Of  course,  sometimes  when  they  are 
changing  the  law,  as  in  the  case  of  the  leasing  bill,  or  something  like 
that,  they  all  come,  because  we  have  got  to  know  what  our  rights  are. 

Mr.  FiNNET.  Is  it  not  true  that  under  the  existing  laws  you  go 
ahead  and  get  the  oil  and  gold  out  of  the  ground  without  paying  the 
Government  for  the  land  ? 

Mr.  ScHWABTz.  That  is  what  we  do  exactly,  and  that  is  the  very 
thing  I  want  to  illustrate.  A  law  is  passed  in  which  you  say,  "  You 
shall  go  and  explore  the  public  lands,  and  if  you  find  minerals  cer- 
tain results  will  follow.''  Now,  we  find  the  minerals,  but  we  do  not 
get  patents  from  the  department. 

One  of  the  most  difficult  situations  to  deal  with  is  where  a  per- 
fectly honest  man  is  prejudiced.  Now,  I  do  not  believe  that  any- 
body's honesty  is  higher  than  that  of  Mr.  Finney.  He  is  probably 
the  fairest  man  in  the  department,  but  he  asked  mc,  "  Is  it  not  true 
that  you  are  getting  all  of  the  oil  and  gold  out  of  the  public  lands 
and  not  paying  for  them  ?  "  In  other  words,  when  we  come  down  to 
the  department  they  deny  the  principles  upon  which  this  country 
^as  based — ^that  is,  that  there  should  be  three  departments,  one  to 
create  laws  and  change  them,  one  to  carry  them  into  effect,  and  an- 
jjther  to  determine  what  a  man's  rights  under  the  law  are.  Now,  we 
have  got  to  come  down  here  before  the  department,  and  we  have  got 
to  have  our  rights  adjudicated  by  men  who  are  interested  on  both 
sides.  We  find  the  commissioners  agent  who  makes  up  the  report 
^nd  the  commissioner  who  prefers  the  charges,  or  who  sijrns  the 
charges,  and  he  decides  the  case.  The  tragedy  of  it  is  that  while 
^e  are  making  every  effort  to  do  what  we  ought  to  do  toward  con- 
serving the  public  resources  the  people  out  in  the  field  perhaps  do 
not  keep  up  wnth  all  that  is  going  on  down  here  in  the  department, 
^here  the  tendency  is  toward  higher  standards;  but  on  the  other 
hand  the  department  can  not  grasp  the  necessities  of  the  men  out  in 
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the  field.  Now,  it  is  for  that  reason  that  I  appeared  before  this  com- 
mittee years  ago  to  get  a  land-court  bill  enacted,  so  that  we  could  go 
before  a  forum  that  had  no  interest,  theoretical  or  any  other  kind,  m 
our  cases.    That  is  the  reason  we  do  not  come  down  here  for  patents. 

Mr.  Lenroot.  On  the  line  you  are  now  speaking,  you  assume  that 
the  Interior  Department  is  prejudiced  and  is  not  giving  those  locators 
a  square  deal.    That  is  a  very  fair  statement  of  it,  is  it  not? 

Mr.  Schwartz.  Yes,  sir;  that  is  about  what  it  amounts  to. 

Mr.  Lenroot.  I  want  to  ask  you  this  question,  whether  you  do  not 
know  that  the  fact  is  to-day  that  the  Department  of  the  Interior  is 
giving  a  more  liberal  construction  to  the  law  than  the  Department 
of  Justice,  which  is  an  entirely  independent  department? 

Mr.  Schwartz.  Yes,  sir;  and  the  tragedy  of  it  is  that  the  Navy 
Department  and  the  Department  of  Justice  are  running  the  Interior 
Department. 

Mr.  Lenroot.  Is  the  Department  of  Justice  also  prejudiced,  in 
your  judgment? 

Mr.  Schwartz.  Yes,  sir;  plus.  That  is  illustrated  in  the  Honolulu 
case.  Secretary  Lane  took  the  broad  view  of  that  act,  and  the  proper 
view,  I  think,  and  had  those  claims  clear  listed.  Undoubtedly  they 
would  have  gone  on  to  patent  except  that  some  other  department  con- 
ceived the  idea  that  the  Secretary  of  the  Interior  was  not  taking  the 
proper  view  of  the  law,  which  law  Congress  required  him  to  ad- 
minister. 

Mr.  Lenroot.  What  I  was  going  to  ask  you  is  this :  If  the  Depart- 
ment of  the  Interior  was  permitted  to  go  on  and  exercise  the  func- 
tions that  are  devolved  upon  it  by  law,  without  interference  from  any 
other  department  of  the  Government,  would  there  not  be  provided 
adequate  relief  in  that  department  ?    .  .        , 

Mr.  Schwartz.  Yes,  sir ;  if  the  policies  did  not  change  from  time 
to  time. 

Mr.  Lenroot.  I  am  speaking  of  the  present  attitude  of  the  depart- 
ment. 

Mr.  Schwartz.  I  think  the  present  attitude  of  the  department  is 
very  liberal  and  very  fair. 

Mr.  Lenroot.  You  think  that  it  is  not  as  subject  to  prejudice  as  it 
used  to  be,  or  does  not  have  the  prejudice  it  used  to  have  some  years 
ago? 

Mr.  Schwartz.  I  do  not  think  that  it  has  the  prejudice  that  it  had 
in  several  past  administrations.  It  has  been  about  as  liberal  under 
one  administration  under  which  I  served. 

Mr.  Lenroot.  Mr.  Schwartz,  with  reference  to  these  prospecting 
permits,  you  think  it  should  be  mandatory  upon  the  Secretary  to 
grant  these  permits? 

Mr.  Schwartz.  In  wildcat  territory ;  yes. 

Mr.  Lenroot.  Now,  if  one  prospecting  permit  is  issued  by  the 
Secretary,  we  will  say  upon  a  dome  in  a  geologic  structure  where  the 
geologists  of  the  department  believe  that  the  prospecting  in  that 
permit  will  develop  the  fact  of  whether  it  is  oil-bearing  territory, 
and  if  oil  is  discovered  it  will  then  become  a  proven  field.  Why 
should  more  than  one  prospecting  permit  be  issued  on  that  geologic 
structure? 
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Mr.  ScHWABTz.  It  should  not.  We  could  arrange  that.  That  does 
not  come  to  my  mind  M^ithin  the  technical  meaning  of  wildcat  terri- 
tory any  more. 

Mr.  Le^^koot.  But  if  this  bill  should  be  so  amended  as  to  make  it 
mandatory  upon  the  Secretary  to  issue  prospecting  permits,  you  can 
readily  see  he  would  be  compelled  to  issue  a  prospecting  permit  for 
every  acre  within  that  geologic  structure. 

Mr.  Schwartz.  That  would  depend  upon  how  the  bill  was  drawn. 

Mr.  Lenroot.  It  would,  if  we  simply  change  this  to  make  it  man- 
datory instead  of  discretionary. 

Mr.  ScHw^ARTz.  Yes;  but  you  could  provide  that  the  initial  per- 
mittee applicant  within  any  wildcat  structure  should  have  an  abso- 
lute right  to  his  permit,  and  the  rest  of  them  would  be  in  the  dis- 
cretion of  the  Secretary,  as  it  is  now.  I  have  no  objection  to  that 
at  all. 

Mr.  Lenroot.  Now,  with  reference  to  sections  16  and  17  of  the 
Senate  bill,  I  would  like  to  get  a  little  more  clearly  in  mind  than  I 
hare  been  able  to  get  so  far  your  view  of  those  sections.  Do  I  un- 
derstand that  you  indorse  and  approve  them  with  some  minor  amend- 
ments? 

Mr.  Schwartz.  Those  sections,  of  course,  were  drawn  long  before 
I  saw  them.  They  were  in  the  bill  and  reported  out  the  first  time  I 
ever  saw  them. 

Mr.  Lenroot.  They  are  the  two  relief  provisions? 

Mr.  Schwartz.  Yes ;  I  know ;  but  what  I  was  going  to  say  is  that 
probably  they  do  not  meet  exactly  what  I  would  do  in  many  cases, 
because  I  did  not  see  them  until  after  they  were  reported  out.  I  will 
say  to  you,  Mr.  Lenroot,  that  I  have  never  specialized  much  on  sec- 
tion 16. 

Mr.  Lenroot.  That  is  one  of  the  very  crucial  questions  before  this 
committee. 

Mr.  Schwartz.  And  the  only  amendment  I  ask  is  that  the  lease 
should  not  be  granted  in  the  face  of  an  existing  right  which  is  in  the 
court. 

Mr.  Lenroot.  You  have  been  discussing  the  provisions  with  refer- 
ence to  liberalizing  the  law  as  to  the  granting  of  patents,  etc.,  and 
that  is  all  involved  in  that  section. 

Mr.  Schwartz.  And  you  want  me  to  make  any  suggestions  as  to 
amendments  ? 

Mr.  Lenroot.  No;  I  want  to  know  whether  you  approve  sections 
16  and  17,  and  if  not,  in  what  particulars  do  you  disapprove  them. 

Mr.  Schwartz.  Well,  I  approve  section  16  provided  it  leaves  the 

royalty  to  the  discretion  of  the  Secretary  of  the  Interior.    If  it  does 

^ot,  I  disapprove  of  it  in  that  respect,  because  the  degree  of  men's 

Mr.  Lenroot  (interposing).  Because  their  equities  would  be  differ- 
ent. • 

Mr.  Schwartz.  Yes;  and  in  section  16  I  would  ask  to  have  in- 
^rted,  after  referring  to  the  fact  that  its  rights  extend  to  men  who 
apparently  entered  upon  withdrawn  lands  prior  to  a  certain  date  and 
produced  oil,  "or  on  claims  initiated  prior  to  withdrawal  thereof 
and  upon  which  oil  or  gas  had  been  discovered,  was  being  produced, 
Of  drilling  operations  were  in  actual  progress  prior  to  January  l, 
1918."  That  is  the  same  language  that  is  in  16  now,  except  that  it  ex- 
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tends  the  same  degree  of  relief  to  men  who  entered  upon  lands  before  I 
they  were  withdrawn  and  who  subsequently  have  developed  oil,  but 
as  to  whom  the  department,  for  instance,  might  say  their  discoveries 
were  not  sufficient,  and  therefore  their  claims  lapsed  in  the  widi- 
drawal  before  they  got  to  drilling. 

Mr.  Lenroot.  x  ou  would  give  them  a  preferential  right  to  lease 
under  section  16,  even  though  no  discovery  had  been  made  ? 

Mr.  Schwartz.  No  ;  I  am  assuming  there  is  a  discovery  there. 

Mr.  Lenroot.  Perhaps  I  misunderstood  your  amendment.  Please 
read  that  again. 

Mr.  Schwartz.  "Or  on  claims  initiated  prior  to  withdrawal 
thereof,  and  upon  which  oil  or  gas  had  been  discovered,  was  being! 

5 reduced,  or  drilling  operations  were  in  actual  progress  prior  to 
anuary  1,  1918." 

Mr.  Lenroot.  That  would  give  them  a  preferential  right  to  lease 
without  discovery,  would  it  not? 

Mr.  TiMBERLAKE.  Providing  drilling  operations  were  proceeding. 

Mr.  Tatlor.  If  they  were  diligently  drilling  or  working  on  their 
claima 

Mr.  Schwartz.  That  was  the  language  of  section  16. 

Mr.  Lenroot.  That  is  not  the  language  of  section  16  in  the  Senate 
bill. 

Mr.  Schwartz.  Then  it  is  in  the  House  bill.  I  copied  that  language 
from  some  existing  bill,  and  I  want  to  say  here  that  some  of  us  ama- 
teurs got  the  idea  that  so  far  as  we  could  conform  our  amendments 
to  amendments  which  had  passed  the  Senate,  it  would  add  weight 
to  them  here,  but  we  are  not  so  enthusiastic  about  it  at  this  time  a$ 
we  were. 

The  Chairman.  Where  is  it  that  you  propose  to  make  that  change! 

Mr.  Schwartz.  Page  13  of  the  House  bill,  in  line  7,  after  tluv 
word  "  ten." 

The  Chair3ian.  You  are  offering  an  amendment  to  the  Senate  bill. 

Mr.  Schwartz.  Yes.  You  understand  the  reason  I  do  that  is  be- 
cause in  this  letter  which  our  committee  sent  to  the  members  of  thia 
conmiittee  we  suggested  that  section  17  be  made  section  10  of  your 
bill,  and  that  is  the  reason  it  comes  up  in  that  sliape. 

Mr.  Lenroot.  You  have  observed,  I  take  it,  Mr.  Schwartz,  that 
under  the  Senate  bill  a  gi'eater  right  will  be  given  to  a  claimant  who 
had  no  discovery  of  oil  than  is  given  to  one  who  had  ? 

Mr.  Schwartz.  I  had  not  observed  that  in  that  way. 

Mr.  Lenroot.  You  slate,  and  T  think  you  are  correct  in  it,  that 
if  this  bill  passes  it  operates  as  a  withdrawal  of  all  lands  under  the 
present  law  except  where  there  are  valid  claims? 

Mr.  Schwartz.  Yes. 

Mr.  Lenroot.  The  Senate  bill  changes  existing  law,  the  placer- 
niining  law,  as  to  claimants  upon  nonwithdrawn  land,  and  would 
give  them  a  patent  where  it  would  not  give  a  claimant  on  withdrawn 
land  a  patent,  although  entering  prior  to  the  withdrawal.  He  would 
have  to  be  satisfied  with  a  lease,  although  the  facts  might  be  identical 
in  both  cases. 

Mr.  Schwartz.  I  did  not  know  they  granted  a  patent. 

Mr.  Lenroot.  That  is  the  first  paragraph  of  section  17. 

Mr.  Schwartz.  I  thought  we  were  talking  about  section  16. 
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Mr.  L£^^R0OT.  No;  section  16  is  confined  to  leases,  and  the  fii-st 
paragraph  of  section  17  relates  to  patents. 

Mr.  ocHWARTz.  Yes.  Before  taking  up  your  question,  which  I 
did  not  get  because  I  had  my  mind  on  another  section,  I  want  to 
say  that  I  have  talked  with  a  great  number  of  oilmen,  and  it  is 
their  general  opinion  that  while  that  right  is  granted  in  the  first 
paragraph  of  section  16  to  go  on  with  their  lands,  most  of  them  would 
relinquish  that  right  and  take  a  permit  and  let  it  develop  into  a  lease. 

Mr.  Lenroot.  That  would  not  aflFect  the  question  of  whether  the 
Senate  bill  gives  a  greater  right  to  a  man  who  had  not  discovered  oil 
tlian  it  proposes  to  give  to  one  who  has  actually  made  discovery. 

Mr.  Schwartz.  As  I  say,  I  was  speaking  about  section  16  when 
you  were  asking  about  17,  and  I  did  not  understand  your  question. 

Mr.  Lenroot.  Then  let  me  state  it  again:  Under  the  nrst  para- 
gi'aph  of  section  17  a  ri^ht  to  patent  would  be  given  to  claimant, 
whereas  a  like  right  would  not  be  given  to  claimants  on  withdrawn 
lands  where  such  claimants  went  on  in  good  faith  prior  to  with- 
drawal.   That  is  true,  is  it  not? 

Mr.  Schwartz.  Yes. 

Mr.  Lenroot.  And  that,  I  take  it,  you  would  not  approve  of? 

ilr.  Schwartz.  Well,  I  do  not  know.  I  have  never  given  the 
matter  any  thought,  because  I  just  assumed  that  the  fellows  outside 
of  the  withdrawal  are  practically  on  wildcat  territory,  pure  and 
simple,  and  it  is  a  gambler's  chance  as  to  whether  they  will  get  any- 
thing, and  the  men  inside  of  withdrawal  are  on  fairly  good  land; 
and  I  just  assumed  it  was  not  in  the  cards,  to  use  a  western  expres- 
sion, to  get  anything  more  than  is  granted  there. 

Mr.  Lenroot.  Do  you  think  a  man  who  has  actually  spent  money 
ami  made  a  discovery  should  be  penalized  over  a  man  who  has  not? 

Mr.  Schwartz.  No;  I  do  not  think  so. 

Mr.  Lenroot.  Now,  with  reference  to  thfe  first  paragraph  of  sec- 
tion 17,  you  understand,  I  take  it,  that  that  very  materially  enlarges 
and  modifies  the  present  placer  mining  law  ? 

Mr.  Schwartz.  Well,  I  do  not  know  whether  it  does  or  not.  It 
does,  of  course,  to  the  extent  that  it  would  assure  men  the  right  to 
develop  by  groups  up  to  2,560  acres;  that  is,  to  do  the  extensive  devel- 
opment that  seems  to  be  the  departmental  view  of  what  constitutes  a 
discovery ;  whereas,  as  I  understand  it,  the  law  is  now  that  he  would 
have  to  be  actively  engaged  in  each  claim  to  procure  a  discovery. 

Mr.  Lenroot.  Where  do  vou  get  any  such  undei'standing  of  the 
law? 

Mr.  Schwartz.  Well,  my  understanding  of  the  law  is  that  if  you 
go  out  and  locate  claims  that  are  not  on  any  withdrawal ;  that  is  the 
general  rule  of  law. 

Mr.  Lenroot.  That  there  must  be  work  done  upon  the  actual  claim 
at  the  time  of  the  withdrawal  ? 

Mr.  Schwartz.  No;  I  am  not  talking  about  withdrawals.  I  am 
talking  about  a  man  who  goes  out  and  locates  a  placer  mining  claim, 
if  he  has  one  or  two  or  a  dozen. 

Mr.  Lenroot.  But  everything  will  be  under  withdrawal  if  this 
t)ill  passes. 

Mr.  Schwartz.  Yes. 

Mr.  Lenroot.  So,  of  course,  you  have  got  to  talk  about  withdrawals 
when  you  are  talking  about  oil  claims. 
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Mr.  Schwartz.  Yes ;  in  that  sense.  The  thought  I  wished  to  give 
you,  though,  was  that  when  a  man  has  locations,  say  he  has  six  or 
eight  of  them  and  has  no  discovery — and  in  our  State  j'ou  have  got  to 
have  your  discovery  as  a  matter  of  fact  before  you  set  up  your  notice, 
because  your  notice  has  to  state  the  date  of  your  discovery — and  it  i> 
my  understanding  of  the  law  that  when  a  man  goes  out  and  goes 
on  the  ground  so  long  as  he  is,  to  use  the  court's  expression,  ^*  reason- 
ably diligent  in  his  work,"  he  has  a  right  of  possession  as  ngainst 
third  parties,  but  not  as  against  the  Government  to  secure  that  dis- 
covery; and  I  do  not  understand  that  the  law  is,  although  I  may 
be  mistaken  about  it,  that  if  a  man  had  12  claims  and  he  was  work- 
ing on  1  of  them,  I  do  not  know  that  his  work  on  1  of  them  for  the 
purpose  of  discovery  on  that  1  would  hold  the  other  claims. 

Mr.  Lenroot.  No. 

The  Chairman.  Not  under  the  present  law. 

Mr.  Schwartz.  I  say  I  do  not  understand  that  to  be  the  law. 

Mr.  Lenroot.  I  do  not  either,  and  you  desire  an  amendment  in  the 
bill  that  will  provide  for  that  ?  Do  you  desire  an  amendment  to  the 
bill  that  will  hold,  say,  13  claims  if  work  is  proceeding  upon  1,  al- 
though the  work  upon  1  may  have  no  connection  whatever  wi*h 
discovery  upon  the  other  12? 

Mr.  Schwartz.  No  ;  I  do  not.    Let  us  see  what  it  says  here. 

Mr.  Lenroot.  The  bill  says  "which  work  may  be  done  on  said 
locations  successively." 

The  Chairman.  Which,  of  course,  relieves  the  assessment  work  on 
all  but  the  one. 

Mr.  Lenroot.  Under  this  bill  they  could  be  drilling  1  well  on  one 
claim  and  have  no  preparation  for  discovery  work  upon  the  other  12. 

Mr.  Schwartz.  Yes ;  I  understand  that,  and  I  was  probably  making 
a  distinction  between  discovery  and  drilling  a  deep  well.  However, 
I  think  it  is  a  meritorious  request  that  if  men  have  now  locations  and 
are  drilling  a  deep  well  or  drilling — and  that  is  what  the  department 
will  call  a  discovery — ^they  should  have  an  area  assured  to  them  by 
permit  or  by  patent. 

Mr.  Lenroot.  Now  please  do  not  get  away  from  the  bill.  We  are 
not  talking  about  leasing  or  preferential  right  to  leasing. 

Mr.  Schwartz.  I  said  either  by  permit  or  patent.  If  they  are 
out  there  now  and  developing  the  lands  on  that  sort  of  basis,  I  think 
it  is  entirely  right  to  relieve  them  of  the  very  situation  which  the 
Secretary  says  men  are  working  under  now  to  their  disadvantage. 

Mr.  Lenroot.  Now,  let  us  see  about  that,  Mr.  Schwartz.  For  in- 
stance, here  is  one  claim,  we  will  say,  of  ICO  acres,  a  pipe  line  is  run 
just  sufficient  to  drill  one  well  upon  that  160  acres,  a  cabin  is  erected 
sufficient  for  a  crew  only  to  drill  that  160  acres,  and  assuming  that 
roads  already  exist  to  that  160  acres,  and  here  are  12  other  claims 
surrounding  it,  and  they  do  no  more  in  prosecuting  work  to  a  dis- 
covery in  this  160-acre  tract  than  they  would  if  that  was  the  only 
claim  they  had,  and  yet  you  think  if  they  do  that  limited  amount  of 
work  without  any  connection  with  development  work  upon  the  other 
12  they  should  be  permitted  to  hold  the  other  12  and  have  patent  to 
them  when  they  go  on  and  work  just  as  they  choose  one  after  another? 

Mr.  Schwartz.  No  ;  I  do  not  think  that.  The  bill  may  be  subject 
to  that  construction,  and  if  it  is  it  should  not  be. 
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Mr.  Lenroot.  Well,  is  it  not? 

Mr.  Schwartz.  I  do  not  know.  The  thought  I  had  about  that  was 
that  you  are  going  to  permit  him  to  hold  these  2,560  acres  by  doing 
(his  development  work,  and  consequently  the  thought  I  had  was  that 
it  would  have  to  be  such  work  as  tended  to  the  development  of  oil, 
or,  to  use  the  language  of  the  1903  assessment  law,  which  says  that 
you  permit  a  man  to  do  work  on  one  claim  for  five,  and  that  it  must 
be  such  work  as  would  tend  to  determine  the  oil-bearing  character 
of  all  the  land.  Then  I  do  not  think  it  is  too  much  to  ask.  Of  course, 
I  would  not  defend,  and  I  do  not  think  anyone  w^ould,  language 
which  would  permit  a  man  to  simply  hold  these  other  claims  by 
work  which  manifestly  did  not  tend  to  their  development,  and  in 
that  respect  I  would  not  defend  the  bill. 

Mr.  Lenroot.  Now  upon  the  question  of  what  the  present  law  is — 
and  I  am  asking  these  questions  now  solely  going  to  the  question  of 
patent  and  not  to  any  equities  they  might  have  which  should  be 
cared  for  bj'  preferential  right  to  lease — ^yesterday  you  read  from 
the  case  of  the  North  American  Consolidated,  Judge  Bean's  decision, 
and  I  am  not  sure  whether  you  read  the  entire  paragraph  or  not,  but 
I  think  you  began  with  this  language : 

There  was  no  law,  State  or  national,  at  the  time  of  the  withdrawal,  authoriz- 
ing or  requiring  the  marlcing  of  l>oun(iaries  of  mining  locations,  or  the  ix)st{ng 
anil  recording  notice  of  an  intention  to  locate  a  raining  claim  prior  to  dis- 
covery, or  declaring  the  effect  of  such  notice  or  the  failure  to  give  it. 

Then  the  court  went  on  to  say : 

In  view  of  the  conditions,  however,  and  the  necessities  of  the  case,  a  practice 
has  grown  up  to  mark  the  boundaries  and  posts  on  the  land  and  record  in  a 
public  office  the  so-called  notice  of  location,  which  operated  by  common  con- 
sent as  a  manifestation  of  a  purpose  on  the  part  of  the  parties  named  therein 
to  claim  the  land  within  the  prescribed  boundaries,  and  gave  to  them  or  their 
assignees  a  preference  right  to  the  possession.  This  right  had  been  recognized 
by  the  local  courts  as  transferable,  and  the  possession  of  a  bona  fide  occupant 
or  claimant  holding  under  such  location  was  protected  against  all  forms  of 
forcible  or  clandestine  entry  or  intrusion  by  third  parties,  while  he  was  in 
good  faith  diligently  engaged  in  worlt  leading  to  discovery,  in  order  that  he 
might  make  discovery  which,  when  made,  would  relate  back  to  date  of  notice. 

And  in  the  case  of  the  United  States  against  the  Consolidated 
Mutual,  which  you  cited  to  the  committee  yesterday,  the  court  says : 

Passing  for  the  present  any  consideration  of  the  act  of  Congress  of  June  25, 
1910.  known  as  the  Pickett  Act  (36  Stat,  847),  it  is  entirely  true  that  until 
discovery  the  locator  can  acquire  no  right  as  against  the  Government;  but  it 
Is  well  settled  that,  while  in  the  bona  fide  effor  to  make  such  discovery,  tho 
ground  that  he  has  marked  in  accordance  with  the  provisions  of  the  statute, 
and  of  which  he  is  in  the  actual  possession,  will  be  protected  by  the  courts 
aj^inst  any  forcible,  fraudulent,  surreptitious,  or  clandestine  entry  by  any 
third  party,  although  it  is  open  to  the  entry  of  others  by  any  legal  means  for 
the  purpose  of  locating  It  under  the  mining  laws. 

Do  you  think  that  is  a  correct  st&tement  of  the  law  ? 

Mr.  Schwartz.  Yes,  sir. 

Mr.  Lex  ROOT.  Then,  in  the  same  case,  it  was  held  that  the  Taft 
withdrawal  excepted  from  the  operation  of  the  law  all  such  claims 
where  there  was  due  diligence? 

Mr.  Schwartz.  Yes,  sir;  I  think  so. 

Mr.  Lenroot.  Now,  do  you  think,  in  view  of  that  statement  of 
the  law,  which  I  think  we  must  for  the  present,  at  least,  accept,  that 
^^y  of  those  people  are  entitled  to  patents,  or  that  there  is  any 


376  OIL   LEASING   I-ANDS. 

occasion  to  change  the  law  ?  In  other  words,  if  there  are  any  equi- 
ties involved,  and  I  think  there  are,  would  it  not  be  a  sufficient 
remedy  to  give  them  a  preferential  right  to  lease  under  royalty  from 
the  Government? 

Mr.  Schwartz.  T  will  answer  the  last  part  of  that  question  first: 
I  think  that  most  of  them  would  be  apt  to  take  the  preferential  right 
to  lease,  and  many  of  them  would  take  leases  even  if  they  could 
obtain  patents. 

Mr.  Lenroot.  Do  vou  think  that  would  be  the  case  if  Congress 
enacted  paragraph  it? 

Mr.  Schwartz.  Yes,  sir.  This  Sterling  amendment  provided  that 
a  man  should  have  the  option  of  a  patent  for  a  quarter  or  a  lease  for 
all  of  it.  Every  oil  man  that  I  have  talked  to  has  asked  me  to  have 
stricken  out  of  the  bill  the  right  to  patent  and  give  them  the  right  to 
lease  all  of  it.  Therefore  I  presume  that  immediately  upon  the  pas- 
sage of  the  bill,  instead  of  going  ahead  and  trying  to  obtain  patents^ 
they  would  quite  generally  come  in  and  ask  for  permits  to  lease. 

Mr.  Lenroot.  Do  I  understand  that  that  is  a  withdrawal  of  the 
argument  that  you  have  been  making  to  the  committee  this  morning, 
to  the  effect  that  the  placer-mining  law  should  be  amended  as  pro- 
posed in  section  17? 

Mr.  Schwartz.  No,  sir ;  I  do  not  withdraw  that. 

Mr.  Lenroot.  You  are  now  stating  that  they  would  all  take  leases, 
and  if  all  of  them  would  take  leases,  what  is  the  occasion  for  amend- 
ing the  placer-mining  law  ? 

Mr.  Schwartz.  They  will  not  all  take  leases,  but  a  majority  of 
them  will. 

Mr.  Lenroot.  As  to  those  wlio  would  not  take  leases,  if  they  have 
gone  on  and  complied  with  the  law  as  it  is  now  laid  down  by  Con- 
gress, would  not  the  Government  be  doing  sufficient  for  them  by 
giving  them  a  preferential  right  to  lease  rather  than  patents? 

Mr.  Schwartz.  No,  sir.  If  that  was  all  that  there  was  to  it,  I 
would  say  yes;  but,  as  I  understand  it,  the  right  to  group  develop- 
ment work,  or  whatever  you  may  call  it,  is  a  right  only  as  against 
third  parties — that  is,  a  right  as  against  forcible,  clandestine,  or 
other  entries  by  third  parties  upon  the  land,  and  I  do  not  know 
whether  that  right  would  exist  against  the  Government  unless  there 
was  a  declaration 

Mr.  Lenroot  (interposing).  Are  the  withdrawals  valid  existing 
rights? 

Mr.  Schwartz.  The  Pickett  Act  says  that. 

Mr.  Lenroot.  And  the  original  withdrawal  order  of  September. 
1009? 

Mr.  Schwartz.  I  do  not  know  whether  it  does  or  not. 

Mr.  Lenroot.  The  court  so  held,  and  there  is  no  question  about 
that — ^that  is,  that  all  valid  existing  rights  are  saved.  Now,  would 
the  Gt)vernment  have  the  right  to  withdraw  ? 

Mr.  Schwartz.  Yes,  sir;  prior  to  discovery,  but  the  Government 
has  never  exercised  that  right  as  it  is  proposed  in  the  House  bill. 

Mr.  Lenroot.  If  we  give  the  men  who  have  equities,  but  who  can 
not  secure  patents  under  existing  law,  the  right  of  preferential  lease, 
would  we  not  be  doing  as  much  for  them  as  they  nave  the  right  to 
ask  in  equity  ? 
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Mr.  Schwartz.  Yes,  sir ;  I  agree  with  that. 

Mr.  La  Follbtte.  You  said  that  you  thought  a  majority  of  them 
would  take  leases  instead  of  patents:  Do  you  think  that  they  would 
do  that  without  the  royalty  being  fixed  in  the  law  ? 

ilr.  Schwartz.  No,  sir;  I  do  not  think  they  would,  unless  they 
knew  what  the  royalty  was.  To  the  extent  that  the  royalty  will  apply 
to  these  wildcatters — and  most  of  the  existing  claimants  are  wild- 
catters— ^the  bill  fixes  the  royalty  and  gives  them  the  status  of  per- 
mittees. 

Mr.  La  Follette.  If  the  royalty  is  to  be  fixed,  you  would  leave  it 
to  the  Secretary  ? 

ilr.  Schwartz.  My  argument  was  that  that  should  be  done  in  the 
withdrawn  area,  but  outside  it  should  be  fixed  in  the  law. 

Mr  Sinnott.  Is  there  a  good  deal  of  controversy  over  the  question 
of  whether  or  not  a  number  of  these  claims  are  to  be  permitted  by 
virtue  of  the  order  of  withdrawal,  or  by  virtue  of  the  Pickett  Act, 
where  there  is  sufficient  evidence  in  each  particular  case  to  sustain  it  ? 

Mr.  Schwartz.  Yes,  sir ;  there  is. 

Mr.  Lenroot.  That  has  nothing  to  do  with  the  withdrawal.  That 
is  evidence  as  to  whether  they  may  come  in  and  be  entitled  to  patents 
under  the  placer  mining  law  as  applying  to  or  affecting  oil  claimants. 

Mr.  Schwartz.  Yes,  sir.  On  the  question  of  policy,  if  a  man  comes 
<lown  here  and  applies  for  a  patent,  and  if  the  policy  down  here — ^and 
I  use  that  word  policy  "  in  all  good  faith  and  not  in  a  spirit  of  criti- 
cism— ^if  the  policy  down  here  is  such  that  for  one  cause  or  another — 
and  I  will  say  it  is  an  honest  cause — ^the  department  does  not  give  the 
patent,  if  he  could  go  on  and  have  the  department  determine  the 
method  of  the  disposition  of  the  land  that  would  settle  a  lot  of  our 
troubles. 

Mr.  Sinnott.  Will  you  now  give  a  brief  resume  statement  of  the 
lepil  issues  between  your  claimants  and  the  department  ? 

Mr.  Schwartz.  That  is  such  a  wide  subject  tnat  it  would  probably 
excite  a  great  deal  of  controversy  and  argument  here.  As  I  under- 
stand it,  the  main  question  is  what  constitutes  discovery.  That  is 
f^ne  of  the  basic  troubles.  Another  is  the  applicability  of  assessment 
work— that  is,  whether  work  should  be  applied  on  roads  or  land. 

Mr.  Lenboot.  You  do  not  mean  assessment  work.  There  is  no  such 
thing  as  assessment  work  applying  to  discovery. 

Mr.  Schwartz.  We  are  speaking  of  controversies  between  mineral 
<  lairaants  and  the  Government. 

.  Mr.  Lenroot.  Mineral  claimants  do  not  claim  that  they  have  the 
right  prior  to  discovery  to  do  assessment  work. 

Jfr.  Schwartz.  No,  sir;  there  might  be  a  claim  in  a  withdrawal 
that  might  be  all  right  in  every  respect,  but  the  question  is  whether 
vou  shall  do  assessment  work  m  certain  years.  If  you  do  npt  do  it 
it  lapses  into  withdrawal. 

Mr.  Ijenroot.  After  discovery  ? 

Mr.  Schwartz.  Yes,  sir.  That  is  the  second  proposition,  and  the 
third  proposition  is  what  constitutes  a  dummy. 

Mr.  Elston.  And  what  constitutes  "due  diligence"? 

Mr.  Schwartz.  Yes,  sir. 

Mr.  Lekroot.  That  is  a  question  of  fact  rather  than  one  of  policy. 

Mr.  Schwartz.  Yes,  sir;  but  the  question  of  policy  sometimes 
niasos  a  man'e  view  on  one  side  of  that  question  or  the  other. 
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Mr.  Lenroot.  If  the  department  should  proceed  under  the  present 
construction  of  the  term  "  due  diligence,"  as  outlined  in  the  Honolulu 
case,  would  that  be  satisfactory  ( 

Mr.  Schwartz.  Yes,  sir;  that  would  be  very  satisfactory. 

I  have  been  unable  to  secure  all  the  data  requested  by  the  chairman 
as  to  existing  oil  companies  operating  in  Wyoming,  Colorado,  and 
Montana.  In  sp  far  as  that  data  is  available  in  time  for  this  record  it 
is  given  below.  In  the  great  majority  of  cases  the  titles  held,  where 
on  Government  lands,  are  from  locators  who  have  given  the  com- 
panies leases  requiring  development — usually  at  a  royalty  of  one- 
eighth.  A  considerable  number  of  the  following  companies  operatQ 
on  deeded  lands,  but  I  do  not  have  information  as  to  the  specific 
companies  and  their  proportionate  acreage  of  deeded  or  Government 
lands.  The  list  is  pnncipally  valuable  to  show  that  there  is  no  inter- 
locking ownership,  and  showing  the  very  large  number  of  citizens 
interested  in  oil  and  gas  development  at  this  time.  The  capitaliza- 
tion of  these  companies  run  from  $100,000  to  $10,000,000,  and  the 
most  of  them  are  drilling  in  one  or  more  places  or  actively  engaged  in 
work  preparatory  to  actual  drilling.    The  list  is  as  follows: 

List  of  Oil  Companies  Operating  in  Colorado,  Wyoming,  and  Montana. 

Addcll'Allyn  Oil  Co. — Address,  Wilmington,  Del.  State  Incorporation,  Wyo- 
ming.   Directors :  Ferris  Gilles,  F.  M.  Dougherty,  E.  Lynch,  Delaware. 

Akron  Oil  d  Gas  Co. — Office,  Denver.  Officers :  G.  G.  Newcomb,  president  and 
treasurer;  John  A.  Keefe,  vice  president;  E.  A.  Beach,  secretary;  Frank  M. 
Hill.  E.  M.  MacNelll,  John  Schmitt,  E.  H.  Kadetsky,  directors.  Has  3,440  acres 
at  Akron,  Colo.  One  well  drilling.  Remarks:  Now  drilling  and  has  gas  show- 
ing at  1,985  feet. 

Aetna  Oil  Co. — Principal  office,  Colorado  Springs.  Directors:  D.  H.  Rice, 
Robert  I.  Love,  J.  A.  Barton,  N.  N.  Brumback,  H.  A.  Hamilton. 

Aetna  Crude  Oil  Co. — Principal  office,  Denver.  Directors :  C.  J.  Morley.  B.  B. 
Harding,  C.  H.  Taylor,  J.  E.  Taylor  E.  W.  Brown,  L.  E.  Harding,  D.  C.  Rivers. 

Alkali  Butte  Oil  Co. — Rlverton,  Wyo.  Officers :  Lee  Champion,  Denver,  presi- 
dent; W.  S.  Sanders,  vice  president;  H.  A.  Fisher,  secretary-treasurer;  H.  L- 
Oliver,  H.  N.  Wawklns,  directors.  Company  operating  In  Alkali  Butte  field,  18 
miUs  east  of  Rlverton.  Title:  360  acres  patented;  rest  leased;  2,240  acres  in 
Alkali  Butte  oil  field. 

Alladin  Oil  Co. — Greybull,  Wyo.  Directors:  Lyman  Fargo,  H.  B.  Thompson, 
H.  P.  B.  McDonald,  (\  A.  Valentine. 

Alberta  King  Oil  Co. — Montana.  Directors:  C.  Giffin,  Bakersfield,  Cal. ;  J.  D. 
McKlnnan,  Calgary,  .Canada ;  E.  Campbell,  Calgary,  Canada;  J.  E.  Jennings, 
Calgary,  Canada;  M.  S.  Cohen,  Butte,  Mont. 

Allen  Oil  Co.— Denver.     Officers:  C.  P.  Rltter,  president;  F.  W.  Hale,  vice 
president ;  F.  E.  Brlghtman,  secretary-treasurer.    Holds  2.580  acres  in  the  Salt 
Creek,  Big  Muddy,  Lusk,  Lost  Soldier,  Tlsdale,  Badger  Basin,  Powder  River,  ^ 
and  Buffalo  Basin  fields  of  Wyoming,  and  1,480  acres  in  Chase  and  McPherson 
Counties,  Kans.  I 

All-Win  Oil  To.— Glenrock,  Wyo.    Directors:  George  S.  Williams,  J,  N.  Bruer,  | 
O.  H.  Schuh,  Harry  Scott,  J.  E.  Klrby.     Remarks:  Operations  carried  on  In 
Converse  County,  Wyo. 

Anieriean  Mineral  Oil  Co. — Denver.  Directors:  R.  L.  Martin,  Wilford  T. 
Shay,  Harry  M.  Roeschlaub,  Richard  W.  Cokell,  J.  H.  Hartraan. 

Amazon  Oil  and  Royalty  Co.— Casper,  Wyo.  Directors:  F.  Woodward,  S. 
Rinds,  H.  V.  Johnson,  W.  A.  Gunkle,  J.  W.  Johnson. 

Anieriean  Oil  Co. — Officers:  Charles  Warren  Rice,  president;  Frank  A. 
Gackey,  vice  president ;  S.  E.  Rice,  secretary  treasurer.  Holds  560  acres  ifl 
Greybull  field ;  1,000  acres  in  Elk  Basin  and  Torchlight  fields. 

American  ^hale  Refining  Co. — Denver.  Officers:  B.  J.  Barron,  president; 
J,  L.  Warren,  secretary-treasurer;  M.  B.  Rapp,  general  manager.     This  com- 
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paiiy  was  organized  to  extract  oil  from  oil-bearing  shales  of  Colorado.    Its  prop- 
erty Is  located  near  DeBeque,  Colo. 

Anti'Clinc  Oil  d  Qas  Co, — Pueblo.  Directors:  Thomas  S.  Stacy,  Walter  A. 
Ridffway,  Benjamin  C.  Durail,  Fruulc  W.  Itogers,  William  Booth,  John  W. 
Leandea,  Grace  E.  Snyder. 

Amalgamated  Oil  Co. — Butte,  Mont.  Directors:  H.  Meyer,  Butte,  Mont.; 
J.  A.  McDonald,  Butte,  Mont. ;  J.  T.  Royston,  Butte,  Mont. 

Anna  Bell  Wyofuing  Oil  Co.— Casper,  Wyo.  Directors:  W.  E.  Patton,  F.  J. 
Xeff,  H.  E.  Parsons,  C.  F.  Allen,  E.  M.  Barber,  J  E.  Butler,  W.  C.  N.  Smith. 

Anaconda  Bretbull  Oil  Co. — ^Butte,  Mont  Directors:  M.  C.  Sullivan,  Butte, 
Mont.;  J.  Wilkie,  Butte,  Mont.;  D.  E.  Nicholas,  Butte,  Mont;  L.  M.  Schott, 
Butte,  Mont ;  W.  F.  Davis,  Butte,  Mont. 

Apex  Oil  Co, — Helena,  Mont.  Directors :  J.  L.  Treacy,  Helena,  Mont. ;  F.  O. 
Taylor,  Helena,  Mont. ;  H.  Child,  Helena,  Mont. 

Archuleta-Navajo  Oil  Co. — Denver.  Directors:  W.  J.  L.  Crank,  H.  L.  Bitter, 
F.  E,  Prewitt,  W.  G.  Mclntyre.  G.  A.  Luxford. 

Arctic  Oil  Co. — Rawlins.  Directors:  J.  R.  Dotez,  C.  H.  Anderson,  H.  E. 
MeFarland,  H.  L.  Kuykendall,  T.  J.  Swisher. 

Ashbury-Waters  Oil  Co — Thermoplls,  Wyo.  Directors:  O.  C.  Ashby,  C.  C. 
Coulter,  William  L.  Waters,  S.  P.  Nicholson,  J.  R.  Huntington.  Property: 
Tbermopolis  County,  Wyo. 

Atla8  Crude  Oil  Co, — Denver.  Officers:  Lawrence  Suppy,  president;  William 
0.  Wilson,  secretary  and  attorney ;  H.  C.  Bretschneider,  vice  president ;  M.  M. 
Hamma  and  Dr.  C.  W.  Thomas,  directors.    Holds  3,440  acres. 

Amalgamated  Petroleum  Co, — Denver.  President,  W.  W.  Hath  way;  vice 
pre-^ident.  E.  S.  Safford ;  secretary,  S.  B.  Wheeler ;  C.  A.  Shlnn,  H.  E.  Burlew, 
directors.  Property:  One  hundred  and  sixty  acres  in  Oklahoma,  1,080  acres 
in  Kansas,  640  acres  in  Wyoming.    Leases  and  options. 

A-l  OU  d  Gas  Co. — Denver.  Directors:  Walter  S.  Montross,  Richard  L. 
Clow,  Joshua  D.  Childress,  James  R.  Poole,  Joseph  N.  Baxter. 

Apex  Refining  d  Drilling  Co. — Denver.  Directors :  L.  A.  Ewing,  T.  H.  Simp- 
son, C.  W.  Savery,  Claude  Sachs,  L.  A.  Van  Tllborg,  T.  S.  Ellis,  A.  B.  Kamp. 

Baca  Oil  Development  d  Investment  Co, — Florence,  Colo.    Directors:  James 
K.  Dempsey,  Jamot  Brown,  D.  W.  Wood. 
The  Blair  Oil  Co.— Rawllngs,  Wyo.    Acreage  in  Lost  Soldier. 
Baku  OU  d  Refining  Co. — Denver.     Officers :  F.  H.  Wallace,  president ;  Fred- 
erick Buechner,  treasurer  and  field  manager;  Lewis  C.  Rush,  secretary  and 
attorney.    Holds  320  acres  in  the  Big  Muddy  field  and  lease  from  State. 

Bald  Eagle  Oil  d  Refining  Co. — President,  L.  T.  Powers;  vice  president, 
K.  0.  Shunk ;  secretary,  A.  L.  Manning ;  treasurer,  W.  Edwards. 

Barrick'DoUison  Oil  d  Mining  Co, — Denver.  Directors :  Charles  E.  Barrick, 
D.  Karrlck,  W.  A.  Dollison,  E.  W.  Dolllson. 

Battlement  Mesa  OU  Shale  Co.— CoUbran,  Colo.  Directors :  William  M.  Por- 
ter, George  M.  Gibson,  George  H.  Willard,  J.  B.  Hlskey,  O.  E.  Daniels,  A.  E. 
Humeston,  N.  C.  Miller. 

Bates-Park  Oil  Co. — Officers:  J.  I-ieeper,  president;  W.  C.  Hoff,  treasurer; 
W.  S.  Kimball,  secretary.  Owns  20,000  acres  in  Bates  Hole  district,  Wyo.,  of 
which  11,000  acres  are  deeded. 

Bearing  Butte  Oil  d  Gas  Co. — Lander,  Wyo.  Two  thousand  seven  hundred 
and  twelve  acres  of  land  In  four  dlflferent  fields. 

Bear  Creek  Oil  d  Gas  Co. — Office,  Greybull,  Wyo.  Officers :  A.  J.  Stone,  presi- 
tleut;  Simon  Spry,  vice  president;  Louis  Luft,  secretary-treasurer;  W.  E.  Zol- 
Uuger.  H.  H.  Bogue,  E.  D.  Mallory,  and  W.  R.  Metz,  directors.  Holds  1,600 
acres  in  53  and  54-02,  Wyoming.  Other  directors:  A.  J.  Stone,  Louis  Huft 
Leases. 

Beaverhead  Alberta  Oil  d  Gas. — Dillon,  Mont.  Remarks:  One  thousand  two 
Imudred  and  eighty  acres  in  Beaverhead  County,  Mont. 

BeUaire  Oil  d  Refining  Co. — Denver.  Directors :  H.  W.  Richardson,  T.  R.  L, 
Danghtrey,  E.  E.  Horn,  O.  C.  Gilbert,  Warren  A.  Haggott. 

BeU  Wyoming  Oil  Co.— Casper,  Wyo.  Officers :  G.  F.  Bell,  president ;  Dr.  N. 
G.  Gels,  vice  president ;  John  W.  Whelen,  secretary  and  treasurer.  Holds  lease 
on  640  acres  in  the  Salt  Creek  field,  one-quarter  of  which  is  leased  to  the  Black 
Bear  Oil  Co.,  which  has  an  agreement  with  the  Ohio  Oil  Co.  to  put  down  five 
wells  on  it. 

Bessemer  OU  Co.— Casper,  Wyo.  Officers :  C.  P.  Taylor,  president ;  W.  O.  Wil- 
son, vice  president;  C.  B.  Littlefleld,  secretary  and  treasurer;  C.  E.  Winter, 
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caenu  O.  IJttlefield.  direotoi'H.  Holds  2J60  acres  iu  section  36-40-80,  sec-tiou 
80-10-79,  sections  2  and  11-40-^1,  section  12-35-85.  Negotiating  for  lease 
on  320  acres  west  of  Salt  Oreelc.  Drilling  In  section  36  and  down  2,640  feet. 
No.  2  well  spudded  in  on  section  30,  and  erecting  rig  for  No.  3  well  in  same 
secrtion.    Expect  to  drill  in  Tisdale  dome. 

Bethlehem  Oil  d  Oas  Co.— Cheyenne,  Wyo.  Officers :  W.  S.  Bnclcingharo. 
Steubenville,  Oliio;  William  D.  Fulton,  Columbus,  Ohio.  Adolph  W.  Loeb.  Wi/- 
llani  J.  McDonald,  John  P.  Nolan,  Columbus,  Ohio,  directors. 

Big  Bear  Oil  Co. — Denver,  (\)lo.  Olfloprs:  W.  W.  I'Mwards.  president:  A.  S. 
Whltalter,  vice  president ;  Dr.  A.  J.  Pate,  secretary ;  William  G.  Krape,  treasurer 
and  general  manager.  Holds  120  acres  in  Cheyenne  River  field  and  controls  520 
acres  in  Big  Muddy  field.    Drilling  two  wells  in  Big  Muddy. 

Big  Chief  Oil  d  Qas  Co.— Denver.  Officers:  S.  C.  Sloan,  president;  R.  C. 
Barrey,  vice  president ;  E.  Stewart,  secretary ;  E.  J.  Trevarrow,  treasurer ;  T.  S. 
Castello,  F.  Salathe,  Arthur  C.  Bailey,  directors.  Perpetual  leases  160  acres  In 
Big  Muddy,  320  Lusk  field,  160  Poison  Spider  dome.  Two  producing  wells.  All 
Wyoming. 

The  Big  Elk  Oil  d  Qas  Co.— Cheyenne,  Wyo.  Directors :  E.  G.  Hurst,  G.  W. 
Slmcock. 

Big  Five  Hundred  Oil  Co. — Denver,  Colo.  Officers :  J.  H.  Ashby,  president,  U.  S, 
Dunn,  vice  president ;  H.  H.  Thomas,  secretary-treasurer ;  H.  Marcus  and  C.  B. 
Olson,  directors.    Holds  160  acres  In  Wyoming. 

Big  Five  Oil  Co. — Officers:  W.  W.  Louden,  president;  Charles  Colbum.  vice 
president;  A.  M.  Kearns,  secretary  and  treasurer.  Holds  150  acres  in  Bi;r 
Muddy  field,  80  acres  In  Powder  River  dome,  320  acres  in  south  extension  of 
Salt  Creek  field,  and  1,040  acres  In  Wheatland  field ;  80  acres  In  Boynton.  AH 
Wyoming. 

Big  Horn  Petroleum  Co. — Billings,  Mont.  Officers :  J.  B.  Trlnnler,  president : 
J.  C.  Roberts,  vice  president;  W.  P.  Knudsen,  secretary-treasurer;  R.  C.  New- 
man and  C.  C.  Nelson,  directors.  Holds  14,100  acres  in  Greybull,  New  Shell 
Creek,  Caly,  South  Newcastle,  North  Shannon,  Tisdale,  East  Salt  Creek,  and 
Castle  Creek  fields. 

Big  Mvddy  Oil  Co. — Owns  undivided  half  Interest  in  64  acres  in  Big  Muddy 
field,  Wyo.,  with  the  Merrltt  Oil  Corporation. 

Big  Eight  Oil,  Gas  d  Development  Co. — Officers:  John  E.  Miller,  president: 
Benjamin  F.  Koperllk,  secretary-treasurer;  R.  K.  Potter,  B.  B.  Brown,  M.  0 
Davis,  directors.     Holds  three  properties  In  Pueblo  County,  Colo. 

Beaver  OH  Co. — Denver,  Colo.  Directors :  Charles  A.  Llnd,  Charles  A.  Davis, 
John  M.  Van  Burg,  A.  H.  Aronson,  Charles  A.  Ribbing. 

The  Brown  Oil  Co.— Riverton.  Wyo..  Directors:  J.  B.  Webber,  P.  J.  Cain. 
G.  O.  Brown. 

Big  Indian  Oil  d  Gas  Co. — Denver,  Colo.    Officers :  Sidney  Eastwood,  president : 

A.  H.  Cobb,  vice  president  and  general  manager ;  M.  M.  Shayer,  treasurer,  R.  E. 
Fowler,  secretary.  Holds  8,000  acres  in  Wyoming,  including  Big  Muddy,  Salt 
Creek,  Cole  Creek,  Poison  Spider,  Emigrant  Gap.  Lusk,  and  others. 

Big  Sandy  Creek  Oil  Co. — Denver.  Directors:  R.  C.  Sltterle,  F.  J.  Sltterle. 
Frank  Ohl,  M.  C.  Sohmltz,  C.  A.  Lammers. 

Big  Star  Oil  Co.— Denver.  Officers:  A.  W.  Hllle,  president;  F.  J.  Alexander, 
vice  president;  A.  L.  Brlggs,  secretary-trensurer;  W.  W.  Bingham,  N.  F.  Handy. 
W.  L.  Loveland,  directors ;  T.  O.  Turner,  field  manager.  Holds  160  acres.  Salt 
Creek  field,  Wyoming.     Proi>erty  in  Kansas,  Wyoming,  and  Oklahoma. 

Big  Ten  Petroleum  Co. — Lamar,  Colo.  Directors:  D.  H.  Bane,  J.  W.  Bent, 
Edward  J.  Dlerks,  F.  D.  Bane,  G.  A.  Bent. 

Big  Western  Oil  d  Gas  Co.— Trinidad,  Colo.  Directors:  F.  B.  Sims.  H.  A. 
Fum,  R.  R.  Palmer,  B.  M.  Cawley,  George  R.  Hall. 

Bison  Oil  Co. — Denver.  Directors :  G.  W.  Benkelman,  C.  B.  Stephens,  C.  A. 
Bowman,  Frank  England. 

Black  Lake  Oil  d  Gas  (V>.— Pueblo,  (>>lo.     Directors:  H.  F.  lewder.  .Mva 

B.  Adams,  Wilbur  Newton,  George  H,  Sweeney,  W.  M.  Glenn,  R.  S.  Gast. 
A.  A.  Welland. 

Blackstone  Oil  Co. — Casper,  Wyo.  Vice  president.  Dean  M.  Gillespie;  troui'- 
urer.  Dr.  Fredrick  Salathe.  Other  directors:  R.  M.  Buck,  W.  J.  McLaugWia 
H.  N.  Isenberg.  Property :  480  acres  In  30  and  160  acres  in  24-37-85,  Wyoming 
LiCases. 

Blue  Cedar  Oil  d  Gas  Co. — Pueblo.  Directors :  Henry  McCarthy,  BenjamJ" 
1'.  KoiHirlik,  R.  K.  Putter,  J.  P.  Lurttm,  J.  E.  Rapalje,  George  Hazard,  B.  B. 
Hamilton. 
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Blue  Diamond  OH. — Denver.  President,  R.  J.  Stern ;  vice  president,  P.  Spiro ; 
secretary  and  treasurer,  J.  B.  Adler.  Other  directors:  W.  Wahl,  C.  Campbell, 
J.  D.  Soloman.  Property:  Six  hundred  and  forty  acres  Alkali  Butte,  14  miles 
southeast  of  Riverton,  Wyo. 

Blue  Valley  Petroleum  Co. — Office,  Casper,  Wyo.  Officers:  Patrick  Sullivan, 
president;  Dr.  J.  P.  lieeper,  vice  president;  B.  N.  Beale,  secretary  treasurer, 
A.  J.  Cunningham,  E.  T.  Evans,  James  Evans,  and  J.  W.  Finnegan,  directors. 
Holds  1,920  acres  in  Coal  Creek;  N.  i  of  section  14-35-77  in  Big  Muddy. 

Book  Cliff  OU  Shale  Co.— Pueblo,  Colo.  President,  B.  H.  Barron  (Wyo.)  ; 
vice  president,  Alva  A.  Swan,  Denver ;  secretary,  J.  A.  Barclay.  Other  direc- 
tors: T.  M.  Eklwards,  Denver;  J.  L.  Warren,  Denver;  H.  N.  Hawkins,  Denver. 
Property:  Three  thousand  and  forty  acres  shale  land  10  to  14  miles  north  of 
DeBeque,  Colo.    Mineral  locations. 

Bonnie  Belle  Oil  Co. — Officers:  W.  O.  Legan,  president;  Jack  Bozarth,  vice 
president;  William  Omjenson,  secretary  treasurer.  Office,  Douglas,  Wyo* 
Holds  480  acres  4  miles  north  of  Douglas,  Wyo. 

Boston  Petroleum  Co. — Cheyenne,  Wyo.  Directors:  E.  E.  Merritt,  Mabel 
Merritt,  J.  T.  Macey. 

Boston-Wyoming  OU  Co. — Officers:  B.  J.  Barron,  president;  L.  L.  Aitken, 
Tice  president ;  A.  W.  Warren,  secretary.  Holds  2,720  acres  in  the  Salt  Creek 
field.    It  has  two  producing  wells  in  the  Salt  Creek  field. 

Boulder  Natural  Oas  Co. — Boulder.  Colo.  Directors:  .T.  Berghehn.  E.  A.  Aus- 
tin, W.  C.  I^hman,  Harry  B.  McClure,  A.  W.  Fitzgerald. 

BradfteM  Oil  Co.— Greeley,  Colo.  Directors :  I^uls  G.  Bradfield,  .1.  W.  Chil- 
lers. J.  W.  Ferguson,  George  P.  Woodbury,  William  R.  Kelly. 

Bradley  Oil  d  Gas  Co. — Denver.  Directors:  Charles  P.  Bradley,  George  C. 
Waterman,  Eli  Clayton,  Martin  F.  Garrlty,  Stratton  A.  Martin. 

The  Bright  Star  Oil  Co.— Cheyenne.  Directors:  A.  W.  Hllle,  N.  T.  Handy, 
T.  J.  A.  Alexander. 

Brunton  Oil  rf  Gas  Development. — Casper.  Wyo.  Directors:  .7.  P.  Brunton, 
N.  H.  Ahrens,  (».  A.  Ahrens.  Property :  I<ieases  Hailstone  Basin,  Crazy  Woman, 
Picket,  Mont. 

Butfalo-OU. — Denver.  President,  Allison  Stocker;  vice  president,  W.  C. 
Icemen;  secretar>',  George  Albertson;  treasurer,  George  H.  Albertson.  Prop- 
erty:  160  acres.  Big  Muddy ;  (>40  acres.  Cole  Creek :  240  acres,  Brenning  Basin, 
Wyo. 

Byron  Fuel  Oil  Co. — Casper,  Wyo.  Directors:  H.  U.  Robin.son,  .T.  W.  Whelan, 
O.  Thompson,  M.  J.  Doyle. 

The  Buck  Creek  Oil  Co.— I.usk,  Wyo.  Directoi-s :  T.  Bell,  J.  W.  Agnew,  A,  E. 
Dericqles. 

Black  Badger  Oil  Co. — I>enver.  Directors:  IU»xtoi)  U.  Ray,  (}.  F.  Stevens, 
M.  W.  Glenn,  W.  M.  Hindman,  Giles  G.  Weldenhamer. 

BUix'k  Cation  Oil  d  Gas  Co. — Delta,  Colo.  Directors:  R.  C  Hutchinson,  Geo.  C. 
Wilson.  E.  S.  Corbin,  H.  E.  Perkins,  Deltji :  Sam  B.  Hartnum,  J.  P>ld  Hanson, 
Henry  Roberts,  Hotchkiss. 

Burlington-Wjfominff  OU  Co. — Denver.  l)ire<*tors:  H.  F.  (Jerry,  Ger>rj:e  E. 
Settle,  .T.  I.  Ciii-per. 

Baker  Oil  d  Gas  Development  Co. — Montana.  Dire<*tors:  F.  ().  Carniicliael, 
•T.  Ovens,  R.  F.  Smith,  W.  0'rx>ughUn,  J.  W.  Zook,  Baker,  Mont. 

Billings  Oil  Co. — Montana.  DirtH^-tors:  .T.  C.  Roberts.  Salt  Lake  City.  Utah; 
•1.  O.  Link,  Billings.  Mont.:  J.  J.  McGreevy,  Butte,  Mont. 

Bitter  Root  d  Benrerhvad Oil  Co. — Stevensvllle,  Mont.  Directors:  W.  A.  Mc- 
Laren, Stevensville,  :Mont. :  W.  I.  Shepard.  Stevensville,  Mont. ;  G.  May,  Stev- 
ensville,  Mont. :  H.  A.  (Chambers,  Hamillon.  Mont. :  J.  D.  Kegler,  Stevensville, 
M<»nt, :  H.  H.  Moore.  Stevensville,  Mont.;  B.  Carter,  Stevensville,  Mont. 

Boundary  Oil  cC-  Petroleum  Co. — Montana.  Directors:  A.  ,T.  Moltz,  Shelby, 
Mont.;  T.  B.  English,  Spokane,  Wash.;  L.  B.  Dlnunick,  Spokane,  Wash.;  M.  G. 
Childera,  Spokane.  Wash. ;  L.  Oriard,  Spokane,  Wash. ;  S.  D.  Brady,  Siwkane, 
Wash. ;  .L  S.  McClory,  Shelby,  Mont. :  D.  L.  O'Neal,  Shelby,  Mont. ;  M.  Haas, 
Shelby,  Mont. 

Bojp  Elder  Natural  Oas  d  Oil  Co.— Box  Elder,  Mont.  Directors:  E.  Neilsen, 
B^x  Elder.  Mont. ;  L.  Fossuui,  Box  Elder,  Mont. ;  G.  P.  Morgan,  Havre,  Mont. ; 
M.  B.  Sprague,  Box  Elder,  Mont. 

Bridffer  Oil  Co. — ^ilontana.  Director:  J.  A.  Healy,  Hibbing,  Minn.;  F.  White- 
sidp,  Kallspel,  Mont. ;  C.  L.  Merrill,  Bridger,  Mont. 
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Butte  Oreybull  OU  Co.— Butte,  Mont.  Directors:  H.  W.  Burton.  Butte. Mont; 
W.  G.  Hoage.  Butte,  Mont;  S.  Shiner,  Butte,  Mont;  C.  F.  Juttner,  Butte, 
Mont. ;  J.  Whyte,  Butte,  Mont 

Buttc-Wyofning  Oil  Co.— Butte,  Mont.  Directors:  W.  W.  White,  Butte, 
Mont ;  J.  R.  Davenport,  Butte,  Mont. ;  L.  S.  Plett,  Butte,  Mont. 

Big  Bend  Oil  Co.— Directors :  A.  G.  Finch.  W.  M.  Owen,  N.  Ferguson,  M.  H. 
Brown,  H.  J.  Shad,  M.  C.  Burk.    Title:  Holrlings  near  Rlverton,  Wyo. 

Big  Dome  Oil  d  Gas  Co. — ^Butte,  Mont.    Directors:  J.  A.  Flint,  Butte,  Mont; 

C.  E.  Foye,  Butte,  Mont;  H.  F.  Bartels,  Butte,  Mont.;  W.  E.  Coman,  Butte, 
Mont. ;  L.  Z.  Fragler,  Butte,  Mont 

Bow  River  Oil  Co. — Denver,  Colo.  Directors:  O.  W.  Hennlng,  R.  Neef,  T.  M, 
Wood,  W.  A.  Burke,  L.  M.  Frawley. 

Cactus  Petroleum  Co. — Casper,  Wj'o.  Officers:  W.  D.  Waltman,  president; 
R.  P.  Fuller,  vice  president;  B.  O.  Lummis,  secretary;  W.  D.  Waltman, 
treasurer.    Holds  2,280  acres  in  Wyoming. 

California-Wyoming  Oil. — Fresno, '  Cal.  President,  El  J.  Crandall ;  vice 
president,  E.  W.  Combs ;  secretary  and  treasurer,  J.  J.  Sweet.    Other  directors, 

D.  L.  Wishon,  C.  D.  Adams,  T.  T.  Cornforth. 

Callaltan  Oil  Slialc  Co. — ^Denver.  Directors:  W.  R.  Eaton,  M.  H.  Callahan, 
M.  L.  Mahoney. 

Calumet  Oil  d  Oas  Co. — Denver.  Officers :  B.  Ross,  president ;  H.  Klugh,  vice- 
president;  F.  L.  Washburn,  treasurer;  J.  B.  Hurt,  secretary.  Holds  820  acres 
in  Oklahoma  and  800  acres  in  Lander  field,  Wyoming. 

Canary-Stillwell  Oil  Co. — Casper,  Wyo.  Officers:  J.  D.  Canary,  president; 
M.  M.  Stillwell,  secretary-treasurer;  T.  W.  Bradstreet,  manager.  Other  di- 
rectors: B.  C.  Hahn,  E.  R.  Shlpp,  E.  E.  Hahn.  Holdings  in  Lander,  Tisdale, 
Big  Muddy,  Armentia,  and  Salt  Creek  fields,  Wyoming. 

Carmania  Oil  d  Refining  Co. — Casper,  Wyo.  Officers:  Alfred  Steele,  presi- 
dent; W.  G.  Barnett,  vice  president;  W.  S.  Wintermute,  secretary-treasurer. 
Other  directors:  A.  H.  Aranson,  E.  R.  Shlpp.  Holds  2,270  acres,  distributed  in 
Powder  River,  Salt  Creek-Teapot,  Midway,  Pilot  Butte,  Piunket,  Bishop  Dome, 
Notches  Dome,  Emigrant  Gap,  Sand  Draw,  Alkali  Butte,  Lost  Well,  and  Castle 
Creek  fields,  Wyoming. 

Casper  Embar  Petroleum  Co. — Casper,  Wyo.  President,  Sam  Newhouse. 
Leases  5,000  acres  in  Powder  River. 

Casper  Triangle  Oil  Co. — Caspar,  Wyo.  President,  F.  D.  Berry;  vice  presi- 
dent, R.  J.  Vallelr;  secretary  and  treasurer,  P.  V.  Lewis.  Director:  C.  W. 
Mathewson.  Property :  160  Tinsdale,  160  Powder  River,  160  Midway,  320  Big 
Muddy,  640  Cole  Creek. 

Cedar  Ridge  Petroleum  Co. — Casper,  Wyo.  Officers:  R.  B.  Elderkln,  presi- 
dent; R.  H.  Fralney,  vice  president;  M.  J.  Egan,  secretary -treasurer.  Oother 
directors;  E.  C.  Sullivan,  G.  J.  Kelley.  Holds  5,200  acres  In  Alcove  Dome. 
320  acres  in  Lost  Cabin,  160  acres  in  Powder  River,  640  acres  Wheatland,  100 
acres  Big  Hollow. 

Center  Oil  Co. — Officers:  Alfred  Steele,  president;  Dr.  M.  C.  Keith,  vice 
president;  C.  D.  Poling,  secretary-treasurer.  Office:  Casper,  Wyo.  Holds  1,486 
acres  in  Wyoming. 

Centennial  Petroleum  Co. — Cheyenne,  Wyo.  Directors:  H.  M.  Olds  (Casper). 
F.  M.  Palmer  (Burns).  C.  Palmer  (Cheyenne). 

Centennial  Development  d  Refining  Co. — Denver.  Directors:  Charles  E. 
Redmond,  M.  A.  Spangelberger,  George  O.  Miles,  Hugo  Felix,  C.  O.  Patterson, 

Century  Oil  d  Oas  Co. — Denver.  Officers:  R.  C.  Kimbaugh,  president;  S.  L. 
Dniin.  secretary-treasurer;  James  S.  Warwick,  R.  S.  R.  Richards,  H.  O.  Newell, 
directors.  Holds  1,800  acres  in  Akron  field,  1,400  acres  in  Watkins  field,  and 
1,280  acres  in  southern  field,  all  In  Colorado. 

Chelsea  Oil  Co. — Denver.  President,  William  Miller;  vice  president,  Charles 
S.  Owens;  treasurer,  John  Lorenz.  Other  directors:  H.  P.  Ackard,  Frank  Mc- 
Donald. 

Cheyenne  Oil  Co. — Cheyenne  Wells,  Colo.    Directors :  I.  E.  Coleman,  Clarence 

E.  Polk,  Lizzie  T.  Leimbach. 

Cheyenne  River  Oil  Co. — Holdings  in  Cheyenne  River  basin,  (MO  acres  in  Salt 
Creek  field :  also  5,000  acres  deeded,  validated,  and  State  land. 

Chieago  Oil  d  Gas  Co.— Casper,  Wyo.  Directors :  D.  V.  Morton,  C.  H.  Patti- 
son,  L.  T.  Honnold. 

Chugwatf^  Oil  d  Oas  Co. — Chugwater,  Wyo.  President,  Floyd  Roe;  vice 
president,  F.  A.  Beard  ;  secretary,  A.  R.  Bostion,  and  treasurer.  Other  directors: 
Charles  Christy  and  Charles  Enix.  Property,  5,000  acres.  Title:  Leasehold 
and  fee. 
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Clay  Petroleum  Co. — ^Denver.  Directors:  A.  E.  Humphreys,  Jr.,  A.  E.  Hum- 
phreys, S.  W.  Eckman,  A.  M.  Glldersleeve,  S.  G.  Vldler. 

Clarke  Production  d  Refining  Co. — Deadwood,  S.  Dak.  President,  D.  J. 
Clark ;  vice  president,  O.  Seim ;  secretary,  R.  S.  Quimby ;  treasurer,  Burt 
Rogers.  Other  directors:  J.  D.  Clarke,  Lusk,  Wyo. ;  James  Hogarth,  H.  Philips. 
Property :  Own  leases  on  6,000  acres  of  deeded  and  validated  lands  in  Niobrara 
County,  Wyo. 

Coal  Creek  Oil  Co. — Denver.  Officers:  A.  M.  Glldersleeve,  president;  A.  E. 
Humohrey.  vice  president :  S.  W.  Eckman,  secretary-treasurer. 

Coal  d  Grass  Creek  Oil  Co. — ^Thermopolls,  Wyo.  Officers:  Dr.  A.  G.  Hamil- 
ton, president;  Harry  E.  Haldredge,  vice  president;  C.  S.  SoUars,  secretary; 
Mrs.  Dale  Gay,  treasurer.    Holds  3.120  acres  in  Wyoming.    One  well  drilling. 

Colorado  Monarch  Oil  Co. — Pueblo,  Colo.  Directors:  E.  H.  Chamberlain, 
J.  M.  Cornett,  H.  C.  Eldrldge,  L.  C.  Honeyman,  J.  W.  Kunder,  W.  W.  Murcott, 
Kay  Blxler, 

Cnlnrado  d  Oklahoma  Oil  d  Oas  Co. — Lamar,  Colo.  Directors:  John  F. 
Marlman,  Richard  Thaxton,  W.  A.  Strong,  E.  J.  Wagner,  C.  F.  Cook,  James 
Smith,  R.  L.  Strong. 

Colorado-Wyoming  Oil  Co. — ^Denver.  Directors :  George  F.  Glsh,  C.  Andrews, 
C.  M.  Deardorff,  William  McMaster,  Carl  F.  Tornquist. 

Colorado  Springn  Oil  ExcMnge  d  Brokerage  Co. — Colorado  Springs.  Di- 
rectors :  D.  J.  Flnkelsteln,  W.  B.  Price.  E.  H.  Thornton. 

Colorado  SJiale  OU  Co. — Denver.  Directors:  E.  W.  Euge,  H.  M.  Robinson, 
0.  V.  Christ,  A.  W.  Weyer,  R.  M.  Harbord.  409  Minnesota  Avenue,  Kansas 
City,  Kans. 

Colorado  Petroleum  Refining  Co. — Denver.  Directors:  William  H.  Lough- 
ridge,  F.  P.  Lilley,  J.  Herbert  Wilklns. 

Colorado  Oil  Co. — Denver.  Directors:  W.  P.  Franks,  F.  J.  Sheridan,  E.  J. 
Wilson. 

Colorado-Lucerne  Oil,  Gas  d  Development  Co.— Denver.  Directors;  George 
Pruth,  P.  M.  Peltier,  Guy  R.  Houghtelln. 

Colorado  Monarch  Oil  Co. — Pueblo.  Officers :  J.  M.  Cornett,  president ;  J.  W. 
Kunder,  vice  president ;  H.  C.  Eldredge,  secretary ;  L.  C.  Honeyman,  treasurer ; 
Ernest  F.  Green,  P.  W.  Murcott,  E.  H.  Chamberlln,  directors.  Has  2,120  acres 
in  Colorado. 

Columbine  Oil  Co. — Casper,  Wyo.  Officers:  Charles  F.  Gow,  president;  Frank 
Bennington,  first  vice  president;  R.  S.  Mosher,  second  vice  president;  H.  C, 
Hurd,  secretary-treasurer ;  R.  K.  Potter,  director.  Holds  tracts  of  1,440  acres  In 
?alt  Creek  field  and  740  acres  In  same  county,  Natroma  County,  Wyo.  One  pro- 
ducing well.    Two  wells  drilling.    Daily  production,  125  barrels. 

Colorado  Petroleum  Co. — Denver.  President,  H.  H.  Tompkins,  jr. ;  vice  presi- 
dent, K.  L.  Prentiss;  secretary  and  treasurer,  C.  J.  Pfusch;  directors,  Clyde 
Stevens,  Joe  A.  Schaefer.  Property  located  In  Routt  and  MofPatt  Counties. 
Title:  Leasehold.    Remarks:  4,000  Axlel  Basin,  6,000  Yampa  field. 

Columbia  Oil  d  Exploration  Co. — Denver.  Directors :  Horace  F.  Clark,  M.  L. 
Hoyt,  .John  Knowles,  E.  R.  Stadler,  F.  M.  Woods,  Frank  Murdoch,  I.  E.  Floo<l. 

Commerce  Oil  Co. — Denver.  Directors:  R.  E.  Nice,  Oliver  Newman,  Henry 
Kahn,  A.  Atkinson,  R.  M.  Nice,  E.  S.  Thudlcum,  L.  B.  Davis. 

Cfmbination  Oil  d  Gas  Co. — Casper,  Wyo.  Directors:  C.  Llebensteln,  Alex 
B.  King,  Charles  C.  Bradley,  L.  R.  Bellman,  R.  E.  Stapletou.  Property,  L,  R. 
Bellman,  R.  E.  Stapleton. 

Consolidated  Gas  d  Oil  Co. — Denver.  Directors :  E.  E.  Nichols,  John  P.  Scott, 
3.  J.  Culleton,  H.  M.  Severance.  W.  F.  Reynolds. 

Consolidated  Wyoming  Oil  d  Gas  Co. — Casper,  Wyo.  Directors :  W.  Jardlne, 
jr.,  R.  McDermott,  R.  S.  Pryce,  M.  A.  McDermott,  J.  L.  Morrow. 

Consumers'  Oil  d  Refining  Co. — Denver.  Officers:  C.  F.  Clark,  president; 
J.  C.  Roberts,  vice  president ;  George  P.  Larsen,  secretary ;  J.  E.  Trinnler,  treas- 
urer; Leo  Kauff'mr.n,  director.  Holdings  in  Torchlight  field.  Nine  producing 
wells  and  another  drilling.  Average  depth  of  oil  formation,  6o0  feet  in  20  feet 
of  sand. 

Cooper  Basin  Oil. — Rawlins,  Wyo.  Directors:  J.  M.  Rurasey,  N.  R.  Green- 
field. H.  Breitenstein. 

Cook  Oil  Co. — Casper,  Wyo.  Officers :  Dr.  Frederick  A.  Cook,  president ;  Her- 
man D.  Curtis,  vice  president,  treasurer  and  general  manager;  Frank  G.  Curtis, 
secretary.  Holds  about  10,000  acres  near  Casper,  Thermopolls,  Worland,  and 
other  points  In  northwestern  Wyoming. 

Corona  Development  Co. — Officers:  S.  A.  Lane,  president;  M.  C.  Clarkson,  vice 
president ;  W.  A.  Wilson,  treasurer ;  T.  C.  Spears,  secretary ;  T.  O.  Turner,  man- 
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i\iiev;  V.  Sullivan,  dIrtH'tor.     Deals  In  oil  lands  and  leases.     Furnishes  i)ljysinil 
and  jjeological  reports. 

Copper  Kcttip  Oil  <(•  Derrick  Co. — Denver.     President.  O.  Gambrel ;  viev  presi 
<lent,  M.  I).  Me(iinnis:  secretary,  V.  E.  Coe;  treasurer,  Howanl  Kluph.     Other 
dire^'toi',  Henry  Vo^et.     Projierty,  4,000  acres  leased  in  Yuma  County. 

Corona  Oil  <e  dan  Co.— Lamar.  rHrectors:  Edward  J.  Dlerks,  B.'  J.  Dierks, 
J.  W.  Bent,  G.  A.  Bent,  F.  D.  Bane. 

Cosdfm  Co. — Five  thousand  acres  in  East  Salt  Creek  and  Big  Sand  I>ra\v. 
Title  leases.    Absorbed  Cosden  C.  &  G.    Cosdon  Co.  contracted  to  drive  two  wells. 

Crescent  Oil  d  Oas  Co. — Pueblo,  Colo.  Directors:  T.  G.  McCarthy,  George 
McLagan,  O.  E.  Coogle,  William  Burnett,  E.  H.  Finke. 

Croir  Valley  Oil  d  Gas  Dereloptnent  Co, — Groyer,  Colo.  Officers:  George  B. 
Davis,  president;  Albert  A.  Ix)nger,  secretary-treasurer;  Frank  A.  Hoffhine 
Louis  Larson,  O.  E.  McMahon,  E.  B.  Reynolds,  M.  Oitling,  directors.  Holds 
9,000  acres  In  Colorado  fields. 

Chicago  Oil  Co. — Denver.  Directors:  Edwin  F.  Arthur,  George  H.  Swerer, 
Eilith  Preston. 

Connecting  Link  Oil  d  Oas  Co. — Colorado  Springs.  Directors :  Earl  M.  Tero'. 
Charles  E.  (iates,  George  W.  Idler,  S.  R.  Tumey,  Walter  W.  De  Witt 

Croesus  Oil  Co. — Denver.  Directors:  D.  W.  Cooter,  H.  A.  Gibson,  H.  L. 
Thompson. 

TJie  Crystal  Creek  Petroleum  Re  fining  Corporation. — Casper,  Wyo.  President, 
H.  E.  Ervin ;  treasurer,  L.  R.  Ewart.  Other  directors :  H.  E.  Ervin,  H.  M.  Good- 
reau,  H.  H.  Ewart,  Cody.    Property :  Crystal  and  Cody  fields,  Wyo. 

Cumberland  OH  Co. — Denver.  Directors :  L.  C.  Greenlee,  F.  F.  Roose,  John  M. 
Campbell,  George  W.  Eastom,  A.  D.  Wilson,  Bert  Martin. 

Curtis  Petroleum  Co. — Casper,  Wyo.  Officers:  Don.  Allen  Curtis,  president; 
Alonzo  G.  Setter,  vice  president;  Frank  G.  Curtis,  secretary,  treasurer  and 
general  manager.  Holds  and  leases  acreage  in  Iron  Creek,  Oil  Mountain.  Emi- 
grant Gap.  and  40  acres  with  the  New  York  Oil  Co.,  in  Salt  Creek  field. 

Conrad  Oil  d  Gas  Co. — Conrad,  Mont.  Directors:  C.  H.  Pearson,  Conrad, 
Mont;  A.  E.  Brunson,  Conrad,  Mont;  J.  H.  Cunningham,  Great  Falls,  Mont: 
G.  C.  Chrisman,  Conrad,  Mont.;  I.  N.  King,  Spokane,  Wash.;  C.  P.  Oottett, 
Spokane,  Wash.:  J.  H.  Hamilton,  Conrad,  Mont. 

Consolidated  OU  Co. — Marti nsdale,  Mont.  Directors:  J.  Stanley  Smith,  Mar- 
tlnsdale,  Mont. ;  H.  L.  Mayn,  Martinsdale,  Mont. ;  Wm.  Wade,  Martinsdale.  Mont 

Cypress  Oil  d  Gas  Co. — Montana.  Directors :  C.  F.  Coffin,  Livingston,  Mont : 
J.  P.  Kurtz,  Billings,  Mont. ;  P.  W.  Roach,  Billings,  Mont ;  J.  West,  Rensselaer, 
Ind. ;  P.  M.  Taylor,  Glendlve,  Mont. 

Chinook  Water,  Gas  d  Oil  Co. — Chinook,  Mont.  Directors:  J.  L.  Sprinkle. 
Chinook,  Mont. ;  T.  OHanlon,  Chinook,  Mont. ;  J.  Kuhr,  Chinook,  Mont ;  G.  B. 
Fuller,  Chinook,  Mont. ;  J.  I^ehfeldt,  Chinook,  Mont. ;  John  McLaren,  Chinook, 
Mont ;  B.  Fogarty,  Chinook.  Mont. ;  L.  N.  Beaulleu,  Chinook,  Mont.;  W.  Benson, 
Chinook,  Mont. ;  F.  Boyle.  Chinook,  Mont. ;  R.  J.  Moore,  Chinook,  Mont ;  C. 
Miller,  Cleveland,  Mont.;  L.  B.  Taylor,  Lloyd,  Mont. 

Clarks  Fork  Oil  d  Oas  Co.— Billings,  Mont  Directors :  T.  A.  Snidow,  Billings. 
Mont;  Vj.  H.  Gagon,  Billings,  Mont.;  O.  F.  Goddard,  Billings,  Mont;  J.  W. 
Thomas,  Butte,  Mont.;  R.  Lockey,  Helena,  Mont. 

Commercial  Oil  Co. — Montana.  Directors:  T.  C.  Power,  Helena,  Mont;  C. 
B.  Power.  Helena,  Mont. ;  T.  L.  Martin,  Helena,  Mont. ;  J.  M.  Power,  Helena, 
Mont ;  E.  A.  Wyatt,  Great  Falls,  Mont. 

Conrad  Exploration  Co. — Conrad,  Mont.  Directors:  J.  McBrlde,  Conrad. 
Mont;  J.  H.  Hamilton,  Conrad.  Mont.;  S.  MacDonald,  Cx)nrad,  Mont;  B.  H. 
McBrlde,  Helena,  Mont. ;  V.  U.  Rodgers,  Great  Falls,  Mont 

Coffee  county  Oil  d  Gas  To.— Denver.  Directors:  Elizabeth  Smith,  T.  A. 
Smith,  J.  D.  ISIcAlpine. 

ColO'Okla  Oil  Co.— Grand  Junction,  Colo.  Directors:  B.  M.  Allison,  F.  C. 
Holonbek,  M.  L.  Holonbek,  L.  Baird,  H.  B.  Woods,  C.  E.  Woods,  T.  J.  Elliott. 

Cheno  Oil  Co. — Denver.  Colo.  Directors :  J.  H.  Johnson,  P.  W.  Irvine.  A.  H. 
Laws. 

Carhart  Oil  Oo.— Douglas,  Wyo.  Directors:  W.  T.  Carhart,  I.  P.  J.  Llnx. 
J.  F.  Carhart  C.  O.  Brown,  W.  T.  Kimball,  L.  D.  Rosenberg,  L.  P.  Carhart 

Crest  Oil  Co.— Property :  960  acres,  northwest  part  of  Big  Muddy  ;  4,000  acres 
in  Wheatland  field :  40  acres  in  Greybull. 

Clark  Fork  Oil  Co. — Bridger,  Mont.  Directors:  C.  B.  McMenamin,  Bridger, 
Mont. ;  E.  O.  Chaffln,  Bridger,  Mont. :  R.  B.  Dnnnmond,  Red  Ix)dge,  Mont 
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Colorado  Oil  d  Development  Co. — Denver,  Colo.  Directors:  D.  J.  McCoy, 
H.  W.  Cornell,  R.  B.  Bell,  W.  J.  Candlsh,  P.  B.  Russell. 

Deltox'Wyoniing  Oil  Co— Casper,  Wyo.  Officers:  E.  H.  Steiger,  St.  Paul, 
Minn.,  president;  John  E.  Burchard,  vice  president;  L.  W.  Terry,  treasurer; 
R.  S.  Hutchinson,  secretary.  Other  directors.  Holds  and  leases  1,280  acres  In 
the  Tisdale  field ;  320  acres  in  the  Teapot  dome ;  2,960  acres  In  the  Oil  Mountain 
dome;  and  960  acres  In  the  Big  Muddy  field. 

The  Del  Mar  Oil  Co.—O&sper,  Wyo.  Directors :  A.  J.  Taussig,  W.  M.  Wallaw, 
('.  B.  Barnes,  E.  C.  Sterling,  J.  McComb,  P.  E.  Keeler,  G.  B.  Morgan.  Remarks : 
Operations  in  Natrona  and  Johnson  Counties,  Wyo. 

Denver  Electra  Oil  Co. — ^Denver.  Directors :  George  H.  Dunbar,  George  H. 
Day,  Nellie  E.  Dunbar. 

Denver-Olenrock  OU  Co, — Glenrock,  Wyo.  Officers :  George  S.  Williams,  Floyd 
Jones,  N.  A.  Fleischer,  directors. 

Denver  OU  d>  Refining  Go. — Denver.  Officers:  L.  V.  J.  Kimball,  president; 
X.  A.  Fleischer,  vice  president ;  Theodore  H.  Thomas,  secretary  and  treasurer. 
Holds  640  acres  in  the  Big  Muddy  field. 

Detroit-Wyoming  Oil  Co. — ^Denver.  Directors :  M.  B.  Porter,  John  B.  Fowler, 
Ben  D.  Spence,  jr.,  John  E.  Kelly,  Frank  Prestidge,  Frank  Whitehead,  H.  K. 
Fowler. 

Diamond  Oil  Co. — ^Denver.  Officers:  C.  H.  Bauer,  president;  B.  T.  Keim, 
vice  president ;  E.  T.  Straub,  treasurer ;  James  Hessel,  secretary ;  other  direc- 
tors, A.  N.  Buell,  D.  J.  Clark.  Holds  630  acres  in  Lost  Soldier,  Muddy,  Lusk, 
and  Wheatland  fields,  Wyoming.  Two  partnership  wells — one  In  Ijost  Soldier 
field  and  the  other  In  Muddy  field. 

Dividend  Petroleum  Co. — Denver.  Directors:  E.  A.  Bromley,  J.  W.  Orvls, 
Julius  A.  Nelson,  Edward  Rolle,  William  G.  Smith. 

Dollar  Oil  Co. — ^Denver.  Directors:  Floyd  A.  Johnson,  Carl  F.  Anderson, 
William  Hoskin,  Clyde  H.  Ferguson,  Robert  McBurney. 

Dome  OU  Co. — Marmouth,  Mont.  Officers:  President  W.  C.  Vandervost; 
vice  president,  K.  A.  Munger ;  secretary,  W.  P.  Kerr ;  G.  H.  Suit,  J.  H.  Cramer, 

E.  H.  Wilson,  W.  F.  Burnett,  directors.  Property  In  Little  Beaver  Basin  in 
Fallon  County,  Mont.    Leasehold. 

Dominion  Oil  tt-  Refining  Co. — Lamar,  Colo.  Directors:  J.  W.  Bent,  G.  A. 
Bent,  F.  I>.  Bane.  Edward  J.  Dierks,  B.  J.  Dlerks. 

Double  Standard  Oil  &  Gas  Co. — Denver.  Directors:  George  R.  Markey, 
Walter  T.  Decker.  William  F.  Reynolds. 

Douglas  Wyoming  Oil  Co. — Denver.  Officers:  E.  M.  Thomasson,  president; 
C.  H.  Nolle,  vice  president ;  N.  V.  S.  Mallory,  secretary  treasurer ;  John  Inglis, 

F.  J.  Knauss.  C.  H.  Nohe,  It.  E.  Washburn,  John  A.  Davis,  directors.  Eight 
hundred  and  forty  acres  in  Wyoming,  160  acres  deeded  land  in  Brenning  Basin, 
section  35 ;  720  acres  of  leases  In  Brenning  Basin,  Big  Muddy  and  Lost  Soldier 
fields,  Wyoming. 

Drayton  Drilling  Co. — ^Thermopolls,  Wyo.  Officers:  President,  A.  K.  I>ee; 
secretary,  Fred  Etolredge ;  treasurer,  Martin  McGrain.  Property  consists  of  200 
acres  deeded  land  in  Grass  Creek. 

Property  consists  of  200  acres  deeded  land  In  Grass  Creek. 

Drayton  Oil  and  Gas  Co. — Thermopolls,  Wyo..  Officers:  Arthur  K.  Lee,  presi- 
dent ;  Martin  Mciirain,  treasurer ;  B'red  Etolredge,  secretary.  Holds  200  acres 
•lewiefl  land   In  Grass  Creek. 

Drillers  Oil  Co. — Denver.  President  S.  B.  Morrison,  jr. ;  vice  president  H.  F. 
Kenne<ly ;  secretary,  L.  K.  Baker ;  treasurer.  Jack  Payment ;  R.  J.  Bonwell, 
director.  Property:  One  thousand  four  hundred  and  eighty  Blue  Hill,  between 
Greybull  and  Torchlight,  49  acres  in  Torchlight  property.    Lease. 

Duluth- Wyoming  Oil  Co. — Property :  Six  hundred  and  forty  Coallnga  field 
near  Elk  Basin  and  Powder  River  dome,  Wyoming. 

Dvtton-l^taley  Brokerage  Co.,  (Inc.) — Officers:  M.  C.  Dutton,  president; 
Ilobert  K.  Staley,  seci-etary  treasurer;  C.  L.  Thompson,  vice  president.  Have 
•loldings  of  9,000  acres  In  Powder  River.  Boone,  Big  Muddy,  and  West  Salt 
Creek  fields.  Has  underwritten  Platte  River  Oil  Co.,  Hevla  Wyoming  OU  Co., 
and  Empire  Petroleum  Co. 

Dutton.  Staley  &  Co. — Casper,  Wyo.  Directors :  M.  C.  Dutton,  R.  K.  Staley, 
C.   L.   Thompson. 

Domino  Wyoming  Oil  Co. — Casper,  Wyo.  Address,  Casper.  President,  C.  F. 
Winter.  I^ase.  1,040  acres,  Lane  dome,  800  acres  Powder  River.  Owns  600 
iiVTf^H  Emigrant  (iap.  720  acres  Poison  Spider,  720  acres,  1,640  acres  North 
Oisi^er  Creek. 
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Darby  Coal  ds  Dev€lopme7it  Co.— Montana.  Directors :  R.  B.  Nicholson,  Govno, 
Mont;  D.  D.  Nicholson,  Como,  Mont.;  J.  F.  Waddell,  Darby,  Mont;  J.  A. 
Holder,  Darby,  Mont.;  J.  Cheney,  Hamilton,  Mont. 

Dillon  Oil  Co.— Butte,  Mont  A.  Wallcer.  Butte,  Mont. ;  C.  W.  Robnett  Butte, 
Mont;  A.  Hansen,  Anaconda,  Mont;  A.  J.  Perrault,  Anaconda,  Mont  J.  H. 
Maclsay,   Dillon,   Mont. 

Dnf  Creek  Oil  Co, — Office,  Bridger,  Mont.  Directors :  J.  T.  Frebury,  Bridger, 
Mont.;  J.  A.  Dowdle,  Bridger,  Mont;  L.  L.  Baslcins,  Bridger,  Mont;  W.  R 
PInkney,  Bridger,  Mont. ;  V.  E.  Pinkney,  Bridger,  Mont. ;  M.  L.  Dowdle,  Bridger, 
Mont;  6.  H.  O'Donuell,  Elk  Basin,  Wyo.;  E.  Nicliols,  Billings,  Mont;  H.  L. 
Wilson,  Billings,  Mont 

Eagle  Oil  Co. — Denver.  Officers :  Dr.  Ix>uis  Hough,  president ;  W.  S.  Tarbcll, 
vice  president  and  general  manager;  John  W.  Graham,  secretary  treasurer; 
A.  F.  Turner,  A.  V.  Officer,  C.  H.  Ramsey.  A.  F.  VickRoy,  H.  Hurst,  and  W,  H. 
Malone,  directors.    Holds  2,500  acres  in  eastern  Colorado. 

Elco  Oil  rf  Gas  Co.— Frannle,  Wyo.  Officers :  C.  M.  Oollaher,  W.  C.  Berry,  W. 
S.  Sales,  L.  B.  Merrill,  directors. 

Eclipse  Petroleum  d  Development  Co. — Denver.  Directors :  Fred  T.  McGulre, 
L.  Seaton,  Martin  Sayres,  E.  M.  Lelless,  H.  B.  Seaton. 

El  Paso  Oil  Co.— Colorado  Springs.  Directors:  R.  N.  Edgington,  G.  B.  Mc- 
Curdy.  T.  H.  McConnell,  F.  H.  Cunningham,  C.  Underbill,  H.  R.  Huffman,  D.  W. 
Cooter,  W.  T.  Keune<ly,  B.  A.  Banta. 

El  Rico  Oil  Co.— Denver.  Directors:  F.  W.  Howbert  J.  K.  Wyatt,  BI.  D. 
Mullen,  James  J.  Flaherty,  F.  M.  Perkins,  M.  Fox,  C.  M.  Armstrong. 

Elk  Basin  Petroleum  Co. — (Wyoming.)  Officers:  T.  A.  Snidow,  president; 
C.  L.  Woods,  vice  president ;  A.  K.  Lee,  secretary-treasurer.  Holds  half  interest 
in  320  acres  In  Elk  Basin  field,  Wyo.  Three  wells  completed.  Another  drilling. 
Present  production  100  barrels  dally,  largely  from  one  well. 

Elk  Jiasin  Petroleum  Co. — (Maine.)  Officers:  Martin  Paskus,  president; 
W.  R.  Fawcett,  vice  president;  A.  G.  Hopkins,  secretary.  Holds  840  acres  in 
Elk  Basin  field,  Wyo.,  and  Carbon  County,  Mont  Has  eight  wells  with  produc- 
tion more  than  1,500  barrels  dally ;  gasoline  content,  40  per  cent. 

ElkJitfm  Oil  Co. — Casper,  Wyo.  Officers:  J.  F.  Leeper,  president;  Jeremiah 
Mahoney,  secretary;  Eugene  McCarthy,  treasurer.  Holds  State  lease  for  400 
acres  In  Big  Muddy  field,  Wyo. 

Eleven-Fort i/-Ei(fht  Oil  Co. — Casper,  Wyo.  Officers:  Charles  IJebenstein, 
Alex  B.  King,  Q.  K.  Deaver,  L.  R.  Bellman,  George  G.  Chandler,  directors. 

Elk  Basin  United  Oil. — Kemmerer,  Wyo.  Property :  Cue  hundred  and  twenty 
acres  Elk  Basin,  80  Rawhide,  100  Tea  Pot 

Ellis  Oil  Co. — Denver,  Colo.  President,  O.  T.  Boulton;  vice  president, 
James  McComb;  secretary,  AVilliam  Miller;  treasurer,  James  McComb.  Other 
directors:  John  Lorenz,  F.  R.  Knight. 

Em  an  Oil  CorpftraUon. — Denver.  Capital  stock,  $80,000 ;  par  value,  $1.  Direc- 
tors: C.  W.  Eman,  H.  A.  Dow,  M.  L.  Ericson,  La  Vlrgne  J.  Kimball,  Denver; 
A.  M.  Broleen,  Boulder. 

Emhar  Oil  Co. — Basin,  Wyo.  Officers:  James  Plzar,  president;  James 
Jedilka,  vice  president;  William  Richards,  secretary;  James  Pizar.  trensiirer. 
Holds  1,540  acres  in  Bonanza  field  adjacent  to  land  of  Soo  Oil  Co.  Hole  started 
in  1916  stopped  because  of  being  crooked.    New  well  1,800  feet  deep. 

Emigrant  Gap  Dome  Oil  Co. — Pueblo.  Directors:  Alfred  Hathaway,  David  S. 
Kahn,  John  A.  Martin,  Jerry  D.  Seattle,  William  Walk,  Thomas  E.  Martin, 
George  W.  Huphes,  F.  K.  Houseknecht 

Empire  Oil  d-  Gas. — Denver.  President,  E.  Atwater;  vice  president,  F.  L. 
Haruois;  secretary,  A.  Hiller;  treasurer,  C.  W.  Butterworth.  Harry  Atwater, 
director.  Property :  Four  hundreil  and  sixty  acres  B.  M.,  320  Rattlesnake,  4G0 
acres  in  B.  M.  district.    Title:  Leases. 

Enterprise  Petroleum  Cn. — Denver.  Directors:  David  Swickhlmer,  Clarence 
L.  Green,  Paul  Knowles,  Charles  Williams,  Lester  Weber. 

Equalitij  Oil  cG  Development  Co. — (Jasper,  Wyo.  Officers:  M.  W.  Edwards, 
president  and  penoral  manager;  J.  A.  Edwards,  first  vice  president;  W.  W. 
Edwards,  second  vice  president:  A.  S.  Manning,  secretary;  Kelly  M,  Roach, 
treasurer.  Holds  2  GOO  acres  in  heart  of  Big  Muddy  field  and  a  quarter  interest 
in  the  Big  Bear  Oil  Co. 

Equitable  Cooperative  Oil  <€  Gas  Co. — Denver.  Directors:  B.  Ross,  H.  Klugh, 
George  Settle,  H.  R.  Hay,  W.  W.  Klrby.  Holds  100  acres  in  Cody  field,  Wyo. 
One  well  being  drilled. 
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Equity  Oil  Co. — ^Denver.  Officers :  President,  A.  E.  Swanson ;  vice  president, 
A.  L.  Goodman ;  secretary  and  treasurer,  William  Tousek.  Property :  Elk  Basin, 
Dry  Creek.  Rawhide.    Title:  Lease. 

Emng  (HI  d  Oas  Co. — ^Riverton,  Wyo.  Directors :  W.  R.  Bennett,  M.  O.  Imbs, 
£.  Scanlin. 

Eastern  Montana  Oil  d  Qas  Co.— Miles  City,  Mont.  Directors :  M.  W.  Milllgnn, 
Uiles  City,  Mont ;  G.  B.  Pope,  Miles  City,  Mont ;  A.  Kircher,  Miles  City,  Mont ; 
A.  M.  Bail,  Miles  City,  Blont. ;  F.  R.  Savage,  Miles  City,  Mont. 

Economy  Oil  Co. — Colorado  Springs,  Colo.  Directors :  N.  M.  Brown,  Colorado 
Springs,  Colo. ;  M.  H.  Yogel,  Colorado  Springs,  Colo. ;  B.  H.  Pelton,  Fort  Morgan, 
Colo. 

Elk  BaHn  Oil  Co.— Butte,  Mont.  Directors:  W.  B.  Reynolds,  Butte,  Mont; 
J.  W.  WalUscb,  Butte,  Mont. ;  L.  0*Nell,  Butte,  Mont. 

Empire  Oil  Co.— Lewistown,  Mont.  Directors:  W.  S.  Larson,  Lewistown, 
Mont. ;  R,  C.  Houghton,  Lewistown,  Mont. ;  C.  J.  Marshall,  Lewistown,  Mont 

Farmers  Oil  d  Gas  Co. — Pueblo.  Directors :  W.  R.  Ware,  G.  F.  Berry,  S.  P. 
McDowell,  Joe  McClenagan. 

Federal  Shale  Oil  Co. — Denver.  Directors:  G.  W.  Bowman.  C.  B.  Frink,  L  P. 
Hwlge,  D.  D.  Potter,  R.  P.  Ralston,  Gertrude  I.  Potter,  H.  K.  Savage. 

Federated  Oil  d  Refining  Co. — Denver.  Directors:  W.  A.  Peterson,  H.  W. 
Benight,  L.  T.  Powers,  Walter  P.  Johnson,  Sone  Nelson,  C.  H.  Wlngender,  Vic- 
tor R.  Olmsted,  M.  C.  Henneberry,  Benjamin  H.  Matthews. 

Fire  Fields  Oil  Co. — Denver.  Officers :  E.  M.  Thomnsson,  president ;  N.  Y.  S. 
Mallory,  secretary-treasurer;  John  A.  Davis,  C.  H.  Nohe,  F.  J.  Knauss,  E.  L. 
Johnston,  J.  A,  Metzger,  directors. 

Holds  a  total  of  6,520  acres  in  Big  Muddy,  Brennlng  Basin,  Midway  Dome, 
Salt  Creek  fields,  Wyo.,  and  In  Slebert  and  Limon  fields,  Colo. 

Flagler  Oil  Development. — Denver.  President,  A.  J.  Lookwood;  secretary, 
P.  E.  Coe;  treasurer,  C.  M.  Smith.  Other  directors:  O.  Gombrel,  G.  Yates. 
Property:  4,750  Yuma  and  Kit  Karson  County,  Colo.    Title:  Lease. 

Flagler  Oil  d  Gas. — Denver.  President,  Charles  E.  Rock ;  vice  president,  A.  J. 
Lookwood;  secretary,  R.  Winger;  treasurer,  T.  J.  Smith.  Other  directors: 
G.  B.  McFall,  H.  G.  Marquis.  Property :  3,000  acres  In  Flagler  Dome.  Title : 
Lease. 

Flat  Top  Oil  d  Gas  Co. — Douglas,  Wyo.  Officers :  Charles  P.  Morlnrty,  presi- 
dent and  treasurer ;  Soren  Madsen,  vice  president ;  Emll  Hansen,  secretary  and 
office  manager.    Holds  900  acres  In  Wyoming.    One  well  drilling. 

Florence-Colorado  Oil  Co. — Florence,  Colo.  Directors:  L.  W.  Naylor,  Mar- 
garet M.  Naylor,  J.  W.  Naylor. 

Fourth  Oil  Stream  Petroleum  Co. — Bristol,  Colo.  Directors :  Howard  Coates, 
H.  L.  &Ioran,  R.  S.  Coates,  A.  C.  Moran,  W.  S.  Coates. 

Fox  Hill  Oil  d  Development  Co. — Denver.  Directors:  G.  H.  Peterson,  Claud 
D.  Lowry,  A.  D.  Wilson,  A.  G.  Craig. 

Franco-Wyoming  Oil  Co. —  (Delaware.)  Officers:  Reside  In  France.  W.  D. 
Waltniaii,  general  manager  for  United  States  of  America;  C.  W.  Bunlick  and 
A.  C.  Cumpbell,  American  directors.  Controls  3,000  acres  In  West  Salt  Creek. 
Is  u  holding  company  for  several  subsidiaries,  such  as  Wyoming  Oil  Fields  Co., 
Natrone  Pipe  Line  &  Refinery  Co.,  and  Ennlpac  Oil  &  Gas  Co. 

Frccmont-Wyoming  Oil  Co. — Denver.  Six  hundred  and  forty  acres  between 
Cooper  Mountain  and  Cedar  Ridge,  Fremont  County,  Wyo.  Directors:  V.  Ash- 
ton,  J.  M.  Jones.  F.  W.  McClIntock,  G.  C.  Stouti  J.  C.  G wilier. 

French  Oil  Co.— Casper,  Wyo.  Offlcei-s:  L.  A.  J.  Phlllpiwt,  president  and 
?PiHM-ui  manager;  B.  B.  Brooks,  vice  president  and  treasurer;  W.  O.  Wilson, 
i^eeretary;  H.  Foulou  de  Vaulx,  C.  H.  To\Vnsend,  A.  C.  Campbell,  C.  W.  Burdick, 
tlirectors.    Has  400  acres  In  Big  Muddy  field,  Wyoming.    Drilling. 

Frontier  Oil  Co. — Denver.  Otticers:  H.  M.  Rubey,  president;  William  H. 
Oal)l)ert,  R.  G.  Mullen,  H.  E.  Muluix,  and  Frank  A.  Dwyer,  directors.  Holds 
1(K)  acres  in  Carlwn  County,  320  acres  in  Nnlrona  County,  Wyo. 

Fnir/leUl  Oil  d  Coal  Co.— Great  Falls.  Mont.  Directors:  E.  R.  Angle.  Fair- 
field, Mont.;  C.  Y.  Zlrkle,  Great  Falls,  Mont.;  J.  G.  Noren,  Great  Falls,  Mont. 

Fcujus  Oil  d  Gas  Co. — Lewlston,  Mont.  Directors:  H.  A.  Speed,  Lewiston, 
Mont.;  M.  W.  Boerema.  Lewiston,  Mont.;  J.  M.  Chandler,  Lewiston,  Mont. 

Fftrftyth  Oil  d  Dcrclopnicnt  Co. — Forsyth,  Mont.  Directors:  A.  Sclinp'ro, 
Porsyth,  Mont.;  N.  L.  Nelson,  Forsyth,  Mont.;  H.  W.  Van  Duzen,  Edwards, 
Mont. 

Fort  Benton  Gas  d  Oil  Co. — Fort  Benton,  Mont.  Directors:  F.  A.  Flanagan, 
Fort  Menton,  Mont. ;  J.  S.  Brown,  Fort  Benton,  Mont. ;  I.  G.  Huutsberger,  Fort 
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Ben  toil,  Mont. ;  P.  Morger,  Fort  Benton,  Mont. ;  J.  Hitter,  Fort  Benton,  Mont. ; 
W.  H.  Louther,  Fort  Benton,  Mont. ;  J.  A.  Kavaney,  Fort  Benton,  Mont 

Fenncx  Oil  Co. — Douglas,  Wyo.    Remarks:  3^  acres  in  Big  Muddy. 

Frisco-Wyoming  Petroleum  Co. — Casper,  Wyo.  Directors:  E.  J.  Carlln.  W. 
W.  Johnston,  A.  E.  Stirret,  S.  Newliouse.  H.  M.  Weir. 

Frarmie  Oil  Co. — Bridger,  Mont.  Directors:  W.  E.  Pinkney,  Brldger,  Mont, 
Verna  E.  Pinckney,  Bridger,  Mont ;  L.  B.  Merrill.  Bridger,  Mont. ;  Edith  Merrill, 
Bridger,  Mont. ;  C.  L.  Merrill,  Bridger,  Mont. 

Ford  Creek  Oil  Co. — Grass  Range,  Mont.  Directors:  J.  A.  Coleman,  licwis- 
town,  Mont. ;  G.  Dengel,  Grass  Range,  Mont ;  J.  Dengel,  Grass  Range,  Mont. 

Qallatin  Valley  Oas  Co. — Incorporated,  Montana.  Directors:  J.  C.  Jeffery, 
Chicago,  111. ;  S.  T.  Meservey,  Chicago,  111. ;  W.  H.  Hulswlt,  Chicago,  III. ;  F.  A. 
Spies,  Chicago,  III.;  F.  L.  Benepe,  Bozeman,  Mont;  H.  D.  Kremer,  Bozeman, 
Mont. ;  R.  W.  Lysle,  Bozeman,  Mont 

Oas  Construction  Co. — Billings,  Mont  Directors:  R.  C.  Cardell,  Billings, 
Mont ;  G.  E.  Snell,  Billings,  Mont ;  G.  E.  Snell,  Billings,  Mont ;  E.  R.  Price, 
Billings,  Mont 

Olasgato  Oil  d  Ous  Co. — Glasgow,  Mont.  Directors :  A.  L.  Townsend,  Plenty- 
wood,  Mont. ;  E.  Cleaver,  Glasgow,  Mont. ;  S.  C.  Moore,  Glasgow,  Mont 

Oreyhull  Oil  d  Exploration  Co. — Butte,  Mont  Directors:  J.  B.  Patterson, 
Butte,  Mont. ;  W.  C.  Wilson,  Butte,  Mont. ;  F.  D.  Darnell,  Butte,  Mont 

Orub  Stake  Development  Co. — Office,  Billings,  Mont.  Incorporated,  Montana. 
Directors :  A.  H.  Barth,  Billings,  Mont. ;  J.  Adams,  Billings,  Mont ;  T.  Arthure, 
Billings,  Mont. ;  J.  G.  Link,  Billings,  Mont ;  J.  Zimmerman,  Billings,  Mont 

The  Gas  Rock  Oil  Co. — Rawllngs,  Wyo.,  and  Denver.  Other  d'rectors:  .Tohn 
J,  Mack,  H.  J.  Clarke,  and  L.  M.  Clarke. 

Gate  City  Oil  d  Gas  Co.— Pocatello,  Idaho.  Officers:  Dr.  O.  B.  Steeley,  presi- 
dent ;  F.  C.  Bowman,  vice  president ;  W^alter  Service,  treasurer ;  W.  A.  Bartlett 
secretary ;  J.  A.  Headlund,  John  O.  Johnson,  C.  R,  Bevill,  R.  D.  Jones.  A. 
Stewart,  C.  E.  Thompson,  F.  C.  Bowman,  George  M.  Scott,  John  W.  Peters,  L.  A. 
Graves,  J.  H.  Wilson,  and  Dr.  R.  J.  Cruse.  dire<'tors.  Holds  2.080  acres  in  I»st 
Soldier  dome.  Rock  Springs  dome.  Rattle  Snake  dome,  and  Laramie  dome, 
Wyo.     Option  on  320  acres  in  Big  Muddy  field,  Wyo. 

Gate  City-Wyoming. — Pocatello,  Idaho.  Officers:  Dr.  O.  H.  Steeley,  president: 
L.  C.  Bowman,  vice  president ;  W.  A.  Bartlett,  secretary ;  ]M.  Service,  treasurer. 
Property :  640  L.  S.,  640  Rattlesnake,  160  Laramie,  640  Rock  Springs,  Wyo. 

General  Petroleum  Co. — Remarks:  Purchased  Wyoming-Montana  Develop- 
ment Co.  and  most  of  West  Salt  Creek ;  also  Includes  Mutual  Pet. 

Geyser  Oil  Co. — Officers :  L.  J.  Willis,  president ;  Alhert  Olsen,  first  vice  presi- 
dent; F.  J.  Sylvester,  second  vice  president;  R.  P.  Snell,  jr.,  treasurer;  S.  P- 
Nicholson,  secretary  and  general  manager.  Holds  3,200  acres  Government  laud 
and  1,300  acres  deeded  land  In  Big  Horn,  Gyp  Creek,  and  Byron  fields,  AVyoniinp. 

Glend  Oil.  Gatt  d  Petroleum  Co.— Office,  Wheatland,  Wyo.  Officers:  Fretl 
Hogg,   president;   George  M.  Black,  vice-president;  R.   L.  Bowen,  treasurer; 

A.  L.  Taylor,  secretary ;  L.  C.  Thompson,  general  manager.  Holds  5,000  acres  In 
Wyoming  fields. 

Glenhurst-Wyoming  Oil  Co. — Office,  Douglas,  Wyo.  Officers:  John  McGrath. 
president ;  C.  H.  McWinnie,  vice  president ;  P.  L.  Campbell,  secretary :  W. 
Schupbach.  treasurer;  Thomas  Nylan,  director.  Has  3,000  acres  leased  in  Bi{? 
Muddy,  Cole  Creek,  Wyo. 

Qlenrock-De  Deque  Oil  d  Gas  Co. — Denver,  Colo.  Officers:  S.  R.  Fitzgerald, 
president ;  O.  H.  Kniflfen,  vice  president ;  M.  A.  King,  secretarj^ ;  Sam  M.  Biruey, 
treasurer;  L.  J.  Stark,  Harry  Hokasona,  L.  V.  J.  Kimball,  directors.  Nine 
hundred  acres  near  De  Beque,  Colo.,  and  320  acres  in  the  Big  Muddy  field  of 
Wyoming. 

Glcnrock  Oil  Co. — New  York.  Officers :  R.  G.  Taylor,  president ;  C.  A.  Graves, 
vice  president;  B.  A.  Pelton,  secretary  and  treasurer.  Holds  leases  on  3,488 
acres  in  the  Big  Muddy  field,  5,450  acres  in  the  Pilot  Butte  field,  1,500  acres  in 
the  I..ost  Soldier  field,  1,320  acres  in  the  Dry  Creek  dome,  and  6,250  acres  In 
Montana. 

Glenroek  Oil  d  Oas  Co. — Glen  rock,  Wyo.  Officers :  John  E.  Higgins,  president : 
James  R.  Sloan,  vice  president ;  Chns.  Armour,  secretary  treasurer ;  M.  Ander- 
son and  Irby  Lang,  directors.     Holds  2,080  acres  In  Coal  Creek  field. 

Glenroek  Petroleum  Co. — Casper,  Wyo.     Officers:  B.  H.  Felton,  president; 

B.  B.  Brooks,  vice  president ;  R.  G.  Taylor,  secretary ;  R.  C.  Wyland,  treasurer ; 
J.  C.  Snook,  director.  Is  drilling  four  deep  wells.  Already  has  four  shallow 
wells.  Big  Muddy  field.  Production  350  barrels  dally.  Ohio  Oil  Co.  drilled 
the  first  deep  well  at  Its  own  expense. 
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Glenrock  Ue/ining  Co. — Glenrock,  Wyo.  Officers,  J.  E.  Higgliis,  president; 
Harry  Devine,  secretary;  Charles  Armour,  treasurer;  Peter  Kori,  E.  E.  Lona- 
bauijh,  Mrs.  J.  E,  Higglns,  W.  B.  Trovy,  directors.  Proposes  to  erect  2,000- 
barrel  refinery  at  Glenrock,  Wyo.,  to  handle  oil  from  Independent  producers. 

Glen  Pool  Oil  Co. — Cheyenne.  Directors:  W.  B.  Ross,  Leroy  Martin,  H.  H. 
Dobbs,  W.  W.  I^wis,  E.  T.  Snyder. 

Glemcood  Oil  Co. — Denver.  Officers:  Charles  L.  Kirk,  president;  Gray  Bon- 
ham,  vice  president;  Howard  Schultz,  secretary;  Louis  Smler,  treasurer;  Dr, 
T.  J.  Danby,  director.  Holds  380  acres  In  Caddo  field,  Texas  and  Louisiana. 
Six  wells  producing.    Holds  1,840  acres  In  northwestern  Colorado. 

Globe  Crude  Oil  Co.— Denver.  Directors:  H.  D.  Locke,  M.  R.  Horrell,  Charles 
Wallier.  B.  W.  Garvin,  D.  L.  Anderson. 

Goldboro  Minen  d  OH  Co. — Denver.  Directors:  Oren  E.  Smith,  Charles  W. 
Savery.  O.  V.  Smith,  W.  H.  Day,  W.  B.  Cauble,  Herbert  D.  I^cke,  C.  C.  Hendrie. 

Gulden  Stream  Oil. — Denver,  Colo. 

Golden  Stream  Oil  Co. — President.  W  .W.  Case,  Jr. ;  vice  president,  H.  J. 
Wolf:  secretary,  D.  W.  Strickland;  treasurer,  G.  W.  Scouland;  Teo.  Eames, 
dirwtor.  Denver,  Colo.  Property :  Big  Muddy  and  near  Baroch  Dome,  Car- 
bon County.  80  acres  in  Big  Muddy,  and  large  holdings  in  Midland  Basin. 

Grana'os  Oil  Co. — Pueblo,  Colo.  Directors:  Mahlon  T.  Everhnrt,  George  H. 
Sweeney.  Robert  S.  Gast,  AVilbur  Newton.  Alva  B.  Adams. 

Grmtt  Creek  Oil  d  (Uia  Co. — ^President,  T.  Harrison;  secretary.  W.  Wil.sou. 
I*roi)erty:  (irass  Creek  fiehl,  Hot  Springs  County,  Wyo.  Remarks:  940  acres; 
20  acres  are  lease<l  to  Ohio  Oil  Co. :  620  acres  are  held  by  the  Greybull  Co. 
All  of  this  acrenge  carries  a  royalty  of  10  per  cent  net  to  the  (»rass  (.'reek  Co. 

GraH%  Creek  Petroleum  Co. — Casper,  Wyo.  Officers:  H.  M.  Rath  von,  presl- 
<leiit;  E.  J.  Sullivan,  vice  pre.sident. ;  J.  N.  Wright,  second  vice  president;  C  E. 
Titus,  secretary -treasurer.  Holds  800  acres  in  Grass  Creek  field,  Wyoming. 
Monthly  production.  40,000  barrels. 

Great  Divide  Oil  Co. — Denver,  Colo.  Officers:  Fred  G.  Moffat,  president; 
Warwick  M.  Downing,  vice  president ;  G.  U  Warson,  secretary ;  Allison  Stocker, 
treasurer.  Company  acquired  Par« mount  Oil  &  Gas  Co.  Has  320  acres  leasecl 
laud  and  2,880  ncres  Govermnent  land  between  the  Salt  Creek  and  Powder 
Klver  fields. 

Great  Divide  Petroleum  Co. — Denver.  Dirwtors:  Cliarles  E.  Barrick,  A.  C. 
Monson,  W.  A.  Dolllson,  M.  H.  Mayers,  Arthur  J.  Sullivan. 

Great  Leader  Oil  &  InveMment  Co. — Address,  Denver.  President,  D.  B. 
Orahaiu ;  secretary,  M.  M.  Howe.  Proi)erty :  160  Twin  Dome,  800  Grass  Creek, 
•'fciO  S.  C,  80  Tulsa,  Okla.,  320  Roger  Mills,  Okla.    Title:  I^e^ise  and  option. 

Givut  Mutual  Oil,  Gas  d  Land  Co.— Pueblo.  Directors:  W.  .T.  Fuller,  S.  J. 
Shaffrau,  W.  E.  Swearlngen,  Peter  Cuneo,  H.  Chlariglione. 

Gre^t  Plains  OU  Co.— Denver.  Officers:  A.  R.  Whatley,  president;  W.  S. 
r>unn,  vice  president ;  Cyrus  W.  Barnholt,  secretary-treasurer-general  manager ; 
K  W.  Tarrant.  John  S.  Barnholt,  directors.  Holds  320  acres  in  Big  Muddy 
field,  640  acres  in  Powder  River  field,  320  acres  In  Big  Hollow  field,  and  option 
to  160  acres  in  Woods  County,  Okla. 

Great  Westerti  Petroleum  Co. — Office,  Denver.  Officers :  G.  L.  Warson.  presi- 
dent ;  Wanv-ick  M.  Downing,  vice  president ;  Douglas  Roller,  treasurer ;  George 
K.  Toomey,  se<Tetary.  Holds  8,360  acres  Tisdale  Dome,  Big  Muddy  district, 
I'Usk.  Ix)st  Soldier,  and  Powder  River  fields.     Drilling. 

Green  River  Petroleum  Co. — Cheyenne,  Wyo.  President,  William  .TeflPers: 
vice  president,  C.  L.  Rlgdon ;  secretary,  F.  J.  Bon.  Directors :  Ben  Drayton, 
H.  S.  Rlgley.     Property :  120  West  Lincoln  Highway,  1,280  La  Barge  field. 

Greybull  d  Montana  OU  Co.— Billings,  Mont.  Property :  Grevbull,  Crazy 
^^onian.  Pocket,  and  In  Dry  Creek,  Mont. 

Greybull  Wyoming  Oil  Co. — Denver.  Officers:  J.  Edwards,  president;  E.  R. 
*xlwards,  treasurer;  H.  A.  Stabler,  secretary. 

Gn^th  Oil  Co.— Address,  Deadwood.  S.  Dak.  L.  M.  Hall,  L.  B.  Jones,  B.  F. 
Beach. 

Grover  Oil  Co.— Denver.  Directors:  William  N.  Vaile,  Hamlet  J.  Barry, 
Horence  J.  Allen. 

Gunbarrel  OU  d  Qag  Co.— Colorado  Springs.  Directors :  F.  A.  Morath,  Fred- 
^nok  p.  Morath,  E.  G.  Morath. 

The.Qunni80ftrLy*Ue  OU  Co.— Lyslte,  Wyo.  Directors:  E.  H.  McDowell, 
S.  J.  Miller,  C.  H.  Stone. 

r^f^f^  0«  Co.— Sheridan,  Wyo.  Officers:  E.  T.  Williams,  president;  Alf 
uiefendorfer,  vice  president ;  W.  S.  Guyer,  secretary-treasurer ;  M.  P.  G\vynn, 
>villls  Rldgway,  directors;  W.  S.  Guyer,  agent. 
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H,  B.  Cuthrcy  Co, — Casper,  Wyo.    Oil  operator;  not  incorporated. 

Hall  Oil  Co.— Casper,  Wyo.  Officers :  Edwin  Hall,  president ;  R.  G.  Taylor, 
vice  president ;  Earl  Warren,  secretary.  Has  8,000  acres  in  Pilot  Bntte  field, 
Wyoming.  Eight  wells  drilled.  Estimated  capacity,  1,800  barrels  dally.  Com- 
pany was  offered  $1,957,000  for  its  holdings  when  first  well  was  drilled. 

Hamilton  Oil  Co. — Denver.  Directors:  S.  M.  Nunn,  Walter  Herring,  W.  G 
Gilkerson,  Frank  L.  Hamilton,  Joseph  Kreis. 

Heaton  OU  rf  Refining  Co.— Officers :  David  Heaton,  president ;  J.  W.  Gilles- 
pie, vice  president ;  R.  E.  Baker,  secretary ;  Joh.  S.  Woodruff,  H.  C.  Van  Nor- 
man, W.  E.  McClelland,  L.  M.  McHenry,  directors.  Holds  640  acres  Big  Muddy; 
640  acres  Coal  Creek ;  480  acres  Salt  Creek,  section  2,  township  39,  range  80 
west;  1,600  acres  Toltec;  800  acres  Big  Hollow;  960  acres  Wind  River;  480 
acres  Bonanza  Dome.  ^ 

Hecla-Wyoming  Oil  Co, — Casper,  Wyo.  Officers:  Robert  K.  Staley,  presi- 
dent ;  E.  R.  Lovewell,  vice  president ;  E.  A.  Sproul,  secretary-treasurer ;  Dutton 
&  Staley,  fiscal  agents.  Has  considerable  acreage  in  Powder  River  dome,  all 
leased  on  one-eighth  royalties.    Well  No.  1  will  be  on  section  9-41-81, 

HigginS'Olenrock  Royalty  Oil  Co. — Directors :  J.  E.  Hlggins,  Joseph  Higglnsj, 
S.  Audei-son.  Property:  960  acres  of  Glenrock  Sheep  Co..  The  Glenrock 
gusher  is  located  on  this  property  and  produces  1,000  barrels  a  day. 

Highland  Oil  Co, — Trinidad,  Colo.  Directors :  George  Hausmau,  William  G. 
Plested,  G.  R.  Ford,  L.  T.  Richie,  F.  B.  Sims,  H.  P.  Palmer,  A.  J.  Chisholm, 
J.  E.  Ford,  Fred  Warshauer. 

Highline  OU  d  Refining  Co, — Sterling,  Colo.  Directors:  J.  D.  Leibee,  H.  T. 
Proctor,  H.  B.  Wilson,  J.  H.  King,  J.  P.  Burney. 

Hondo  Oil  d  Gas  Co. — Denver.  Directors :  Charles  W.  Savery,  Henry  S.  Wal- 
ton, Charles  Walker,  C.  W.  Barnholt,  H.  D.  Locke. 

Horse  Creek  Petroleum  Co, — Denver.  Directors:  George  Peck,  George  Mor- 
rison, Maximilllan  R.  Hartman,  William  A.  Dwiggins,  John  Brazda,  Paul 
Kretschmar,  Lewis  J.  Horwich. 

Horse  Mountain  Oil  Shale  d  Refining  Co, — Rifle,  Colo.  Directors :  Leslie  E. 
Hubbard,  G.  W.  Pittman,  G.  W.  Taughenbaugh,  E.  R.  Parker,  Lynn  Kennedy. 

Horseshoe  Oil  d  Gas  Co. — Denver,  Colo.  President,  R.  T.  McAdnms;  vloe 
president,  W.  M.  Scott;  secretary-treasurer,  W.  A.  Miller.  Property,  320 
L.  S.,  240  Lost  Cabin.    Two  wells  drilling;  one  well  down  1,000  feet. 

Hoyc  Oil  d  Refining  Co, — Greybull,  Wyo.  Officers:  R.  H.  Puckett,  president; 
Paul  Moss,  vice  president ;  J.  G.  Hoye,  secretary ;  Tom  B.  Scott,  treasurer ;  C.  F. 
Bush,  director.  Holds  1.100  acres  in  Torchlight  and  Greybull  fields,  sections  :S 
and  28,  townships  51  and  52,  range  93  west.  First  well  will  be  on  section  28. 
Rig  secured  and  well  to  be  spudded  in  by  November  1,  1917. 

Hub-Wyoming  Oil  Co, — Denver.  Officers :  David  Clamage,  president ;  0.  TiOnp- 
necker,  vice  president;  J.  F.  Mauro,  secretary-treasurer;  William  Wahl.  li 
Goodman.  Max  Samalson,  M.  McCarthy,  directors.  Holds  80  acres  in  Greybull 
fiehl,  Wyoming. 

Hudson  OU  Co, — Lander,  Wyo.  Officers:  E.  H.  Fourt,  president;  F.  E. 
Kistler,  vice  president  and  general  manager;  H.  H.  Beall,  secretary  treasurer; 
G.  1).  Fisher  and  W.  F.  Smith,  directors.    Holdings  are  875  acres  in  Lander  oil 

field. 

Havre  Oil  d  Gas  Co. — Havre,  Mont.  A.  G.  Staton,  Havre,  Mont.;  E.  L. 
Staton,  Havre,  Mont. ;  W.  S.  Hedge,  Havre,  Mont. ;  H.  A.  Speed,  Havre,  Mont. ; 
R.  H.  McCutcheon,  Dunkirk,  Mont. 

Havre  Natural  Gas  Co. — Havre,  Mont.  Directors:  T.  W.  McKenzie,  Havre, 
Mont. ;  J.  A.  Wright,  Havre,  Mont. ;  D  S.  McKenzie,  Havre.  Mont. ;  W.  H. 
Wheeler,  Havre,  Mont. :  C.  F.  Morvis,  Havre,  Mont. ;  James  Holland,  Havro, 
Mont.;  A.  J.  Brodrick,  Havre,  Mont.;  A.  L.  Ritt,  Havre,  Mont;  H.  W.  String- 
fellow,  Havre,  Mont. 

Home  Oil  Co. — Lewistown,  Mont.  Directors:  J.  E.  Loreman,  Lewistowu, 
Mont.;  J.  W.  Powell,  Lewistown,  Mont.;  R.  F.  Cranston,  Winifred,  Mont.; 
G.  H.  Wieglenda,  Maiden,  Mont. ;  J.  A.  Henderson,  Seattle,  Wash. 

Huiflirs  OU  Co.— Glcndive,  Mont.  Directors:  R.  H.  Watson,  Gleudive,  Mont: 
H.  A.  Sample,  (ilendlve,  Mont. ;  C.  A.  Banker,  Glen»!ive,  Mont. ;  F.  C.  Hughes, 
(Jlondivp,  Mont.;  W.  V.  Hu;.'hes,  Beach,  N.  Dak. 

Hanlcy-Crcsccnt  Oil  Co.— Billings.  Mom.  Directors:  P.  F.  Hanley,  Billincs, 
Mont.;  W.  L.  Tlumias,  Billings,  Mont.:  C.  E.  Snow.  Billings.  Mont.:  *E.  n  Himi- 
iiMiii,  Blllin.i;s,  Mont.:  I.  C.  Covert,  Billings,  Mont.;  L.  E.  Gorreil,  Billings, 
Mom. ;  Hjirry  Spurrier,  Billings,  Mont. 
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Illinois  Petroleum  Co, — Denver.  Directors:  B.  L.  Landers,  Willis  Stldger, 
Fred  G.  Rabb,  William  Landers,  R.  Mlnzer. 

The  Illinois  Proflucers  «£  Refining  Co. — ^Wilmington,  Del.  Directors:  T.  D. 
Bock,  G.  W.  DlUman,  R.  E.  Longfield. 

Idaho  Wyoming  OU  Co, — ^Kenunere,  Wyo.  Directors:  H.  T.  Woods,  C.  K. 
Costello,  W.  G.  Reed. 

Imperial  Oil  d  Shale  Refining  Corporation, — ^Denver.  Officers:  Hastings 
Malcolm,  president;  Myron  L.  Babcock,  first  vice  president;  Mrs.  L.  C.  Ross, 
second  vice  president;  Benjamin  M.  Howe,  treasurer;  John  B.  Navllle,  secre- 
tary; George  A.  Oliver,  auditor;  John  S.  McCarthy,  general  manager;  Dun- 
can F.  McArthur,  Charles  F.  I^renz,  directors.  Is  underwriten  by  the  KlUen- 
Relnert  Co.,  Denver,  to  engage  In  oil  production  and  refining  and  oll-shnle  op- 
erations in  Colorado,  Wyoming,  Calgary,  Texas,  and  elsewhere. 

Imperial  Petroleum  Co. — Glenrock,  Wyo.  Directors :  C.  H.  Armour  and  B.  F. 
Spencer. 

Jiuhjfcntlent  (las  d  Oil  ro.—Donver.  Directors :  .F.  L.  Geedy,  O.  M.  Elliott, 
W.  G.  Winters,  F.  K.  Steele,  R.  G.  Blxler. 

Industrial  Oil  d  Refining  Co. — Denver.  Property:  Oklahoma  and  240  Fre- 
mont County.  Wyo.     Renin rks:  Absorbed  Amerfcnn  Oil  Fields  Co. 

Intermountain  Oil  Co. — Denver.  Directors:  John  Moodt,  William  F.  Dreher, 
Lola  J.  Dreher,  Grace  G.  Stotts,  M.  B.  Wellington. 

Intermountain  Oil  Co. — Butte,  Mont.  Officers :  L.  H.  Kelly,  J.  B.  Callaghan, 
C.  A  Shepass,  A.  F.  Elliott,  directors.  Holds  40  acres  in  Montana  and  400 
acres  in  Wyoming.  Four  producing  wells.  One  well  drilling.  Dally  produc- 
tion 4  barrels. 

International  Union  Oil  d  Refining  Co. — ^Pueblo.  Directors:  Ed  Anderson, 
W.  H.  Young,  John  F.  Campbell,  Gottlieb  Schultz,  C.  C.  Houston,  H.  A.  Mclntyre, 
William  I  Rielly,  S.  S.  Bellesfield,  Benjamin  F.  Koperlik. 

Inter  stater  Exploration  d  OU  Co, — Denver.  Directors:  S.  Marvin  James, 
C.  H.  Poole,  Wilber  J.  Gibson. 

Interstate  Oil  Co, — Great  Falls,  Mont.    President,  W.  R.  Pratt;  secretary, 

E,  W.  Engle;  director,  Joseph  H.  Griffin.    Property:  Elk  Basin  and  Montana. 
Independent  Oil  Co, — Missoula.  Mont.     Directors:  J.  H.  Montgomery,  Mls- 

wula,  Mont.;  H.  B.  Campbell,  Missoula,  Mont. ;  W.  L.  Kelley.  Missoula,  Mont. 

International  Petroleum  Co. — Butte,  Mont.  Directors:  F.  Reynolds,  Butte, 
Mont :  G.  B.  Sypher,  Butte,  Mont. ;  B.  Bray,  Butte,  Mont. :  J.  D.  O'Brien,  Svo- 
kane.  Wash. ;  E.  M.  Kenne<]y,  Blackfoot,  Idaho ;  J.  W.  Martin,  Blackfoot,  Idaho ; 

F.  Whltten,  Blackfoot,  Idaho. 

Imperial  Oil  d  Refinina  Co. — Denver.  B.  A.  Hayden,  president;  J.  S. 
McCarthy,  vice  president ;  B.  M.  Howe,  W.  B.  Sllfe,  W.  H.  Byington. 

Company  owns  200  acres  leasehold  on  deeded  land  in  Cody  field,  Park  County, 
Wyo.;  shallow  oil  running  50  per  cent  gasoline;  one  well  on  property:  about  to 
<lrlll  up  ground  and  construct  refinery.  Also  owns  leasehold  with  buying  option 
on  640  acres  Muddy  Creek  field,  southern  portion  Carbon  County,  Wyo. 

loffrcc  Oil  Co. — Casper,  Wyo.  Directors :  Thomas  S.  Pexton,  John  C.  Stewart, 
Ernest  Moore,  James  Lee,  William  May,  Thomas  M.  Hyde. 

Jones-Ballard  Oil  Co. — Douglas,  Wyo.  Incorporators:  Mary  A.  Jones,  Harri- 
son M.  Jones,  Samuel  A.  Ballard.    United  Oil  &  Development  Co.  is  a  subsidiary. 

Julesburg  Oil  Co.— JuleFburg,  Colo.  Directors :  E.  F.  Clayton,  H.  J.  Smelser, 
C.  P.  Parker,  W.  H.  Pound,  C.  W.  White,  J.  W.  Welptou. 

Ivpiter  Oil  Co. — Ca.sper,  Wyo.  Officers:  President,  W.  A.  Blackniore;  vice 
president,  P.  J.  O'Connor;  .secretary  and  treasurer,  M.  P.  Wheeler.  Other 
directors:  H.  L.  Parker,  N.  M.  Wheeler,  E.  Hall,  H.  V.  Raynor.  In  the  Powder 
River:  holdings  of  120  acres  in  the  Big  Muddy. 

Judith  Oil  Co. — I^wistown.  Mont.  Directors :  O.  W.  Freeman,  F.  R.  Warren, 
H.  L.  De  Kalb,  Lewistowu,  Mont. 

Kenton  Oil  Corporation. — Denver.  Directors:  C.  L.  Dunnett,  B.  A.  Ford, 
M.  Aiwert,  M.  Knapp,  L.  Wilcox. 

Kcota  Mutual  Oil  d  Development  Co. — Denver.  Directors:  D.  Frank  Tx^, 
Albro  W.  Lee,  Gertrude  B.  Allen.  Properties  leases  Kansas,  Oklahoma,  Ken- 
tucky, and  Wyomlne:. 

Kcota  Oil  d  Refining  Co. — Denver.    Directors:  George  Fredericks,  Marvin 

Kfluer,  J.  \v.  Graham,  W.  L.  Selser,  Joel  E.  Stone.    Properties  in  Weld  County, 
Colo. 

Kcjfstone  Consolidated  Oil  Co. — Address,  New  York.  Directors:  W.  M. 
J'«ic:er.  president;  vice  president.  F.  E.  Wallace;  Secretary  and  treasurer,  R.  P. 
Dent ;  directors,  G.  P.  Smith,  C.  P.  Kennedy. 
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Krytttonv  J'ctrolcuin  Co. — Denver.  President,  R.  N.  LaFontaine;  vice  presi- 
dent, Clyde  Early  :  secretary  and  treiiHiirer,  M.  A.  Kline.  Proi>erty  :  240  aeres  in 
Kljr  Muddy,  1.2S0  acres  in  State  land,  (jooselwrry  Creek. 

Kinney  OH  ct  Refininn  Co. — Casper.  Wyo.  Officers:  Joseph  C.  Kinney,  presi- 
dent; John  D.  Clark,  vice  president;  L.  A.  Miller,  secretary-treasurer.  Holds 
2,590  acres  in  Big  Muddy.  IGO  In  Grass  Creek.  960  In  Salt  Creek,  240  in  Dallas 
field,  1,000  in  Oklahoma  fields.    Production,  8,000  barrels  daily. 

Kansas-Colorado  Oil  d  Refining  Co. — Denver.  Directors:  Frank  J.  Wright. 
Karl  J.  Wilson,  Bernard  L.  Tnniplln. 

Kit  Carnon  Oil  d  Gas  Co. — Denver.  Directors:  O.  W.  Hoffman,  A,  R, 
Grossman.  A.  M.  Stevenson. 

Knickerhoi'ker-W yoming  Oil  Co. — Sheridan,  Wyo.  Officers :  L.  N.  Roseobaum. 
New  York,  president;  F.  E.  Brightman.  Seattle,  secretary  and  treasurer;  Irving 
Shuman.  Chicago;  W.  H.  Grimes,  Baltimore;  II.  H.  Walsh,  Siieridan,  directors. 
Property :  Seven  hundred  acres  in  Nebraska,  9,380  acres  in  Wyoming. 

lAiird  Oil  dt  Development  Co. — ^I^ird,  Colo.  Directors:  Bert  Green.  D.  A. 
Murdock,  E.  J.  Dowlin.  M.  S.  Modrell,  Uoscoe  C.  Uoberts,  L.  B.  Rife,  E.  F. 
Hayes,  Buffer  Roberts,  Frank  Holcomb. 

Lay  ton  Oil  Fields  Corporation. — Denver.  Directors:  J.  M.  Rumsey,  C  G. 
I^yton,  James  Whisenmand,  C.  H.  Payne,  J.  J.  Laton. 

Liberty  Oil  Co. — Denver.  Directors:  Joseph  S.  Jaffa,  Frances  Murray.  F.  W. 
Deidensheimer,  H.  R.  Holmes,  F.  L.  N!col. 

Liberty  Oil  d-  Can  Co. — Seattle,  Wash.  Officers:  C.  E.  Russell,  president; 
H.  C.  Seyner,  vice  president ;  J.  R.  ('hristy,  sf»cretary-treasurer ;  J.  A.  Powers, 
L.  R.  Ellison,  R.  B.  McAdam,  J.  L.  (^»nnett.  J.  W.  Stockton,  J.  S.  Mountain, 
T.  W.  C<Mik,  and  E.  W.  Winslow,  direct<»rs.  Holds  1.700  acres  Torchlight  and 
(ireybull  fields,  Wyondng. 

Liberty  Bell  Oil  Co. — Lancler,  Wyo.  Incorporators:  R.  K.  Porter,  Pueblo 
banker;  Henry  M.  Md'arthy,  D.  A.  Highberger,  and  other  Pueblo  men.  Orgim- 
ize<l  in  Wyoming  June  17.  Has  connnenced  active  operations  <m  section  10. 
township  31  north,  range  98  west,  on  Carmody  dome,  15  miles  southeast  of 
I^nider.    T'nexplored  territory  except  for  one  well  drilled  20  years  ago. 

lAmon  Oil  rf  Development  Co. — Denver.  Directors:  William  S.  Pershlnff, 
David  S.  Kilpatrick.  Volcott  C.  Stoddard,  Edward  O.  Stoddard. 

Lineoln  County  Oil  ct  Development  Co. — Hugo,  C/olo.  Directors:  Dr.  J.  C. 
Cave,  C.  W.  Beck,  E.  I.  Thompson,  Dr.  W.  J.  Scoggin,  George  Westerby,  L.  H. 
Fields,  W.  F.  Rice,  W.  L.  Cookmnn,  S.  E.  Keei)ers. 

London-Wyominff  Oas  cf  Oil  f'o. — Denver,  C(»lo.  Officers:  A.  S.  Whltaker, 
president ;  Alex.  Nisbet,  vice  president  and  treasurer ;  Edward  W.  Lebben,  sec- 
retary and  field  man.  Holds  1.280  acres,  sections  3  and  4,  township  15.  range 
91;  1,280  acres,  .se<*tion8  22  and  34,  township  24,  range  84. 

Long  Nine  Oily  Gas  d-  Development  Co. — I^ander,  Wyo.  President,  W.  N. 
C^)alter;  vice  president,  G.  Earley;  secretary,  J.  P.  Ix)ngnecker;  treasurer,  J.  M. 
Lowndes.    Title :  leases.     Remarks :  One  hundred  and  sixty  acres  in  Wyoming- 

Lost  Soldier  Oil  Co. — Greeley,  Colo.  President,  B.  E.  Woodruff;  vice  presi- 
dent, E.  E.  Merritt;  secretary,  W.  H.  Woodriff;  treasurer,  C.  W.  Hobses;  J.  A 
Hicks.  James  E.  Edwanls,  W.  W.  Fisher,  directors.  Property:  Two  thousand 
five  hundred  and  twenty  acres  in  Lost  Soldier,  Basin  County ;  320  acres  in  Klk 
Monntain  district. 

Lost  Well  Oil  Co.— Riverton.  Wyo.  Officers:  W.  F.  Shipton,  president;  F,  E. 
Go(Klman,  vice  president ;  F.  H.  Allyn.  secretary ;  W.  F.  Breninian,  treasurer. 
Holds  5,500  acres  in  Wyoming. 

Lucerne  Oil  d-  Development  Co. — Thermo|M)lis.  Wyo.  Proi)erty :  Three  tluni- 
snnd  acres  Owl  Creek. 

Ijiieky  Buek  Oil  d  Refining  Co. — Casper,  Wyo. 

Lnnk  Petroleum  Co. — Cheyenne,  Wyo.  Directors:  R.  A.  Hopkins,  C.  Earl. 
M.  A.  Kline.  Property :  Four  thousand  acres  Buck  Creek.  Remarks :  Have  one 
rig  ready  to  drill. 

Liberty  Ijoan  Oil  Co.—Denver.  Colo.  Directors:  L.  L.  Bonnell,  I.  CM.  Mierley, 
R.  J.  Marlow.  A.  Swobado,  D.  Hopkins,  A.  DeForest,  J.  P.  Henry,  J.  Lutz,  E.  B. 
Schoonover,  B.  Martin,  R.  Reeves,  C.  S.  Deal,  E.  S.  Kilpatrick. 

Lake  Basin  Oil  d  Oas  Co.— Billings,  Mont.  Directors :  G.  A.  Wood,  Billings, 
Mont. ;  S.  M.  Wood,  Billings,  Mont. ;  R.  E.  Koch,  Billings,  Mont ;  J.  F.  Asbury, 
Big  Timber,  'Slant. ;  J.  S.  Young,  Hanover,  Pa. 

Ijorraine  Oil  d  Oas  Co.— Billings.  Mont.  Directors,  M.  Benderlia,  Billinffs, 
Mont ;  W.  S.  Hillyer,  Tulsa,  Okla. ;  J.  L.  Alford,  Billings,  Mont. 
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Mah-8U8-kah  Oil  Co. — Cheyenne,  Wyo.  Officers :  F.  O.  Funk,  president :  W.  D. 
Brennan,  vice  president ;  W.  H.  Taylor,  secretary ;  P.  Covert,  treasurer ;  H.  V. 
Lacey,  Clyde  Early,  R.  W.  Black,  directors.  Holds  880  acres  in  Cedarvllle  field, 
Kansas :  160  acres  In  se<*tions  IG,  18,  ($5,  in  Saratoga  dome,  Wyoming? ;  and  160 
acres  in  Tx)st  Soldier  field.  The  Kansas  well  Is  down  more  than  1,(X)0  feet. 
Prijjierty :  Muddy  Creek  field. 

The  Mammothe  Cardofnme  Oil  d  Drilling  Co. — Cheyenne,  Wyo.  V.  Murray 
Flnnis,  W.  A.  Eldredge,  W.  H.  Brereton. 

Mammoth  Oil  d  Refining  Co, — ^Denver.  Directors:  Frederick  Albert  Alsen, 
(Justave  Clement  Martin,  H.  Martin. 

}fa}^hattan  Oil  <(•  Refining  Co. — Denver.  Directors:  Harry  K.  Krvin,  C.  A. 
Lewis,  John  D.  Alkire,  C.  V.  Berryman,  James  J.  Sullivan. 

March  Oil  Shale  Co. — ^Denver.  Directors :  W.  D.  Downs,  C.  A.  Fisher,  A.  H. 
Bosworth. 

Mecca  OU  Co. — Glenrock,  Wyo.  Directors:  C.  T.  Padden,  A.  A.  Johnson, 
K.  H.  Padden,  R.  H.  Nichols. 

McrrrnttHe  Oil  <(•  Refining  Co. — Douglas.  Wyo.  President.  E.  E.  Bevard ;  vice 
president,  J.  Lahroy  Slusher;  secretary,  Charles  Willis;  treasurer,  J.  Lahroy 
SlQSher.  Property:  Lusk  and  B.  M.  fields.  Title:  Leases.  Controls  land  of 
Douglas  Townsite  &  Development  Co. ;  6,000  acres  in  B.  M.  Lusk  and  Douglas 
field. 

The  Merritt  Oil  Corporation. — New  York.  President.  K.  C.  Schuyler;  vice 
president,  A.  K.  Humphreys,  jr..  secretary  and  treasurer.  C.  Titus.  Property: 
Wyoming  an<l  B.  M.  field,  Natrona  and  (Converse  Counties.  Remarks:  Owns 
1,800  acres  In  the  Big  Muddy  and  other  acreages  on  the  edges  of  the  dome. 
Dwp  well  yields  750  barrels  a  day.     State  leases. 

Mesa  De  Mayo  OU  Co, — Trinidad.  Directors:  J.  G.  Johnston,  John  Grass, 
John  O.  Packer,  Ckiorge  Hausman,  W.  B.  Hamerslough,  F.  S.  Hlpes,  A.  W.  Mc- 
Hendrie,  B.  A.  Rhoads,  Henry  Hunter. 

Metropolitan  Petroleumi  Corporation. — Officers:  R.  C.  Pulford,  manager; 
"W.  D.  Hasenfass,  V.  Dyer,  and  Victor  E.  Gottle,  engineers;  L.  G.  Huntley  and 
RoBwell  H.  Johnson,  geologists.  Has  oil  rights  to  823,000  acres  in  Mexican  oil 
field&  Seven  wells  finished,  with  estimated  production  of  8,500  barrels  daily. 
Oaslano,  Lob  Naranjos,  Toplla,  and  Panuco  fields.  Will  build  pipe  line  to  Gulf 
coast;  also  acreage  In  Colorado. 

Mexico-Wyotning  Petroleum  Co. — ^Thermopolls,  Wyo.  Property :  ('ontrols 
5,0()0  Grass  Creek  and  Wagonhoimd.     Drilling. 

Mid-Continent  OU  Co. — Denver,  Colo.  Officers :  H.  W.  I^wrle,  president ;  J.  P. 
Reiser,  first  vice  president ;  E.  A.  Sperry,  second  vice  president ;  S.  J.  Sackett, 
secretary;  Robert  C.  Ainsworth,  treasurer.  Has  12,000  acres  in  claims  in 
Colorado  fields.  Has  well  2,145  feet  deep  in  Yampa,  Colo.,  field  with  very  fine 
oil.    Has  lenses  In  Wyoming  fields. 

MidrContinental  Petroleum  Co. — Office,  Denver.  Officers :  Sheldon  B.  Tucker, 
president:  R.  St.  John  Cleary.  .secretary  and  treasurer;  directors,  I..eonard 
Marlon,  E.  J.  Oarlln.  Holds  160  acres  In  the  Powder  River  dome  in  Natrona 
County,  Wyo. 

hfiiirant  Oil  Co. — Hugo,  Colo.  Directors:  Porter  A.  Thompson,  E.  I.  Thomp- 
wn.  J.  I).  Kessenger,  J.  L.  Beck,  C.  W.  Beck.  W.  J.  Sc(»f?«on.  CMiarles  H.  Beeler. 
Midland  Oil  Co.— Manvllle,  Wyo.  Officers:  A.  A.  Spaugh.  president;  W.  P. 
^njnijrh.  vice  president;  J.  A.  Manorjcan,  socretjiry-treiisurer:  A.  A.  IMeileman 
«"<!  N.  O.  Currans.  dlre<-t(>rs.  Has  12.000  acres  in  Harney  Creek  Field,  Wyo. 
A  close  C!orporation. 

^fidland  Oil  d  Drilling  Co. — ^Denver.  Officers :  James  Hazlett,  president : 
Aiiiert  Kearns,  vice  president:  C.  F.  Ca])een,  secretary;  C.  F.  Kennedy,  treas- 
urer. Controls  1.740  acres  In  I^ost  Soldier.  (*arbon  County  siiul  Powder  Ulver 
«il  fields,  Wyoming.     Also  80  acres  In  Big  ^luddy  field  now  drilling. 

Midnight  Oil  d  Refining  Co. — Denver.  Officers:  .Tose]>h  K.  Rees.  president; 
Y'  ^.  Vfiun;^.  vice  president;  Jj.  Ta  Miller,  se<TOtary-trensurer :  Klmer  Sik(»s 
« :  ^^'  J*»l"»«'».  Wm.  M.  Hami)shlre.  directors.  Holds  40  acres  in  Byron  flcl<l : 
•^.H«;n  JK-res  in  Bonanza  field,  three-fourths  Interest  In  480  a<-res,  one^eljchth  In- 
ter««t  In  80  acres,  and  all  of  640  acres  In  North  Casper  field,  Wyomlnp,  and  one- 
mmh  Interest  In  80  acres  in  section  18-29^7,  New  Mexico. 

Midway  Oil  Co. — ^Denver.    Officers :  L.  V.  Enjrman.  president ;  Paul  B.  Gay- 

"»pO.  vice  presUlent;  I>.  H.  Staley,  secretary.     Holds  1.760  acres  in  the  soutii- 

^^estern  part  of  the  Salt  Creek  field,  adjr)Ining  the  Teapot  l)<)nt*. 

Jfidtrrjit  Oil  Co.— Denver.     Officers:  I..  L.  Aitken.  i)rcsldent ;  W.  L.  Schuyler. 

^'^'■^  president:  J.  L.  Warren,  .secretary-treasurer.     Has  leases  to  2,(KK)  acre* 
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in  heart  of  Salt  Creek  field,  Natrona  County,  Wyo.    Producing  4,000  to  5.000 
barrels  daily. 

Midwest  Petroleum  Co. — Colorado  Springs.  Directors:  Woodson  W.  Bassett, 
J.  A.  Price,  W.  W.  Mayes,  John  Davis,  Arnold  Nydegger.  Holding ;  Oklahoma 
and  Wyoming. 

Mid  Wyoming  Oil  Co, — ^Terrington,  Wyo.  Directors:  Jess  Yoder,  A<  H. 
Woolever,  C.  A.  Elquest. 

Mike  Henry  Oil  Co. — Douglas,  Wyo.  President,  M.  Henry;  vice  president, 
F.  T.  Cummings;  secretary,  J.  R.  Hylton;  T.  C.  Rowley.  Directors:  L.  C. 
Bishop,  H.  E.  Seward,  Charles  A.  Gwenther,  A.  P.  Knight 

Milo  Oil  Co. — I>enver.  Directors:  John  I^renz,  Ed.  C.  Reynolds,  T.  IL 
Lyons,  O.  T.  Boulton,  F.  R.  Knight.    Two  or  three  wells  with  small  production, 

Mohatck  Petroleum  Co, — Denver.  Directors :  C.  R.  Jones,  G.  M.  Fay,  C.  Law 
Moore,  B.  F.  Newall,  H.  H.  Smith. 

Monado  Oil  <C-  Gas  Co. — Denver.  Directors :  John  R.  Cary,  Elmore  B.  Jeffery, 
James  R.  Thoi-pe,  R.  L.  Cary,  Donald  B,  Cary. 

Monarch-Salt  Creek  Oil  Co. — Denver.  Directors :  Harry  B.  Shannon,  William 
E.  Warneke.  Henry  W.  Hllderbrand,  jr.,  Fred  Klink,  Le  Roy  Haney.  Company 
holds  200  acres  as  follows :  Section  28,  township  40  N.,  range  79  west ;  one  well 
1,800  feet  contains  oil.    Drilling  and  two  wells  contracted. 

Montana  Oil  &  Refining  Co. — Butte,  Mont.  President,  E.  J.  Ensrud;  vice 
president,  A.  C.  Sandberg;  secretary,  A.  Walker;  State  Bank  of  Dillon.  Di- 
dectors :  T.  B.  Moore,  H.  F.  Ensrud.    Title :  Lease. 

Montana  Spindle  Top. — ^Butte,  Mont.  President,  W.  A.  Wyatt;  vice  presi- 
dent, A.  S.  Jackson ;  secretary,  J.  E.  Jennings ;  treasurer,  S.  S.  Sutter.  N.  Gar- 
land, director.  Property :  1,680  acres  on  Bridges  Dome,  Carbon  County,  Mont 
Title:  600  patented  land,  balance  Government  leases. 

Morford  Oil  rf  Gas  Co. — Denver.  Directors:  H.  W.  Morford,  Fred  C.  Jones, 
J.  B.  Finucane,  Caspar  Hofmann,  Oscar  R.  Samples. 

Morgan  County  Oil  ds  Gas  Co. — Denver.  Directors:  Sam  Perriam,  Panl 
Hardy,  Harry  J.  Raymond,  J.  Al.  M.  Crouch,  F.  E.  Pendell,  Nate  Desky,  R 
Murray  Mncneill. 

Morgan  Petroleum  Co. — Fort  Morgan,  Colo.  Directors:  L.  M.  Meeker,  F.  E. 
Pendell,  Harry  Simms. 

Mount  Logan  Oil  Shale  Mining  d  Refining  Co. — De  Beque.  Colo.  Directors: 
William  Fitch.  H.  A.  Quigley,  S.  G.  McMullin,  E.  E.  Drach,  Frank  R.  Keyes. 

Mountain  d  Gulf  Oil  Co. — Denver,  Colo.  Olflcers:  R.  M.  Aitken,  president; 
L.  L.  Aitken,  vice  president;  A.  C.  Gardner,  secietary  and  trea;>urer;  T.  A. 
Dines,  H.  P.  Way,  directors.  Holds  1,120  acres  in  Tisdale  Dome,  70U  acres 
in  Bastrop,  La.,  3,000  acres  in  Colorado. 

Mount  Laramie  Oil  Co. — Wheatland.  Wyo.  Directors:  D.  E.  Barksdale,  J.  T. 
Carroll,  C.  E.  Fish,  J.  A.  Elliott,  M.  F.  Coleman. 

Murray  Oil  Co.---Casper,  Wyo.  Directors :  J.  A.  Murray,  F.  E.  Randall,  L.  M. 
Meeker. 

Muskrat  Oil  d  Refining  Co. — Casper,  Wyo.  Directors:  K.  Leve,  H.  W.  Ore- 
gorg,  E.  Richard  Shipp. 

Mutual  Petroleum  Co. — Casper,  Wyo.  Officers:  Lawrence  Suppy.  president; 
H.  C.  Bretschneider,  vice  president;  W.  O.  Wilscn,  secretary  and  attorney. 
Holds  320  acres  in  the  West  Salt  Creek  field,  320  acres  in  the  Buck  field.  Some 
production. 

Midland  Oil  d  Gas  Co.— Billings,  Mont.  Directors:  T.  H.  Allen,  S?)<>]:u»f, 
Wash. ;  J.  V.  Conley,  Billings,  Mont. ;  C.  Koch,  Billings,  Mont. ;  J.  A,  McDonal«l, 
Billings,  Mont.;  J.  Walker,  Billings,  Mont. 

Milk  River  Oil  d  Gas  Co. — Malta,  Mont.  Directors:  J.  F.  Murray,  Malta, 
Mont. ;  H.  Whitconib,  Malta.  Mont. ;  R.  Richardson,  Malta,  Mont. ;  H.  Dorr. 
Malta,  Mont. ;  F.  C.  Gabriel,  Malta,  Mont. ;  C.  A.  Ross,  Dodson,  Mont. 

Monarch  Oil  d  Gas  Co. — Denver,  Colo.  Directors:  P.  A.  Burns,  Denver. 
Colo.;  A.  J.  Halter,  Denver,  Colo.;  W.  J.  Rhcades,  Billings,  Mont.;  L.  A.  Jarvls. 
Denver,  Colo. ;  E.  Michos,  Billings,  Mont. 

Montana  Canadian  Oil  Co. — Butte,  Mont.  Directors:  J.  D.  Sleinons,  Butti, 
Mont. ;  T.  Casey  Witherspoon,  Butte,  Mont. ;  D.  Coleman,  Butte,  Mont. ;  A.  C. 
Kremer,  Butte,  Mont. 

Montana  Elk  Basin  Oil  Syndicate. — Butte,  Mont.  Directors :  J.  Wilkie,  Pony. 
Mont. ;  B.  B.  Meissner,  Butte,  Mont. ;  W.  F.  Davis,  Butte,  Mont. ;  G.  A.  Lunday, 
Butte,  Mont. ;  G.  W.  Berg,  Butte,  Mont. 

Montana  Gas  d  Oil  Co. — Great  Falls,  Mont.  Directors:  S.  R.  Jensem  Grc\* 
Falls,  Mont.;  F.  R.  VandePutte,  Great  Falls,  Mont.;  D.  Tracey,  Great  Falls. 
Mont. ;  B.  E.  Ladow,  Fredonia,  Kans. ;  J.  F.  Blppus,  Huntington,  Ind. 
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Montana  Intemation  Oil  Co. — ^Directors:  C.  A.  Hamann,  Eureka,  Mont; 
C.  A.  Weil,  Eureka,  Mont. ;  F.  B.  Bogardus,  Eureka,  Mont. ;  C.  T.  Young,  GHte- 
way,  Mont. ;  J.  Anderson,  Gateway,  Mont ;  A.  Murphy,  Gateway,  Mont. ;  K.  J. 
Morrin,  Spokane,  Wash. 

Montana-Kentucky  Oil  Co, — ^Bozeman,  Mont.  F.  L.  Benepe,  Bozemau.  Mont. ; 
J.  T.  Mathews,  Bozeman,  Mont. ;  J.  R.  Cochran,  Bozemau,  Mont. ;  H.  D.  Kremer, 
Bozeman,  Mont ;  H.  Altenbrand,  Jr.,  Manhattan,  Mont. 

Montana  Natural  Oas  Co, — Medicine  Hat,  Alberta.  Directors :  W.  J.  Mclean, 
Medicine  Hat,  Alberta;  A.  J.  Day,  Medicine  Hat  Alberta;  W.  R.  Penland, 
Medicine  Hat  Alberta;  A.  P.  Day.  Medicine  Hat,  Alberta;  C.  E.  Buftield,  Medi- 
cine Hat  Alberta ;  W.  T.  Lockwood,  RedcUff,  Alberta ;  H.  C.  Price,  Great  Falls, 
Mont 

Montana  Petroleum  Products  Co. — Butte,  Mont  Directors:  H.  W.  Smith, 
Butte.  Mont ;  D.  A.  Mitchell,  Butte.  Mont. ;  L.  J.  Riley,  Butte,  Mont ;  E.  GrafC, 
Butte,  Mont. ;  B.  Christopherson,  Butte,  Mont. ;  W.  H.  Thompson,  Butte,  Mont ; 
P.  P.  Dunn,  Butte,  Mont ;  H.  Naf,  Butte,  Mont. ;  J.  Dudley,  Butte,  Mont 

Montana  Yellowstone  Oil  Co. — Glendive,  Mont  Directors:  F.  C.  Hughes, 
Glendive.  Mont. ;  R.  H.  Beach,  Glendive,  Mont ;  H.  A.  Sample,  Glendive,  Mont ; 
R.  H.  Watson,  Glendive,  Mont.;  T.  F.  Hagan,  Glendive,  Mont;  R.  L.  Hunt, 
Glendive,  Mont. ;  G.  D.  Hollecker,  Glendive.  Mont. ;  W.  F.  Jordan,  Minneaijolls, 
Minn. ;  W.  V.  Hughes,  Beach,  N.  Dak. 

Motitana  Petroleum  Co. — ^Miles  City,  Mont  Directors:  L.  W.  Stacey,  Miles 
City,  Mont ;  C.  B.  Towers,  Miles  City,  Mont. ;  H.  F.  Alberts,  Miles  City,  Mont ; 
A.  N.  Hotchkiss,  Miles  City,  Mont ;  F.  T.  Kelsey,  Miles  City,  Mont 

Montominff  Oil  Co. — Moore,  Mont.  Directors:  S.  L.  Dotson,  Moore,  Mont; 
W.  H.  Matheson,  Moore,  Mont;  O.  M.  Ulsaker,  Moore,  Mont.;  M.  T.  Merkel, 
Moore,  Mont.;  E.  H.  Argerslnger,  Moore,  Mont.;  E.  L.  Dotson,  Moore,  Mont; 
S.  S.  Owen,  Moore,  Mont. 

Mountain  States  Oil  Co. — ^Butte,  Mont  Directors:  O.  Rohn,  Butte,  Mont; 
L  P.  Sanders,  Butte,  Mont. ;  J.  B.  Kremer,  Butte,  Mont ;  J.  H.  Warner,  Butte, 
Mout ;  P.  F.  Beaudin,  Butte,  Mont. ;  C.  K.  Tuohy,  Butte,  Mont. ;  F.  Price,  Butte, 
Mont 

Mountain  States  Petroleum  Co. — Baker,  Mont.  Directors:  R.  T.  Furnish, 
Miles  City,  Mont. ;  C.  J.  Dousman,  Baker,  Mont ;  E.  S.  Booth,  Baker,  Mont. ; 
W.  0.  Meier,  Baker,  Mont;  H.  K.  Schuster,  Wibaux,  Mont;  M.  Culbertson, 
Great  Falls,  Mont 

Mutual  Gas  Co.  of  Havre. — ^Havre,  Mont.  Directors :  B.  J.  Chestnut,  Havre, 
Mont;  F.  Gussenhoven,  Havre,  Mont.;  H.  Archibald,  Havre,  Mont.;  H.  W. 
Stringfellow,  Havre,  Mont. ;  J.  F.  Valadon,  Havre,  Mont. ;  C.  F.  Morris,  Havre, 
Mont;  D.  H.  Boone,  Havre,  Mont;  G.  A.  Hulfish,  Havre,  Mont;  P.  Yeou, 
Havre,  Mont 

Midwest  Royalty  Co. — Casper,  Wyo.  President,  Z.  L.  Squier.  Directors:  J. 
G.  Carlson,  E.  D.  Holmes,  E.  H.  Steiger,  M.  J.  Doyle. 

Mascot  Oil  &  Refining  Co. — Denver,  Colo.  Property :  Eight  hundre<l  acres  in 
Wyoming,  320  acres  in  Montana,  80  acres  in  Kansas. 

Midwest  Rcflninp  Co. — Ollicers:  Henry  M.  Blackmer,  president;  Ralph  D. 
Brooks,  vice  president;  Clarence  Titus,  secretary ;  T.  A.  Dines,  treasurer.  Main 
office,  Denver,  Colo. 

National  League  Oil  d  Gas  Co. — Pueblo,  Colo.  Directors :  H.  V.  Daugherty.  L. 
Morgan  W^est  William  Johnson,  jr.,  T.  G.  McCarthy,  Henry  M.  McCarthy,  John 
A.  Williams.  Benjamin  F.  Koperlik. 

^atona  Petroleum  Corporation. — Denver,  Colo.  Directors:  John  L.  Finley, 
C.  Andrews,  Marvin  Bauer,  A.  A.  Reiuhold,  James  C.  Stovall,  Whittier  Baur, 
W.  E.  Clark. 

^'cnpolis  Oil  d-  Gas  Co.— Pueblo,  Colo.    Directors:  R.  K.  Potter,  Benjamin  F. 
Koperlik,  E.  W.  Potter.  Charles  Mole,  R.  W.  Potter. 

A>M7  Amalgamated  Oil  Co.— Thermopolis,  Wyo.  President,  H.  Woods;  vice 
president,  T.  F.  McCue ;  secretary  and  treasurer,  L.  F".  McCue ;  directors,  R.  R. 
Thompson,  J.  Otey,  S.  J.  Doyle.  United  States  marshal. 

^ew  York  Oil  Co. — Casper,  Wyo.  Officers :  Don  Allen  Curtis,  president ;  Alonzo 
G.  Setter,  vice  president ;  Minal  E.  Young,  treasurer ;  Frank  G.  Curtis,  secretary 
snU  jreneral  manager.  Holds  1.200  acres  in  Salt  Creek.  lO.COO  acres  in  Iron 
treek.  Oil  Mountain,  Poison  Spider,  and  Emigrant  Gap  South,  the  Iron  Creek 
^ell  being  down  1,300  feet  while  the  rig  on  Oil  Mountain  dome  is  completed. 
J[orth  Platte  Oil  d  Gas  Co.— Glenrock,  Wyo.  Directors,  G.  E.  McDonald* 
Uohert  Baker,  J.  Barker,  J.  B.  Front  I.  Lam,  C.  Lam,  M.  Matson,  F.  Flavin, 
C  C.  Swain. 
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Northwest  Oil  Co. — Kansas  City,  Mo.  Officers :  Harry  Hinds,  president,  ('hev- 
enne,  Wyo.  Holds  120  acres,  sections  2  and  3,  in  Big  Muddy  field,  adjoining 
the  Merritt  well.    One  shallow  well,  three  wells  drillinp. 

Northwest  Oil  d  Development  Co. — Officers:  T.  T.  Cornforth,  president  and 
general  manager;  J.  J.  Sweet,  vice  president;  J.  W.  Flke,  treasurer.  Holds 
40  acres  in  GreybuU  field,  Big  Horn  County,  about  2  miles  south  of  GreybuU 
refinery,  in  section  29,  township  52  north,  range  73  west. 

Northwest  Oil  d  Refining  Co. — Officers :  W.  W.  Butman,  president ;  R.  J.  Mes- 
sier, secretary  and  manager;  Fritz  Marguardsin,  treasurer;  S.  O.  Foxworthy, 
auditor.  Holdings:  2,760  in  Powder  River,  3,920  Salt  Creek  field,  1,280  I^st 
Cabin  and  Big  Muddy.  Subleasing  to  four  companies  Government  and  school 
land. 

Nowata  Oil  Co.— Cripple  Creek,  Colo.  Directors^  VV.  R.  Frazler,  W.  D.  Ann- 
strong,  Huse  Taylor. 

No  Water  Oil  Co. — Greeley,  Colo.  Directors,  .7.  H.  Ledger  wood,  Earl  Peckin- 
paugh,  E.  P.  Benton. 

Natrona  Oil  Lands  Association. — Casper,  Wyo.  President,  A,  CJ.  Rumuiel; 
vice  president,  W.  A.  Bryan ;  .secretary,  C.  T.  Boone ;  treasurer,  W.  B.  Fry. 

North  American  Petroleum  Co. — Billings,  Mont.  Directors:  J.  Woolf,  Billinjrs. 
Mont. ;  B.  A.  Woodruff,  Billings,  Mont. ;  W.  F.  Goodison,  Seattle,  Wash. ;  C.  J. 
Woodruff,  Billings,  Mont. ;  A.  Woolf,  Billings,  Mont. 

National  Oil  Co. — Butte,  Mont.  Directors:  J.  H.  Mackuy.  Argeuta.  M«>m.: 
A.  Walker,  Butte,  Mont. ;  O.  C.  Sandberg,  Butte,  Mont. ;  W.  H.  McNulty,  Butte, 
Mont. ;  O.  C.  Gosnian,  Lima,  Mont. 

Northern  Montana  Oil  &  Qas  Co. — Spokane,  Wash.  Directors:  W.  M.  Fulton 
Spokane,  Wash. ;  E.  R.  Davidson,  Spokane,  Wash. ;  H.  E.  Randall,  Great  Falls, 
Mont. ;  W.  S.  Hawley,  Spokane,  Wash. ;  L.  R.  Hawlwey,  Spokane,  Wash. 

Northwestern  Oil  tC-  Gas  Co. — Denver,  Colo.  Directors:  C.  L.  Nelson.  IVnver. 
Colo. ;  F.  W.  Zolman,  Denver,  Colo. ;  C.  M.  Goddard,  Denver,  Colo. ;  H.  Frost, 
Colorado  Springs,  Colo. ;  S.  C.  Sloati,  Denver,  Colo. 

OvcrlanU  Petroleum  Co. — C'heyenne,  Wyo.  Directors:  H.  L.  RummelK  0.  H- 
Horstmann,  C.  Lamb,  M.  B.  O.  Ferrel.  A.  O.  Greybeal. 

Old  Colofiy  Oil  Co.— Great  Falls,  Mont.  Directors :  B.  H.  Silver,  (Jreat  Falls, 
Mont. ;  W.  S.  Pratt,  Great  Falls,  Mont. ;  J.  A.  Gullickson,  Great  Falls,  Mont. 

Oklahoma-Colorado  Oil  d  Gas  Co. — Denver,  Colo.  Directors :  Michael  I>ooliiig. 
liobert  J.  Dooling,  (Jeorge  Fruth,  Frank  L.  Hoffman.  George  T.  Kearns. 

Oil  Creek  Petroleum  Co. — Canon  City,  Colo.  Directoi-s :  E.  F.  Jewett.  IL  II 
Mitton,  O.  J.  Rondahl,  A.  C.  Dickinson,  C.  A.  Frederickson. 

Oil  Development  Co. — Denver,  Colo.  Directors:  L.  A.  Ewiug,  Claude  Sachs. 
L.  A.  Van  Tilborg,  J.  W.  Crapsey,  M.  Jacobi. 

Oil  Excliange  and  Board  of  Trade  Corporatism. — I>enver,  Colo.  Dire<'tors: 
William  G.  Mclntyre.  Burt  E.  Price,  Richard  L.  Hughes. 

OH  Producers'  Cortmration. — Denver,  Colo.  President,  G.  K.  Settle;  vice  presi- 
dent, J.  I.  Capper ;  secretary,  H.  F.  Gerry ;  treasurer,  George  E.  Settle.  Di- 
re<'tor :  1).  Kennedy.  Proin^rty :  3,000  acres  in  Lander,  lender  and  Co<ly  fields. 
Title:  Leasehold. 

Oil  Properties  Co.— Denver.  Direirtors:  N.  H.  Colwell,  E.  C.  Col.well.  T.  S. 
Wnltemeyer,  A.  M.  Wjiltenu\ver,-M.  L.  Mncken. 

Oil  Securities  rf  Investment  Co. — Denver.  Colo.  Directors:  Barclay  Iviiis, 
Ernest  S.  Sexton,  Paul  Hardey,  George  J.  Charplot,  Everett  Owens. 

Olympian  Oil  Co. — Denver,  Colo.  Directors:  W.  R.  Hunter,  J.  A.  Mcintosh. 
John  E.  Willard,  B.  H.  Sage,  C.  L.  Cheney. 

Opportunity  Oil  d  Gas  To.— <51ieyenne,  Wyo.  Directors:  A.  H.  Arnett,  W.  H. 
Ottinger,  F.  A.  Ewen,  M.  L.  Austin,  F.  W.  Olney. 

Oregon  Basin  Oil  d  Gas  Co. — Officers:  C.  W.  Burrdick,  president;  A.  <' 
Campbell,  secretary.  Holds  10,000  acres  in  Oregon  Basin  oil  fields.  The  com- 
pany is  12  miles  southeast  of  Cody,  Wyo. 

Oriental  Oil  Co. — Denver,  Colo.  Directors:  Joseph  B.  Donavan,  Clarence  .M- 
Kellogg,  Sheridan  S.  Kendall,  George  W.  Vallery.  Benjamin  F.  Stapleton,  Mil- 
ton E.  Blake.  Henry  A.  Mortson.  Pr(>i>erty :  400  acres  deeded  and  patente<l  laiwl 
on  Hudson  Dome.  3  miles  east  of  Lander.    Title :  I^a.sehold. 

Original  Big  Muddy  Royalties  Co. — Casper.  Wyo. 

Out  West  Oil  r'o.— Pueblo,  Colo.  Dire<tors:  B.  S.  Whitney.  H.  B.  Gault.  John 
MacLean. 

-  Out  West  Petroleum  Co. — Denver,  Colo.  Directors :  A.  B.  Collins,  J.  B. 
Barnes,  jr.,  J.  E.  Hanway,  William  Y.  Seaman,  Frank  McLaughlin.  Property: 
Twelve  hundred  and  twenty  acres  Tea  Pot  Dome,  160  acres  Salt  Creek,  Re- 
marks :  Two  wells  drilling. 
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Oxford  OH  Co. — Denver,  Colo.  President,  A.  Stoclfer;  vice  president,  L. 
Mummah ;  secretary,  G.  Albertson ;  treasurer,  T.  H.  Albertson.  Leases  Big 
Muddy  and  Coal  Creek  fields ;  five  wells  completed,  one  drilling. 

Overland  Producing  <(■  Refining  Co. — Denver,  Colo.  Directors:  \V.  E.  Jones, 
Jr.,  6.  Jones,  B.  M.  Howe,  J.  S.  McCarthy,  C.  J.  Akin. 

Park  County  Oil  d  Gas  Co. — Denver,  Colo.  Officers :  Dr.  W.  S.  Bennett,  presi- 
dent ;  M.  A.  Jobe,  vice  president ;  E.  P.  Bowman,  secretary  and  treasurer ;  F.  J. 
S.  Sur,  W.  L.  Walls,  directors.  Four  tliousand  one  hundred  and  sixty  acres  in 
Cody  field ;  company  owns  land. 

Paicr son-Wyoming  Oil  Co. — Basin,  Wyo.  Ofl[icers:  E.  A.  Davis,  president; 
S.  H.  Calkins,  vice  president;  B.  T-  Joslin,  secretary  and  treasurer.    Directors: 

C.  A.  Zaring,  Charles  D.  McCoy,  L.  C.  Thompson,  L.  L.  Dorman,  Conrad  Faland. 
IVo  hundred  and  fifty  acres  In  Wyoming.  Remarks :  One  productive  well,  pro- 
ducing daily  5  barrels;  one  well  drilling,  depth  1,600  feet 

Peerless  Petroleum  Co. — Casper,  Wyo.    Officers:  J.  A.  Ferguson,  president; 

D.  K.  McDonald,  vice  president ;  Phllo  Seelye,  secretary  and  treasurer.  Holds 
1.400  acres  In  Salt  Creek. 

Pathfinder  Oil  Co. — Officers:  A.  D.  Kelley,  president;  P.  J.  O'Connor,  vice 
president;  R.  D.  Hawley,  secretary  and  treasurer.  Holds  sections  36,  34,  76, 
which  comprise  640  acres  at  the  present  time. 

Pcnn  Wyoming  Oil  Co. — Denver,  Colo.  Directors:  W.  T.  Lewis,  J.  B.  Ross, 
Warwick  M.  Downing,  M.  E.  Spradlln,  H.  Massey. 

People's  Oil  CO. — Denver.  Officers:  W.  M.  Lurlwig,  president;  K.  A.  Snyder, 
secretary  and  treasurer.    Holds  131  acres  of  land  in  Montana. 

People's  Oil  &  Gas  Co. — Moffat,  Colo.  Directors,  Joseph  J.  Kitzner,  Martin  L. 
Balder,  Henry  W.  Morris. 

Pf'trolcum  Oil  Fields  Co. — ^Denver.  Officers:  L.  A.  Ewing,  president;  G.  W. 
Savery,  vice  president  and  treasurer ;  Claud  Sachs,  secretary ;  J.  W.  Crapsey, 
assistant  secretary.  Holds  under  leases  and  option  in  Bid  Muddy  field  240 
acres,  160  acres.    280  acres,  and  240  acres. 

Petroleum  Products  Co. — Denver,  Colo.  Directors:  George  N.  Quigley,  D.  P. 
Sprouse,  S.  H.  Dunlop,  W.  R.  Benzie,  M.  E.  Southworth.  720  acres  in  Salt 
Creek. 

PUot  Islands  Royalty  Co. — Riverton,  Wyo.  Officers:  P.  B.  Dykerrann,  presl- 
(lent ;  Robert  Connaghan,  treasurer ;  H.  V.  Raynor.  secretary.  Holds  56  acres  in 
Pilot  Butte  field  and  240  acres  in  Winkelman  field,  Wyoming. 

Pinnacle  Oil  and  Gas  Co.— Denver,  Colo.  Directors:  William  O.  Reynolds, 
John  O.  Talbott,  Karl  Ebell,  Don  F.  Cowell.  Henry  A.  Hicks,  W.  B.  Pickerlll, 
J.  K.  PlckerilL 

Platte  River  Oil  Co. — Office,  Casper,  Wyo.  Officers :  Henry  J.  Bingenhelmer, 
president ;  Jeremiah  Mahoney,  vice  president ;  Joseph  Bingenhelmer,  secretary ; 
^1.  C.  Dutton,  treasurer.  Holds  1,300  acres  in  Boone  dome,  2\  miles  south  of 
Powder  River  station,  range  3o-S5. 

Plymouth  Rock  Oil  Co.— Cheyenne,  Wyo.  Officers:  A,  D.  Kelley,  president; 
George  P.  Johnson,  vice  president ;  Julius  E.  Ott,  secretary ;  W.  J.  Bates,  field 
superintendent.  Directors:  H.  H.  Blackshaw,  Louis  Manewall.  1,500  acres  in 
Big  Muddy,  Wyoming,  fields. 

Pocahofitas  Petroleum  d  Refining  Co. — ^Denver,  Colo.  Directors:  George  W. 
Stiles,  sr.;  James  W.  Moore,  George  W.  Stiles,  Jr.;  W.  H.  Neighbor,  W.  H. 
Martin,  Lewis  A.  Dick,  George  P.  Winters. 

Powder  River  Petroleum  Co. — Denver,  Colo.  Directors:  Harry  Geler,  A.  J. 
Pate,  H.  R.  Barnett,  Harry  Loritz,  Harry  E.  Burlew,  David  Beechtie.  Property, 
Powder  River. 

Price  OU  Co.— Denver,  Colo.  Directors:  Burt  E.  Price,  Harley  H.  Beagle, 
Robert  E.  Kennedy,  Richard  L.  Hughes,  Archibald  A.  Lee. 

Princess  Oil  Co.— Denver,  Colo.  Directors:  M.  B.  Walker,  Alice  Polk  Hill, 
J.  C.  Schneider,  W.  L.  Ennefer,  Joseph  Kreis. 

Progressive  Cooperative  Oil  Co. — Denver,  Colo.  Directors:  H.  B.  HIgglns, 
M.  J.  O'Keefe,  Jos.  H.  Block,  F.  C.  Myers,  A.  H.  Sorensen,  C.  O.  Rowley,  O.  W. 
Schaefer.  R.  L.  Jackson.  James  McComb,  F.  M.  Wllloughby,  S.  Lucas,  E.  O. 
Kistler.  H.  N.  Beatty. 

Prudential  Petroleum  Co. — ^Denver,  Colo.  Directors:  T.  M.  Lyons,  W.  L. 
Stamper,  S.  M.  Miller,  Philip  Buracker,  J.  D.  Gibson,  Gilbert  A.  Walker, 
Katherlne  B.  Gibson.  One  thousand  six  hundred  ncros  in  Carbon  County,  40 
acres  in  Nowata  fields,  Okla. 

47470-18 ^20 


398  OIL  LEASING  LANDS. 

Public  Petroleum  Corporation. — Denver,  Colo.  Officers:  W.  J.  Bates,  presi- 
dent; L.  F.  Kimball,  vice  president  and  assistant  treasurer;  J.  A.  Likely, 
treasurer.    Holds  240  acres  in  Salt  Creek,  480  acres  Labarge  field. 

Pueblo  Oil  d  Oas  Co. — Pueblo,  Colo.  Dii'ectors:  George  McLagan,  G.  F. 
Trotter,  F.  S.  Hoag,  T.  L.  Lewis,  W.  A.  Saunders,  E.  J.  Rosenauer,  M.  G. 
Baunders. 

Pueblo-Oklahoma  Oil  Co.— Pueblo.  Directors:  W.  F.  Raber,  F.  M.  Heller. 
M.  J.  Keeney,  J.  E.  Abell,  R.  G.  Breokenrldge,  J.  W.  Kennerley,  J.  F.  Sprengle, 

C.  A.  Ballreich,  R.  J.  Weaver,  W.  D.  Keen,  Monroe  Marble. 

Plentywood  Oil  Co. — Directors:  R.  E.  Forncrook,  Plentywood,  Mont;  L.  G. 
Zeidler,  Plentywood,  Mont. ;  E.  R.  White,  Plentywood,  Mont. 
Pondera  Oas  d  Oil  Co. — Conrad,  Mont.    Directors :  C.  Baron,  Conrad,  Mont. ; 

D.  J.  Ryan,  Conrad,  Mont. ;  J.  MeuUer,  Conrad,  Mont. 

Power  City  OH  d  Natural  Oas  Co.— Great  Falls,  Mont.  Directors:  S.  R 
Jensen,  Great  Falls,  Mont;  O.  F.  Wadswortli,  Great  Falls,  Mont;  T.  Gibson, 
Great  Falls,  Mont ;  N.  T.  Lease,  Great  Falls,  Mont. ;  A.  Thlsted,  Great  Falls. 
Mont. 

Progressive  Petroleum  Co. — Denver,  Colo.  Directors:  J.  W.  Phares,  B.  R 
Crura,  J.  D.  Mllliken,  W.  E.  Wriglit,  Jr.,  J.  R.  Claypole. 

"  Q  "  Oil  d  Development  Co.— Cheyenne,  Wyo.  Directors :  F.  O.  Blair,  J.  F. 
O'Connell,  G.  A.  Wetherell. 

Queen  Oil  d  Refining  Co. — Denver,  Colo.  Directors:  Arthur  L.  Baldwin, 
John  IVIuodt,  L.  J.  Dreher. 

Quidmore  Oil  Co. — Casper,  Wyo.  Directors:  W.  T.  Evans.  J.  G.  Wiederhold, 
W.  O.  Wilson. 

Quintcst  Oil  Co. — Denver,  Colo.,  and  Glenrock.  Directors:  G.  Albertson, 
F.  Straub,  L.  Rush. 

Ranger  Oil  Co. — Colorado  Springs.  Directors:  Ira  B.  Kutch,  Colorado 
Springs ;  M.  C.  Best  Manitou ;  Clyde  L.  Starrett,  Colorado  Springs. 

Rawhide  Basin  Petroleum  Co. — ^Torrlngton,  Wyo.  J.  Yoder,  B.  T.  Yoder, 
A.  E.  Segur. 

Real  Oil  Co. — Denver.  Directors:  George  Albertson,  A.  J.  Glnsburg,  O.  W. 
Lovan,  George  H.  Albertson,  Allison  Stocker. 

Red  Rock  Oil  d  Oas  Co.— Rocky  Ford.  Directors:  Plato  M.  Ballou,  John  C. 
Cowden,  Hiram  A.  Dawley,  James  A.  Gauger,  John  E.  Ganger,  George  C.  Max- 
well, sr.,  Charles  H.  McVay.  John  Rlchert,  James  E.  Sherar,  Lewis  Swlnk, 
John  H.  Voorhees.  » 

Red  Star  Oil  Co. — Denver,  Colo.  Officers:  Joseph  J.  Clark,  president  and 
manager ;  J.  F.  Howe,  vice  president ;  James  H.  Semple,  secretary  and  treasurer. 
Directors:  W.  S.  Shaner,  John  Garver.  Holds  1,760  acres  located  on  O'Brien 
Springs  Dome,  800  acres  In  Lost  Soldier. 

The  Reliance  Oil  Cof.- Douglas,  Wyo.  President,  G.  D.  Bercu ;  R.  R.  Mitchell, 
vice  president;  W.  J.  Dalton,  secretary;  C.  D.  Zimmerman,  treasurer.  Prop- 
erty :  Holdings  In  the  Big  Muddy  and  Cheyenne  River  fields. 

Republic  Oil  Co. — Basin,  Wyo.  Officers:  L.  A.  Zane,  president;  John  Bir- 
cumshaw,  Mrs.  Zela  Murphy,  and  John  K.  Burnhara,  vice  presidents;  William 
Gibson,  treasurer;  C.  H.  Fltzpatrlck,  secretary;  James  M.  Fast,  general  man- 
ager; J.  C.  Reese,  superintendent;  R.  B.  Landfair,  director.  Holds  160  acres 
near  Bnsln,  Wyo. ;  1,0(X>  acres  In  Lupton  dome,  Torchlight  field,  Wyo. 

Republic  Petroleum  Corporation. — Denver,  Colo.  I'resldeut,  W.  J.  Bates; 
vice  president,  L.  F.  Kimball ;  secretary,  K.  Batty ;  treasurer,  J.  A.  Likely. 
Directors :  W.  G.  Burnett,  J.  O.  Ingram.  Property :  Holds  240  acres  in  Salt 
Creek  field,  160  acres  in  Bonanza  field,  540  acres  In  LaBarge. 

Rex  Petroleum  Co. — Denver,  Colo.  Directors :  J.  George  I^eyner,  E.  A.  Brom- 
ley, Ben  Grimes,  H.  P.  Bennet,  jr.,  Herman  J.  Schwartz,  A.  E.  Johnsoo,  J.  W. 
Orvls,  L.  H.  Bailey,  W.  A.  Glmbel. 

Reserve  Oil  Co. — Rlverton,  Wyo.  Officers:  F.  B.  Sheldon,  president;  B.  A 
Earl,  vice  president ;  J.  J.  Jewitt,  secretary ;  T.  H.  Stratton,  treasurer.  Holds 
800  acres  of  land  In  Dry  Creek  and  TeaiM)t  dome,  960  acres  leased  and  located 
land  In  Pilot  Butte  fields,  and  82  acres  of  patented  land  In  Pilot  Butte  fields. 

Rutlto  Oil  Co. — Denver,  (Vdo.  Officers:  George  W.  Skouland,  president; 
F^rank  F.  King,  secretary;  Fred  J.  Green,  treasurer;  Willis  W.  Case,  E.  B. 
Lowe,  ().  K.  Adamson,  F.  J.  Graham,  director.  Has  5,600  acres  In  Muddy 
«Creek  field,  Wyo. 

Riverton-Wyoming  Refining  Co. — Rlverton,  Wyo.   President,  C.  C.  Clark;  vice 

Iresldent,  M.  J.  Martin;  secretary,  I.  C.  Howard;  treasurer,  M.  J.  Martin; 

ther  directors,  B.  C.  BuflPum,  Warren  F.  Bleeker,  E.  C.  Kingsbury.     Property: 
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12,000  acres  leased,  Indian  and  validated  lands,  contiguous  to  Riverton,  Lander, 
Hudson,  Pilot  Butte,  Plunkett,  and  Maverick  Springs  oil  fields ;  120-acre  refinery 
site  i  mile  from  Riverton,  owned  in  fee. 

Riverton  Petroleum  Co. — Riverton.  Officers :  E.  P.  Wilcox,  president ;  Dun- 
can MacGregor,  vice-president ;  F.  Chalterton,  secretary  and  treasurer.  Holds 
5,280  acres  in  Sand  River  draw. 

Rock  Canon  Oil  d  Gas  Co.— Pueblo,  Colo.  Directors :  John  E.  Millar,  R.  K. 
Potter,  Benjamin  F.  Koperlik. 

Round  Butte  Oil  d  Gas  Co. — Fort  Collins,  Colo.  Directors :  Robert  Anderson, 
E.  I.  Cooke,  L.  C.  Moore,  N.  C.  Warren,  George  H.  Shaw. 

Roxana  Petroleum  Co. — ^Address,  Cheyenne,  Wyo.  Principal  office,  Tulsa, 
Okia.  State  incorporation,  Oklahoma.  Officers :  President,  W.  A.  Waterschoot ; 
vice  president,  S.  Van  Dorsser ;  secretary,  J.  F.  Lydon ;  treasurer,  H.  H.  I*arker. 
(Royal  Dutch  Shell.)  Controls  7,000  producing  oil  lands;  produced  5,000,000 
barrels  oil  in  1916.    Chief  geologist  of  Rocky  Mountain  division,  Max  W.  Ball. 

Rugby  Oil  Co. — Denver,  Colo.  Officers :  Albert  P.  Smith,  president ;  Fred  T. 
Heury.  vice  president;  William  G.  Edwards,  secretary;  Frederick  R.  Ross, 
treasurer;  Paul  B.  Gaylord,  director.  Holds  840  acres  proven  land  in  Salt 
Creek  field,  Wyo. 

Radiant  Gas  d  Oil  Co. — Denver,  Colo.  Directors:  L.  K.  Haney,  David  O. 
Evans,  A.  Hughes,  J.  H.  Hensley,  J.  C.  Guillim. 

Rexfcrd  Oil  Co.— Casper,  Wyo.  President,  E.  Lovewell ;  vice  president,  M.  C. 
Dutton ;  secretary,  E.  Sproul ;  treasurer,  M.  C.  Dutton. 

Rainbow  Petroleum  Co.  (Ltd.). — Directors:  D.  S.  McCutcheon,  Calgary,  Al- 
berta ;  0.  M.  McCutcheon,  Calgary,  Alberta ;  M.  A.  Cook,  Calgary,  Alberta ;  F. 
Whltaker,  Calgary,  Alberta ;  D.  Gibson,  Great  Brails,  Mont. ;  H.  C.  Price,  Great 
Falls,  Mont ;  J.  W.  Speer.  Great  Falls,  Mont. 

Red  Rover  OU  Co.— Billings,  Mont  Directors :  J.  M.  Ness,  Billings,  Mont. ; 
C.  C.  Oehme,  Billings,  Mont. ;  J.  L.  Fox,  Billings,  Mont.,  E.  E.  Maloy,  Minne- 
apolis, Minn. ;  Lulu  E.  Fox,  Billings,  Mont 

Romar  Oil  Co. — Butte,  Mont  Directors:  M.  J.  Scott,  Butte,  Mont;  J.  J. 
M(.'Greevy,  Butte,  Mont ;  J.  V.  McGreevy,  Butte,  Mont. ;  M.  A.  Scott  Butte, 
Mont.;  R.  C.  Gentleman,  Butte,  Mont 

Sammies  Oil  d  Refining  Co.— Denver,  Colo.  Directors :  E.  K.  Frank,  F.  W. 
Abshlre,  Eli  Admire,  N.  M.  Admire,  R.  Baldwin. 

The  8an  Diego  Oil  Co.— Lander,  Wyo.  Directors:  G.  D.  Powers,  F.  B. 
Johnson,  W.  A.  Lucas,  Y.  C.  Burkhart,  J.  H.  Lawson. 

Santa  Fe  and  Great  Western  Consolidated  Coal  d  Oil  Co. — Colorado  Springs. 
Colo.  Directors:  F.  W.  Arker,  A.  J.  Riser,  Ray  Baublits,  F.  L.  Leaply,  J.  E. 
Gum. 

Sattley  OU  Co. — ^Thermopolls,  Wyo.  President,  J.  F.  Sattley ;  vice  president, 
W.  W.  Avery ;  J.  D.  Wendorff ;  treasurer,  C.  A.  Sattley ;  director,  I.  L.  Baird. 
Four  thousand  leasehold  acres,  in  Lucerne,  Wyo. 

Scandia  OU  d  Development  Co. — Denver,  Colo.  Directors:  John  Olscn,  Oskar 
N.  Anderson,  Edward  P.  Saunders,  Nils  J.  Hammnr,  Axel  Swanson.  Holdings 
in  Coal  Creek. 

t<€cunty  OU  d  Gas  Co.— Denver,  Colo.  Officers:  Col.  I.  M.  Yost,  president; 
I^.  G.  D.  Dulin,  vice  president ;  E.  L.  Know,  secretary ;  J.  H.  Dana,  treasurer. 

Siiish  OU  Co.— Missoula,  Mont  Officers :  M.  A.  O'Connell,  president ;  Mar- 
garet O'Connell,  vice  president ;  Mr.  Smith,  secretary  and  treasurer.  Holds 
460  acres  in  Pilot  Buttes,  4,000  acres  in  Greybull  field. 

Shatz  (Jil  d  Refining  Co.— Denver,  Colo.  Officers:  Otto  Shatz,  president; 
J-  W.  Montrose,  vice  president ;  B.  L.  Pollock,  secretary ;  O.  Ben  Haley,  treas- 
urer; Fred  Klink.  Leonard  Walters,  L.  J.  Stark,  H.  E.  Wright,  H.  J.  Bourk, 
^ire<  tor.H.    Holds  3,000  acres  in  Wyoming. 

Shell  Oil  Co. — Douglas,  Wyo.  Officers :  Lathe  M.  Bennett,  president ;  Frank 
^**vern,  vice  president :  Sarah  Breshear,  secretary  and  treasurer.  This  company 
'-^  not  connected  with  the  Dutch  Shell  Co.,  in  California. 

The  ShUoh  Oil  d  Drilling  Co. — Denver,  Colo.  President,  F.  J.  Cannon ;  vice 
presideut,  R.  Roelofs ;  M.  A.  Skinner,  G.  W.  Benkleman ;  director,  Horner  Lamb. 
I'roiierty :  Two  thousand  acres  in  the  escarpment  of  Tea  Pot  Dome  and  land  in 
J'U.slv  field. 

Shiloh  OU  d  Refining  Co. — ^Denver.  Officers:  Frank  J.  Cannon,  president; 
Richanl  Roelofs,  vice  president ;  C.  W.  Benkleman,  treasurer ;  Mark  A.  Skinner, 
»*ecretary;  C.  E.  Stephens,  C.  A.  Bowman,  T.  M.  Pettigrew,  directors.  Holds 
-"•QSO  acres*  leases  as  follows:  Teapot  Dome.  2,880;  Lusk,  3,800;  Tisdale,  3,520; 
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Sur  Dome,  2,300;  Salt  Oeek,  1,480;  Anluiore,  S.  Diik.,  12,000.     Drilling  in  Ten- 
pot  and  Tisdale  fields,  Wyo. 

Sih'ut  partner  Oil  Co. — Prin<*ii)ul  office,  Denver.  Directors:  Joseph  S.  Jaffa. 
Frances  Murray,  (Gladys  Flynn,  F.  L.  Nlcol,  Marie  K.  Tilley. 

Si.niftfflrr  Oil  (k  Minitif/  Co. — Denver.  President,  W.  O.  Bipelow ;  vice  presi- 
dent. \V.  J.  Fiison  ;  scn-retary  and  treasurer.  John  liodewald.  l*roi)erty :  Six  hun- 
dred and  forty  a<Tes  In  Hrenning  Basin,  Wyo. ;  800  acres  in  Wilson  County,  Kans, 

Koo  Oil  Co. — Hasln,  Wyo.  Officers,  Grover  McCarthy,  president;  Willanl 
Uichnrds,  secretary  :  (>harles  B,  Hunt,  treasurer.     Holds  6,200  acres  in  Wyoming. 

Southern  Oil  d-  Rr fining  Co. — Principal  office,  Denver.  Directors:  J.  A. 
Pickard.  F.  D.  Hines,  (diaries  P.  Mathiesen,  Joseph  Kreis,  G.  W.  Stiffler,  R  L 
Willis.  G.  L.  Wood. 

South  Went  Petroleum  Co. — Principal  office,  Pueblo.  Directors:  John  Mnc- 
Lean,  Ellsworth  L.  Ward,  B.  F.  Scribuer,  Catharine  Ward,  Elsie  MacLean. 

iSonthern  Wyoming  Oil  Co. — Spokane,  Wash.  Directors:  H.  L.  Williams,  E.  D. 
Weller,  B.  S.  Knudson. 

Sovereign  Oil  Co. — Casper,  Wyo.  Directors:  S.  A.  Lane,  P.  Sullivan,  M.  0, 
Clarkson,  J.  F.  Leeper,  W.  O.  Wilson. 

Sperm  Oil  d  Refining  Co. — Denver.  Directors:  James  C.  Wallace,  Mark  E. 
Ha^ra.  John  A.  Stuart,  Harry  W.  Olson,  Teresa  Smith.  Proi)erty:  Natrona  and 
Park  Counties,  Wyo.;  Crawford  County,  Kans.;  Carbon  County,  Mont  Title: 
I^ase. 

Sterling  Gas  rf-  fo.— Sterling,  Colo.  Dire<'tors:  E.  L.  Watson,  R.  F.  Smith, 
Fred  Nelson, 

The  Sterling  Wyoming  Oil  To.— Cheyenne.  Directors:  H.  W.  Clark,  T.  S. 
Emery,  G.  E.  McConley,  T.  S.  Warren,  A.  E.  Seidel. 

Stoek  Growers'  Oil  d  Gas  Corporation  {Inc.), — Officers:  Paul  S.  Richards, 
president;  A.  D.  Kelley,  vice  president;  Thomas  C.  Rowley,  secretary  ami 
treasurer.    Holds  3,400  acres'  lease  in  the  Government  draw  at  Lander. 

Sun  River  Oil  d  Gas  Co.— Billings,  Mont.  President,  W.  W.  Fulton ;  vice  presi- 
dent, C.  U.  Northroi^e:  secretary  and  treasurer,  F.  P.  Notie.  Directors:  W.  J. 
Felt,  L.  M.  Weaver.  Property :  Sun  River,  60  miles  west  of  Great  Falls.  Title: 
Leases  about  H.OOO  acres. 

Svnset  Battin  Oil  Co. — Denver.  Directors:  Clarence  H.  Allison,  Fred  W. 
Stone,  James  W.  Butler. 

Sunset  Oil  Co. — Douglas,  Wyo.  Officers:  A.  A.  Spaugh.  president;  W.  P. 
Spaugh,  vice  president;  R.  D.  Hawley,  secretary  and  treasurer.  Holds  10,000 
acres  in  leases,  of  which  4,000  are  in  the  Big  Muddy  field  and  6,000  acres  'Us- 
tributed  through  the  following  districts:  Lance,  Little  Lightning,  Harney,  and 
Twentymile  Creek. 

Sunset  Petroleum  d  Gas.  Co. — Denver.  Officers:  Frank  McLaughlin,  presi- 
dent; J.  P.  Adams,  vice  president;  Alice  A.  Fulton,  secretary;  Claude  W.  Fair- 
child,  treasurer;  Leslie  E.  Hubbard,  A.  F.  Strayer,  Walter  B.  Eraser,  Chester 
A.  Rodgers,  I.  W.  Gray,  directors.    Holds  20,000  acres  lenses  In  Wyoming  fields. 

Supenor  Petroleum  Co. — Casper,  Wyo.  Officers:  R.  O.  Taylor,  president; 
C.  V.  Westorer,  vice  president;  C.  F.  Shumaker,  treasurer;  I.  N.  Clay,  secre- 
tary.   Holds  480  acres  under  lease  in  Big  Muddy  field. 

Swingle  Oil  Co.— Holds  400  acres. 

Saco  Oil  d  Gas  Co. — Incorporated,  Montana.  Directors :  E.  L.  Gross,  Helena. 
Mont.;  E.  J.  Anderson,  White  Sulphur  Spring;  W.  W.  McDowell,  Butte,  Mont 

Seaboard  National  Oil  d  Gas  Co. — Montana.  Directors:  C.  R.  Say  re,  Havre. 
Mont. ;  R.  S.  Brown,  Portland,  Oreg. ;  D.  Sayre,  Portland,  Oreg. 

Service  Oil  Co. — Lewlstown,  Mont.  Directors:  I.  L.  Putnam,  Grass  Range. 
Mont. ;  E.  D.  Roberts,  Lewlstown,  Mont. ;  A.  D.  Prouty,  Lewlstown,  Mont. 

Seventy-nine  Oil  Co. — Butte,  Mont.  Directors:  M.  J.  Scott,  Butte,  Mont.; 
J.  H.  Rowe,  Butte,  Mont.;  O.  Rohm,  Butte,  Mont;  R.  H.  Sales,  Butte,  Mont.; 
M.  C.  Smetters,  Butte,  Mont.;  O,  C.  Cato,  Miles  City,  Mont.;  A.  H.  Earth. 
Billings,  Mont. 

Sheridan  County  Oil  d  Gas  Co. — Plenty  wood,  Mont.  Directors:  B.  Cleaver, 
Plenty  wood,  Mont. ;  A.  L.  Townsend,  Plenty  wood,  Mont. ;  M.  M.  Parks,  Plenty- 
wood,  Mont;  P.  A.  Johnston,  Plenty  wood,  Mont;  L.  S.  Olsen,  Plenty  wood. 
-Mont. 

Southein  Montana  Oil  Co. — ^Anaconda,  Mont  Directors:  I.  W.  Walker, 
Anaconda,  Mont;  A.  F.  Mavlty,  Anaconda,  Mont;  R.  A.  Cobban,  Anaconda. 
Mont. ;  F.  Shannon,  Anaconda,  Mont. ;  T.  P.  Stewart,  Anaconda,  Mont 

Standard  Developmetit  Co. — Billings,  Mont.  Directors:  G.  A.  Wood,  Billings 
Mont. ;  H.  E.  Koch,  Billings,  Mont. ;  J.  F.  Asbury,  Big  Timber,  Mont. ;  J.  S. 
Young,  Hanover,  Pa, 
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The  Success  Oil  Co. — ^Montann.  Directors:  N.  M.  Brown,  Colorado  Springs, 
Colo. ;  M.  H.  Vogel,  Colorado  Springs,  Colo. ;  B.  H.  Pel  ton,  Fort  Morgan,  Colo. 

Sweet  Grass  Oil  Co. — Sweet  Grass,  Mont.  Directors:  H.  Beaupre,  Sweet 
Grass,  Mont.;  W.  G.  Davis,  Sweet  Grass,  Mont;  M.  L.  Peclc,  Sweet  Grass, 
Mont.:  J.  H.  Devlin,  Gold  Butte,  Mont.;  C.  H.  Merritt,  Sweet  Grass,  Mont; 
P.  J.  Nichols,  Sweet  Grass,  Mont. ;  W.  J.  O'Haire,  Sunburst,  Mont. ;  J.  Mars, 
Sweet  Grass,  Mont. ;  M.  E.  Williams,  Sweet  Grass,  Mont. 

Safe  Investment  Oil  Co. — Douglas,  Wyo.  Officers:  George  D.  Bercu,  presi- 
dent; Capt.  Max  Gerber,  vice  president;  Dr.  J.  R.  Hilton,  secretary;  C.  D. 
Ziinraerman,  treasurer.  Holds  320  acres  In  the  Big  Muddy  field,  640  acres  iu 
the  Cole  Creek  fields,  1,280  acres  in  the  Cheyenne  River  field,  1,500  acres  south- 
west of  the  Glenrock  field. 

Safety  Oil  &  DHlling  Co.— Denver.  Directors:  Wirt  W.  Young,  John  H. 
Casserleigh.  Edward  W.  Love,  Joseph  R.  Rees,  William  A.  Franklin. 

Salt  Creek  Petroleum  Co. — Denver.  Officers:  E.  M.  Thomasson,  president; 
C.  H.  Nohe,  vice  president;  N.  V.  S.  Mallory,  secretary-treasurer;  John  A. 
Davis,  F.  J.  Knauss,  directors.  Holds  1,000  acres  In  Salt  Creek  field  and  160 
acres  in  Big  Muddy  field,  Wyo. 

Salt  Lake  Oil  rf  Gas  Co.—Sait  Lake.  Directors :  L.  F.  Kimball,  J.  A.  Coldwells. 
Property:  Two  thousand  acres  near  Great  Salt  Lake  at  Centerville. 

Teapot  Dome  Oil  Co. — Denver.  R.  W.  Hartsell,  president ;  P.  G.  Gaylord,  vice 
president;  L.  B.  Engman,  secretary- treasurer.  Property:  One  thousand  one 
liundred  and  twenty  acres  in  Salt  Creek  and  Big  Muddy  fields. 

Tcnsleep  OU  Co.-—Basin,  Wyo.  Directors:  H.  T.  Lanb,  L.  J.  »IcCoy,  C.  E. 
I^ter. 

Texas  Bay  Oil  Co. — Denver.  Directors:  R.  K.  Graham,  H.  Yont,  Frank 
Spiinfjrose. 

Three  Eyes  Oil  d  Gas  Co. — Casper,  Wyo.  Directors:  H.  D.  Hamrs,  V.  J. 
Crisler. 

Three  Star  Oil  Co.— Denver.  Officers:  W.  M.  McGaugh,  president;  M.  B. 
Patton,  vice  president;  Frederick  H.  Todd,  secretary;  Frank  M.  Keezer,  treas- 
urer. Other  directors:  T.  J.  Deamer,  D.  E.  Gllson,  J.  B.  Barianl.  Holdings  in 
Kansas,  Oklalioma,  and  Wyoming  total  over  2.000  acres. 

Tmo  Creek  Oil  d  Asphalt  Co. — Steamboat  Springs,  Colo.  Directors:  T.  J. 
Williams,  O.  E.  Mallory,  M.  D.  Williams,  H.  T.  Williams,  G.  S.  Robinson,  M.  S. 
Williams. 

Traders  Oil  Co. — Casper,  Wyo.  Directors:  C.  Idebenstein,  A.  B.  King,  R.  K. 
Btaley,  J.  L.  Beidermanu,  R.  E.  Stapleton. 

Triauffle  Oil  Co. — Officers :  W.  J.  Harris,  president ;  A.  H.  Colburn,  vice  presi- 
dent; W.  A.  Murphy,  secretary-treasurer;  George  F.  Jones,  W.  S.  Harris.  A.  W. 
S\valn,  directors.  Holds  040  acres  In  Gi*ass  Creek  field,  320  acres  In  Lost  Soldier 
Held  of  Wyoming,  60  acres  in  Franklin  County,  Kans.,  and  80  acres  In  Clielsea 
field,  Okla. 

Triangle  Oil  d  Gas  Co. — ^Kemmerer,  Wyo.  Directors:  J.  R,  McMinn,  R.  A. 
Hooker,  M.  S.  Reynolds. 

Tristate  Oil  <f-  Re  fining  Co. — ^Denver.  Directors :  R.  G.  Mullen,  George  F.  King, 
M.  B.  Hitchcock,  John  F.  Wade,  George  A.  Carlson. 

Triumph  Oil  Co. — Casper,  AVyo.  Directors :  J.  Bryne,  J.  Darrin,  J.  N.  Krauss, 
B.  Cromer. 

Tropic  Oil  Co. — ^Rawlins.  Wyo.  Officers :  T.  J.  Swisher,  president ;  H.  E.  Mc- 
Forland,  vice  president;  H.  A.  France,  treasurer;  L.  E.  Armstrong,  secretary. 
Recently  incorporated  in  Wyoming.  Has  holdings  in  Lost  Soldier  field,  where 
considerable  work  was  undertaken  and  one  well  containing  some  oil  is  complete<l. 

Txccnty  Mile  Oil  <£  Gas  Co. — Steamboat  Springs,  Colo.  Directors:  Joseph  B. 
Male,  Forrest  E.  Van  Wert,  E.  W.  Ewiug,  W.  C.  Shaw,  Herman  M.  Van  Wert, 
James  H.  Cole.  Jonathan  T.  Male. 

The  Tulsa  Oil  d  Gas  Co.— Wheatland,  Wyo.  Directors:  E.  J.  Cosper,  W.  H. 
Smith. 

Turkey  Creek  Oil  <€  Gas  Co.— Pueblo,  Colo.  Directors:  M,  G.  Davis,  E.  M. 
I>avis,  H.  C.  Purucker,  George  Carroll,  C.  Burk. 

Tyndali  Wyoming  Oil  cG  Developing  Co. — Lander,  Wyo.  Officers:  J.  A.  Wag- 
ner, president ;  C.  C.  Puckett,  secretary ;  F.  F.  Schladek,  treasurer.  Holds  300 
ocres  in  Indian  reservation ;  1,500  acres  in  Government  draw,  Buffalo  Basiu, 
and  Lost  Creek ;  3.000  acres  between  Deion  Mound  and  Columbia,  Tex. 

The  Texas  Oil  Co. — ^Dlrecrtors :  F.  W.  Freeman,  Denver,  Colo. ;  H.  E.  John- 
ston, Butte,  Mont.;  T.  J.  Donoghue,  Houston,  Tex.;  P.  E.  Fields,  Denver, 
Colo. ;  H.  L.  Wilson,  Billings,  Mont. 


402  OIL  LEASING  LANDS. 

Treasure  State  Oil  d  Gas  Co.— Miles  City,  Mont.  Directors :  R.  E.  Kennetly 
Miles  City,  Mont.;  J.  W.  Warren,  Miles  City,  Mont;  C.  L.  Bacheller,  Miles 
City,  Mont.;  G,  Grant,  Baker.  Mont;  C.  R.  Tlsore,  Mile  City,  Mont. 

Tri-City  Oil  Co.— Billings,  Mont  Directors:  T.  C.  Power,  Helena,  Mont; 
S.  S.  Hobson,  Great  Falls,  Mont ;  A.  L.  Babcock.  Billings,  Mont ;  J.  B.  KllloCt 
Billings,  Mont ;  W.  J.  Scott  Billings,  Mont 

Tybo  Wyofning  Oil  Co.— Dirctors :  A.  Parker,  Jr.,  L.  A.  Virtue,  I.  O.  Marks, 
Property:  Three  thousand  acres  near  Rlvertou,  Including  N.  B.  Klrear  ranch 
at  Pilot 

Union  Oil  d  Refining  Co.— Denver.  Directors:  E.  G.  Straub,  C.  H.  Bauer, 
James  Hessell,  W.  H.  Whitehead,  M.  L.  Farrls. 

United  Petroleum  Co, — Office,  Denver.  Officers:  F.  M.  Woods,  president; 
Charles  M.  Heberton,  vice  president;  E.  R.  Stadler,  secretary- treasurer; 
John  Knowles,  Allison  Stocker,  Paul  Knowles,  E.  E.  Quenti,  T.  C.  McDonald, 
Norman  Ballentine,  directors.  Holds  12,880  acres  in  Salt  Creek  field,  Wye, 
outside  of  Government  withdrawals.  Lands  also  leased  to  Great  Divide  Oil 
Co.,  Primero  Oil  &  Gas  Co.,  Rugby  Oil  Co.,  and  Douglas  Roller  at  one-eightl 
royalty. 

Universal  Oil  Co. — Denver.  Directors:  Al  Hurwltz.  Henry  Sobol,  Jacob 
Pellish,  Simon  Qulat,  Samuel  S.  Ginsberg,  D.  Sobol,  R.  Hurwltz. 

United  States  Oil,  Shale  d  Refining  Co. — Denver.  Directors :  George  Atche- 
fion,  J.  M.  Hyland,  William  F.  Stanek,  J.  S.  Miller,  John  R.  Roots,  Robert  R 
Foot  Anna  Walcelln. 

Ute  Sfialc  Co. — Denver.  Directors:  J.  W.  Richards,  Harry  Flynn,  G.  W. 
Bowman,  C.  B.  Frlnk,  I.  F.  Hodge,  D.  D.  Potter,  H.  G.  Crlssey,  C.  E.  Flynn, 
H.  W.  Kluge. 

Universal  llrpJoratirm  Co. — Casper,  Wyo.  Directors:  G.  W.  Campbell,  A. 
E.  Stlrrett  E.  P.  Bacheller. 

Uinta  Oil  d  Exploration  Co. — Denver.  Directors:  R.  J.  Walter,  Harry  A, 
Aurand,  Frederick  J.  Walter. 

Unitii  Oil  d  Refining  Co.— Denver.  Directors:  R.  A.  Handy,  R.  J.  Morris. 
J.  P.  Look,  J.  Q.  Adnms,  J.  E.  Barker. 

Verde  Oil  Co. — Denver.  Directors:  George  H.  Burns,  Theodore  L.  Meier, 
Edgar  F.  Hoffman,  John  J.  Jacobs,  Alexander  G.  McLeod. 

Tlie  Vertex  Oil  Co. — Cheyenne,  Wyo.  Directors:  C.  A.  McCarthy,  J.  F.  Mc- 
Caffrey, A.  S.  Gill,  B.  D.  Steele,  D.  Corbett. 

Verncm  Petroleum.  Co. — Glenrock,  Wyo.  Directors:  A.  T.  Brubaker,  G.  D. 
McDonald,  C.  F.  Maurer. 

Vincent  Petroleum  Co. — Casper,  Wyo.  Directors:  F.  B.  Vincent,  G.  Craig, 
W.  Richards,  G.  C.  Cull,  V.  E.  Stanley,  L.  S.  Cull,  L.  A.  Richards. 

Wyo7ning  Union  Oil  Co. — ^New  Castle,  Wyo.  Directors:  J.  L.  Balrd,  R.  A. 
Smith,  E.  Townsend. 

The  Wyoming  Oil  Co. — Deadwood,  S.  Dak.  Directors:  O.  E.  Gray,  J.  K. 
Hall,  V.  L.  Yeager. 

Wyoming  Prairie  Oil  d  Oas  Co. — Cheyenne,  Wyo.  H.  M.  Olde,  president; 
J.  W.  Hanuuond,  vice  president;  J.  C.  Gans,  secretary-treasurer.  Six  hundred 
and  forty  Big  Muddy;  800  leases  in  Coak  Creek. 

Wyoming  National  Oil  Co. — Casper,  Wyo.  W.  A.  Blackmorem,  M.  P.  Wheeler, 
W.  P.  Weller. 

Wyoming-Oklahoma  Oil  Co. — Glenrocrk,  Wyo.  Directors:  H.  M.  Brookman, 
W.  L.  Tennex,  Irby  Lam,  El  S.  Yano.  R.  J.  Kltcley,  J.  D.  Shingle,  Floyd  Jones. 

The  Wyoming  Colorado  Petroleum  Co. — Lander,  Wyo.  Directors:  W.  H.  Metz, 
E.  D.  Mars,  J.  D.  Fisher. 

Williams  IJ.  T.  Oil  Co.— Thermopol Is,  Wyo.  President  E.  T.  Williams;  vice 
president,  W.  Hines,  M.  McGrath.  One  thousand  four  hundred  acres  In  Wyo- 
ming.   One  producing  well,  HOO  barrels  dally. 

West  States  Petroleum  Co. — lios  Angeles,  Cal.  President  H.  M.  Chamberlain, 
vice  president.  F.  de  Augustine;  secretary,  F.  Rltter,  Six  hundred  acres  In 
Lost  Soldier,  options  In  Big  Muddy,  Elk  Basin,  Salt  Creek,  ond  Grass  Creek 
fields  in  Wyoming. 

Western  States  Petroleum  Co. — Cody,  Wyo.  President  A.  F.  Stork ;  vice  presi- 
dent, H.  H.  Swart;  secretary  and  treasurer,  J.  M.  Bastom.  Title:  Leasehold; 
1,920  acres  San  Coulle  basin,  1,400  acres  Crystal  Creek  dome. 

Warm  Springs  Oil  and  Development  Co. — ^ThermopoUs,  Wyo.  President,  H.  E. 
Byara;  vice  pre.««ldent  W.  Scoval;  secretary  and  treasurer,  F.  El  Ransome. 
Directors:  C.  I.  Hertage,  W.  Scoval.    Title:  Locator's  lease. 
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The  War  Chief  Oil  Co. — Casper,  Wyo.  Directors:  C.  Coulter,  J.  P.  Leeper^ 
A.  6.  Marcus. 

Western  Petroleum  Co. — Denver.  Directors:  C.  F.  Clay,  A.  M.  Gildersleeve, 
R.  G.  Parvin,  S.  S.  Large.  C.  I.  Smith. 

Wall  Creek  Petroleum  Co. — Denver.    Directors:  Evelyn  S.  Calvert,  Cecil  W. 
Caple,  James  Grafton  Rogers. 
M^ aphakic  Oil  Co. — Denver.  Directors :  C.  A.  Merrill,  A.  A.  Hall,  Belle  Merrill. 
Went  Belt  OH  d  Gas  Co. — Denver.    Directors :  James  M.  Gladstone,  James  A. 
MacMillan,  Wilbur  Burns. 

Western  Oil  Lands  Co. — Denver.  Directors:  C.  A.  Fisher,  W.  D.  Downs, 
Ralph  Hartzell. 

Western  Oil  Development  Co. — Denver.    Directors:  Marshall  B.  Smith,  Wil- 
liam W.  Garwood,  Hal  D.  Van  Gilder,  Ernest  Argyropoulous,  Harry  D.  Pollas. 
Wild'Borse  Valley  Oil  Co. — Pueblo,  Colo.    Directors:  Theodore  Dunn,  W.  J. 
Crowe,   J.   E.   Gustavsen,  D.  J.  Prosser,  Earl  Roblnett,  Wm.  Prosser,  S.  E. 
Thomas,  James  F.  Drake. 

Western  States  Oil  d  Land  Co. — Denver.  Directors:  Gurnsey  Wallcer,  Q. 
Henry  Nell  is,  B.  S.  Thompson. 

Wyatt  Oil  Co. — Denver.  Directors:  Allison  Stocker,  George  H.  Albertson, 
GeorgS  Albertson. 

Wyoeal  Oil  and  Land  Corporation. — Denver.  Directors:  E.  D.  Taylor,  J.  S. 
McCarthy,  B.  M.  Howe. 

Wycol  Oil  Co. — ^Denver.  Directors:  B.  B.  Harding,  C.  H.  Taylor,  A.  L.  Doud, 
G rover  C.  Letlgerwood,  Alber  H.  Bautsch,  F.  A  Stone,  E.  B.  Fowler. 

Wyokla  Oil  Co. — Denver.  Directors:  Harry  R.  Barnett,  Warren  E.  Knapp, 
Otto  E.  Liebers,  Edgar  H.  Stapper,  Charles  D.  Griffith, 

Wyoming-lllinfAs  Petroleum  Corporalinn. — Denver.  Directors:  W.  C.  Ed- 
wards, William  Pai-sons,  Axel  Immo,  Emil  Peltonlemi,  C.  E.  Le  Valley,  Justin  H. 
Haynes,  J.  D.  McAlplne,  A.  M.  Klvarl,  W.  B.  Cooper. 

Wyoming  Oil  d  Copper  Co. — Denver.  Directors:  J.  C.  Ozler,  E.  L.  Jeffera, 
E.  V.  Holland. 

Wyoming  American  Oil  d  Refining  Co. — ^Denver.  Directors:  W.  Burns,  F.  J, 
Sheridan,  W.  H.  Burns. 

Wyoming  Western  Oil  Co.— Denver.  Directors:  D.  Robert  Smith,  Louis  H. 
Kelly,  Edward  J.  Lahey,  Aimer  E.  Swanson,  Charles  F.  Tabler. 

Wyoming-Excelsior  Oil  Co. — Denver.  Directors:  H.  I.  Jones,  H.  L.  Kortz, 
E.  A.  Ogden,  W.  E.  Baker,  M.  E.  Denver,  E.  W.  Tarrant,  J.  C.  Craig. 

Wyoming  Gold-Win  Oil  Co.— Denver.  Directors:  A.  G.  Buckner,  J.  B.  Hurt, 
G.  B.  Gray,  L.  M.  Stiles,  P.  B.  Gray. 

Western  States  Oil  Exchange  Corporation. — Denver.  Directors:  N.  E.  Wal- 
ters, Emil  T.  Normlle,  Margaret  A.  Normlle,  E.  N.  Howard. 

Wyoming-Tulsa  Oil  d  Gas  Co.— Pueblo.  Directors:  R.  A.  Isbell,  J.  S.  Furst, 
H.  W.  Morford,  J.  B.  Flaherty,  S.  S.  Rapp. 

Wyoming  Rosebud  Oil  Co.— Pueblo.  Directors :  E.  A.  Budd,  H.  V.  Daugherty, 
A.  H.  Cooper,  Joseph  Rosen,  A.  Grlesmer. 

_^'Voming-Pueblo  Oil  d  Refining  Co. — Denver.  Directors:  H.  J.  Gallagher, 
W.  I.  Wigton,  Leon  Messer,  Joseph  Rosen,  Benjamin  F.  Koperllk. 

"^Vyoming  Oil  d  Drilling  Co. — Denver.  Directors :  Daniel  R.  Davenport,  N.  D. 
Ooxey,  Lyman  Waterman. 

^^Vyoming  Blackfoot  OU  Co.— Denver.  Directors:  J.  N.  Caldwell,  B.  M. 
Howell,  Earl  D.  Van  Keuren,  George  H.  Gallup,  J.  W.  Crapsey.  Six  hundred 
acres  in  Wyoming,  80  acres  in  Kansas. 

^yyoming  Oil  Co. — Denver.  Directors :  George  All)ertson,  Frank  Straub,  J.  V. 
E.  Wyatt,  Theodore  H.  Thomas,  Louis  C.  Rush. 

Wyoming-Illinois  Oil  Co. — Denver.  Directors:  J.  F.  Sperry,  E.  L.  Jeffers, 
W.  W.  Broderson. 

Wyoming-Colorado  Oil  d  Drilling  Co. — ^Pueblo.  Directors:  D.  A.  Randall, 
L.  E.  Burnett,  J.  C.  Milne,  Alva  Koontz,  W.  I.  Wigton,  F.  E,  Olln,  George  R 
Settle,  Frank  Lennon,  James  M.  Holllster. 

Wyoming  Second  Standard  Oil  Co. — Denver.  Directors:  Thomas  A.  Andrew, 
W.  R.  Terry,  Harry  E.  Madison.  Joseph  Mitchell,  Fred  W.  Brown,  C.  M.  Webb, 
H.  S.  Rankin.  Property :  Three  thousand  six  hundred  and  eighty-five  acres  in 
^j  M.,  Lost  Soldier,  Denver  dome,  Montgomery,  Franklin,  Neosho  County,  Kaus. 
A^il  producing.    Title:  I^eases  and  fee. 

Wyokans  Oil  Syndicate. — Casper,  Wyo.  Officers,  L.  A.  J.  Philippot,  presi- 
dent; c.  H.  Towmsend,  treasurer;  W.  O.  Wilson,  secretary;  W.  R.  Johnson, 
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TrcMurc  Utaie  Oil  d  Oat  Co.—  '''  ^^'^    ^n  Htrer  field  and  1.440  acres 

Miles  fllty.  Mont.;  J.  W.  ^  ^'^^''' 

City.  Mont, ;  G.  Orunt  '  ^k""' .^fer.    Officers;  J.  L.  Blanch,  pre^i- 

Tri-CUy  Oil  C''  ,^  \^'K-'k  Tiffany,  secretary ;  H.  n.  Biiivli, 

BllllnKS,  W 
Tybo  \f 


^         ^-  y  /rf"^-  ''"'"S  1.280  acres  lu  Mud<ly  Creek  floTd 

^  ,.-■:'.'■■■  7'-ir/^^>^;fr.    President.  L.  L.  GtbUs;  vice  presl- 

,  ■  '    '-.^if^^W-iml  treasarer,  A.  B.  Phillip;  J.  M.  Tjtyden 


Property  „  '^  ^.  i'^^'/i'^V-^rty  cousleta  of  4.620  acres  In  Big  Hollow 


,;  oeorfie  Klrby,  treasurer;  Jlark  C.  Rich,  secre- 
Mf  480  acres  In  Salt  Creek  and  has  contrarted 
Hirer  section. 

aiider.  AVyo.  Officers:  Im  E.  Segur,  president; 
it;  Thomas  P.  Nelson,  secretary  and  t 


,  ?ead\vood.   S.  Dnk.     Officers:  W.  E.  Robinson. 

yfrrl^0^l'^*^y^oger,  secretary-trensnrer ;  C.  B.  Gray,  vice  president;  J.  K. 

"i'Snf-"  ^'iL'snt:  W.  E.  Robinson,  Thomas  Roush,  James  Fowler.  T.  Boiisli. 

P"1',Tr"""'!?lid^  3.200  acres  in  Lime  Bntte  field.  10.000  acres  In  Rocky  Ford 

PlV*     f%s  la  Poison  Creek  field,  nil  In  Crook  County,  Wyo. 

SL)^ *■'>'!".  prilti'>S  C°-    ('"c.).— Casper,  Wyo.     Holds  four  sections  In  thp 

lt'l«"""'^e.    Has  three  rlES,  one  In  Love  ilomo.  one  In  Powder  River  duiue, 

j^glsoo  <'"."  xorth  Casper  Creek. 

and  ""^,-fl  tjas  rf  Oil  IVc/ls  Co.— Denver.     Officers:  Mat  Bnroch.  president; 
»"/""".[  Kittredfte,  vice  president;  H.  Wayne  Russell,  secretary-treasurer; 
ClW'f -"^Irnam  and  Gerald  H.  HlRhton.  directors.    Holds  5,120  acres  In  Hie 
f^l  dome  and  G40  acres  In  Muddy  Creek.  AVyo. 

^I'rmi"'"!'  ■'*'^^  ^"  Co-— OHl<^re:  L.  A.  Eivlng.  president;  C.  W.  Savery,  vice 
"i^ent  and  treasurer;  Claud  Sachs,  secretnr.v.     Holds  800  acres  In  Lost 
G'tijer  field.  Sneetivater  County ;  fl.OOO  acres  In  Big  Hollow  field ;  320  acres  in 
=^,-l,„ll  field. 

irjm"'  'f''''^"*  ^  Wi/omlnff  Oil  Co.— Denver.  Officers:  J.  V.  E.  Wyatt.  presi-  | 
(lent;  W,  H.  KIcinson,  first  vice  president;  W.  H.  Harris,  second  vice  president:  ; 
p_  jl.  Rueteii,  secretary;  Allison  Stocker,  treasurer;  Jacob  LliiKenf elder  ami  I 
jj^  H.  Slienhnnl.  ilirectors.  Holds  7  acres  In  .Sour  Lnke  fielil,  Texas,  and  160  I 
iicres  In  Ble:  Muddy  field,  Wyondnp. 

M'jinit  Oil  <E  Refining  Co.— Denver.  Officers:  Allison  Stocker.  president; 
George  Alhertsnn.  vice  president  aud  treasurer ;  J.  V.  E,  Wyntf,  secretary  ami  ! 
fienernl  manager.  Holds  leases  on  1,440  acres  in  the  Breuulug  Oil  Busin,  la 
Converse  Conntj'. 

Western  Erploratiftn  Co. — Denver.  Officers:  E.  Tyler  Smith,  president; 
B.  F.  Bates,  vice-president  and  treasurer:  Guy  K.  Harrison,  serret'iry  and  ns- 
slstant  treasurer;  K.  C.  Schuyler,  O.  H.  Slioup,  Roilerlck  N.  Mntson,  A,  T.  Mc- 
Cllntock.  directors;  Guy  K.  Harrison,  Dr.  J.  H.  Miller,  G.  B,  Rlclinnlsxn 
advisory  hoard.  Holds  20.000  acres  leases  In  Lander,  Teapot  dome.  Salt  Crpck. 
Tlsilale.  Casper  Ci-eek.  and  otber  Wyomlnc  fielils.  Has  purchnsed  all  of  Fre- 
mont Oil  Co. 'a  interests  in  the  Hndson  Oil  Co.  Has  10  producing  wells  ia 
Jinnder  field,  with  total  pro<luctlon  of  400  barrels  dally.  Holdluf^s  in  Genrr, 
Alkali  Butte.  Big  Sand  Draw,  and  Crook  County. 

U"i/(otc»  Oil  Co.— Gienrock,  Wyo.  Officers:  I.  C.  Phillips  president;  J.  A 
Reed,  secretary  and  treasurer;  George  H.  Cross,  William  C.  Irvine,  Rnhert 
D.  Hawley,  directors.    Holds  leases  on  1,460  ncres  of  State  and  deeileil  Inmls. 

Wiishinnton  Oil  Co.— Denver.  Oflicors:  Capt.  A.  H.  Swnrthont,  presltlent; 
F.  K.  Fuller,  secretary;  F.  L.  Mercer,  Ircasui-er.  Holds  320  acres  In  Poller 
Klver  field. 

Wc»lcra  Fining  Oil  Co. — Denver.  OBlcei-s:  Frank  McTjiughlln,  president; 
Charles  V..  Newmeyer,  vice  president;  M.  M,  Belshe,  secretaiy  and  treasurw- 
Holds  320  acres  In  the  Teapot  dome,  GSO  acres  In  the  Big  Muddy  field,  I,OSO 
aci-es  In  the  Wheatland  field,  aud  700  ncres  in  the  T.usk  field. 

M'arm  Springs  Oil  if  Di'velopmcnt  Co. — Thermolopis,  Wyo.  Officers :  Dr.  H-  ^ 
Byars.  president:  Warren  Scovnl,  vice  president;  F.  E.  R.insome.  .sccretnrj 
treasurer:  E.  A.  Hllberry,  C.  S.  Hertage,  directors.  Holdings  five  miles  east  of 
Thertuopolia. 
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Wall  Creek  Petroleum  Co, — Deadwood,  S.  Dak.  Officers:  John  R.  Russoll, 
iresident ;  Dr.  T.  W.  Moffitt,  vice  president ;  James  E.  Russell,  treasurer ;  Jesse 
Jimraons,  secretarj-;  R.  N.  Opden,  director.    Holds  1,440  acres  In  Wyoming. 

Wyoming-Nevada  OU  Co.-^asper,  Wyo.  Directors :  B.  C.  Noble,  L.  A.  Rose, 
L  F.  Lesley.  J.  H.  Mills. 

Western  Oil  Co.— Billings,  Mont  A.  H.  Barth,  Billings,  Mont.;  J.  Zlmmer- 
nan.  Billings,  Mont;  T.  S.  Hogan,  Billings,  Mont;  A.  L.  Babcock,  Billings, 
tfont.;  B.  R.  Albln,  Billings,  Mont 

West  Butte  Oil  d  Gas  Co.— Great  Falls,  Mont  Directors:  C.  H.  Farrell,  West 
Jutte,  Mont ;  T.  Simpson,  Great  Falls,  Mont ;  S.  R.  Swilling,  Great  Falls,  Mont ; 
L  H.  Stephens,  Great  Falls,  Mont.;  S.  A.  Willis,  Great  Falls,  Mont 

Wyoming  Oil  d  Land  Co.— Billings,  Mont  Directors:  I.  D.  0*Donnell,  Bil- 
ings.  Mont ;  G.  H.  Murray,  Billings,  Mont ;  F.  B.  Reynolds,  Billings,  Mont 

Wyotana  Oil  Co.— Billings,  Mont  Directors:  B.  R.  Albln,  Billings,  Mont.; 
1  B.  Ketchum.  BlUinsrs,  Mont:  J.  West  Billings,  Mont;  P.  W.  Roach,  Billings, 
ilont;  E.  K.  Winne,  Billings,  Mont 

Wamara  Oil  Co, — Anaconda,  Mont  Directors:  I.  W.  Walker,  Anaconda, 
Wont.;  A.  F.  Mavity,  Anaconda.  :Mont. ;  C.  A.  Ralnsford,  Livingston,  Mont. 

Wyoming  Peerless  Oil  Co. — Denver.  Directors  and  officers:  Frank  Straub, 
uliarles  F.  Kennedy,  J.  M.  Leonard,  William  A.  Miller,  James  Hesgell.  One 
fiiuulred  and  twenty  acres  under  lease;  also  has  school  section  in  East  Salt 
Creek  field  and  80  acres  In  Lost  Soldier. 

Yale-Wyoming  Oil  d  Gas  Co.— Casper,  Wyo.  Officers:  Edward  F.  Massam, 
incident:  Gus.  Bartlltt  vice  president;  F.  E.  Carter,  secretary  and  treasurer. 
Bolds  1,400  acres  In  Powder  River  dome  6  miles  west  of  Salt  Creek  field. 

Yoder  Oil  Co.— Torrington.  Wyo.  Directors:  J.  Yoder,  C.  A.  Elquest  I.  B. 
Sejjur. 

Young  Oil  Co, — Glenrock,  Wyo.  Officers:  C.  Young,  president  and  general 
manager ;  J.  W.  Arnold,  vice  president ;  C.  L.  McDermott,  secretary  and  treas- 
urer.   Holds  1,800  acres  In  Big  Muddy. 

'^crr  Oil  Co. — ^Denver.    Directors :  E.  A.  Kickson,  F.  V.  Zerr,  F.  Kreyer. 

8TATEMEKT  OF  HE.  WAEWICE  M.  DOWNING,  OF  DENVES,  COLO. 

The  Chairman.  Mr.  Downing,  state  whom  you  represent? 

Mr.  Dow^'I^'G.  Mr.  Chairman,  I  am  an  attorney  and  live  in  Den- 
ver, Colo.  I  represent  the  so-called  Committee  of  Independent  Oper- 
ators of  Wyoming,  Montana,  and  Colorado.  The  members  of  that 
committee  are  Mr.  Frank  S.  Mitchell,  president  of  the  Mexico-Wyo- 
niing  Petroleum  Co. ;  Mr.  H.  A.  Rispin,  an  independent  operator,  of 
Wyoming;  Mr.  G.  L.  Warson,  who  used  to  live  in  Oklahoma,  and 
^ho  has  been  operating  quite  extensively  in  Wyoming;  and  Mr. 
Thomas  Arthur,  of  Billings,  Mont.,  who  is  quite  heavily  interested  in 
the  oil  fields  of  Montana. 

The  Chaibman.  How  much  oil  acreage  is  held  by  each  of  these 
people  ? 

Mr.  Downing.  I  do  not  loiow.  I  never  assumed  that  that  would 
De  important.  I  might  say,  first,  that  I  do  not  represent,  either 
directly  or  indirectly,  either  the  Mid-West  Co.,  the  Standard  Oil  Co., 
or  any  of  their  subsidiary  companies  or  any  refining  company. 

The  Chairman.  How  much  oil  production  did  each  of  those  people 
nave  last  year? 

Mr.  Downing.  Not  a  single  barrel.  The  people  that  I  represent 
are  the  people  who  in  those  States  have  gone  on  the  public  domain 
of  the  United  States  under  existing  law,  upon  lands  not  withdrawn, 
and  upon  the  invitation,  as  we  claim,  of  existing  law ;  they  have  not 
violated  any  law;  they  have  respected  the  withdrawal  orders  and 
hiive  commenced  the  search  for  oil,  and  they  now  simply  ask  the 
right  to  finish  the  work  that  they  have  commenced.    Now,  all  that 
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I  ask,  and  that  is  the  only  matter  upon  which  I  desire  to  speak — the 
only  right  that  we  ask  tor  those  people  may  really  be  summed  up 
in  a  sentence,  and  that  is,  that  in  any  leasing  bill  you  may  pass  you 
will  not  cut  these  people  off  in  the  middle  and  will  not  destroy  their 
rights,  whether  those  rights  are  technically  vested  or  not.  We  ask; 
that  your  legislation  be  not  made  retroactive  upon  existing  rights  or 
existmg  claims. 

I  might  put  it  in  this  form :  What  we  ask  is  not  relief,  but  the 
saving  clause  that  should  be  in  every  bill  that  any  legislature  should 
ever  enact.  Indeed,  from  the  time  that  savages  first  met  in  caverns  toi 
pass  regulations  for  their  government,  it  has  been  a  universal  rule 
that  rights  acquired  under  existing  laws  shall  be  respected  and  shall 
not  be  destroyed  by  a  subsequent  change  of  policy.  That  is  the 
principle  I  wish  to  contend  for,  and,  to  show  its  application,  I  must 
refer  somewhat  briefly  to  our  placer-mining  law.  As  you  understand, 
the  basis  is  the  discovery.  As  respects  the  gold  placer,  that  is  easily 
understood.  The  prospector  goes  out  and  he  may  search  for  a  day  or 
for  a  year  before  his  search  is  finally  rewarded,  possibly  by  one  speck 
of  gold  in  a  mass  of  gravel.  Yet,  when  he  finds  that  speck  of  gold, 
or  colors,  under  favorable  circumstances,  he  has  made  the  discovery 
required  by  law.  Then  he  follows  his  discovery  by  the  notice  that 
he  posts  on  the  ground,  which  is  for  the  purpose  of  notifying  other 
persons  of  his  rights.  Then  he  stakes  his  claim,  so  that  others  may 
be  warned  of  the  extent  of  his  rights,  and  files  his  location  certificate, 
which  is  the  permanent  record.  That  law  applies  perfectly  to  a  gold 
placer,  and  when  the  man  does  all  those  things  his  rights  are  valid; 
but  until  he  has  completed  all  those  things  his  rights  are  not  techni- 
cally valid.  When  his  location  does  become  valid,  the  only  require- 
ment of  the  existing  law  is  that  he  continue  his  development  work  to 
the  extent  of  $100  per  annum  per  location. 

Mr.  SiNNOTT.  I  would  like  to  make  an  exception  to  the  rule  against 
interruptions  there,  in  the  interest  of  accuracy,  and  to  ask  this  gentle- 
man a  question  at  this  time. 

Mr.  Downing.  I  will  be  glad  to  answer  it 

Mr.  SiNNOTT.  You  stated  that  the  discovery  of  a  speck  of  gold 

nstitutes  discovery! 

Mr.  Downing.  As  respects  gold  placers,  I  think  that  is  universally 
held — ^that  a  few  colors  oj  particles  of  gold  are  sufficient.  It  is  not 
necessary  to  find  gold  in  commercial  quantities.  After  his  claim  has 
become  so  technically  valid,  he  may  take  one  year  or  fifty  years  for 
his  development. 

The  locator  may  go  away  and  then  come  back,  but  if  he  keeps  up 
the  annual  labor  required,  that  location  is  his,  and  he  may  develop 
it  according  to  his  necessities  or  according  to  his  abilities.  Now, 
Congress,  some  20  years  ago,  when  oil  lands  were  bein^  sought 
passed  a  law  that  oil  lands  might  be  taken  up  under  the  placer  la* 
I  think,  undoubtedly,  that  what  Congress  had  in  mind  was  the  same 
general  situation — ^that  is,  that  a  man  might  go  on  the  public  domain, 
make  surface  discovery,  and  having  made  discovery,  would  have  a 
similar  opportunity  to  develop  his  location.  I  might  say,  in  passings 
that  there  are  decisions  now  that  carry  out  that  intent.  I  refer 
particularly  to  the  decision  of  Judge  Biner,  of  Wyoming,  in  240 
Federal  Reports,  and  that  decision  is  of  the  highest  importance,  be- 
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cause,  whether  it  is  right  or  wrong,  it  is  the  decision  which  in  Wyoming 
is  considered  as  the  law.  It  is  a  decision  upon  a  Federal  statute 
handed  down  by  a  Federal  judge;  and  that  decision,  though  rendered 
two  years  ago  or  more,  has  never  been  reversed.  A  man  who  has 
rights  under  that  decision  may  go  to  any  Wyoming  court  and  have 
those  rights  protected.  Under  tne  Kiner  decision  the  situation  con- 
cerning discovery  applies  to  the  oil-placer  locations  in  Wyoming  just 
as  it  does  to  the  gold  placers.  Under  that  decision,  a  well  can  be  put 
down  into  the  oil  shale  some  40  feet,  and  if  there  should  be  found  a 
little  film  or  a  few  drops  of  oil  the  court  would  hold  that  under  those 
circumstances,  if  there  was  favorable  geological  structure,  following 
the  universally  applied  law  as  respects  gold  placers,  that  was  a  suf- 
ficient discovery,  and  Judge  Einer  held  that  such  discoveries  were 
valid. 

I  am  not  going  to  argue  that  decision,  whether  it  is  right  or  wrong. 
All  I  want  to  say  to  you  gentlemen  is  that  that  decision  does  express 
one  side  of  the  controversy  that  exists  concerning  the  question  of 
what  constitutes  a  valid  discovery.  And  I  might  say  in  passing  that 
our  trouble  always  is  not  so  much  that  we  are  unfair  with  one  an- 
other, but  that  we  don't  understand  one  another,  and  if  there  was 
any  way  that  this  committee  could  see  and  understand  the  spirit  of 
the  West  and  know  how  we  feel  about  all  the  hardships  we  undergo 
I  don't  think  there  would  be  five  minutes'  time  necessary  to  agree 
upon  what  is  right  and  just.  But  that  decision,  whether  a  good  law 
or  a  bad  law,  has  been  followed  by  lawyers  of  Wyoming  and  Mon- 
tana. We  know  it  isn't  a  decision  of  the  Supreme  Court,  but  we 
think  it  is  a  good  decision.  We  think  it  is  right,  and  the  reason  we 
think  it  is  right  is  because  we  live  in  the  atmosphere  of  the  gold 
placer.  We  are  familiar  with  the  laws  respecting  gold  placers,  and 
it  seems  to  us  that  the  same  principles  should  apply  to  the  oil  placer 
as  well  as  to  the  gold  placer.  But  the  departments  have  apparently 
taken  the  other  side.  Some  courts  have  decided  the  other  way  and 
say,  in  effect,  that  you  don't  get  your  discovery  until  you  find  oil  in 
commercial  quantities. 

The  point  I  am  making  is  that  this  placer  law  doesn't  fit.  It  doesn't 
apply  either  because  of  the  erroneous  construction  of  some  courts  or 
because  of  the  facts.  To  the  man  yru  have  invited  to  go  out  in  the 
search  for  oil  in  Wyoming  and  the  Western  States,  it  leaves  him,  as 
it  were,  suspended  in  the  air  for  days,  months,  or  years.  You  say 
his  title  isn't  valid  until  he  gets  his  discovery,  and  you  make  the 
discovery  come  at  the  end  of  a  hundred  thousand  dollars'  expenditure 
and  a  year  or  two  years  of  hard  work.  You  "  put  the  cart  baf ore 
the  horse,"  and  instead  of  giving  him  the  protection  of  a  valid  title, 
as  the  law  contemplates,  while  his  work  progresses,  you  tell  him  to  go 
<>ut  and  develop,  spend  his  money,  not  only  taking  the  slim  chance  of 
getting  oil  but  the  chance  that  a  withdrawal  will  come  along  or 
Congress  may  pass  a  new  law  that  will  wipe  out  everything  he  has. 
It  isn't  fair  to  pass  a  statute  as  i^ection  31  of  the  House  bill,  protect- 
ing only  a  "  valid"  title,  when  you  know  a  title  doesn't  become  valid 
^til  the  work  is  finished  and  no  protection  is  needed. 

Mr.  Watson.  Is  it  the  fault  of  the  miner  that  he  wasn't  provided 
with  an  adequate  law  or  the  fault  of  the  Government? 

Mr.  DowNiKo.  It  was  the  fault  of  the  Government.  We  have  had 
to  take  such  laws  as  we  were  given.    During  my  friend  Mr.  Swartz's 
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testimony  I  was  surprised  with  his  admission  of  what  he  would  be 
satisfied  with.  I  know  it  didn't  spring  from  his  heart,  but  the 
thought,  "We  will  come  here  and  take  what  we  can  get  and  be 
darned  thankful  for  it." 

You  gentlemen  have  been  debating  here  six  or  eight  years  on  a  bet- 
ter law  for  the  situation,  and  while  you  have  been  debating  we  have 
been  working,  relying  on  the  law  on  the  statute  books,  and  it  isn't 
right  to  come  here  now  and  apply  technicalities  as  to  whether  our 
rights  are  valid  and  say :  "  You  are  all  a  lot  of  land  grabbere,  and  we 
don't  expect  to  give  you  anything  except  the  least  we  can." 

Let  me  make  this  statement;  I  want  to  make  it  clear  if  I  can: 
Suppose  there  is  a  man  to-day  drilling  on  the  public  domain ;  he 
has  spent  $100,000;  he  has  drilled  his  well,  say,  3,000  feet;  he  is 
within  100  feet  of  his  reward;  and  suppose  you  pass  to-day  the 
present  bill  without  an  adequate  savings  clause  and  he  keeps  on  his 
work  and  next  week  brings  that  well  into  oil.  That  man  hasn't  a  sin- 
gle thing.  That  man's  investment  is  confiscated.  His  right  is  gone. 
That  is  a  hard  precedent.  I  know  you  don't  mean  it,  but  that  is  the 
rule  that  w^ill  follow  if  you  say  that  a  man  doesn't  have  protection 
until  his  claim  is  valid.  Technically,  the  claim  isn't  valid  as  against 
the  Government  until  discovery,  and  the  department  says  discovery 
isn't  sufficient  until  he  has  discovered  commercial  oil. 

Take  the  other  extreme:  I  am  a  prospector,  have  worked  a  few 
months  only ;  gone  over  the  hills,  gone  out  in  Wyoming,  where  we  may 
start  out  on  a  day  as  pleasant  as  this  and  maybe  within  an  hour  the 
temperature  will  drop  40  degrees  or  you  may  lose  your  life  in  a 
blizzard.  As  the  chairman  remarked,  the  fellows  who  do  this  work 
they  go  out  barefooted.  They  go  out  and  discover  something;  whether 
it  is  good  or  bad,  they  go  out  and  discover  something  that  they  think 
is  valuable.  They  come  back  to  Tulsa,  Cheyenne,  or  somewhere,  and 
they  find  some  one  whom  they  imbue  with  their  faith  and  say :  "  I 
have  found  the  greatest  thing  in  the  world ;  put  up  some  money  and 
go  in  with  me."  Suppose  they  haven't  the  derrick  erected ;  suppose 
they  haven't  the  money,  but  have  picked  their  locations,  paper  loca- 
tions, we  will  admit  them  to  be,  but  they  are  preparing  to  go  ahead. 
You  pass  a  law  and  cut  them  off.  In  that  case  is  it  quite  fair  to  say 
that  that  man  shall  have  no  rights  whatever? 

I  have  talked,  Mr.  Chairman,  w^th  a  great  many  people  in  Wash- 
ington, and  I  haven't  found,  I  am  glad  to  say,  any  who  has  disputed 
the  general  fairness  or  equity  of  the  position  taken.  Why,  even  the 
squatter  who  goes  on  the  public  domain  always  has  his  rights  cart- 
fully  protected  by  legislation.  I  think  every  one  of  you,  gentlemen 
and  Miss  Rankin,  want  to  protect  the  people  who  have  entered,  in 
good  faith,  on  the  public  domain,  and  you  want  to  do  it  without 
regard  to  the  question  of  whether  rights  are  technically  vested  or 
whether  they  are  not  vested.  We  took  this  up  with  the  Senate  com- 
mittee. I  appeared  before  the  Senate  committee.  Senator  Walsh, 
who  drew  the  bill  in  the  Senate,  said :  "  I  am  very  glad  you  presented 


J  — ^,  -2*  "«.-v.  x*v/*ic  ti  ■^c^i.ici  juu,  uut  It  IS  uiere,  ana  wo  are  nere  to  ae- 
fend  It— at  least  I  am.  It  doesn't  give  us  all  we  want.  I  am  going  to 
ask  you  gentlemen  to  give  us  more  than  section  17,  but  at  the  same 
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time  if  we  can't  get  better  legislation  I  want  you  at  least  to  under- 
stand what  section  17  means.  After  the  bill  passed  we  took  it  up  with 
the  Department  of  the  Interior.  We  understand  the  influence  of  the 
departments  in  these  matters,  and  we  didn't  want  anybody  to  feel 
neglected  because  of  not  hearing  our  viewpoint.  We  took  it  up  with 
the  Department  of  Justice.  Their  letter  is  here.  It  speaks  for  itself. 
I  wouldn't,  for  my  part,  assume  to  speak  for  any  officer  or  any  de- 
partment, but  the  letter  that  the  Department  of  Justice  has  written 
here  very  clearly  removes  a  very  current  misapprehension,  and  that 
is,  that  section  17  is  in  some  manner  aflFected  by  the  so-called  "  de- 
partmental substitute."  There  is  absolutely  no  connection  or  rele- 
vancy in  the  world  between  section  16,  which  is  purely  relief,  and 
section  17,  which  is  a  saving  clause.  But  I  will  come  to  that  in  a 
moment. 

The  honorable  Attorney  General  says  that  he  was  asked  to  state 
any  objections  he  may  have  to  the  Senate  bill,  and  he  says  that  there 
should  be  substituted  for  section  16  the  departmental  amendment. 
That  doesn't  mean  that  there  should  be  substituted  the  departmental 
amendment  for  sections  16  and  17,  but  only  for  section  16.  Then  he 
goes  ahead,  and  he  makes  but  two  objections  to  section  17  of  the 
Senate  bill.  I  don't  mean  by  that  that  he  approves  the  balance  of  it. 
I  don't  assume  that  that  is  his  function.  That  is  for  j^ou  gentlemen, 
but  he  does  make  two,  and  only  two,  objections.  I  feel  that  that  is 
inferentially  an  approval  to  the  extent  the  Department  of  Justice 
would  wish  to  go.  He  objects  to  the  words  appearing  in  the  first 
half  of  section  17,  "  which  work  may  be  done  on  such  locations  suc- 
cessfully." I  think  the  reason  he  gives  is  a  good  one.  If  I  didn't 
think  so  I  would  defer  to  the  superior  judgment  of  the  Attorney 
General  of  the  United  States.  But  I  don't  think  that  he  meant  to 
deny  the  principle  of  group  development  to  existing  locations.  But 
I  will  come  to  that  in  a  moment.  Then  he  suggests  that  the  word 
"notice "  should  be  inserted  in  the  place  of  the  words  "  actual  knowl- 
edge."   I  have  no  objection  to  that. 

So  I  feel,  Mr.  Chairman,  that  we  to-day  have  passed  the  gantlet 
of  the  Senate,  have  passed,  in  a  measure,  the  gantlet  of  the  depart- 
nients,  and  we  are  here  contending  for  a  principle,  namely,  the  prin- 
ciple of  a  savings  clause.  And  if  we  pass  this  gantlet  the  principle 
we  are  contending  for  will  at  least  be  established,  and  as  for  the 
exact  words  or  form  in  which  you  put  that  relief,  that  is  not  impor- 
tant to  us.  All  we  want  is  the  principle  enacted  to  protect  those 
people  who  in  good  faith  have  gone  on  the  public  domain  and  are 
met  either  by  a  withdrawal  or  by  the  passage  of  a  law  which  is  in 
itself,  as  Mr.  Lenroot  has  said,  a  withdrawal. 

Mr.  Chairman,  I  think  any  body  that  would  pass  a  retroactive  act 
that  would  destroy  a  right  or  claim  acquired  under  the  invitation  of 
existing  law  would  do  a  cruel  and  wicked  thing,  and  I  don't  think 
this  committee  or  this  Congress  would  for  one  moment  intentionally 
perpetrate  such  a  wrong  on  the  people. 

I  am  going  to  advance  this  argument  also :  Not  only  is  a  savings 
clause  just  but  it  is  expedient.  What  we  want  in  the  West  is  de- 
velopment. The  theory  of  any  law  is  to  develop  the  great  resources 
of  the  Nation.  You  are  not  nere  to  quarrel  over  whether  a  royalty 
should  be  10  per  cent  or  lOJ  per  cent.  You  are  here  to  open  up  in 
one  f  onn  or  another  the  resources  of  our  Nation,  and  it  has  been  that 
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principle  that  has  made  this  Nation  as  great  as  it  is.  I  am  sure  that 
while  you  want  to  conserve  the  resources  you  want  them  opened  up 
and  developed. 

Mr.  Raker.  Under  section  17  your  theory  is  that  the  man  should 
go  on  with  his  discovery  or  his  work,  with  the  claims  that  he  ha? 
staked  out  and  filed  upon,  irrespective  of  the  amount  that  the  asso- 
ciation that  he  belongs  to  has  applied  for,  or  should  it  be  limited  to 
the  2,560  acres  ? 

Mr.  Downing.  Judge  Raker,  I  am  contending  for  what  I  think  is 
rights  From  the  necessity  of  the  case,  we  will  be  lucky  if  we  get 
through  with  the  limitation  of  2,560  acres,  and  I  am  satisfied  with  it 
on  that  theory;  but  when  it  comes  to  what  is  right  there  isn't  any 
right  in  any  such  limitation.  If  the  law  tells  a  man  he  can  take  as 
many  claims  as  he  'wants  to  locate,  and  he  is  complying  with  the  law, 
or  is  in  the  act  of  complying  with  the  law 

The  Chairman.  Mr.  Raker,  we  promised  not  to  interrupt  Mr. 
Downing.  We  allowed  these  gentlemen  so  much  time  and  requested 
them  to  confine  themselves  to  that  limit. 

Mr.  Raker.  I  beg  your  pardon.  I  will  proceed  on  that  line  no 
further. 

Mr.  Downing.  Mr.  Chairman,  as  I  have  said  a  moment  ago,  we 
may  be  mistaken  as  to  whether  our  discoveries  are  good  or  bad,  but 
you  have  heard  here  how  long  it  takes  to  get  a  decision  of  the  courts. 
I  believe  one  gentleman  testified  they  had  been  five  years  and  they 
haven't  gotten  through  the  first  court  yet ;  and  anyone  familiar  with 
this  class  of  litigation,  where  the  Government  is  on  the  other  side  of 
it,  can  appreciate  the  situation.  It  is  very  easy  to  say,  "Go  get 
j'^our  legal  rights  if  you  want  them,"  but  God  pity  the  man  who 

foes  in  for  litigation  with  the  Government  on  the  other  side  of  it. 
5ut  we  do  claim,  rightfully  or  wrongfully,  that  we  have  made  valid 
discoveries.  The  question  with  you  is  whether  to  give  us  some  sort 
of  law  under  which  we  can  go  ahead  and  operate  or  attempt  to  cut 
us  off.  We  are  not  down  here  cringing.  We  have  legal  rights. 
If  you  want  it,  we  are  willing  to  defend  them.  We  can  fight 
just  as  well  as  the  Government  can  fight.  But  the  result  is  that 
you  will  have  litigation  extending  over  years  and  years,  going  to 
the  United  States  Supreme  Court  and  back  again  to  thrash  out 
the  question  as  to  what  constitutes  a  discovery.  It  has  been  40 
years  since  the  Supreme  Court  undertook  to  construe  the  mining  law 
we  have,  and  the  end  is  not  yet. 

Now,  you  have  the  power  to  attempt  to  cut  us  off  and  in  that  way 
embroil  the  entire  State  of  Wyoming  in  litigation,  giving  to  some 
shysters  the  opportunity  to  go  out  and  seek  permits  on  land  which 
we  in  good  faith  are  trying  to  hold.  There  are  men  out  there  who 
wouldn't  tolerate  long  interference  from  a  man  coming  out  with 
a  Government  permit.  You  can  start  litigation  and  strife,  incul- 
cate hate,  do  injustice,  or  you  have  the  opportunity  to  insert  a  fair 
savings  clause  in  your  bill,  saving  those  rights  which  have  com- 
menced under  existing  law.  In  other  words,  instead  of  a  legal 
fight  to  have  determined  whether  our  discoveries  are  valid,  thus 
retarding  development  for  years,  let  us  compromise  that  dispute  by 
giving  us  a  fair  savings  clause  and.  let  us  spend  our  money  for 
development  and  riot  litigation.  And  if  you  win^  what  happens! 
You  are  going  to  give  that  land  to  somebody,  to  the!newi  fellow  that 
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comes  along.  Why  not  give  that  land  to  the  man  who  is  already 
on  there,  who  has  already  evidenced  good  faith  and  good  intent,  and 
who  simply  wishes  a  chance  to  go  ahead  ? 

You  know  sometimes  a  man  will  work  very  much  harder  to 
develop  a  piece  of  ground  that  he  thinks  somebody  is  trying  to  take 
away  irom  him  than  a  piece  of  ground  that  comes  too  easy.  Tell 
our  people  of  the  West,  "  We  will  give  you  patents  or  we  will  give 
you  permits  or  we  will  give  you  leases,  provided  you  go  ahead  and 
do  some  pretty  fast  developing."  And  if  you  do  that,  you  will 
open  up  new  oil  fields. 

What  we  ask  for  these  people  is  not  any  amendment  of  existing 
law.  We  don't  want  any  amendment  of  the  existing  law.  All  we 
want  is — and  if  you  would  put  one  little  sentence  in  the  bill  it  will 
cover  everything — ^let  section  31  say  that  all  claims  valid  under 
existing  law  except  as  to  discovery  and  existing  either  at  the  time 
of  the  passage  of  the  act  or  at  the  time  of  any  withdrawal  may  bo 
maintained  or  perfected  as  to  discovery  under  the  existing  law. 
That  would  satisfy  us  in  a  minute.  That  is  the  complete  answer,  in 
my  judgment,  to  the  claim  that  we  are  trying  to  get  some  new 
legislation. 

There  is  just  one  other  point  I  want  to  make  and  that  is  to  draw 

a  clear  distinction  between  sections  16  and  17.    Understand,  I  am 

not  opposed  to  section  16.    The  poor  fellows  who  have  equities  under 

that  section  have  troubles  of  their  own.    I  don't  want  to  interfere 

with  them  and  I  don't  want  to  be  interfered  with  as  regards  section 

17.    Let  each  of  us  stand  on  our  own  bottom  and  present  our  own 

case.    Section  16  gives  rights  to  people  who  went  on  lands  after  a 

withdrawal.    To  that  extent  at  least  it  is  a  relief  measure.    There 

were  no  rights  when  those  fellows  went  on  those  lands.    It  is  true 

they  went  on  them  through  mistake.    It  is  true  they  have  equities, 

but  when  you  get  down  to  hard  principle,  their  rights  were  initiated 

upon  lands  which  were  at  the  time  withdrawn.     So  far  as  section  17 

is  concerned,  at  the  time  we  made  our  entries  they  were  lawful.    It 

was  land  not  withdrawn.    We  had  the  right  to  go  on  them  and  we 

have  never  violated  the  law.     We  don't  ask  any  new  law.    We 

simply  ask  that  those  rights  which  we  acquired  on  those  public  lands 

at  the  time  they  were  open  to  appropriation  may  be  preserved  and 

continued.    Therefore  section  17  is  a  savings  clause  and  not  a  relief 

measure,  and  I  hope  the  members  of  the  committee  will  clearly  keep 

that  in  mind,  not,  perhaps,  that  it  may  make  any  difference  in  the 

final  result,  but  certainly  for  clearness,  so  that  we  may  understand 

fully  that  we  have  the  distinction  that  section  17  is  a  savings  clause 

rather  than  a  relief  measure. 

Now,  as  to  what  we  ask:  We  ask,  as  I  say,  primarily  for  just  one 
sentence :  "All  rights  which  are  initiated  under  existing  law  may  be 
perfected  and  continued  and  maintained  under  that  law,  and  shall 
not  be  impaired  by  the  withdrawal  of  the  new  law,  or  withdrawal  by 
presidential  proclamation." 

I  noticed,  for  illustration,  last  night  in  "  Mining  Law  of  the 
United  States,"  published  by  the  department,  a  savings  clause  in  that 
bill.  I  want  to  say  that  that  was  one  of  the  greatest  statutes  ever 
enacted.  The  savings  clause  is  as  follows :  "  Nothing  in  this  chapter 
shall  be  construed  to  impair  in  any  way  rights  or  entries  acquired 
under  the  existing  law."    If  you  put  that  language  in  this  bill,  with 
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its  application  to  withdrawals,  because  the  withdrawals  have  come 
both  by  acts  of  Congress  or  by  acts  of  the  President,  I  think  it  would 
cover  the  whole  situation. 

The  Chairman.  Would  the  language  just  read  satisfy  your  clients. 

Mr.  Downing.  With  the  change  I  have  just  suggested. 

The  Chairman.  What  was  that?     Never  mind,  though;  go  ahead. 

Mr.  Downing.  That  is  section  2344  of  the  Revised  Statutes  of  the 
United  States.  I  don't  like  to  answer  so  important  a  matter  with- 
out some  consideration,  as  I  just  happened  to  notice  this  last  night 
as  a  savings  clause. 

Mr.  Taylor  of  Colorado.  Mr.  Downing,  I  think  you  are  probably 
right  in  saying  that  the  West  would  be  satisfied  with  that  kind  of 
a  clause,  provided  the  construction  of  the  law  by  the  departments 
was  not  such  as  to  construe  us  off  the  earth.  In  other  words,  the 
way  Congress  thinks  the  laws  ought  to  be  construed,  and  were  con- 
strued before  this  conservation  mania  swept  over  the  country,  they 
used  to,  as  you  say,  allow  a  man  to  go  ahead  and  comply  with  the 
law  and  get  his  patent.  Now  they  don't  do  it.  Either  the  Depart- 
ment of  Justice  or  Interior  or  the  Navy  finds  some  technicality  to 
prevent  applicants  from  getting  patents,  and  harrass  the  develop- 
ment of  every  oil  field  in  the  West.  If  a  man  can  not  get  a  patent 
to  an  oil  claim  by  reason  of  a  construction  that  makes  him  have  a 
paying  well  before  he  has  a  valid  location  or  any  vested  right,  I  fear 
that  that  kind  of  clause  would  not  save  us. 

Mr.  Downing.  That  suggests  very  forcibly,  Mr.  Taylor,  the  re- 
mark that  was  just  made  that  a  person  ought  not  to  pass  or  to 
endeavor  to  pass  upon  so  important  a  matter  rather  hastily,  because, 
as  you  say,  he  would  probably  even  then  have  to  fight  out  the  ques- 
tion of  discovery. 

Mr.  Taylor  of  Colorado.  If  the  departments  now  hold  that  you 
can  not  have  a  discovery  or  valid  claim  without  going  down  possibly 
3,000  or  4,000  feet  and  spending  possibly  a  million  dollars,  and  pet- 
ting a  paying  well — if  they  are  going  to  put  that  kind  of  construction 
on  existing  law  before  the  departments  Avill  recognize  a  vested  right, 
I  think  they  will  ruin  us. 

The  millionaire  don't  prospect  for  oil  or  anything  else.  It  is  the 
poor  people  who  find  and  prove  these  oil  fields,  and  their  rights 
should  be  respected  and  protected. 

Mr.  Downing.  Mr.  Chairman,  I  want  to  ask,  if  I  might,  to  put  in 
the  record  a  resolution  or  memorial  that  was  passed  by  the  Legis- 
latures of  Wyoming  and  Colorado  that  memorializes  you  on  this 
subject.    I  don't  know  as  you  wish  to  read  them. 

The  Chairman.  Do  they  deal  with  this  particular  matter? 

Mr.  Downing.  Absoluteljj.    Thejr  deal  with  section  17. 

The  Chairman.  If  there  is  no  objection,  it  will  be  incorporated  in 
the  record. 

There  was  no  objection,  ajid  the  documents  referred  to  are  as 
follows : 

[Senate  joint  memorial  No.  1,  adopted  by  the  Wyoming  State  Legislature  and  approved 

Jan.  80, 1017.] 

Be  it  resolved  by  the  senate  of  the  State  of  Wyoming  (the  house  of  repre- 
sentatives concurring)  that — 

Whereas  hundreds  of  citizens  of  this  State  have  taken  oil  placer  claims  under 
the  oil  placer-mining  act  and  have  complied  with  the  law  in  good  faith  by 
doing  the  assessment  worlc  required  to  hold  and  develop  said  claims ;  and 
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Whereas  In  many  cases  these  lands  have  been  located  and  held  by  prospectors 
wlio  have  expended  their  time  and  money  for  many  years  in  trying  to  hold 
and  develop  these  oil  placer  claims  until  the  ?ocuitions  and  demand  for  the 
product  would  make  it  possible  to  operate  the  r^ume;  and 

Whereas  these  lands  were  located  and  held  under  the  only  law  that  made  it 
possible  for  the  prospector  for  oil  or  gas  to  acquire  the  same ;  and 

Whreas  these  locations  were  made  In  good  faith  and  held  by  the  locators  before 
any  withdrawal  of  said  lands  was  made  or  even  contemplated  by  the  Govern- 
ment; and 

Whoreas  there  is  now  before  Congress  a  bill,  known  as  the  Ferrls-Phelan  bill, 
providing  for  the  leasing  of  all  oil  and  gas  lands  on  the  public  domain ;  and 

Whereas  this  bill  In  Its  present  form  would  destroy  and  take  from  the  original 
lofrators  their  vested  rights  or  compel  them  to  defend  the  same  in  the  courts, 
causing  endless  litigation  with  wealthy  oil  operators  who  might  seek  to 
deprive  them  of  their  legitimate  rights ;  and 

Whereas  It  appears  the  said  leasing  bill  as  now  drawn  Is  in  the  Interest  of  the 
large  foreign  oil  companies  and  against  the  interests  of  the  original  locators 
and  settlers  and  is  flagrantly  unfair  and  unjust  to  all  original  claimants  In 
that  It  ignores  their  rights  and  permits  the  land  to  be  leased  to  any  applicant 
without  considering  the  Interests  of  the  original  locators:  Therefore  l)e  it 
Renolved,  That  the  Congress  of  the  United  States  be  memorialized  to  amend 

said  leasing  bill  to  give  all  locators  who  have  held  the  land  In  good  faith  and 

have  complied  with  the  oil  placer-mlnlng  law,  the  preferential  right  to  lease  the 

Nirae  on  the  same  terms  that  may  be  required  from  any  other  applicant;  be  it 

further 

Resolved,  That  the  bill  as  now  drawn  is  unjust  and  unfair  and  will,  if  passed, 
result  in  placing  all  the  oil  lands  of  this  State  in  the  hands  of  the  large  oil 
companies  and  operators  and  Jeopardize  the  rights  of  the  original  locators  in 
claims  that  have  in  many  cases  been  held  and  worked  by  them  for  years ;  be  it 
further 

UcHolved,  That  a  copy  of  of  this  memorial  be  sent  to  the  Hon.  Francis  B. 
Warren,  the  Hon.  Clarence  D.  Clark,  and  the  Hon.  Frank  W.  Mondell.  asking 
their  aid  in  carrying  out  the  object  of  this  resolution. 


[Senate  concnrrent  resohitlop.  No.  4  (by  Senator  Napier) ,  as  found  on  p.  000  of  the  sessioD 

laws  of  the  State  of  Colorado  for  1917.] 

For  the  protection  and  maintenance  of  the  oil  industries  of  the  State  of  Colorado. 

Be  it  resolved  J>y  the  Senate  of  the  State  of  Colorado  (the  House  of  Rep- 
fcsentaiives  concurring)  that — 

Wherens  hundreds  of  citizens  of  this  State  have  taken  oil  placer  claims  under 
the  oil  placer  mining  act,  and  have  complied  with  the  law  in  good  faith  by 
doing  the  assessment  work  required  to  hold  and  develop  said  claims;  and 
Whereas  in  many  cases  these  lauds  have  been  located  and  held  by  prospectors 
who  havo  expended  their  time  and  money  for  many  years  in  trying  to  bold 
and  develop  these  oil  placer  claims  until  the  conditions  and  demand  for  the 
product  would  make  it  possible  to  operate  the  same;  and 
Where?B  these  lands  were  located  and  held  under  the  only  law  that  made  It 

possible  for  the  prospector  for  oil  or  gns  to  acquire  the  same;  and 
Whertag  these  locations  were  made  In  good  faith  and  held  by  the  locators  before 
any  withdrawal  of  said  lands  was  made  or  even  contemplated  by  the  Gov- 
ernment: and 
wherena  there  is  now  before  Congress  a  bill,  known  as  the  Ferrls-Phelan  bill 
(H.  R.  40G),  providing  for  the  leasing  of  all  oil  and  gas  lands  on  the  public 
domain;  and 
whereas  lands  which  have  not  been  withdrawn  are  affected  by  said  leasing 
bill  la  such  a  way  as  to  Jeopardize  existing  claims  of  present  bona  fide  lo- 
cators:  Therefore  be  It 

Kwolvcd,  That  the  Congress  of  the  United  States  be  memorialized  to  amend 
*ld  lejising  bill  to  give  to  all  locators  and  assigns  who  have  held  the  land  in 
good  faith,  and  have  complied  with  the  oil  placer  mining  law,  the  preferential 
^Wi{  to  lease  the  same,  on  the  same  terms  that  may  be  required  from  any 
Jjlier  applicant,  and  claims  of  original  locators  or  assigns  having  perfected 
discoveries  under  the  oil  placer  mining  law  as  recognized  by  the  State  courts 
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to  be  exempt  from  being  compelled  to  lease  sucli  lands  from  the  GoTemment 
or  pny  n  royalty  burden ;  be  It  further 

Resolved,  Thnt  a  copy  of  this  uiemorinl  be  sent  to  the  Hon.  Charles  S. 
Thomas*  Hon.  John  F.  Sha froth,  Hon.  Ed.  T.  Taylor,  Hon.  Edward  Keating, 
Hon.  Ben.  C.  Hillinrd,  and  the  Hon.  C.  B.  Timberlake,  asking  their  aid  in 
canning  out  the  object  of  this  resolution. 

Aiiproved,  February  2,  1017. 

Mr.  Taylor.  Have  you  any  other  data  that  you  desire  to  have  go 
into  the  record  that  you  think  is  pertinent? 

Mr.  Downing.  No;  I  don't  think  so,  Mr.  Taylor.  In  fact,  I  wish  to 
say  in  conclusion — my  time  is  not  really  up,  but  I  hope  to  finish  long 
before  that — that  this  is  a  matter  of  the  very  highest  importance.  If 
we  could  make  you  see  the  situation  as  it  is  there,  thousands  of  people 
making  investments  based  on  the  faith  in  the  existing  law — ^widows, 
children,  men ;  it  is  not  only  the  prospector  that  goes  out  on  the  pub- 
lic domain.  He  is  entitled  to  his  credit,  he  takes  his  life,  perhaps, 
in  his  hands,  but  there  are  thousands  of  other  people  who  follow  that 
prospector,  who  buy  the  stock  of  the  company,  some  of  them  who  put 
more  in  stock  than  they  ought. 

Mr.  Taylor.  How  many  people  would  you  say  in  Wyoming  and 
Colorado  are  directly  financially  affected  by  this  law? 

Mr.  Downing.  I  would  say  100,000.  A  great  city  like  Casper 
sprang  up,  a  wonderful,  a  beautiful  city;  a  peer  of  any  city;  its 
people  willing  to  go  out  and  take  a  chance  uncler  your  invitation  on 
the  public  domain.  You  should  be  a  little  careful  about  what  you  do. 
What  is  going  to  be  the  result? 

Gentlemen,  you  may  devastate  the  oil  industry  of  a  whole  State. 
That  is  our  point.  We  take  a  lot  of  time ;  you  are  busy ;  there  may  be 
a  lot  of  appropriation  bills  and  a  great  many  other  matters  up  here, 
but  the  West  is  entitled  to  be  heard.  But  if  there  is  one  thing  abore 
all  things  that  I  wish  could  happen,  it  is  that  one  man  on  this  com- 
mittee could  have  been  to  Wyoming  and  could  have  come  back  and 
say  to  this  committee,  "This  is  what  I  saw  and  found,"  and  could 
give  you  a  real  understanding  of  what  we  are  up  against  out  in  that 
country  and  what  is  necessary  for  our  financial  salvation.  I  have 
heard  it  said,  "  Oh,  it  is  just  a  wildcat  scheme."  What  develops  our 
country?  It  isn't  just  the  Standard  Oil  Co.  or  any  of  these  big  cor- 
porations. You  have  never  known  of  one  of  them  bringing  in  a  big 
field.  It  is  the  little  fellow  who  goes  out  and  gets  his  friends  to  put- 
up  the  money  and  he  drills  where  the  big  fellow  wouldn't  drill  and 
he  brings  in  an  oil  field  worth  maybe  two  or  three  hundred  million 
barrels  and  brings  in  that  wealth  to  the  Nation.  You  have  got  to  be 
fair  to  that  little  fellow.  The  big  companies  are  here,  they  know 
pretty  well  how  to  get  around  the  law.  I  have  been  very  much 
amused  at  the  time  this  committee  has  taken  to  devise  legislation  to 
keep  the  big  companies  from  getting  too  much  land.  The  same  re- 
sults will  happen  in  the  future  as  in  the  past.  Just  remember  the 
fellows  that  are  out  there  now.  Give  the  fellow  who  is  doing  the  dig- 
ging a  chance.  Let  him  keep  what  he  has.  Don't  take  it  away  from 
him  because  you  have  the  strength.  Remember  this,  you  are  not  act- 
ing on  the  basis  of  some  fellow  who  has  a  40-acre  farm  and  is  trying 
to  get  the  highest  royalty  and  the  best  terms  possible  from  a  lessee  on 
that  particular  tract.  You  are  the  representatives  of  the  sovereign 
people  and  you  are  trying  to  open  up  and  develop  the  public  resources 
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of  your  Nation,  and  in  doing  that  it  isn't  a  question  of  what  royalty 
you  can  get  out  of  this  fellow  and  that  fellow,  but  what  is  fair  and 
right  and  is  going  to  produce  the  greatest  inducement  to  the  wild- 
catter to  open  up  for  the  Nation  new  oil  fields.  There  is  a  line,  be- 
yond that  line  it  is  extravagant  to  give  inducements  to  the  prospector, 
but  you  go  below  that  line,  you  don't  give  any  encouragement,  and 
the  result  is  that  you  don't  have  any  prospectors.  Isn't  it  better  that 
the  Government  should  be  fair  and  liberal  with  these  little  fellows 
than  to  be  so  strict  as  to  stop  development? 

If  I  have  ever  seen  a  change  come  over  a  country,  it  is  the  change 
that  has  come  over  Wyoming  since  last  fall.  *  It  is  due  to  the  fear  of 
these  people  that  this  Congress  won't  be  fair  to  them.    Take  my  city 
of  Denver.    Anybody  could  come  there  last  summer  with  a  legitimate 
proposition  to  develop  oil  in  Wyoming  and  they  could  get  the  money. 
But  they  ask  now  "Is  it  on  Government  land?"    You  say,  "Yes." 
They  say.  "'We  don't  want  anything  to  do  with  Government  land, 
but  we  will  go  down  to  Kansas,  Oklahoma,  and  Texas,  where  we 
can  operate  on  privately  owned  land."    People  don't  want  to  go  up 
against  these  fignts.    It  is  very  unpleasant  to  have  to  come  down  hero 
and  have  to  fight,  fight,  fight  for  what  you  think  is  right.    I  hope 
you  will  give  us  that  savings  clause.    I  think  it  is  right.    I  think  you 
will  bring  turmoil  and  hate  if  you  don't.    I  think  if  you  should  be  so 
unjust  as  to  confiscate  rights  and  property  acquired  under  existing 
law,  I  think  there  is  no  reason  to  pass  any  lease  law  at  all,  because 
people  would  not  accept  the  Government  as  lessor  if  it  had  acted  so 
arbitrarily  and  unjustly. 
I  thank  you,  Mr.  Chairman,  for  your  consideration. 
Mr.  Lenroot.  You  have  stated  a  number  of  times  that  you  do  not 
ftsk  for  any  change  in  the  existing  law,  but  are  asking  only  for  a  sav- 
ings clause.    Do  I  understand,  then,  that  you  do  not  ask  for  the  in- 
corporation into  the  bill  of  the  first  paragraph  of  section  17  ? 
Mr.  Downing.  I  do. 

Mr.  Lenroot.  Isn't  that  rather  inconsistent? 
Mr.  Downing.  I  don't  think  so. 
Mr.  Lenroot.  I  would  like  to  have  you  explain  why. 
Mr.  Downing.  The  existing  law  requires  as  development  work  a 
limited  amount  of  assessment  work  after  the  discovery.    Remember, 
we  claim  we  have  discoveries.    If  we  have  discoveries,  nothing  in  sec- 
tion 17  adds  to  our  rights.    But  under  the  first  half  of  section  17, 
assume  we  do  not  have  discoveries,  we  don't  amend  the  existing  law, 
the  purpose  of  the  first  half  of  section  17  is  to  state  the  circumstances 
under  which  the  existing  law  continues  to  apply,  it  doesn't  grant  any 
right  not  granted  by  the  existing  law. 

Mr.  Lenroot.  Has  any  court  or  any  department  anywhere  con- 
stnied  the  existing  placer-mining  law  as  it  would  liaAe  to  be  con- 
strued if  the  first  paragraph  of  section  17  is  incorporated  in  the  bill? 
Can  you  point  to  any  decision  where  they  have  given  any  such  broad 
construction  to  the  existing  placer-mining  law? 

Mr.  Downing.  Under  the  practice 

Mr.  Lenroot.  No;  we  mustn't  assume  what  the  law  is  and  what 

the  courts  and  departments  have  said  about  it ;  they  declare  the  law. 

Mr.  Downing.  1  disagree  there,  because  if  what  the  Supreme  Court 

says  is  law,  that  settles  it.    But  we  see  so  many  trial  courts  who  mis- 
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construe  the  law — themselves  take  back  the  law  that  they  once  an- 
nounced—it isn't  fair  to  say  that  because  one  out  of  one  hundred 
Federal  judges  sa^  this  is  the  law,  it  isn't  fair  to  assume  that  his 
decision  is  conclusively  right. 

Mr.  Lenroot.  Would  you  argue  to  this  committee  that  the  courtj?. 
in  so  far  as  they  have  passed  upon  the  act  of  Congress  at  all,  have 
made  a  certain  construction  and  the  departments  which  have  con- 
strued it  have  given  it  a  certain  construction,  that  this  committee  is 
not  bound  by  that  construction  of  the  law  ? 

Mr.  Downing.  I  think  the  committee  would  be  influenced  by  the 
decisions  of  the  Federal  judges  if  the  decisions  are  numerous  and 
harmonious.  It  raises  a  strong  inference  that  it  is  the  law;  but  if 
these  decisions  are  not  numerous  or  harmonious,  I  think  the  commit- 
tee would  not  be  bound  by  any  one  decision. 

Mr.  Lenroot.  Isn't  this  the  extent  of  your  request?  You  say  you 
are  not  asking  for  any  change  in  the  existing  law.  That  being  true, 
you  are  asking  the  committee  to  declare  the  existing  law  to  be  as 
set  forth  in  section  17,  and  do  you  think  this  committee  would  be 
warranted  in  construing  the  existing  law  as  proposed  in  the  first  half 
of  section  17  ? 

Mr.  Downing.  The  very  words  of  the  first  half  of  section  17  read 
like  this:  "The  rights  of  certain  persons  who  have  done  certain 
things  shall  not  be  affected  by  this  law."  In  other  words,  a  man's 
rights  under  the  existing  law  continue  if  he  meets  those  conditions 

Mr.  Lenroot.  If  this  committee  should  be  of  the  opinion  that  sec- 
tion li  does  change  the  existing  law,  you  would  not  ask  that  it  be  in- 
corporated in  the  proposed  law  ? 

Mr.  Downing.  Well,  I  would  have  to  be  like  my  friend,  Mr. 
Swartz;  if  we  can't  get  what  we  want  we  will  have  to  take  what  we 
can  get. 

Mr.  Lenroot.  Do  you  so  understand  that  there  is  no  provision  for 
a  preferential  lease,  notwithstanding  if  any  equity  may  exist,  even 
under  the  Senate  bill  they  must  rely  upon  their  having  claims  or 
patents  under  the  first  paragraph  of  section  17;  do  you  so  under- 
stand it? 

Mr.  Downing.  Yes,  sir. 

Mr.  Lenroot.  You  do  not  ask  for  any  preferential  right  to  lease 
upon  any  unwithdrawn  lands? 

Mr.  Downing.  That  is  the  second  half. 

Mr.  Lenroot.  I  am  speaking  of  unwithdrawn  lands. 

Mr.  Downing.  No;  the  first  half  of  section  17,  as  I  understand  it, 
simply  says  that  existing  law  shall  continue  to  appjly  to  certain  claim- 
ants who  have  done  or  propose  to  do  certain  things  in  the  way  of 
development. 

The  second  half  of  section  17  meets  a  situation  which  is  identical 
in  principle,  as  I  think  you  have  clearly  brought  out.  It  gives  people 
who  were  cut  off  by  withdrawal  a  right  not  to  a  patejit  but  a  right 
to  a  preferential  lease  under  certain  conditions. 

Mr.  Lenroot.  So  then  I  do  understand  you  that  as  for  claimants 
upon  withdrawn  lands,  if  they  can't  secure  patents  under  existing 
law,  you  do  not  ask  for  any  right  of  preferential  lease  to  them? 

Mr.  Downing.  No;  I  feel  that  they  would  prefer  to  have  the 
patent  than  the  lease,  and  they  have  a  just  right  to  patent.    If  they 
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ask  for  both  lease  or  patent  or  a  choice,  they  would  ask  foi"  more 
than  they  can  get  and  would  confuse  your  issue. 

Mr.  Lenroot.  They  are  all  given  the  right  to  got  patents,  and  then 
they  are  given  a  right  whereby  they  may  secure  a  lease? 

Mr.  Downing.  Yes,  sir;  but  I  didn't  draw  up  section  17.  I  think 
I  could  present  a  better  substitute  for  it,  and  I  say  that  without  any 
disrespect  to  the  United  States  Senate. 

The  Chairman.  Gentlemen,  we  must  adjourn  now  as  the  House 
has  convened.  We  will  adjourn  to  meet  again  to-morrow  at  10 
o'clock. 


House  of  REPRESENTAxmis, 
Committee  on  Public  Lands, 
Wednesday^  February  13^  1918. 

The  committee  met  at  10  o'clock,  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEMENT  OF  MK.  WARWICK  M.  DOWNING— Eesnmed. 

Mr.  Kaker.  Mr.  Downing,  I  would  like  to  ask  you  about  a  couple 
of  concrete  matters.  I  wish  you  would  state  in  a  concrete  form  the 
conditions  surrounding  the  various  oil  prospectors,  locators,  and 
users  of  wells  that  you  think  ought  to  have  relief  or  that  the  law 
ought  to  apply  to  under  this  bill.  For  instance,  I  will  state  the  first 
one,  a  man  who  goes  out  on  the  public  domain,  unreserved,  stakes 
his  claim,  records  the  claim  according  to  law,  follows  the  placer 
mining  law  up  to  date;  is  it  your  contention  that  no  law  should  be 
enacted  that  would  deprive  him  of  the  completion  of  that  claim? 

Mr.  DowNI^'G.  It  is  my  contention,  Judge  Raker,  that  it  would 
be  an  act  of  cruel  injustice  to  deprive  him  of  the  right  to  complete 
that  which  he  has  commenced  under  existing  law. 

Mr.  Raker.  If  he  does  designate  his  claim  on  the  ground,  and  has 
made  the  necessary  record  and  is  at  work  seeking  to  develop  his 
t^laini,  he  can  now  proceed  and  if  he  discovers  oil,  it  is  legal  and  he 
^ill  get  a  patent. 

Mr.  Downing.  Absolutely.  Under  existing  law,  even  if  he  has 
not  a  discovery  and  even  if  the  Riner  decision  is  wrong,  he  can 
^ay  on  that  ground  and  he  is  protected  against  all  forms  of  surrepti- 
tious or  fo'-cible  entry,  and  may  continue  in  his  work  whether  it 
takes  a  day  or  a  year,  and  has  a  right  to  a  patent  when  it  is  com- 
pleted. 

Mr.  Raker.  After  he  has  thus  proceeded,  but  before  he  discovers 
<Jil.  if  a  withdrawal  is  made,  then  he  would  not  be  entitled  to  a 
patent  as  of  right? 

Mr.  Downing.  Except  under  the  Pickett  Act. 

Mr.  Raker.  Yes.  Now,  your  contention  is  that  under  this  bill  and 
the  suggested  amendments  as  to  continuing  in  operation  the  present 
mining  law,  if  not  reserved,  he  would  still  be  protected  ? 

Mr.  Downing.  He  should  still  be  protected. 

Mr.  Raker.  If  we  put  in  that  saving  clause? 

Mr.  Downing.  Yes. 


418  OIL  LBASINa  LAKD3. 

Mr.  Eaker.  But  if  the  land  is  withdrawn,  your  purpose  in  the 
first  half  of  section  17  of  the  Senate  bill  is  to  relieve  him  and  pro- 
tect him  should,  bv  any  chance,  the  land  be  withdrawn. 

Mr.  Downing,  ftather,  if  the  act  passes. 

Mr.  Barer.  Yes;  I  am  assuming  that. 

Mr.  Downing.  Yes. 

Mr.  Baker.  Then,  if  the  land  was  withdrawn  he  would  bo  pro- 
tected ? 

Mr.  Downing.  He  would  be  protected  now. 

Mr.  Lenroot.  Mr.  Baker,  I  am  sure  you  want  to  be  accurate. 

Mr.  Baker.  Yes. 

Mr.  Lenroot.  The  first  half  of  section  17  has  nothing  to  do  with 
withdrawal  except  as  this  act  itself  constitutes  a  withdrawal. 

Mr.  Baker.  Yes;  that  is  what  I  am  assuming.  I  refer  to  this  act 
entirely. 

Mr.  Downing.  Yes. 

Mr.  Baker.  In  the  saving  clause  he  would  be  all  right  if  there  was 
no  withdrawal. 

Mr.  Downing.  Absolutely. 

Mr.  Baker.  But  if  perchance  there  should  be  a  withdrawal,  then 
your  theory  is  the  first  half  of  section  17  should  be  enacted  so  as  to 
protect  him  because  he  would  then,  if  the  bill  is  enacted,  and  he  did 
not  have  oil  when  the  bill  was  enacted,  be  practically  like  the  men 
are  now  who  are  claiming  to  have  patents  on  their  lands? 

Mr.  Downing.  That  is  exactly  true,  except  the  withdrawal  would 
be  a  withdrawal  by  the  passage  of  an  act  rather  than  an  executive 
act. 

Mr.  Baker.  I  am  assuming  that  if  this  bill  passes  there  is  a  prac- 
tical withdrawal  of  all  the  public  domain  so  far  as  jgas  and  oil  are 
concerned  except  to  those  who  are  on  the  ground  developing,  and 
with  the  saving  clause  they  would  be  protected. 

Mr.  Downing.  Yes. 

Mr.  Baker.  The  other  class  is  those  who  have  gone  upon  the 
ground,  made  the  same  markings  on  the  ground,  and  filed  their  notices 
and  are  developing  their  claims  and  have  not  discovered  oil.  The 
land  is  withdrawn  before  they  discover  it.^  Your  contention  is  that 
under  this  bill  they  should  be  given  protection? 

Mr.  Downing.  They  should  be  given  protection,  in  that  instance  by 
a  preferential  right  to  lease. 

Mr.  Baker,  ^d  the  third  case  is  those  within  the  naval  reserve, 
if  they  have  located  or  did  locate  before  the  reserve  was  made  and 
were  prosecuting  their  work,  that  they  should  be  given  a  preferential 
right  to  lease? 

Mr.  Downing.  The  act,  as  I  understand  it,  does  not  apply  to  the 
naval  reserves  alone,  but  it  does  apply  under  section  16,  wnich  I  pre- 
sume you  are  referring  to 

Mr.  Baker  (interposing).  Yes;  that  is  what  I  am  referring  to. 

Mr.  Downing  (continuing).  To  people  who  went  upon  the  land 
after  the  Taft  withdrawal,  which  was  supposed  to  be  invalid. 

Mr.  Baker.  I  am  leaving  that  out  for  the  present.  I  am  referring 
now  to  those  in  that  class,  if  there  are  any,  so  they  can  be  segregated. 
We  have  stated  the  first  two  classes,  and  we  are  now  referring  to  ft 
third  class,  those  who  entered  upon  the  land  before  a  reserve  was 
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made,  a  reserve  was  then  made,  then  a  naval  reserve,  but  before  the 
naval  reserve  was  created  they  actually  discovered  oil,  and  your  con- 
tention is  they  should  be  given  a  preferential  right  to  lease? 

Mr.  DowKiNG.  In  my  statement  I  endeavored  to  confine  myself  to 
section  17  alone.  As  to  section  16  of  the  Senate  bill,  I  might  say  that 
my  own  belief  is  that  those  people,  under  the  circumstances  you  have 
described,  should  have  some  preference  as  a  reward  for  the  expendi- 
tures and  risk  they  have  made,  although  they  have  possibly  not  pro- 
ceeded in  strict  conformity  with  law. 

Mr.  Eaker.  Very  well.  I  recall  you  did  not  go  particularly  into 
section  16  on  that  proposition. 

Mr.  Downing.  The  only  reason  was  I  wanted  to  confine  myself • 

Mr.  Raker  (interposing).  Are  there  any  valid  reasons  in  your 
mind  from  your  experience  and  observation  as  to  what  such  class  of 
men  have  done  that  they  should  be  given— that  is,  the  second  and 
third  classes  I  have  designated — a  preferential  right  to  lease? 

Mr.  Downing.  I  do  not  think  there  is.  I  think  the  people  who 
are  affected  by  section  16,  regardless  of  everything  else,  have  at  least 
this  to  their  credit :  They  did,  in  Wyoming,  for  illustration,  start  the 
oil  development  of  that  great  State.  They  spent  their  money,  they 
risked  their  money,  and  they  are  entitled  to  some  form  of  recompense. 

Mr.  Eaker.  Now,  what  would  be  the  difference  between  the  man 
who  has  done  the  work,  as  we  have  designated  in  classes  2  and  3,  in 
giving  him  a  preference  right  to  lease  because  of  what  he  has  done 
and  giving  a  stranger  or  an  outsider  a  right  to  lease  when  the  Govern- 
ment would  receive  no  more  in  royalty  from  him  than  it  would  from 
the  stranger? 

Mr.  Downing.  I  think  possibly  that  question  had  better  be  answered 
by  some  one  who  believes 

Mr.  Raker  (interposing).  I  want  t9  get  from  you,  if  you  can  pre- 
sent it,  anything  to  the  committee  which  is  pertinent  either  way. 

Mr.  Downing.  Well,  I  can  not  present  it  in  favor  of  the  proposi- 
tion, but  as  against  the  proposition  I  do  not  see  that  there  is  any 
particular  distmction.  I  mean  those  under  section  16  are  entitled  to 
equities,  and  they  certainly  at  least  have  this  equity,  that  those  who 
developed  the  land  and  made  it,  and  transformed  its  value  from  50 
cents  an  acre  or  a  penny  an  acre  to  highly  valuable  oil  lands  ought 
to  have  a  preference  as  to  that  land  ratner  than  a  stranger  who  never 
saw  it  before. 

Mr.  Raker.  Would  the  Government  be  in  any  wise  affected  by 
giving  the  preference  right  to  the  man  who  had  been  on  the  ground 
doing  the  work  as  against  a  stranger? 

Mr.  Downing.  I  do  not  see  that  the  Government  would  be  affected 
provided  the  leasing  conditions  were  the  same. 

Mr.  Baker.  Now,  a  fourth  class,  those  who  went  upon  the  land  that 
was  withdrawn  between  the  time  of  the  Taft  withdrawal  and  the 
withdrawal  under  the  act  of  June  25,  1910.  Is  it  your  opinion  that 
that  fourth  class  should  be  given  a  preference  lease? 

Mr.  Downing.  It  is. 

Mr.  Raker.  Notwithstanding  they  had  entered  upon  the  land  after 
the  withdrawal  ? 

Mr.  Downing.  I  do  not  think  anv  one  denies  that  they  should  have 
some  form  of  preference ;  in  fact,  the  departmental  substitute  so  pro- 
vides.  It  is  just  a  qu^ion  as  to  the  extent. 
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Mr.  Baker.  I  was  trying  to  get  from  you  why  you  could  make  a 
distinction  between  the  third  class,  those  who  went  on  before  the 
withdrawal  and  did  discover  oil,  and  those  in  the  fourth  class  I  have 
named  who  went  on  after  the  withdrawal  of  September  27, 1909,  and 
before  the  withdrawal  under  the  act  of  June  25, 1910. 

Mr.  Downing.  There  is  only  perhaps  this  distinction :  The  people 
who  are  affected  by  the  second  and  third  classes  are  the  people  who 
never  in  any  respect,  even  technically,  violated  any  law.  They 
simply  ask  that  their  rights  acquired  under  existing  law  may  be  pre- 
served to  them.  While  the  people  under  the  fourth  class  did,  as  it 
afterwards  turned  out,  violate  the  law  in  that  they  made  location 
upon  land  which  was  not  open  to  entry,  and  perhaps  they  are  also 
subject  to  the  disadvantage  that  the  matter  was  fought  out  to  the 
Supreme  Court,  and  the}'  have  lost,  and  they  do  not  occupy,  perhaps, 
as  favorable  a  position  as  the  persons  who  have  not  fought  the  Gk)v- 
emment  and  who  simply  wish  a  fair  compromise  and  settlement  of 
existing  difficulties  or  existing  differences  of  opinion  as  to  what  con- 
stitutes discovery  growing  out  of  this  placer  law  which  we  all  admit 
does  not  fit. 

Mr.  Kaker.  The  Supreme  Court  never  touched  the  case  suggested 
in  the  third  class. 

Mr.  Downing.  No. 

Mr.  Saker.  In  other  words,  the  Supreme  Court  never  touched  the 
case  of  the  man  who  went  upon  the  ground  and  had  his  claim  marked 
and  recorded  and  was  working  it? 

Mr.  Downing.  That  is  what  I  say.  We  have  there  a  difference  of 
opinion  growing  out  of  different  interpretations  of  existing  law.  It  is 
a  bona  fide  dispute,  and  those  people  are  entitled  not  only  to  their 
equities,  if  there  are  any,  and  the  right  to  have  their  rights  preserved, 
but  it  is  also  policy  for  the  Government,  rather  than  to  force  these 
matters  to  a  determination  by  litigation  which  may  take  years  and 
years,  to  make  a  fair  settlement  with  those  people  and  allow  them  to 
spend  their  money  in  development  rather  than  in  litigation. 

Mr.  Raker.  But  you  still  think,  irrespective  of  all  that,  and  not- 
withstanding the  amount  of  land  the  man  may  have  filed  upon,  it 
would  not  be  but  fair  and  right  that  the  Government  should  not  give 
him  more  than  2,560  acres  as  a  limit? 

Mr.  Downing.  No;  I  think  the  right  thing  is  to  preserve  his  rights, 
whatever  they  may  be.  If  the  existing  law  allowed  him  to  enter  upon 
10,000  acres,  I  do  not  think  Congress,  simply  because  it  is  mightj'  and 
powerful,  has  a  right  to  say,  "You  are  right;  but  we  are  going  to 
cut  you  off  at  2,560  acres  because  we  have  the  power."  That  is  the 
right  of  it.  The  policy  of  it  may  be  that  we  will  be  very  lucky  to 
get  2,560  acres. 

Mr.  Lenroot.  Mr.  Downing,  Judge  Raker  has  asked  you  some 
questions  with  reference  to  the  first  part  of  section  17.  Yesterday 
you  stated  you  did  not  ask  for  anv  change  in  existing  law.  I  want 
to  ask  you  now  whether,  under  existing  law,  a  withdrawal,  whether 
by  Executive  order  or  by  legislative  act,  does  not  operate  as  the 
assertion  of  an  adverse  claim  against  the  claimant,  and  that  to  main- 
tain his  claim  he  must  make  the  same  showing  with  reference  to  the 
Government  that  he  would  have  to  make  to  hold  his  claim  if  a 
stranger  entered  and  attempted  to  secure  it? 
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Mr.  Downing.  I  think  that  is  true,  approximately,  Mr.  Lenroot, 
and  yet  I  do  not  know  that  the  question  has  ever  been  passed  upon. 

Mr.  Lenroot.  In  the  cases  that  have  been  decided  that  has  been 
the  effect  of  them,  because  in  each  case  the  question  has  been  whether 
at  the  time  of  the  withdrawal  they  were  exercising  due  diligence  to 
seek  discovery. 

Mr.  Downing.  Yes;  and  yet  those  cases  have  all  arisen  under  the 
Pickett  law,  and  under  the  construction  of  the  Pickett  law  rather 
than  under  the  construction  of  existing  law. 
Mr.  Lenroot.  Not  in  the  Consolidated  Mutual  Oil  case. 
Mr.  Downing.  That  was  under  the  Taft  Executive  order,  which 
is  very  much,  in  meaning,  the  same  as  the  Pickett  Act. 
Mr.  Lenroot.  I  think  it  is  exactly  the  same,  if  I  may  say  so. 
Mr.  Downing.  But  in  either  event  it  is  a  question  of  construction 
of  either  the  Executive  order  or  the  Pickett  Act,  because  that  is  the 
question  which  arose  in  the  North  American  case. 
Mr.  Lenroot.  Not  upon  the  point  I  now  direct  your  attention  to. 
Mr.  Downing.  That  is  the  way  I  understood  it. 
Mr.  Lenroot.  It  was  a  construction  of  the  question  of  whether  in 
the  case  of  a  withdrawal  order  the  exception  protected  claimants 
prior  to  discovery  who  were  in  the  exercise  of  due  diligence.     In 
other  words,  did  not  the  Government  contend  that  under  the  excep- 
tion of  the  Taft  withdrawal  discovery  was  necessary  in  order  to  get 
the  protection  of  the  exception? 

Mr.  Downing.  The  Government  contended  that,  and  the  Court 
of  Appeals  of  the  Ninth  Circuit  held  the  other  way. 

Mr.  Lenroot.  Yes;  so  that  the  Court  of  Appeals  then  necessarily 
did  hold  that  the  withdrawal  operated  as  an  adverse  claim,  but  saving 
to  the  claimant  all  the  right  that  he  had  and  exactly  in  the  same  de- 
gree as  if  a  claim  had  been  made  by  a  stranger. 

Mr.  Downing.  My  answer  to  that  would  be  the  same  as  my  first 
one;  I  think  that  is  approximately  true. 

Mr.  Lenroot.  So  that  when  you  ask  for  the  first  part  of  section  17 
you  are  asking  for  a  change  in  existing  law  ? 
Mr.  Downing.  May  I  explain  myself  on  that? 
Mr.  Lenboot.  Certainly. 

Mr.  Downing.  Under  existing  law,  assuming  a  num  has  located 
six  placer  locations  and  he  has  not  made  a  discovery  on  any,  but 
he  is  proceeding  along  with  the  development  work  and  putting  down 
a  well  on  one,  under  existing  law  he  would  be  protected  in  the  pos- 
session of  the  six,  because  that  one  well  would  tend  to  the.  develop- 
ment of  all. 

Mr.  Lenroot.  That  would  be  a  question  of  fact.  It  might  or 
might  not. 

Mr.  Downing.  Yes;  but  I  am  assuming  it  would  be.  He  has  not 
started  a  well  on  the  other  five  and  has  not  done  anything  on  the 
others,  except  as  in  the  case  of  245  Federal,  but  under  existing  law 
he  would  have  the  right  to  hold  the  960  acres  without  doing  anything 
more  possibly  than  putting  derricks  or  small  improvements  on  the 
other  locations  and  drilling  on  one.  Now,  what  we  ask  is  that  that 
existing  law  may  be  continued  and  that  He  may  hold  the  six  claims 
^ith  the  work  goin^  ahead  on  one,  exactly  as  it  was  held  in  the 
Consolidated  Mutual  Oil  case;  but  if  you  passed  the  act  without 
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section  17,  as  a  matter  of  fact  he  would  have  nothing  or  at  most  he 
would  only  have  the  well  on  which  he  was  actually  drilling. 

Mr.  Lenroot.  Why  would  not  the  saving  clause  in  the  House  bill 
protect  him  ? 

Mr.  Downing.  The  saving  clause  in  the  House  bill  says  that  only 
valid  claims  shall  be  protected.  And  under  departmental  ruling  a 
location  isn't  valid  during  the  development  period,  the  only  period 
when  protection  is  needed. 

Mr.  LiENROoT.  Is  not  that  the  same  language  as  the  exception  in  the 
Taft  withdrawal  which  the  courts  have  held  did  protect  him? 

Mr.  DowKiNG.  Protected  him  to  some  extent;  and  really  all  we 
ask,  Mr.  Lenroot,  is  that  the  decision  in  245  Federal  be  expressly, 
you  might  say,  put  into  law. 

Mr.  Lenroot.  Do  you  mean  the  Judge  Riner  decision? 

Mr.  Downing.  No;  the  decision  in  the  case  of  the  Consolidated 
Mutual  Oil  Co. ;  that  that  case  be  recognized  in  the  law,  which  is  a 
part  of  the  existing  law,  rather  than  that  there  should  be  any  change 
at  the  same  time  as  to  existing  law. 

Mr.  Lenroot.  Then  I  take  it  you  would  be  entirely  satisfied  to  have 
section  17  of  the  Senate  bill  so  amended  as  to  state  the  law  as  held 
by  the  Court  of  Appeals  in  the  Consolidated  Mutual  case;  is  that 
correct? 

Mr.  Downing.  I  think  that  is  exactly  what  section  17  does  in  effect, 
but  I  do  not  like  to  depend  entirely  upon  a  decision  which  is  not  a 
decision  of  the  United  States  Supreme  Court. 

Mr.  Lenroot.  It  becomes  the  law  if  we  put  it  in  the  act. 

Mr.  Downing.  If  you  would  amend  section  31  of  the  House  bill 
and  instead  of  saying  "  valid  claims  existent  at  date  of  the  passage 
of  this  act"  say  '* claims  valid,  except  for  discovery  existent  at  the 
date  of  the  passage  of  this  act  or  at  the  time  of  any  withdrawal, 
and  therefore  maintained  in  compliance  with  the  laws  under  which 
initiated,  which  claims  may  be  perfected  and  discoveries  made  under 
such  law,"  I  think  you  would  have  an  ideal  saving  clause. 

Mr.  Lenroot.  But  it  would  not  follow  the  decision  in  the  Consoli- 
dated Mutual  case. 

Mr.  Downing.  I  think  it  would. 

Mr.  Lenroot.  Let  us  see  if  it  would.  Suppose  at  the  time  of  the 
passage  of  this  act,  which  in  itself  would  constitute  a  withdrawal— 
which  I  believe  we  all  agree  about — except  for  the  saving  clause, 
there  had  been  no  work  done  upon  the  claim,  we  will  say,  for  three 
months  at  the  time  of  the  passage  of  this  act,  under  your  proposed 
saving  clause,  the  right  of  the  claimant  would  be  protected.  Under 
the  Consolidated  Mutual  case,  he  certainly  would  have  no  right. 

Mr.  Downing.  That  would  depend  just  exactly  upon  what  the 
Consolidated  Mutual  case  means.  I  think  we  would,  and  may  I 
simply  call  attention  to  one  or  two  sentences  in  that  decision  so  I  can 
make  my  point  clear? 

Mr.  LENROOT.  I  would  like  to  frame  my  question  so  that  it  would 
state  clearly  just  what  I  have  in  mind.  Suppose  for  a  period  of 
three  months  prior  to  the  passage  of  this  act  there  had  been  an  abso- 
lute cessation  of  work  upon  a  given  claim  and  merely  the  holding  of 
possession,  under  your  saving  clause,  that  claimant  would  be  pro- 
tected? 

Mr.  Downing.  I  think  he  would. 
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Mr.  Lenroot.  But  you  do  not  think,  under  the  decision  in  the 
Consolidated  Mutual  case,  he  would  be  protected  ? 

Mr.  Downing.  I  do  not  know  whether  he  would  or  not.  The 
trouble  with  a  decision  is  that  it  hits  just  the  one  point  in  dispute 
and  is  not  universal  or  general.  Now,  I  can  tell  you  what  that  case 
means  as  applied  to  one  particular  state  of  facts,  but  I  can  not  tell 
vou  what  it  means  when  applied  to  other  facts  somewhat  similar 
but  slightly  different,  and  that  is  why  I  can  not  say  whether  the 
Consolidated  Mutual  Oil  Co.  case  does  cover  the  situation. 

Mr.  Lenroot.  That  is  not  because  of  any  ambiguity  or  uncertainty 
in  the  interpretation  of  the  law,  but  is  in  the  application  of  the  facts 
to  the  law. 

Mr.  Downing.  I  think  that  is  true.  I  would  like  for  the  com- 
mittee to  have  the  benefit  of  this  case  in  245  Federal,  521.  In  that 
case,  as  I  remember  it,  the  man  was  drilling  at  the  time  of  the  with- 
drawal order  upon  one  of  four  locations.  He  was  not  doing  any 
work  whatsoever  on  the  other  three.  I  think  on  one  he  had  put  a 
stable  yard,  and  on  another  possibly  a  bunk  house. 

Mr.  Lenroot.  You  are  referring  now  to  the  Consolidated  Mutual 
case? 

Mr.  Downing.  Yes;  and  possibly  on  another  a  derrick,  but  at 
any  rate  he  was  working  only  one  of  the  group  of  four,  and  the  court 
says  very  clearly  that  the  lessee  had  intended  and  had  directed  the 
successive  sinking  of  other  wells  as  soon  as  oil  should  be  struck  in 
the  first  one.  In  other  words,  the  man  on  the  ground  was  not  seek* 
ing  to  put  down  four  wells  at  once  to  hold  four  locations,  but  was 
(lomg  the  sensible,  businesslike  thing  of  drilling  one  well,  expecting 
to  drill  the  others  if  the  first  one  became  productive,  and  that  is  the 
point  in  the  decision,  and  the  court  held  that  that  principle  of  suc- 
cessive development  applied  in  that  case. 
Mr.  Lenroot.  You  do  not  mean  you  have  stated  all  the  facts  ? 
Mr.  Downing.  Oh,  no. 

Mr.  Lenroot.  Because,  as  a  matter  of  fact,  there  was  a  derrick 
upon  the  other  locations,  was  there  not? 

Mr.  Downing.  There  was  a  derrick  upon  one  or  more,  I  do  not 
recall. 

Mr.  Lenroot.  And  the  court  held  not  that  drilling  upon  one  loca- 
tion tended  to  establish  the  fact  there  was  oil  upon  another,  but  that 
the  development  work  as  a  whole  showed  clearly  that  the  develop- 
ment work  was  not  for  the  benefit  of  one  location  alone,  but  was  for 
the  benefit  of  all  of  them  ? 

Mr.  Downing.  Yes;  and  I  think  that  ought  to  be  the  limitation. 
I  do  not  think  I  ought  to  be  permitted  to  hold  a  claim  in  Casper 
hy  drilling  for  oil  in  Salt  Creek,  but  I  do  think  if  I  have  a  group  of 
four  or  five  claims  sufficient  to  justify  me  in  drilling  a  wildcat  well, 
1  think  you  ought  not  to  pass  an  act  which  would  give  me  only  160 
acres  and  deny  me  any  relief  as  to  the  other  four  claims  because  I 
started  the  work  under  existing  law  which  would  give  me  five,  and 
it  is  not  right  to  cut  me  off  and  take  away  four  out  of  the  five. 

Mr.  Lenroot.  I  do  not  care  to  argue  the  point  with  you,  but  it 
would  not  give  you  the  five  unless  the  work  wnich  you  performed  in 
the  act  of  drilling  the  one  showed  that  what  you  had  done  was  not 
confined  to  a  single  location ;  is  not  that  true  ? 
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Mr.  Downing.  Yes. 

Mr.  Elston.  Mr.  Lenroct,  do  you  contend  that  section  17  as  writ- 
ten carries  more  than  the  saving  clause  that  was  read  by  Mr.  Down- 
ing yesterday  in  the  Federal  mining  law? 

!Alr.  Lenroot.  I  have  not  examined  that  saving  clause,  and  I 
would  not  like  to  express  an  opinion. 

Mr.  Elston.  I  was  just  wondering  whether  Mr.  Downing  would 
be  willing  to  substitute  that  phraseology  for  section  17. 

Mr.  Downing.  My  principal  objection  would  be  that  it  would  still 
leave  us  up  in  the  air  on  the  question  of  discovery. 

Mr.  Elston.  In  that  particular  section  17  does  change  the  law, 
but  the  question  of  discovery  would  be  a  matter  of  law  under  existing 
decisions  and  statutes.  If  you  state  here  what  constitutes  a  discovery 
you  are  changing  existing  law,  but  under  the  clause  attached  to  the 
mining  law  you  would  leave  the  whole  matter  of  discovery  to  be  de- 
cided according  to  existing  law  or  according  to  what  the  statutes  or 
decisions  might  say. 

Mr.  Downing.  As  I  understand  section  17,  it  does  not  change  the 
law  about  discovery.  That  simply  says  that  the  new  law  does  not 
apply  in  case  you  are  continuing  a  certain  amount  of  work  on  or  for 
the  benefit  of  existing  locations.  I  do  not  understand  that  that 
changes  the  existing  law  in  the  slightest. 

Mr.  Elston.  I  have  not  a  very  good  idea  of  the  amendment,  but  my 
idea  of  your  argument  is  that  section  17  really  does  this — ^that  this 
withdrawal,  which  operates  from  the  passage  of  the  act,  might  catch 
a  man  in  the  course  of  work  which  is  legal  and  in  an  occupancy  which 
he  is  protected  in,  and  while  he  is  following  a  course  which,  if  con- 
tinued in,  would  result  in  legal  rights  which  could  not  be  assailed 
by  anybody,  and  you  want  to  see  him  continued  in  that  situation 
without  giving  him  any  further  rights  and  without  taking  any  right 
away  from,  but  leaving  him  there  as  he  is,  on  the  theory,  I  suppo>e, 
chat  he  has  some  valid  rights  as  against  third  persons,  even  if  not 
against  the  Government,  right  now,  and  you  want  him  kept  in  that 
situation  without  adding  to  or  taking  from  him? 

Mr.  Downing.  That  is  it  exactly. 

Mr.  Elston.  Then  why  can't  you  express  that  in  a  few  words? 

Mr.  Downing.  I  do  express  it  in  a  very  small  amendment. 

Mr.  Elston.  Here  is  the  substantive  matter  in  section  17,  and  you 
say  that  those  rights  shall  not  be  affected — ^that  is,  that  the  rights  of 
a  person  in  certain  situations  shall  not  be  affected.  You  say  chanpp 
it  so  that  the  work  may  be  done  on  such  locations  successively,  but  you 
are  trying  to  argue  that  the  work  under  existing  law  may  be  done 
successively.  Now,  why  do  you  want  that  wording,  "  which  may  be 
done  successively  "  ? 

Mr.  Downing.  Simply  for  the  purposes  of  clearing  it  up,  and  1^- 
cause  we  have  been  hampered  in  the  West  by  departmental  activities 
urging  constructions  which,  in  some  cases,  the  courts  have  not  con- 
curred in,  but  nevertheless  those  departmental  activities  have  resulted 
in  tremendous  wrong  to  certain  people.  I  do  not  mean  to  criticize 
that,  because  that  may  be  their  business,  but  we  would  like  to  have 
the  thing  made  clear  so  that  there  can  be  no  question  about  it,  that  a  ; 
man  is  not  required  under  the  first  half  of  section  17  to  drill  one  well 
in  order  to  hold  each  160  acres.    He  may  drill  one  well  and  thereby 
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hold  a  greater  number  of  locations  if  that  work  has  a  tendency  to 
develop  oil 

Mr.  Lekroot  (interposing).  You  contend  that  under  the  exist- 
ing law  a  claimant  might  drill  a  series  of  wells  successively,  the  drill- 
ing of  one  having  no  connection  with  the  dicovery  of  oil  in  another 
one? 

Mr.  DowKiNG.  No,  sir. 

Mr.  Lenroot.  Under  section  17  that  would  be  permitted. 

Mr.  Downing.  Yes,  sir. 

Mr.  Lenroot.  And  even  under  your  theory,  that  is  too  much 

Mr.  Downing  (interposing).  I  think  that  is  the  reason  the  Depart- 
ment of  Justice  suggested  a  change  in  regard  to  that  clause.  That  is 
the  part  I  did  not  draw.  I  would  not  have  left  any  ambiguities  there. 
I  think  that  a  court,  in  construing  it,  would  construe  it  the  right  way 
instead  of  the  wrong  way,  but  I  would  not  object  to  an  amendment 
clarifying  it  or  an  amendment  that  would  render  it  a  clear  law  rather 
than  a  law  full  of  ambiguities. 

Mr.  Elston.  So  what  you  suggest  is  that  their  rights  shall  not  be 
affected  further  than  that  there  shall  be  certain  clarifying  provisions 
made,  making  clear  certain  rights  that  are  secured  to  them  under 
existing  law  ? 

Mr.  Downing.  I  do  not  think  that  that  last  sentence  has  the  slight- 
est additional  meaning,  and  I  am  perfectly  willing  to  have  it  go  out. 

Mr.  Lenroot.  As  I  understand  it,  this  is  the  situation :  Construing 
the  law  as  you  think  it  ought  to  be  construed,  you  do  not  ask  for  any 
change  of  the  existing  law ;  but  if  the  committee  does  not  agree  with 
you  on  that,  you  ask  the  committee  to  change  the  existing  law  by 
declaring  it  to  be  what  you  think  it  ought  to  be? 

Mr.  Downing.  The  clarification  I  ask  is  the  clarification  declared 
by  the  Court  of  Appeals  for  the  Ninth  Circuit,  which  is  the  highest 
court  that  has  passed  on  this  question  at  this  time.  I  ask,  then.  Am 
I  right  or  am  I  wrong;  is  it  fair  to  a  claimant  who  has  located  five 
claims  and  is  attempting  to  hold  them  under  existing  law,  and  who, 
in  all  human  probability,  will  be  successful  in  that  effort,  to  chop 
him  off  and  take  four  out  of  the  five  claims  away  from  him?  It  is 
not  a  question  of  whether  they  have  followed  the  existing  laws  so 
much  as  it  is  a  question  of  justice. 

Mr.  Lenhoot.  Let  me  ask  you  this:  Would  you  be  satisfied  if  the 
committee  amended  section  i7  so  as  to  conform  to  the  conmiittee's 
view  of  the  law  as  declared  in  the  Consolidated  Mutual  case? 

Mr.  Downing.  I  would  have  to  know  the  committee's  view  on  that 
point  first.  In  some  respects  I  have  not  been  able  to  agi'ee  with  the 
committee  heretofore,  and  possibly  I  might  not  agree  with  them  in 
their  interpretation  of  that  decision. 

Mr.  Tayior  (acting  chairman).  Just  reducing  this  thinj?  clown  a 
little  more  definitely,  Mr.  Downing,  please  tell  the  committee  con- 
cretely and  as  a  sort  of  summary  of  your  statement,  what  you  think  of 
this  substitute  which  is  published  here,  or  which  is  offered  as  a  sub- 
stitute, to  be  taken  in  lieu  of  sections  16  and  17.  If  that  substitute  is 
piit  in  the  bill,  what  would  be  the  effect  on  the  oil  development  in  the 
West?  If  all  of  that  other  language  were  stricken  out  and  this  sub- 
stitute written  in  there,  now,  what  would  be  the  effect  of  that  substi- 
tute upon  oil  development  in  Colorado  and  Wyoming? 
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Mr.  Downing.  The  Owen  amendment,  which  is  submitted  as  a 
substitute  for  sections  16  and  17,  so  far  as  section  17  is  concerned— 
that  amendment  has  no  possible  relation  to  any  of  the  matters  affected 
by  section  17.  It  concerns  an  entirely  different  subject  matter. 
Under  the  departmental  substitute,  the  man  on  the  ground  now— 
and  there  are  100,000  of  them,  counting  the  investors — would  not  get 
a  thing,  and  their  rights  would  be  destroyed,  and  even  as  to  pei^ns 
on  lands  afterwards  withdrawn,  in  order  to  get  any  relief  under  the 
suggested  departmental  amendment,  they  must  show  that  they  en- 
tered prior  to  July  3,  1910,  when,  as  a  matter  of  fact,  withdrawals 
were  made  as  late  as  July,  1917.  All  of  that  class  of  people  would 
have  no  relief  and  no  benefit  whatsoever  from  the  departmental 
substitute.  So  I  contend  that  the  departmental  substitute,  so  far  as 
section  17  is  concerned,  has  not  the  slightest  application  to  the  people 
that  I  plead  for  yesterday. 

So  far  as  the  people  under  section  16  are  concerned,  this  proposed 
substitute  does  assume  to  cover  the  same  matter,  but  I  submit  that 
it  is  the  granting  of  relief  in  a  rather  pitiable  degree. 

Mr.  Taylor.  Suppose  the  House  should  adopt  the  Senate  bill  in 
its  present  form,  how  many  people  would  it  apply  to  in  the  States 
of  Colorado  and  Wyoming?  How  many  people  would  be  directly 
affected  by  it? 

Mr.  Downing.  I  would  say  that  there  are  at  least  100,000  people, 
and  I  have  been  criticized  somewhat  by  my  associates  for  the  con- 
servatism of  my  figures — ^but  I  would  say  that  there  are  at  lea^t 
100,000  people  whose  future  livelihood,  in  a  greater  or  less  degree, 
depends  upon  you  gentlemen  doing  the  fair  thing  under  section  17. 
I  refer  not  only  to  the  actual  drillers,  but  I  refer  to  the  thousands 
of  men,  women,  and  children  all  over  this  country  who  have  in- 
vested in  oil  stocks  of  companies  operating  in  the  States  of  Wyoming, 
Colorado,  and  Montana.  The  amount  of  money  invested,  I  would 
say,  was  probably  $10,000,000  last  year,  and  maybe  a  lot  more,  and 
that  money  has  been  invested  on  the  faith  of  the  existing  law  on 
those  locations  which  are  valid  under  existing  law,  so  far  as  they 
have  gone. 

Mr.  Taylor.  And  that  was  done  in  absolute  good  faith? 

Mr.  Downing.  In  good  faith,  and  unless  you  do  put  in  a  saving 
clause  for  those  people  you  confiscate  and  destroy  all  that  money, 
and  you  cripple  and  destroy  an  industry  that  is  just  as  important 
as  any  other  industry  in  the  conduct  of  the  war,  and  far  more  im- 
portant than  many  others  are. 

Mr.  Taylor.  What  would  be  the  effect  if  we  passed  no  bill  at  all? 
We  have  been  working  on  this  matter  for  years  and  years,  and  ^e 
have  been  nearer  to  passing  a  law  before  than  we  are  right  at  this 
minute.  Now,  suppose  the  House  and  Senate  fail  to  agree  and  pass 
nothing  at  this  session  of  Congress,  what  would  bo  the  effect  upon 
the  oil  industry  and  upon  those  investments? 

Mr.  Downing.  You  have  already  chilled  the  development  of  the 
oil  fields  in  Wyoming  by  the  threat  of  possible  action  on  this  bill, 
and  now  that  you  have  started  to  work  on  it  to  pass  it,  we  hope  that 
you  will  finish  it  and  put  it  through.  A  lot  of  i)eople  throughout  the 
West  have  been  waitmg  for  many  years  on  this  in  order  that  they 
may  know  what  their  rights  are. 
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Mr.  Taylor.  What  would  be  the  effect  if  for  any  reasons  no  legis- 
lation can  be  agreed  upon  and  we  do  nothing  at  all? 

Mr.  Downing.  I  think  it  would  be  very  bad. 

Mr.  Taylor.  Who  would  be  hurt  most  ? 

Mr.  Downing.  The  little  fellows. 

Mr.  Taylor.  The  Standard  Oil  Co.  and  its  subsidiaries,  and  the 
Dutch  Shell,  and  the  other  big  companies,  can  stand  a  diminished 
supply  of  oil  much  better  than  the  little  fellows  and  the  country 
generally,  can  they  not? 

Mr.  EKownino.  Yes,  sir. 

Mr.  Taylor.  No  matter  who  prevents  it  or  what  the  cause  is,  if 
no  legislation  is  perfected  it  inures  to  the  benefit  of  the  big  con- 
cerns ? 

Mr.  Downing.  I  think  it  does. 

Mr.  Taylor.  Now,  there  is  another  thing:  Just  point  out  specifi- 
cally, if  you  will,  in  view  of  the  fact  that  mining  associations  have 
held  conferences  and  adopted  resolutions,  and  that  the  American 
Mining  Congress  and  various  other  organizations  have  passed  upon 
this  matter  and  sent  in  a  lot  of  resolutions — just  point  out  as  con- 
cisely and  succinctly  as  you  can  the  amendments  that  you  think  ought 
to  go  into  the  House  bill,  because  we  are  considering  the  House  bill. 

Mr.  Downing.  I  had  not  intended  to  do  that,  but  last  night  I  did 
sketch  a  little  memorandum 

Mr.  Taylor  (interposing).  I  would  like  to  have  you  show  just 
what  ought  to  go  in  and  what  ought  to  be  left  out. 

Mr.  lS)WNiN0.  Well,  I  reserve  the  right  to  modify  these  sugges- 
tions later.  I  only  want  to  present  them  to  you  as  the  simplest  amend- 
ments that  I  could  suggest. 

Mr.  Taylor.  Just  read  into  the  record  what  amendments  you  think 
ought  to  go  into  the  bill,  and  indicate  the  place  where  the  matter 
^ould  ^o  in,  using  that  parallel-column  bill. 

Mr.  I)owNiNG.  On  page  14,  in  line  23  of  the  Senate  bill,  I  would 
rtrike  out  the  word  "  a  "  and  in  the  next  line  I  would  make  the  word 
'•location"  plural,  making  it  "locations."  That  is  page  14  of  the 
Senate  bill,  lines  23  and  24.  I  would  strike  out  the  word  "a,"  in 
line  23,  and  in  line  24  I  would  make  the  word  "location"  plural, 
making  it  "  Iccations."  That  word  is  plural  all  through  there,  and 
if  you  make  it  singular  here,  I  think  it  might  be  susceptible  of  a  very 
disastrous  interpretation.  That  amendment  I  suggest  is  largely 
clerical.  Also,  on  the  same  page,  14,  in  lines  19,  20,  and  21, 1  would 
strike  out  the  words  "  1st  day  of  January,  1918,"  and  make  it  read 
"  who  is  now."  This  bill  may  pass  months  hence,  and  if  you  put  it 
''who  is  at  the  time  of  the  passage  of  the  act  a  bona  fide  occupant," 
yon  do  not  have  to  amend  it  every  time  it  comes  up  for  consideration. 

Mr.  Taylor.  If  it  were  in  conference  for  five  or  six  months,  we 
^oiild  have  to  have  the  date  changed  too  often. 

Miss  Rankin.  Somebody  suggested  that  that  ought  to  be  "  1914." 
»Vhat  is  your  idea  about  that? 

Mr.  Downing.  That  would  destroy  it,  because  most  of  the  locations 
have  been  made  since  then. 

Mr.  Taylor.  You  may  proceed. 

Mr.  Downing.  Now,  on  page  15,  lines  3  and  4, 1  want  to  suggest  an 
amendment  which  I  think  meets  the  criticism  of  the  Attorney  Gen- 
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eral.  I  suggest  that  you  strike  out  the  words  "leading  to  the  dis- 
covery of  oil  or  gas,  which  work  may  be  done  on  said  locations  suc- 
cessively," and  in  lieu  thereof  insert  "  on  or  for  the  benefit  of  said 
locations,"  so  that  it  wall  read  "  and  who  shall  thereafter  continue  in 
the  prosecution  of  work  without  unreasonable  delay  on  or  for  the 
benefit  of  said  locations."  I  urge  that  because  that  is  exactly  the 
language  of  the  five-claims  act.  and  makes  it  conform  to  existing 
law,  and  I  hope  it  meets  the  objection  of  the  Attorney  General. 

Mr.  Taylor.  What  is  the  next  one  ? 

Mr.  Downing.  On  the  same  page,  15,  in  lines  17  and  18,  I  would 
strike  out  the  words  "  if  the  claim  was  initiated  within  les3  than  fiv^e 
years  prior  to  the  withdrawals."  I  suggest  that,  because  I  think 
that  introduces  an  arbitrary  element  which  might  work  very  un- 
justly on  deserving  people. 

Mr.  Taylor.  You  think  that  some  of  them  that  might  have  been 
located  six  years  might  be  just  as  valid  as  those  located  for  five  or 
four  or  three  j^ears? 

Mr.  Downing.  Yes,  sir. 

Mr.  Taylor.  Would  you  let  it  run  back  to  40  years  ? 

Mr.  Downing.  Well,  Mr.  Schwartz,  I  believe,  gave  you  a  history 
of  the  early  locations  there.  I  have  no  interest  in  them,  and  am  not 
concerned  with  those  locations,  but  I  think  it  is  only  fair,  if  they  can 
show  that  they  are  bona  fide,  valid  claims,  except  as  to  the  discovery 
of  oil 

Mr.  Tatlor  (interposing) .  Ought  they  not  to  show  some  continuity 
of  work? 

Mr.  Downing.  I  think  that  is  covered  in  the  words  "bona  fide." 
I  think  that  is  all  embraced  in  this  language  without  putting  in  a 
time  limitation. 

The  Chairman.  It  seems  to  me  rather  unfortunate  that  these 
amendments  should  be  suggested  to  the  Senate  bill.  We  are  to  per- 
fect the  House  bill  and  substitute  it  for  the  Senate  bill. 

Mr.  Taylor.  We  are  reallv  considering  the  House  bill. 

The  Chairman.  It  woulcf  be  of  greater  value  to  the  committee  if 
the  amendments  should  be  offered  to  the  House  bill.  You  would 
have  greater  assurance  of  having  the  amendments  receive  considera- 
tion it  they  are  made  to  the  House  bill,  because  that  is  the  bill  we  are 
considering. 

Mr.  Downing.  I  am  entirely  willing,  but  it  seems  to  me  that  where 
the  measure  goes  to  the  Senate  it  would  be  much  easier  to  pass  that 
than  to  pass  something  entirely  different,  and  then  pass  it  in  the 
Senate,  and  run  on  the  rocks  in  conference. 

The  Chairman.  We  have  adopted  a  different  course,  or  otherwise 
your  suggestion  mi^ht  probably  be  true.  We  are  really  perfecting 
the  House  bill,  and  if  your  amendments  were  directed  to  the  perfect- 
ing of  the  House  bill  it  would  be  much  easier  for  us  to  consider  your 
amendments. 

Mr.  Taylor.  Perhaps  he  desires  to  perfect  section  17  of  the  Senate* 
bill  and  offer  it  as  an  amendment  to  the  House  bill. 

The  Chairman.  We  are  considering  the  House  bill,  and  you  are 
offering  amendments  to  a  bill  that  we  are  not  considering. 

Mr.  Taylor.  Tlie  theory  of  the  chairman  is  that  you  want  to  for- 
get this  Senate  bill  entirely  because  we  arc  now  considering  amend- 
ments to  the  House  bill,  and  if  there  is  any  language  in  the  Senate 
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bill  that  it  would  be  appropriate  to  use,  then  you  should  transpose 
it  into  some  suitable  place  in  the  House  bill. 

Mr.  Downing.  There  are  a  number  of  people  here  who  come  from 
entirely  different  sources,  but  who  are  more  or  less  interested  in 
the  same  thing,  and  I  hope  very  soon  that  we  will  be  able  to  get 
together,  instead  of  having  one  arguing  for  one  amendment  and  an- 
other man  arguing  for  another  amendment,  when  both  of  them  mean 
Eractically  the  same  thing,  or  where  there  is  but  little  difference.  I 
ope  that  we  will  be  able  to  get  together  and  express  it  concretely  in 
amendments,  as  the  chairman  has  suggested,  to  the  House  bill. 

Mr.  Taylor.  When  will  you  be  able  to  do  that  ? 

Mr.  Downing.  As  soon  as  we  can  get  together. 

The  Chaibman.  I  have  told  everyone  who  has  talked  to  me  per- 
sonally about  the  matter  to  do  that. 

Mr.  Taylor.  If  there  are  any  further  amendments,  it  would  be 
better  if  you  would  comply  with  the  chairman's  suggestion.  Have 
you  any  other  amendments  to  suggest? 

Mr.  Downing.  On  page  15^  line  20,  I  would  strike  out  the  words 
*'and  essential,"  so  the  provision  would  be  that  the  claimant  had  per- 
formed a  reasonable  amount  of  work  preparatory  to  the  sinking  of 
a  well  or  wells.  The  only  reason  I  suggest  that  is  this :  In  nearly 
every  case  the  first  work  is  geological,  and  when  you  sav  "  work  pre- 
paratory and  essential  to  the  sinking  of  a  well  or  wells,"  it  might  ex- 
clude geological  work,  and  give  a  saving  clause  for  the  benefit  of  one 
claimant  as  against  another.  If  you  say  "  preparatory  to  the  sinking 
of  a  well  or  wells,"  that  would  include  everything. 

Mr.  Lenroot.  What  do  you  mean  by  geological  work? 

Mr.  Downing.  Geological  work  means  this,  that  in  the  oil  fields 
the  oil  collects  in  structures  or  domes.  Those  structures  can  be 
<luite  accurately  determined  by  surface  geological  work.  Sometimes 
that  work  may  be  done  rather  easily,  and  sometimes  it  involves  an 
expense  of  thousands  of  dollars.  At  the  present  day  any  person  in- 
vesting any  sum  of  money  in  this  business  considers  as  the  first  thing 
the  geological  work  in  order  to  determine  whether  the  land  is 
probably  oil  land. 

Mr.  Taylor.  You  think  that  while  that  is  a  legitimate  expenditure 
it  is  not  technicallv  one  that  is  essential  ? 

Mr.  Downing.  Yes,  sir. 

Mr.  Taylor.  The  lands  receive  the  benefit  of  it  ? 

Mr.  Downing.  Yes,  sir. 

Mr.  Taylor.  What  is  the  next  amendment  ? 

Mr.  Downing.  In  line  21,  after  the  word  "desisted,"  insert  the 
Words  "  in  whole  or  in  part,"  so  that  the  clause  would  read,  "  who 
hecause  of  such  order  desisted  in  whole  or  in  part  from  the  prosecu- 
tion of  work,"  etc.  The  reason  I  put  that  language  in  there  is  this : 
According  to  the  language  as  written,  if  a  man  after  withdrawal 
kept  up  the  assessment  work  he  could  not  get  the  benefit  of  that 
section,  because  he  had  not  desisted  entirely  from  the.  development 
^f  the  claim.  Now,  it  has  been  the  universal  practice  that  those 
people  who  had  locations  in  withdrawals  have  felt  that  they  were 
showing  their  good  faith  by  keeping  up  the  assessment  work. 

^Ir.  Taylor.  They  felt  that  they  should  keep  up  the  assessment 
Work? 
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Mr.  Downing.  Yes,  sir;  they  have  felt  that  they  ought  to  keep  up 
their  assessment  work,  and  it  has  been  done  on  that  theory ;  and  now  to 
penalize  them  for  doing  what  they  thought  they  ought  to  do,  would! 
not  be  fair.  It  does  give  a  benefit  to  the  man  who  intended  to  respect 
the  withdrawal,  but  it  should  not  deny  him  all  right  because  he  has 
done  $100 

Mr.  Taylor  (interposing).  You  do  not  think  that  they  should  be 
penalized  because  they  were  trying  to  obey  the  law  ? 

Mr.  Downing.  Yes,  sir;  and  to  show  their  good  faith. 

Mr.  Taylor.  Is  there  any  other  amendment? 

Mr.  Downing.  I  think  that  is  possibly  all,  except  an  amendment 
that  has  been  asked  on  page  15,  lines  10  and  11,  where  the  limit  i^ 
a  ^neral  limitation  of  2,560  acres. 

The  Chairman.  What  page  is  it  on? 

Mr.  Downing.  Page  15,  lines  10  and  11. 

Mr.  Taylor.  That  is  on  the  acreage  proposition  ? 

Mr.  Downing.  Yes,  sir. 

Mr.  Taylor.  What  have  you  to  say  about  that  ? 

Mr.  Downing.  I  think  that  acreage  ought  to  be  confined  to  a 
square  of,  say,  25  miles,  and  not  give  a  man  more  than  2,560  acres  in 
one  place. 

Mr.  Taylor.  What  do  you  think  about  this  proposition,  and  I  am 
not  submitting  it  as  a  suggestion  that  comes  from  me,  or  even  asl 
something  that  is  possible,  but  I  would  like  to  get  your  judgment 
upon  it :  Suppose,  instead  of  taking  2,560  acres,  these  men  were  given 
four  permits,  we  will  say,  of  640  acres  each,  with  the  provision  that 
if  they  struck  oil  in  anv  one  of  them  they  would  be  allowed  that  one 
under  a  preference  right,  and  the  other  three  should  be  put  up  to  a 
bidding  contest,  we  will  say,  for  a  lease.  In  other  wonis,  suppose 
you  should  divide  up  this  2,560  acres,  if  we  should  ever  come  to  that 
kind  of  proposition,  and  give  a  man  four  chances  instead  of  one. 
with  the  possibility  of  getting  640  acres  of  good  land,^  and  a  chance 
at  the  other,  rather  than  having  him  to  put  all  of  his  eggs  in  one 
basket,  and  confining  him  to  the  2,560  acres  at  one  place.  Would 
there  be  any  advantage  in  that  kind  of  a  proposition? 

Mr.  Downing.  I  think  it  would  be  not  only  advantage  but  neces- 
sary that  you  give  recognition  to  the  principle,  as  you  have  expres^ 
it,  of  allowing  the  prospector  to  locate  in  such  a  way  as  not  to  require 
him  to  put  all  of  his  eggs  in  one  basket.  I  would  rather  spend  $5,000 
at  five  different  places  in  this  highly  speculative  business,  spending 
$1,000  in  each  place,  than  to  put  even  $2,500  in  one  place. 

Mr.  Taylor.  Don't  you  think  that  principle  should  be  incorporated 
somewhere  in  this  bill — ^that  is,  the  principle  of  giving  a  man,  say, 
four  or  five  chances  at  finding  a  paying  well,  and  if  he  succeeds  in 
any  one  chance,  then  give  him  a  section  of  land,  rather  than  gi^® 
him  2,560  acres  at  once  place,  and  then,  after  giving  him  the  tour 
chances,  by  his  expenditure  Ke  develops  oil  in  paying  quantities, 
give  him  a  chance  or,  at  least,  an  even  break  with  the  newcomer  from 
New  York,  in  getting  the  rest  of  the  2,560  acres,  or  some  of  it? 

Mr.  Downing.  I  think  that  principle  should  be  incorporated,  but 
you  do  not  want  to  run  into  another  danger.  If  you  cut  a  man  down 
to  too  small  an  acreage,  you  discourage  development,  because,  after 
all,  development  is  the  essential  thing  under  this  bill.    There  is  * 
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gentleman  who  sits  in  this  room  now  who  was  one  of  the  first  locators 
m  a  big  field.  He  located  on  a  good  structure,  and  located  2,000  acres, 
but  suDseauent  development  put  him  in  the  water.  You  must  keep 
all  those  tnings  in  mind.  He  spent  $150,000  on  his  claim,  and  never 
got  a  barrel  of  oil.  If  you  take  a  man  down  there  and  say  he  must 
go  into  that  wild  desert  country  and  take  up  640  acres  in  one  par- 
ticular region,  you  will  find,  as  a  practical  proposition,  that  that  is 
not  sufficient.  I  think  your  idea  is  a  splendid  one,  but  do  not  carry 
it  so  far  as  to  prevent  the  giving  of  a  reasonable  chance. 

Mr.  Taylor.  We  have  had  both  extremes  before  this  committee. 
Of  course,  out  West,  what  we  want  is  oil  development;  and  we  want 
the  best  law  that  we  can  get  that  will  protect  the  prospector  and  the 
little  man  in  his  honest  investment.  We  only  want  bona  fide  locators 
protected  in  their  honest,  good-faith  property  rights,  initiated  under 
existing  law.  There  is  no  objection,  is  there,  Mr.  Downing,  anywhere 
in  the  West  to  any  restrictions  that  are  necessary  to  absolutely  pre- 
vent fraud  and  monopoly? 

Mr.  Downing.  No,  sir ;  you  can  put  into  this  bill  any  language  you 
can  devise  that  will  protect  the  Government  against  fraud  and 
monopoly,  and  they  will  not  oppose  it.  The  little  men  out  West 
fight  fraud  and  monopoly,  and  it  is  the  big  companies  that  perpetrate 
all  the  fraud,  not  the  little  fellows. 

The  Chairman.  We  are  very  much  obliged  to  you  for  your  state- 
ment, Mr.  Downing. 

Mr.  Downing.  I  would  like  to  correct  a  statement  I  made  yester- 
day. Mr.  Sinnott  understood  that  I  stated  if  you  found  a  speck  or 
particle  of  gold,  that  it  would  by  itself  constitute  discovery  sufficient 
to  hold  a  gold  placer.  I  might  have  stated  that,  but  if  I  did,  I  did 
not  mean  to  do  so. 

The  Chairman.  When  you  get  your  manuscript  you  can  strike  it 
out 

Mr.  Downing.  What  I  meant  to  say  was  that  if  you  found  a  small 
particle  of  gold  under  conditions  favorable,  or  under,  conditions 
which  would  justify  a  reasonably  prudent  man  in  making  a  further 
expenditure,  with  a  reasonable  expectation  of  developing  valuable 
deposits,  then  that  is  discovery;  but  in  the  case  of  Kobinson  v.  Lange 
there  were  only  five  or  six  fine  pieces  of  gold  found  under  those  con- 
ditions, and  it  was  held  that  under  those  conditions  that  was  sufficient 
to  coni^itute  a  discovery. 


STATEMENT  OF  MB.  JOHN  D.  CLABE,  CHEYENNE,  WYO. 

The  Chairman.  Mr.  Clark,  please  state  your  name  and  occupation 
and  the  names  of  the  companies  you  represent. 

Mr.  Clark.  Mr.  Chairman,  my  name  is  John  D.  Clark.  I  am  an 
attorney  at  Cheyenne,  Wyo.,  and  a  member  of  the  committee  that 
Mr.  Schwartz  represents,  Mr.  Miller  being  the  third  member.  This 
committee  was  appointed  by  a  somewhat  informal  organization 
caUed  the  Wyoming  Independent  Oil  Men's  Protective  ^sociation 
at  a  meeting  held  on  December  29  to  come  down  and  present  our 
views  with  respect  to  the  oil  law. 

The  Chairman.  How  many  companies  were  represented  there,  if 
you  can  state? 
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Mr.  Clark.  Mr.  Schwartz  liad  a  list  of  them,  and  I  think  he  has 
placed  that  list  in  the  record.  Subsequently  I  was  appointed  or 
elected  an  officer  of  the  Wyoming  chapter  of  the  American  Mining 
Congress,  which  adopted  resolutions  outlining  a  specific  policy  with 
respect  to  the  leasing  law  as  a  general  lease  law  and  with  respect 
to  relief  measures  which  they  advocated,  being  identical  with  the 
matters  which  our  earlier  committee  was  advocating  here  at  the 
time;  and  last  week  I  was  called  upon  by  the  executive  committee 
of  that  organization  to  come  here  and  work  with  the  two  members 
of  the  old  committee  for  those  same  matters. 

Mr.  Schwartz,  being  more  fainiliar  with  relief  measures- and  with 
the  particular  situation  that  the  relief  measures  are  to  cover,  has 
undertaken  to  discuss  those  from  the  standpoint  of  our  Wyoming 
committee.  I  am  supposed  to  discuss  the  general  leasing  features  of 
the  bill;  but  if  I  have  time  I  do  hope  to  say  something  about  the 
relief  measures,  particularly  about  section  16,  in  which  none  of  us 
are  interested  personally,  except  those  companies  operating  in  Salt 
Creek  and  I  think  pi  rhaps  just  one  group  of  companies.  You  will 
perhaps  w^onder  why  the  Wyoming  oil  men,  who,  if  that  land  is  taken 
away  from  the  present  holders  and  thrown  open  to  general  leasing, 
will  have  a  chance  to  secure  the  most  valuable  oil  lands  in  Wyoming, 
should  come  before  you  asking  that  these  relief  measures  pass.  But 
my  first  duty  is  to  present  some  observations  with  respect  to  the  lease 
law  for  future  developme?it,  because  30  days  after  this  bill  has  passed 
your  relief  provisions  disappear.  They  attach  immediately,  and  all 
the  conditions  to  which  thev  shall  attach  are  defined  the  moment  the 
bill  becomes  a  law,  whereas  the  bill  as  a  general  leasing  law  takes 
the  place  of  the  placer  act  and  is  to  apply  for  all  time  to  come,  unless 
Congress  shall  again  change  it. 

A  committee  from  the  Wyoming  chapter  of  the  American  Mining 
Congress  has  prepared  a  brief  which  is  identical  in  appearance  with 
the  brief  which  was  pre})ared  by  the  Colorado  chapter.  The  brief 
of  the  Colorado  chapter  is  restricted  wholly  to  a  discussion  of  relief 
measures.  The  Wyoming  brief,  on  the  contrary,  while  confirming  the 
argument  and  the  policy  adopted  by  the  Colorado  chapter  in  their 
brief,  does  not  discuss  relief  measures  but  discusses  the  general  leas- 
ing provisions  of  this  bill.  But  I  do  not  want  you  to  understand  that 
the  Wyoming  oil  men,  whom  we  repi'esent,  are  more  interested  in  the 
general  leasing  features  of  the  bill  than  in  the  relief  measures.  The 
very  contrary  is,  of  course,  true.  The  relief  measures  touch  us  right 
now.  They  mean  dollars  to  us  right  now.  They  Tover  a  situation 
which  now  exists  where  we  think  we  have  something  and  w^ould  like 
to  keep  it ;  and,  of  course,  most  of  us  who  are  operating  in  Wyoming, 
unless  we  have  been  fortimate  enough  to  secure  some  State  leases  or 
some  private  land,  of  which  there  is  very  little  in  the  oil  fields,  have  to 
operate  under  the  placer-mining  law,  and  accordingly  are  affected  by 
whatever  relief  measures  you  gentlemen  include  in  your  bill. 

Therefore  it  is  a  somewhat  indefinite,  uncertain  interest  that  we 
have  in  the  future,  and  as  to  what  sort  of  bill  you  pass  for  future 
development.  However,  we  know  what  the  experience  in  Wyoming 
is,  and  as  you  are  bound  to  base  this  bill  very  largely  upon  the  con- 
ditions found  in  Wyoming,  which  is  the  only  one  oi  the  Rocky  Moun- 
tain States  in  which  development  of  oil  is  now  progressing,  although 
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oil  is  being  produced  in  Colorado,  we  believe  the  conditions  in  Wyo- 
ming are  the  only  index  you  cHn  use  to  determine  what  constitutes  a 
good  lease  law. 

It  seems  to  be  agreed  that  the  present  policy  is  impossible.  We 
can  not  continue  it  for  different  reasons,  and  the  House  and  the  Sen- 
ate have  both  passed  measures  adopting  a  brand  new  policy  with 
rt'spect  to  the  future  disposition  of  oil  lands.  There  are  only  two 
alternatives  that  have  ever  been  suggested  for  the  present  policy  of 
location  under  the  mining  law.  The  first  is  the  governmental  pros- 
pecting and  operating  of  oil  land,  and  the  second  is  a  leasing  system. 
Now,  as  both  Houses  of  Congress  have  passed  lease  bills,  I  assume 
that  the  committee  is  not  now  considering  Government  control  and 
operation  and  wildcatting.  It  would  be  interesting  to  discuss  some 
features  of  that  butit  would  only  confuse  the  real  question,  which  is, 
What  sort  of  a  lease  law  should  be  passed  in  order  to  promote  the 
purposes  of  the  act? 

Now,  let  us  clear  the  decks.  What  are  the  purposes  of  the  law 
that  you  propose  to  enact  for  the  future  ?  The  Senate  bill  is  entitled 
"  A  bill  to  promote  the  production  of  oil,"  and  all  of  these  depart- 
mental and  committee  reports  I  have  seen  have  referred  to  the  bill  as 
having  that  one  purpose,  to  promote  or  to  increase  the  production 
of  a  commodity  which  is  becoming  increasingly  important  and 
which  is  diminishing  as  compared  with  the  demand  for  it;  and 
that  is  the  only  purpose  of  the  bill  I  have  ever  seen  stated.  Now, 
this  statement  of  the  purpose  of  the  act  excludes  certain  ideas: 
First,  it  excludes  the  idea  that  there  is  anyone  who  has  an  interest 
in  the  future  development  of  the  oil  lands  which  you  must  consider. 
We  have  oU  companies  in  Wyoming  which  hope  to  operate  under 
the  law,  which  may  be  making  plans  to  operate  under  it ;  but  none 
of  us  has  any  interest  that  you  must  consider  or  any  hope  that  you 
must  try  to  help  us  realize  through  your  legislation.  We  have  not 
any  right  or  any  interest  other  than  the  interest  of  the  general  public, 
so  that  you  do  not  have  to  pay  the  slightest  attention  to  what  we 
may  want  for  our  own  particular  purposes. 

oecondly,  it  excludes  the  idea  of  mcome  as  being  a  controlling 
factor  in  the  development  of  the  oil  lands  of  the  Nation,  and  you 
have  recognized  that  in  both  of  your  bills  because  although  income 
is  necessarily  incidental  to  any  leasing  system,  Federal  income  for 
the  support  of  the  Government  is  wholly  excluded  from  your  ideas, 
for  in  the  one  bill  you  provide  that  all  of  the  money  shall  go  into  the 
reclamation  fund  and  ultimately  be  destined  for  the  States,  and  in 
the  other — ^I  think  the  Senate  bill — it  is  provided  that  one-half  of 
the  money  shall  go  immediately  to  the  States  for  public  purposes  and 
one-half  shall  go  into  the  reclamation  fund. 

This  statement  of  purpose,  in  the  third  place,  excludes  any  idea 
of  a  distribution  of  benefits  among  people.  It  is  different  wholly 
from  any  law  that  has  been  passed  in  past  years  to  apportion  the 
public  domain.  It  is  not  based  upon  any  idea  of  letting  as  many 
people  as  possible  partake  of  the  bounty  of  the  Government,  because 
yon  are  not  distributing  bounties  under  this  theory,  but  you  are  seek- 
^g  to  secure  the  early  development  of  our  oil  resources.  And,  as  a 
matter  of  fact,  let  us  be  frank ;  this  bill  if  passed  will  absolutely  pre- 
vent the  poor  man  from  making  money  out  of  the  production  of  oil 
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on  the  public  domain.  He  has  that  chance  now,  but  you  take  it  away 
from  him ;  and  I  want  to  tell  you  how'  a  poor  man  now  gets  into  tiSs 
oil  business  so  far  as  public  lands  are  concerned,  because  it  will 
answer,  incidentally,  the  question  which  I  believe  Mr.  Lenroot  pro- 
pounded on  Monday  as  to  just  how  our  locations  in  Wyoming  have 
been  made — ^under  what  incentive. 

Nowadays  the  poor  man — ^I  do  not  mean  a  pauper,  but  a  man  of 
very  moderate  circiunstances — ^who  gets  the  oil  craze  makes  an  asso- 
ciation with  seven  or  ei^ht  other  men,  and  one  of  them  usually  has  a 
little  superficial  knowledge  of  structures  and  anticlines,  and  he  thinks 
he  is  a  rock  hound,  and  he  goes  out  and  picks  out  some  likely  looking 
place  and  they  go  in  and  locate,  and  then  for  a  few  hundred  dollars— 
sometimes  with  a  hand  drill — ^they  will  go  in  and  drive  holes  into  the 
surface  shales  and  get  what  they  call  a  color  of  oil,  or  sometimes 
actually  get  it.  Frequently  they  do,  although  sometimes  they  just 
say  they  ^et  it.  They  call  those  discoveries,  and  through  those  dis- 
coveries they  get,  if  not  a  right  of  possession,  at  least  an  actual  pos- 
session, which  enables  them  then  to  hunt  up  some  of  these  big  com- 
panies. The  hunting  up  is  done  ordinarily  by  the  locator  and  not 
oy  the  big  company.    Ttiey  hunt  up  one  of  these  big  companies  and 

Eei-suade  it  to  take  a  lease  and  drill  a  well  upon  this  land  which  has 
een  thus  located ;  and  if  they  get  oil,  of  course  the  locators  are  rich, 
because  12^  per  cent  roj^alty  makes  a  lot  of  money,  none  of  the  ex- 
penses of  operation  coming  out  of  it,  and  there  is  where  the  monej 
has  been  made  in -Wyoming  by  the  poor  man  in  the  oil  business. 
Now,  under  this  law  you  remove  absolutely  the  opportunitj  for  that, 
because  either  through  the  law  itself  or  under  the  regulations  of  the 
department  the  permits  that  are  to  be  granted  upon  wildcat  territory 
are  to  be  so  restricted^  so  fortified  against  taking  them  for  mere 
speculation,  so  filled  with  requirements  for  actual  drilling,  that  the 
man  who  takes  a  permit  has  got  to  be  able  to  drill  a  well,  and  drilling 
wells  is  a  mighty  expensive  proposition  in  Wyoming,  and  the  ex- 
pense is  going  to  mount  up  on  such  land  so  that  the  poor  man  who 
has  in  the  past,  with  seven  or  eight  associates,  put  up  $500  and  been 
abie  to  make  money  is  going  to  be  cut  out  of  any  opportunity  under 
the  leasing  system  to  make  a  clean-up  on  the  public  domain. 

The  Chairman.  Most  of  the  money  has  been  made  in  speculati(Hi 
on  the  locations;  is  not  that  true! 

Mr.  Clark.  Nearlv  always.  Let  me  depart  for  a  moment  from  mj 
line  of  argument,  'there  are  a  lot  of  owners  of  production  in  Wy- 
oming. I  think  it  has  been  stated  here  that  the  so-called  Standard 
interests — and  I  ^ess  in  that  they  must  have  included  the  Mid-West 
Kefining  Co.,  which  some  say  is  and  some  say  is  not  a  Standard  Oil 
company — control  90  per  cent  of  the  production  of  Wyoming. 

The  Chairman.  What  do  you  say  about  that? 

Mr.  Clark.  I  do  not  know  a  thing  about  it.  They  talk  about  it 
in  our  country  as  being  a  Standard  company,  but  when  you  talk  to 
the  officers  of  the  company,  who  ought  to  know,  and  whom  I  find 
reasonably  reliable  about  other  matters,  they  always  throw  up  their 
hands  in  horror,  and  they  know  and  they  can  tell  you,  and  1  have 
no  doubt  they  will.  Mr.  Schuyler  will  either  follow  me  or  the  next 
^>eaker. 

However  that  may  be,  I  will  say  that  these  Standard  subsidiaries* 
as  they  are  called,  are  the  fiercest  fighters  we  have  in  Wyoming.    The 
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Ohio  and  the  Mid- West — and  the  Ohio  is  clearly  a  Standard  com- 
pany— ^have  been  fighting  each  other  on  every  new  field  that  has 
come  in.  I  have  never  known  them  to  get  together  mitil  after  they 
have  gotten  in,  and  then  they  will  work  together  like  any  operators 
in  the  same  field  will;  and  likewise  the  Carter,  which  I  think  is 
clearly  a  Standard  company,  and  the  Ohio  and  the  Mid- West,  they 
have  been  fighting  pretty  bitterly,  so  you  can  not  tell  from  the  way 
they  work  together  just  who  the  Standard  companies  are.  But  it 
is  said  that  thev  control  90  per  cent  of  the  production.  They  do  in 
the  sense  that  they  handle  90  per  cent  of  the  production^  but  they  do 
not  own  anything  like  90  per  cent,  because  our  practice  out  there 
has  been  that  whenever  any  of  us  happens  to  get  a  little  oil  produc- 
tion on  wildcat  territory  we  turn  it  immediately  over  for  further 
drilling  to  one  of  these  big  companies.  They  are  able  to  do  it,  be- 
cause mey  have  the  organization  and  can  do  it  economically,  and  we 
find  them  very  agreeable  neighbors.  They  do  things  in  a  business- 
like, honest  way,  and  we  turn  the  property  over  to  them,  generally 
giving  them  an  interest  in  it,  because  it  costs  a  lot  of  money  to  drift 
out  an  oil  field. 

There  is  one  little  tract  of  land  in  one  of  the  newer  fields  with 
^hich  I  have  some  connection  in  which  our  company  has  a  half 
interest,  and  the  bill  for  drilling  operations  on  that  half  section  of 
land  for  December  for  a  one-half  interest  was  $37,000.  So  it  takes 
some  real  capital  to  drill  out  territory  even  after  you  have  discovered 
that  there  is  oil  upon  it. 

Now,  I  was  saying  that  the  present  bill  will  wipe  out  the  existing 
chance  of  the  poor  man  to  get  a  part  of  the  riches  that  may  be  made 
from  the  development  of  oil  upon  the  public  domain. 

Mr.  Tatix)r.  Will  the  Senate  bill  wipe  it  out  as  effectually  as  the 
House  bill? 

Mr.  Clark.  I  think  either  one  of  them  will.  I  do  not  see  how  you 
can  devise  a  leasing  system  that  will  not  do  it,  and  I  am  not  pre- 
senting this  as  any  argument  ag:ainst  the  bill,  because  I  think  it  is 
inevitable,  and  it  merely  recognizes  what  is  the  truth,  that  the  oil 
game  is  a  rich  man's  game,  and  we  might  just  as  well  recognize  that 
^^  go  ahead  and  legislate  upon  that  basis. 

Mr.  Taylor,  Would  you  not  preserve  the  rights  of  the  few  fellows 
vho  are  already  in  ? 

Mr.  Clark.  Yes;  certainlv.  That  is  relief,  and  I  am  talking  now 
vhoUy  with  respect  to  the  future.  The  relief  measures  constitute  a 
different  proposition  entirely,  and,  as  I  say,  if  I  have  the  oppor- 
tmiity  I  want  to  say  a  few  words  about  the  reasons  we  support  those 
reKef  provisions. 

The  purpose  of  the  legislation  is  to  secure  an  increase  by  Federal 
fepdation  of  our  now  inadequate  oil  supply.  Where,  so  far  as  Con- 
P^  is  concerned,  can  you  secure  an  increase  in  oil  t  There  are  three 
P<^ble  sources.  First,  the  fields  that  have  already  been  fully 
proven.  You  can  not  increase  the  supply  there,  and  they  are  bound 
^  dimini^.  Second^  the  fields  that  nave  been  proven  but  not  com- 
pletely drilled,  in  which  the  Government,  after  all  equities  have  been 
<deured  away,  all  arrangements  made  for  relief,  may  find  that  it  has 
some  land  that  is  open  to  lease  to  others.  Now,  with  respect  to  such 
^ds,  you  need  have  no  conoem  as  to  what  you  should  oner  any  one 
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to  get  it  drilled.  During  this  cold  weather  the  saloons  of  Wyoming 
have  been  full  of  representatives  of  oil  companies  of  the  whole 
country,  big  and  little,  who  would  come  in  and  grab  the  chance  to 
get  any  part  of  that  land,  and  they  will  pay  you  a  big  bonus  and 
drill  immediately  upon  land  lying  within  the  proven  area  of  a  proven 
oil  field,  and  if  it  is  necessary  that  you  should  make  your  leases  for 
more  than  40  or  80  acres  it  must  be  not  in  order  to  get  it  drilled  but 
for  some  considerations  of  economical  development  that  we  know 
nothing  about  in  Wyoming,  because  our  experience  has  been  too 
brief.  So  that  you  do  not  have  to  disturb  yourselves  about  the  leas- 
ing of  proven  oil  fields  to  secure  an  increase  in  supply. 

The  third  and  the  only  remaining  source  arc  tne  unproven  fields, 
those  that  we  now  know  exist  as  possibilities  and  the  hundreds  that 
we  hope  will  be  found  in  the  future  but  that  we  know  nothing  about 
now ;  and  30  days  after  this  bill  has  passed,  there  is  the  situation  and 
the  only  situation  that  the  bill  is  going  to  refer  to,  because  all  of 
your  relief  will  have  been  adjusted,  all  of  your  proven  lands  will 
have  been  leased,  and  you  will  not  have  any  more  proven  lands,  and 
you  will  never  get  them  until  after  wildcatting  has  developed  a  new 
field.  Your  purpose  is  to  secure  the  wildcattmg  of  new  areas,  and 
what  reward  are  you  going  to  offer  the  man  who  wildcats?  I  think 
that  is  the  principal  problem  before  you  gentlemen  with  respect  to 
the  leasing  features  or  the  bill. 

Now,  there  are  two  classes  of  wildcatters.  I  hate  to  use  that  term 
because  it  has  a  secondary  meaning  in  connection  with  illegitimate 
stock-jobbing  affairs  which  sort  of  makes  it  ill  ad^nsed,  but  the  term 
"  prospector  "  is  ambiguous.  We  use  the  term  "  prospector  "  as  de- 
noting a  man  who  goes  out  to  hunt  for  new  territory  rather  than  the 
man  who  actually  drills  new  territory.  The  man  who  drills  is  a 
wildcatter,  but  I  will  use  both  terms  here  interchangeably. 

The  Chairman.  I  think  the  committee  is  entirely  familiar  with 
that  and  I  do  not  think  there  is  any  ignominy  attached  to  the  term. 

Mr.  Clark.  I  hope  not.  New  fielcls  are,  of  course,  found  and  devel- 
oped only  by  wildcatters.  There  is  no  technical  method  of  deter- 
mining the  existence  of  oil  in  land,  and  the  only  way  you  can  do  it  is 
by  the  drill,  and  drilling  is  wnldcatting.  There  are  two  classes  of 
wildcatters — ^the  first  an  association,  sometimes  incorporated  and 
sometimes  not,  which  makes  a  business  of  it  and  which  goes  in  to 
spend  its  own  money  to  drill  what  it  thinks  may  l^  oil  territory. 
Th(»re  are  a  number  of  them,  large  companies,  which  continue  the 
operation  indefinitely.  There  are  a  number  of  associations  organized 
for  just  one  particular  wildcat  proposition.  Nowadays  we  are  in  a 
period  of  change.  The  single  association  that  wildcats  just  one  place 
and  is  organized  for  that  sole  purpose,  is  not  getting  very  far.  The 
business  has  l)econie  so  expensive  and  the  territory  is  so  unattractive 
that  the  larger  companies  that  are  continuing  the  process  on  a  num- 
ber of  fields  are  coming  in  now  and  supplanting  the  individual  asso- 
ciations very  largely.  That  is  true  so  far  as  Wyoming  is  concerned, 
where  in  the  last  couple  of  yeai*s,  under  the  pressure  of  the  demand 
for  oil  and  the  high  prices,  and  all  that  sort  of  thing,  we  have  these 
large  midcontinent  companies — the  Gypsy,  the  Boxana,  the  Carter, 
the  Cosden,  the  Prairie  Oil  &  Gas — and  the  Sun  of  Philadelphia,  I 
believe,  has  been  in  there — and  the  Union  of  California  is  now  in 
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Wyoming  wildcatting,  and  there  may  be  others.  These  large  com- 
panies which  are  using  their  capital  and  organization  to  carry  on  a 
number  of  operations  at  once  are  now  entering  Wyoming. 

The  second  class  of  wildcatters,  in  our  opinion,  is  not  quite  so 
respectable.  They  are  companies  organized  by  stock  jobbers  taking 
advantage  of  the  speculative  fervor  that  always  comes  when  there 
is  a  new  oil  field  discovered,  and  whose  sole  interest  is  in  selling  oil 
stock.  Generally  they  will  get  hold  of  some  land  which  is  near  a 
proven  oil  field  so  they  can  advertise  it,  for  instance,  as  being  within 
2  miles  of  the  great  property  of  the  Mid- West  Kenning  Co.  or  the 
Ohio  Oil  Co.,  or  something  like  that;  but  if  they  do  not  find  anything 
that  looks  good  just  in  that  location,  they  frequently  will  take  some 
land  that  is  in  pure  wildcat  territory  and  start  to  drill.  They  have 
to  drill,  because  that  is  the  only  way  they  can  avoid  the  Post  Office 
Department,  and  just  as  long  as  they  keep  on  drilling  they  can  make 
all  the  prophecies  they  want  as  to  production  and  avoid  indictment. 
Although  the  promoters  organize  themselves  into  a.  fiscal  agency 
and  take  about  50  per  cent  of  the  proceeds  from  the  sale  of  stocK, 
they  always  have  to  let  a  little  of  it  get  in  the  treasury,  and  they  use 
it  for  drilling.  They  are  wildcatters,  and  because  our  geologists  can 
not  any  more  tell  us  where  oil  is  not  than  they  can  tell  us  where  it 
is,  they  hit  oil  once  in  a  while. 

Mr.  Raker.  The  geologist  or  the  drillers?     [Laughter.] 

Mr.  CiJ^RK.  You  need  not,  again,  worry  yourselves  about  that  class 
of  wildcatters,  because  thev  do  not  care  about  how  much  land  thev 
have ;  all  they  care  about  is  the  continuation  of  the  speculative  fever, 
and  the  only  legislation  you  need  to  pass  for  their  benefit  is  some- 
thing that  will  assure  the  continuance  of  the  speculative  desire  on  the 
part  of  clerks  and  ministers  and  school-teachers  and  all  those  who 
are  losing  so  heavily  now  as  a  result  of  our  present  oil  boom. 

Mr.  Tatlor.  I  may  say  incidentally  that  1  saw  yesterday  by  the 
papers  in  Denver  that  the  sale  of  oil  stock  has  gone  down  so  that 
it  is  now  almost  entirely  negligible. 

Mr.  Clark.  I  think  it  has,  and  very  fortunately  so.  I  would  not 
attribute  that,  however,  to  the  consideration  of  this  bill  by  Congress 
as  some  seem  to. 

The  first  class  consists  of  those  who  are  in  this  as  a  business,  spend- 
ing their  own  money  seeking  to  get  oil,  and  they  must  be  offered' 
some  tremendous  reward  for  the  risks  they  are  taking,  and  the  de- 
?ree  of  I'eward  that  you  offer  can  be  determined  only  from  a  con- 
sideration of  the  situation  that  thev  face,  and  vou  must  trv  to  put' 
yourselves  in  the  position  of  the  men  3'ou  are  inviting  to  go  out  and 
find  a  new  field  that  will  add  to  the  production  of  oil  in  the  United 
States. 

We  have  appended  to  our  brief,  and  the  same  ap])ears  in  the  Colo- 
rado brief ,  a  statement  of  drilling  experience  in  Wyoming,  which 
^  think  the  committee  will  find  more  valuable  than  any  statistics 
^hat  can  be  presented  to  you,  because  you  must  determine,  as  I  say, 
what  sort  of  reward  to  offer  from  a  consideration  of  the  past  experi-' 
ence  in  Wyoming,  the  one  State  that  you  can  use  ns  a  guide  to  the 
''Jtuation  that  may  be  expected  in  the  other  Rocky  Mountain  States, 
the  only  States  where  the  future  element  of  the  bill  will  have  any 
^1  application.  May  I  ask  if  this  Wyoming^  brief  has  been  re- 
<^Pived  bv  the  members  of  the  committee?     Mr.  Schwartz,  of  our 
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Casper  committee,  I  understand  mailed  a  copy  last  Saturday  to  the 
different  members  of  the  committee  at  their  residences,  and  I  also 
had  a  large  number  sent  to  me  by  express,  but  I  have  not  yet  re- 
ceived them. 

Mr.  Tatlor.  I  do  not  think  so. 

Mr.  Clabk.  This  brief  covers,  as  I  say^  only  the  general  leasing 
features.  The  statistics  appear  in  both  brief s  and  they  are  identical 
and  were  prepared  by  the  most  competent  authority  we  could  find 
and  by  those  who  had  the  most  complete  information,  and  I  believe 
they  are  accurate. 

Mr.  Taylor.  I  would  like  to  ask  that  both  briefs  be  incorporated 
in  the  record. 

The  Chairman.  Is  there  any  duplication  in  the  briefs? 

Mr.  Clark.  Exclusive  of  the  appendix  there  is  no  duplication. 

(The  documents  referred  to  follow:) 

In  the  Matter  of  Senate  Bill  2812,  Pending  Befobe  the  Ooumitteb  on  Pub- 
lic Lands  in  the  House  of  Repbebentatives  of  the  United  States. — ^Brdef 
Filed  in  Support  of  the  Measure  with  Certain  Slight  Modifications  bt 
THE  Oil  Section  of  the  Cotx>rado  Chapter  of  the  American  Mining  Cor 

QBESS.  f*... 

STATEMENT. 

The  necessity  for  the  passage  of  a  general  leasing  law  which  shall  incluo 
within  its  scope  the  oil  and  gas  lands  of  the  puhlic  domain,  particularly  in  view 
of  the  war  in  which  this  country  is  now  engaged,  seems  to  be  conceded  by  aU. 
This  necessity  arises  principally  from  the  fact  that  the  congressional  act  of 
1897,  making  possible  the  entry  of  oil  and  gas  lands  under  the  general  pro- 
visions of  the  theretofore  existing  placer  laws  failed  to  take  into  account  the 
fact  that  the  placer  laws  required  a  discovery  as  an  essential  element  of  a 
valid  location,  and  such  discovery  upon  oil  or  gas  lands  at  or  prior  to  tiie  en- 
try thereon  for  exploration  was  a  physical  impossibility.  In  short,  the  law 
made  applicable  by  the  act  of  Congress  was  not  in  fact  applicable  to  physical 
conditions.  This  lack  of  application  was  made  all  the  more  apparent  when, 
after  many  attempted  locations  had  been  made,  and  efforts  for  completing  dis- 
covery were  in  progress,  the  President  of  the  United  States,  and  later  the  Con- 
gress, saw  fit  to  withdraw  large  portions  of  the  public  domain  from  entry  or 
exploration. 

This  conflict  between  technical  law  and  physical  conditions,  originating  In 
1897,  became  acute  at  the  time  of  the  first  withdrawal  proclamation  in  1900, 
and  which  has  been  suffered  since  then  simply  because  relief  has  not  been  af- 
forded by  definite  act  of  Congress,  has  now  become  Intolerable  to  a  great  in- 
dustry, and  unless  aU  signs  fail  is  seriously  Jeopardizing  the  interests  of  this 
coundry. 

At  a  meeting  of  the  oil  section  of  the  Colorado  Chapter  of  the  American 
Mining  Congress,  held  on  the  11th  day  of  January,  1918,  at  which  large  and 
diversified  interests  in  the  oil  industry  in  Colorado,  Wyoming,  Oklahoma, 
Texas,  New  Mexico,  Kansas,  South  Dakota,  N^raskia,  Utah,  and  Montana 
were  represented,  the  following  resolution  was  adopted : 

"  Resolved  by  the  oU  section  of  the  Colorado  Chapter  ot  the  American  Mining 
Congress:  That  senate  bill  No.  2812,  known  as  the  Walsh-Pittman  bill,  will 
greatly  curtail  the  development  of  the  oil  fields  in  the  West  and  the  produce 
tion  of  oil,  and  is  not  as  liberal  as  the  pioneers  and  prospectors  of  the  West 
had  hoped  to  obtain  from  Congress.  Nevertheless,  said  bill,  as  passed  by  the 
Senate,  is  acceptable  to  this  organization,  provided  there  be  added  to  the  first 
paragraph  of  section  17,  in  order  not  to  confine  the  operations  of  active  de- 
veloping companies  to  one  particular  structure,  the  following  words :  '  Within 
each  geological  structure  to  be  properly  defined  by  the  Secretary  of  the  Interim.* 

"  Be  it  further  resolved,  That  the  elimination  of  sections  16  and  17  from  the 
Senate  bill,  as  we  are  advised  is  proposed  to  be  done  in  the  House,  would  an- 
nihilate and  destroy  the  investments  of  thousands  of  dollars  in  the  oil  industry 
in  Wyoming,  Colorado,  and  other  Western  States  and  in  the  mid-continent  field 
and  throw  out  of  employment  a  vast  army  of  workers,  now  bending  every  effort 
to  increase  the  production  of  oil,  so  necessary  to  the  successful  prosecution  of 
the  war,  in  which  every  patriotic  citizen  is  vitally  Interested." 
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Nands  in  Wyoming,  and  an  expenditure  of  $r>().(KK)  or  more.  Tlie  process  is 
«low.  The  actual  numi>er  of  workmen  employed  during  the  drilling  is  very  smaU. 
The  organization  of  a  company  could  well  be  profitiibly  employed  in  prose- 
♦  iiting  otlier  ventures  in  other  fields  and  elTect  great  saving  in  purchasing  mate- 
rial in  quantities.  Out  of  several  ventures  one  or  more  successes  might  be 
achieved.  If  there  were  only  one  venture,  and  only  one  oi^eration  or  lease 
permitted  at  a  time,  and  that  venture  proved  to  be  a  "  dry  hole,"  the  company 
would  bec<mie  disorganized  and  disband,  and  because  of  financial  disability 
and  discouragement  would  never  again  embark  in  the  oil  business.  I'uless 
there  is  hope  of  being  permitted  to  prospect  several  domes  simultaneously,  and 
the  leases  and  operations  correspondingly  multiplied,  there  is  no  "  encourage- 
ment "  feature  in  the  bill.  Production  will  necessarily  be  curtailed ;  operations 
will  dwindle  and  future  development  will  rest  In  the  hands  of  those  com- 
panies whose  past  operations  have  been  marke<l  with  success;  the  prospector 
f<»r  oil  will  be  coiuited  among  the  generations  dead  and  gone,  and  extensive 
undeveloped  oil  fields  will  He  dormant  for  the  unborn  generations  who  may 
not  have  to  cope  with  a  Euroi)ean  war. 

In  order  to  obviate  this  eventuality,  there  nnist  be  added  at  the  end  of  the 
first  paragraph  of  ronie<llnl  section  17  the  clause,  "  in  each  geological  structure 
to  be  proi>erly  defined  by  the  Secretary  of  the  Interior,"  and  this  principle 
should  be  incoi-porated  by  a  similar  amendment  In  section  22,  the  general  leasing 
section  of  the  bill. 

When  the  original  oil-leasing  bill  was  drafted  the  Wyoming  oil  fields  were 
not  developed.  Hence,  consideration  of  Wyoming  needs  were  not  and  could 
not  have  been  taken  into  account.  Were  It  otherwise  we  would,  of  course, 
have  been  invited  to  present  our  views,  l)ecause  we  well  know  that  Congress 
would  not  consummate  any  legislation  without  consulting  those  most  mate- 
rially affected  by  it.  By  striking  from  the  operation  of  the  bill  the  lands 
included  in  tlie  naval  reserves,  the  Wyoming  oil  fields  st^eni  t<>  be  the  principal 
territory  now  affected.  There  are  many  features  of  the  bill,  as  it  st anils,  which 
we  think  will  prove  cumbersome  and  ineffectual  for  the  puriK)se  for  which 
it  is  intended,  but  we  accept  them,  although  reluctantly ;  but  fearing  the  con- 
sequences of  the  passage  of  the  bill  without  the  remeilial  sections  16  and  17, 
with  the  propose<l  addition  to  the  first  paragraph  of  .section  17,  as  sot  forth 
In  the  resolution  of  the  oil  section  of  the  Colorado  Chapter  of  the  American 
Mining  Congres.s,  we  earnestly  and  with  full  knowledge  of  the  gravity  of  the 
situation,  request  the  passage  by  the  House  of  Senate  bill  2812,  with  the  addi- 
tion stated. 

Without  encumbering  this  brief  with  facts  and  figures,  the  perusal  of  which 
might  prove  tedious  to  the  Members  of  the  House  reading  It,  we  nevertheless 
append  hereto  some  rather  pertinent  facts  and  figures  as  to  area,  costs,  dlflicul- 
ties,  etc..  which  will,  we  know,  throw  light  on  a  subject  with  which  some  may 
not  f>e  conversant,  and  earnestly  <llrect  attention  to  them. 

Throughout  many  mass  m'»etings  of  oil  men  and  prospectors  which  have 
i*ecently  been  held  in  Colorado  and  Wyoming,  it  was  apparent  that  a  very  large 
majority  had  no  idea  such  a  bill  was  pending  in  (.'ongress ;  objections  were  made 
to  many  parts  of  the  bill  and  numerous  amendments  proposed.  The  Judgment 
of  those,  however,  who  understand  the  trend  of  thought  in  Washington  and 
realize  the  certainty  of  a  leasing  bill  was  accepted,  and  the  committee  appointed 
to  draft  this  brief  was  finally  Instructed  to  confine  Itself  to  the  one  and  only 
request  wliich  we  believe  Congress  will  grant,  viz,  that  embodied  In  the  resolu- 
tion, and  that  the  leasing  provisions  be  made  consistent  with  the  resolution  on 
the  theory  that — 

"  He  that  seeks  one  thing  in  life  and  but  one. 
May  hope  to  achieve  it  before  life  is  done; 
But  he  that  seeks  all  things  wherever  he  goes. 
Will  reap  from  the  hopes  which  around  him  he  sows, 
A  harvest  of  barren  regrets." 

Respectfully  submitted. 

George  L.  Nye, 
William  H.  Scofield, 
Arthur  Ponsford, 
J.  N.  Stoddard, 
0.  F.  Clay, 
R.  S.  Ellison, 
Committee  of  the  OU  Section  Colorado  Chapter 

of  the  American  Mining  Congress. 

Dated  January  21,  1918. 
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their  work  in  good  faith ;  they  were  fortified  by  a  decision  of  the  Federal  di>- 
trict  court,  holding  that  the  President  was  witliout  authority  to  make  the  order 
of  withdrawal  in  the  absence  of  express  legislative  enactment,  and  they  wen- 
heartened  by  the  action  of  the  Federal  Circuit  Court  of  Apiieals  which  thought 
the  question  difficult  enough  to  certify  to  the  Supreme  Court. 

This  class  of  prospectors  and  miners  has  risked  large  sums  of  money  lii  this 
venture,  situated  In  a  wild  and  desohite  country,  wliere  the  winters  are  Ion? 
and  rig(»rous,  under  most  adverse  conditions ;  surely,  these  pioneers  are  entitle<l 
to  consideration  at  the  hands  of  Congress  and  relief  has  been  cede<l  to  them  by 
the  Senate  in  section  16,  which  nevertheless  affords  liberal  compensation  to  the 
Government  in  the  way  of  royalties  on  oil  already  extracted,  as  well  as  on  future 
production. 

The  bill,  by  the  provisions  of  section  82,  protects  vested  rights,  and  we  assume 
that  it  could  not  in  any  event  affe<'t  them.  The  time  when  the  oil  prospector 
obtains  a  vested  right  to  an  oil  location  has  been  the  subject  of  much  con- 
troversy between  the  courts,  the  Interior  Department,  and  the  prosi^ector.  The 
enactment  of  sections  16  and  17  is  essential  to  the  settlement  of  these  conflicts, 
the  quieting  of  these  title  questions,  nnd  the  ultimate  stabilizing  of  the  i)il  in- 
dustry. 

It  has  been  stated  that  no  relief  legislation  is  necessary,  because  the  pn>- 
posed  bill  does  not  aflPe<rt  vested  rights.  What  are  vested  rights  under  the 
placer  acts?  There  certainly  is  no  question  about  this  when  a  locator  lias 
prosecuted  his  development  to  the  actual  production  of  oil  prior  to  a  with- 
drawal order.  But  what  about  those  almost  numberless  individuals  who  have 
made  an  en<leavor  to  locate  valid  claims,  upon  the  invitation  of  the  Govern- 
ment read  into  existing  laws.  They  are  surely  not  trespassers.  The  law* 
are  still  in  force  and  effect.  Unfortunately  there  is  a  conflict  between  the  De- 
partment of  the  Interior  and  the  courts  as  to  the  construction  of  these  laxvs. 
The  Government  has  seen  fit  in  the  past  to  contests  these  claims,  and  we  are 
apprehensive  that  it  will  bring  a  multiplicity  of  similar  suits.  Why  should 
tliese  locators  he  called  upon  to  wsate  time  and  money  in  defending  suits  by 
the  Government  in  contesting  such  rights.  In  these  days  of  conservation  of 
labor  and  money,  when  the  whole  matter  can  be  clarified  by  the  remedial  meaf^ 
ures  proposed  in  sections  16  and  17  of  the  Walsh-Pittman  bill? 

Out  of  90  supposed  oil  structures  located  within  the  State  of  Wyoming,  ex- 
plored by  drilling,  only  3  have  as  yet  produceil  oil  In  suflSclent  quantities  to  pay 
returns  to  those  who  have  explored  and  (leveloi>ed  them.  These  structures 
are  In  the  Salt  Creek,  Grass  Creek  and  Elk  Basin  fields.  In  addition,  two 
others,  Big  Muddy  and  Pilot  Butte,  give  some  promise  at  the  present  time  of 
future  repayment  to  those  who  have  invested  their  money  in  development.  But 
notwithstanding  these  facts,  many  of  these  localities  are  still  being  prospected, 
and  new  structures  In  Colorado  and  Wyoming  are  being  located  and  explored 
with  the  characteristic  nerve  and  energy  of  the  western  prosi)wtor.  In  thi* 
w^ay,  and  in  this  way  only,  will  new  fields  be  discovered. 

It  is  therefore  obvious  that  the  oil-producing  industry  is  of  a  very  haz:inl«>us 
nature.    On  the  averajre  but  1  slrufture  in  80  drilled  brings  satisfactory  returns. 

We  assume  Hiat  t\w  propose]  bill  is  intended,  as  it  says,  "to  encnmrage  and 
promote  tlie  mining  of  oil  In  tlu*  public  tlomain.'*  to  the  end  that  the  oll-prcMluc- 
tlon  industry  may  j)rosper,  and  tlu»  pn>si)erous  in  turn  pay  war-proflt  taxes 
to  the  Government  in  the  time  of  its  need.  In  the  past  few  years,  prospecting 
for  oil  in  Wxoniing  has  received  an  extraonlinary  lmi)etus.  But  the  impctui^ 
came  from  Coloradcj  and  neigliboring  States.  IiKllvidiuil  eflfort,  on  account  of 
great  exr>ense  Incident  to  such  prospectinc  and  drilling,  counts  for  little.  Tlie 
call  for  aid  by  these  individual  prospectors  has  been  heard  by  the  many.  No 
pro.*<f)ectc»rs  could  hope  t<'  consunnnate  their  endeavors  without  an  initial  cnpi* 
tal  of  at  lea^t  $100,(K)0.     How  has  this  capital  been  gathered? 

In  the  past  few  years  there  have  bei>n  lncorporate<l  In  Wytmiing  and  <'<>i'^ 
rado  upward  of  1,(KK)  independent  (M)nipani(»s,  the  stock  of  which  Is  heM  i>.\ 
thousands  of  fanni^rs  and  wage  earners  throughout  the  country,  who  thus  in- 
vested their  savings,  and  such  savings  will  be  for  the  most  part  \mne<'essMrily 
contiscated  unless  iliis  leasing  bill  carries  with  it  the  remeiiial  measures  ein- 
bcKlicvl  in  sections  16  and  17  of  the  Senate  bill  No.  2812— the  ellmlniation  of 
which  will  bring  bitter  disappointment  to  thousands  of  patriotic  citizens,  witb- 
out  bringing  a  corresponding  or  any  benefit  to  the  Government. 

These  nunieroiis  indepeixlent  companies  nnist  have  organization  and  niaii.iP^- 
ment.  a  geologist,  a  superintendent,  experienced  In  the  oil  business,  otherwise 
their  work  wcMihl  he  inetlicient  and  they  ccmld  not  raise  capital  for  a  single  ven- 
tm'e.     It  requires  from  three  months  to  two  years  to  drill  a  well  to  the  dH»l> 
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iiids  in  Wyoming,  ami  an  expenditure  of  $50.(XK)  or  more.  Tlie  process  is 
ow.  The  actual  number  of  workmen  employed  during  the  drilling  is  very  small, 
he  organization  of  a  company  could  well  be  profitably  employe*!  in  prose- 
it  ing  otlier  ventures  in  other  fields  and  effect  great  saving  in  purchasing  mate- 
tal  in  quantities.  Out  of  several  ventures  one  or  more  successes  might  be 
chieved.  If  there  were  (mly  one  venture,  and  only  one  oiHjration  or  lease 
ermitted  at  a  time,  and  that  venture  proved  to  be  a  "  dry  hole,"  the  company 
ould  become  disorganized  and  disband,  and  because  of  financial  disability 
nd  discouragement  would  never  again  embark  in  the  oil  business.  Unless 
iiere  is  hoi)e  of  being  permitted  to  prospect  several  domes  simultaneously,  and 
tie  leases  and  operations  corresx>ondlngly  multiplied,  there  is  no  "  encourage- 
lent '*  feature  in  the  bill.  Production  will  necessarily  be  curtailed;  operations 
rill  dwindle  and  future  development  will  rest  in  the  hands  of  tho.se  com- 
-anies  whose  past  operations  have  been  marked  with  success;  the  prospector 
or  oil  will  be  countetl  among  the  generations  dead  and  gone,  and  extensive 
indoveloped  oil  fields  will  He  dormant  for  the  unborn  generations  who  may 
«)t  have  to  cope  with  a  European  war. 

In  order  to  obviate  this  eventuality,  there  must  be  added  at  the  end  of  the 
irst  paragraph  of  remedial  section  17  the  clause,  "  in  each  geological  structure 
0  he  properly  defined  by  the  Secretary  of  the  Interior."  and  this  principle 
boil  Id  be  incorporated  by  a  similar  amendment  In  section  22,  the  general  leasing 
lertion  of  the  bill. 

When  the  original  oil-leasing  bill  was  drafted  the  Wyoming  oil  fields  were 
lot  developed.  Hence,  consideration  of  Wyoming  needs  were  not  and  could 
lot  have  been  taken  Into  account.  Were  It  otherwise  we  would,  of  course, 
luiv(»  been  invited  to  present  our  views,  because  we  well  know  that  Congress 
would  not  consummate  any  legislation  without  consulting  those  most  mate- 
rially affected  by  it.  By  striking  from  the  operation  of  the  bill  the  lands 
liuludofl  in  the  naval  reserves,  the  Wyoming  oil  fields  seem  to  be  the  principal 
lerritory  now  affected.  There  are  many  features  of  the  1)111,  as  It  stands,  which 
we  think  will  prove  cumbersome  and  Ineffectual  for  the  purpose  for  which 
It  is  intended,  but  we  accept  them,  although  reluctantly ;  but  fearing  the  con- 
8e<iuences  of  the  passage  of  the  bill  without  the  remedial  sections  16  and  17, 
witii  the  proposed  addition  to  the  first  paragraph  of  so(;tlon  17,  as  sot  forth 
In  the  resolution  of  the  oil  section  of  the  Colorado  Chapter  of  the  American 
Mining  Omgress,  we  earnestly  and  with  full  knowledge  of  the  gravity  of  the 
situation,  reqnest  the  passage  by  the  House  of  Senate  bill  2812,  with  the  addi- 
tion stated. 

Without  encumbering  this  brief  with  facts  and  figures,  the  perusal  of  which 
mitrht  prove  tedious  to  the  Members  of  the  House  reading  It,  we  nevertheless 
npl>en(l  hereto  some  rather  pertinent  facts  and  figures  as  to  area,  costs,  dlfficul- 
ti»^ii.  etc.,  which  will,  we  know,  throw  light  on  a  subject  with  which  some  may 
not  i»e  ctinversnnt,  and  earnestly  direct  attenti(m  to  tliem. 

Throughout  many  mass  m'^etings  of  oil  men  and  prospectors  which  have 
ifHvntly  been  held  in  Colorado  ancl  Wy<miing,  it  was  apparent  that  a  very  large 
majority  had  no  idea  .such  a  bill  was  pending  in  Congress ;  objections  were  made 
to  many  parts  of  the  bill  and  numerous  amendments  proposed.  The  judgment 
of  these,  however,  who  understand  the  trend  of  thought  in  Washington  and 
realize  the  certainty  of  a  leasing  bill  was  accepted,  and  the  committee  appointed 
to  draft  this  brief  was  finally  instructed  to  confine  itself  to  the  one  and  only 
,^aest  wlilch  we  believe  Congress  will  gi'ant,  viz,  that  embodied  in  the  resolu- 
tion, and  that  the  leasing  provisions  be  made  consistent  with  the  resolution  on 
the  theory  tliat — 

"  He  that  seeks  one  thing  in  life  and  but  one, 
May  hope  to  achieve  it  before  life  is  done; 
I  But  he  that  seeks  all  things  wherever  he  goes, 

I  Will  reap  from  the  hopes  which  around  him  he  sows, 

'  A  harvest  of  barren  regrets." 

;  Respectfully  submitted. 

George  L.  Nye, 
William  H.  Scofield, 
Abthub  Ponsford, 
J.  N.  Stoddard, 
C.  F.  Clay, 
R.  S.  Ellison, 
CommUtee  of  the  Oil  Section  Colorado  Chapter 
^  of  the  American  Mining  Congress, 

Bated  January  21,  19ia 
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Resolution  recommended  by  the  committee  on  resolutions  for  passage  by  a  conference 
of  western  mine  operators  represented  by  delegates  from  the  Idaho  State  Mining  Aaao- 
ciation,  the  Montana  Mine  and  Oil  Operators,  the  Nevada  Mine  Operators*  Association, 
the  Colorado  Metal  Mining  Association,  the  Northwest  Mining  Association,  and  the 
Utah,  Wyoming,  and  Colorado  Chapters  of  the  American  Mining  Congress,  called  by 
the  American  Mining  Congress  at  Denver,  Colo.,  January  22-23,  1918. 

Whereas  the  welfare  of  the  mining  industry  requires  closer  cooperation  In  an 
ever-increasing  degree  In  order  to  protect  the  best  interests  of  the  industry 
and  of  the  Nation  Itself: 

Resolved  by  the  general  conference  of  the  western  delegates  to  the  American 
Mining  Congress  in  convention  assembled,  in  Denver,  Colo.,  January  23,  1918, 
That  we  most  heartily  indorse  and  support  the  resolution  adopted  by  the  oil 
section  of  the  Colorado  Chapter  of  the  American  Mining  Congress  on  January 
11,  1918,  favoring  the  passage  In  the  House  of  Representatives  of  the  United 
States  of  Senate  bill  No.  2812  (commonly  known  as  the  Walsh-Plttman  bill), 
which  has  passed  the  Senate  and  Is  now  pending  before  the  House  of  Repre- 
sentatives. 

Further  resolved.  That  a  copy  of  this  resolution  be  forwarded  to  all  the  mem- 
bers of  the  Public  Lands  Committee  of  the  House  of  Representatives. 

Unanimously  adopted  by  conference  January  24,  1918. 

John  T.  Bubns, 
Western  Secretary,  The  American  Mining  Congress, 


APPENDIX  A. 

Following  covers  known  Wyoming  structures  drilled  and  undrilled,  as  of  date 
January  21, 1918 : 

Number  of  structures  and  prospects 145 

1.  Number  of  structures  drilled 92 

2.  Structures  undrilled  and  withdrawn   which  may  have  llght-oll  possi- 

bilities       3 

3.  Structures  undrilled  and  withdrawn  which  may  have  fuel-oil  possibilities-      7 

4.  Structures  undrilled,  not  withdrawn,  which  may  have  fuel-oil  possi- 

bilities       4 

5.  Structures  not  drilled  and  unfavorable 39 

Total 145 


APPENDIX  B. 

Following  statement  covers  structures  drilled  in  Wyoming  to  January'  21,  1918, 
showing  results  of  drilling : 

Total  number  of  structures  drilled 92 

1.  Number  of  structures  to  date  which  have  paid  returns  on  Investments, 

viz:  Salt  Creek,  Grass  Creek,  and  Elk  Basin  (per  cent  of  structures 

paid  commercially,  Si) 8 

2.  Number  of  structures  drilled  and  failures 46 

3.  Number  of  structures  producing  light  oil,  but  not  as  yet  paying 4 

4.  Number  proved  to  contain  light  oil,  but  withdrawn,  so  Inoperative 1 

5.  Number  proved  to  contain  light  oil,  but  not  yet  shown  to  justify  neces- 

sary pipe-line  to  market 2 

6.  Number  producing  fuel  oil,  but  not  yet  on  paying  basis 2 

7.  Number  shown  to  contain  fuel  oil,  but  not  developed 8 

8.  Number  producing  gas,  but  will  not  return  Investment 1 

9.  Number  producing  gas  and  not  yet  paying 1 

10.  Number  in  which  gas  In  large  quantity  developed,  but  no  market 3 

11.  Number  of  light  oil  domes  In  which  there  was  large  show  of  oil  and  yet 

financial  failure  after  265  wells  were  drilled 8 

12.  Number  drilled  showing  appreciable  quantity  of  gas,  but  not  yet  devel- 

oped   8 

13.  Number  showing  small  amount  light  oil  and  failure 4 

14.  Number  showing  small  amount  fuel  oil  and  failure 3 

15.  Number  showing  gas  and  failure 3 

Total 93 
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APPENDIX  C. 
Knoum  ioithdratoals  in  Wyoming  to  Jan.  21,  1918, 

Total  number  of  withdrawn  structures 05 

1.  Total  number  of  withdrawn  structures  drilled 53 

2.  Total  number  withdrawn  and  undrllled 12 

Total 65 

Total  number  withdrawn  structures  drilled,  comprising 53 

1.  Number  withdrawn  and  developed  to  paying  basis 8 

2.  Number  withdrawn,  producing  light  oil,  but  not  yet  paying  (one  Inopera- 

tive)   5 

3.  Number  withdrawn  and  producing  fuel  oil,  but  not  yet  paying 2 

4.  Number  withdrawn,  partly  drilled  and  possibly  favorable  light  oil 2 

5.  Number  withdrawn,  some  light  oil  developed,  but  failure 3 

6.  Number  withdrawn,  with  large  quantities  of  gas,  but  no  market 3 

7.  Number  withdrawn  showing  appreciable  quantity  of  gas,  but  not  de- 

veloped   5 

8.  Number  withdrawn  with  fuel  oil  showing,  but  failure 1 

9.  Number  withdrawn  and  marketing  gas,  not  paying 1 

10.  Number  withdrawn  and  prospect  fuel  oil,  but  not  developed 3 

11.  Number  withdrawn  and  prospect  light  oil 1 

12.  Number  withdrawn  and  prospect  for  gas 1 

13.  Number  withdrawn  and  failures 23 

Total 53 
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Acreage  of  known  withdrawaU  in  Wyoming  to  Jan,  21,  1918. 

Acres. 

Total  withdrawn  acreage  drilled ' 563, 260 

Total  withdrawn  acreage  undrllled 269, 814 

Total 833,074 

1-  Total  acreage  proved  unfavorable  for  oil  and  with  but  small  gas  de- 
velopment In  each  field  Included   (note  that  withdrawal  lines 
nearly  always  Include  more  than  50  per  cent  of  valueless  acreage).    79, 140 
'^.  Areas  in  which  some  oil  and  gas  developed,  but  not  yet  on  paying 

basis 44,160 

3.  Total  acreage  proved  unfavorable 323, 840 

4.  Withdrawn,  some  oil,  but  financial  failures 13, 080 

•*>.  Withdrawn  areas,  some  light  oil  developed,  but  not  yet  marketable-    12, 400 
B.  Total  acreage  proven  In  the  three  fields : 

Salt  Creek 4, 300 

Grass  Creek 2, 000 

Elk  Basin 350 

6,650 

Total  withdrawn  acreage  drilled 563, 260 

Total  acreage  withdrawn  In  above  three  paying  fields,  comprising — 

a.  Acreage  proven  value 6, 650 

&.  Acreage  outside  proven  area 83, 990 

Total 90, 640 

Per  cent  of  proven  land  out  of  total  withdrawn  acreage  ( 6,650/833,074 )_      0. 79 
Per  cent  of  proven  land  out  of  total  withdrawn  drilled  acreage  (6,650/ 
563,280) 1.18 
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APPENDIX  E. 

STATEMENT    OF    DRILLING    CONDITIONS    IN    WYOMING    AS    OF    JANUABY    21,    191S. 

The  possible  structures  favorable  to  the  accumulation  of  oil  are  few,  largely 
because  we  are  dealing  with  folds  iuunediately  adjacent  to  major  mountain 
uplifts. 

Many  of  the  folds  have  been  too  badly  faulted  to  traj)  oil,  or  they  have  l>een 
eroded  deeply  and  the  oil-bearing  sands  exposed.  Oil  will  not  become  entrapi)ed 
in  Wyoming  on  light  structures — terraces  or  structural  noses — as  in  the  eastern 
fields,  because  of  the  immense  hydrostatic  pressure  w'hich  must  and  does  exist 
adjacent  to  the  mountains.  (The  strong  folds  nearest  the  Allegheny  Mountains 
in  Pennsylvania  are  not  oil  bearing.)  This  accounts  for  the  fact  that  Wyom- 
ing, instead  of  being  uniformly  underlaid  by  great  lakes  of  oil,  has,  in  fact, 
but  few  favorable  structures  and  those  widely  separated  and  hK'alized.  A 
structure  must  not  only  offer  a  complete  trap,  but  the  strata  which  carry 
oil  must  be  deeply  covered,  and  the  structure  must  be  so  locate<l  with  respect 
to  the  whole  adjacent  structural  scheme  that  it  has  areas  positively  tributary— 
that  oil  may  be  collected.  (In  an  area  of  gentle  dips  or  undulating  strata 
and  with  the  accompanying  oil  collecting  medium  (water)  moving  gently 
under  small  head,  through  the  undulations,  the  forces  are  n(»t  p^>sitive  in  a 
powerful  sense  and  oil  may  accumulate  in  gentle  structures.) 

The  oil  prospector  in  Wyoming  must,  because  there  are  but  few  railroa«lN 
and  those  few  without  competition,  pay  an  excessive  freight  rate  on  his  eQui|^- 
ment;  his  base  of  supply  is  in  the  East  or  on  the  California  coast.  His  freijrlit 
by  wagon  from  the  railroad  is  high  because  the  teams  are  more  expensive, 
wages  are  high,  and  the  roads  are  uniformly  bad. 

Wyoming  is  arid;  streams  occur  at  widely  separated  intervals,  and  tlu^re 
are  but  few  springs  in  the  areas  worthy  of  prospect  sufficiently  large  to  supi>ly 
a  drilling  operation.  In  one  case  water  for  drilling  was  punii)ed  4^  mi  Us. 
Often  coal  nnist  be  hauled  from  15  to  30  miles. 

The  oil  prospector  in  Wyoming  must  fully  (Miuii)  himself  because  he  has  no 
near  source  of  supply.  Thus  his  string  of  tools  must  lu^eds  he  not  only  of  the 
best  character,  but  he  must  have  it  most  complete — with  a  long  list  of  sill 
sizes  of  drilling  tools,  of  expensive  fishing  tools,  underreamers.  etc.  (The  latter 
in  eastern  fields  may  usually  be  rented  at  short  notice  from  a  local  supply 
house.)  If  the  prospector  does  not  have  a  tool  when  needeil,  he  must  often 
await  weeks  its  arrival  by  freight  or  express,  while  his  men  are  idle  on  full 
pay. 

The  oil  prospector,  since  there  is  usually  no  ranch  near  his  operation,  must 
build  a  boarding  house  and  bunk  houses  of  character  to  house  his  men  (nnii- 
fortahly  during  the  long  winters. 

The  oil  prosi)ector,  if  he  contracts  his  well,  must  pay  exce.sslvely  for  the 
drilling  because  of  the  unfamiliar  strata  to  be  drilled.  If  he  does  not  contract 
the  work  he  must  employ  the  best  of  men  at  an  increased  wage  l)ecaiise  of  the 
crude  environment.  lie  nitist  start  an  unusually  large  hole  and  make  frequent 
use  of  the  underreamer  that  the  hole  may  be  kept  large — prepared  for  any  emer- 
gency. 

Wyoming  averages  above  a  mile  in  altitude,  and  the  latitude  is  beyond  north 
41°.  The  long  severe  winters  make  the  drilling  operations  at  that  time  either 
impossible  or  extremely  expensive. 

In  Wyoming,  unlike  many  of  the  eastern  fields,  the  oi)erator  must  succeeil  In 
developing  a  large  daily  production,  otherwise  he  will  be  unable  to  afford  the 
long  pipe  lines  necessary  to  reach  the  market.  To-day  there  are  at  least  two 
areas,  each  with  several  oil  wells,  both  of  which  are  upwards  of  80  miles  from 
transportation.  Unless  a  much  larger  development  is  shown,  this  oil  may  never 
reach  the  market.  There  are  at  least  two  highly  developed  gas  fields  in 
Wyoming — one  40  and  one  15  miles  from  the  railroad.  There  is  no  market  for 
the  gas  justifying  the  expense  of  necessary  pipe  lines.  In  the  Mid-Continent 
and  East,  on  the  contrary,  where  there  is  usually  a  network  of  pipe  lines,  the 
operator  has  none  of  these  difficulties ;  the  pipe  line  is  ready  to  **  connect  on,*' 
when  the  production  is  developed,  and  as  rapidly  as  developed. 

When  a  field  has  been  demonstrated  to  be  a  commercial  field — worthy  of  the 
Immense  expense  necessary  in  W^yomlng  for  marketing — ^pipe  lines,  refioeri^ 
tank  cars,  etc.,  certain  of  these  expenses  of  prospecting  decline. 

The  drilling  costs  become  less  since  the  stratigraphic  conditions  are  known. 
Certain  expensive  tools  may  serve  many  drilling  operations.  There  is  economy 
in  the  whole  larger  operation. 


OIL  UEASaXQ  UUfDB.  446 

Finally,  the  Wyomlns  producer  is  always  confronted  with  higher  costs  of 
living,  with  higher  wage  scale,  excessive  freight  on  equipment,  with  expensive 
pipe  lines  and  r^neries.  His  ratio  of  profit  on  refined  products  is  much  less 
than  his  eastern  competitor. 


In  thb  Mattes  of  Senate  Bill  2812,  Pending  Before  the  Committee  on  Pxtblio 
Lands  in  the  Hottse  of  Representatives  of  the  United  States — ^Bbief  Filed 
IN  Suppost  of  the  Measure,  with  Certain  Slight  Modifications  by  the 
Wyoming  Chapter  of  the  American  Mining  Congress. 

The  undersigned  constitute  a  committee  appointed  January  17,  1918,  by  the 
Wyoming  Chapter  of  the  American  Mining  Congress,  embracing  in  its  member- 
ship practically  all  of  the  active  oil  operators  and  prospecting  companies  in  the 
State  of  Wyoming,  for  the  purpose  of  preparing  and  presenting  an  authoritative 
statement  of  the  oil  industry  of  Wyoming,  as  (a)  to  existing  claims,  and  as 
(6)  to  the  character  of  leasing  legislation,  which  experience  and  conditions  in 
Wyoming  require. 

Nearly  every  operator  In  Wyoming  was  represented  at  said  meeting,  and  this 
committee  was  instructed  to  prepare  this  brief  In  support  of  the  Walsh  bill, 
with  these  definite  modifications : 

(1)  Granting  the  successful  prospector  a  lease  upon  one-eighth  royalty  upon 
the  entire  nrea  within  his  permit,  2,.^(jO  Mcres  if  In  niiprovon  or  **  wiUlcjit "  terri- 
tory, and  640  acres  if  in  proven  territory. 

(2)  Permitting  a  single  organization  to  hold  more  than  one  lease,  but  a  lim- 
ited number. 

(3)  Not  penalizing  as  a  felony  the  holding  of  stock  Interests  In  several  com- 
panies owning  leases. 

(4)  Betalning  and  liberalizing  the  provisions  for  the  protection  of  those  who 
are  now  seeking  to  develop  land  under  the  placer  mining  law. 

These  proposed  modifications  are  substantially  those  urged  by  another  com- 
mittee (Messrs.  Schwartz,  Clark,  and  Miller),  appointed  by  a  meeting  of  the 
Wyoming  Oil  Men*s  Protective  Association  at  Casper  on  December  28,  1017, 
which  committee  has  requested  a  hearing  before  the  House  committee  and  which 
committee  was  referred  to  In  the  Senate  debate.  The  Wyoming  Oil  Men's  Pro- 
tective Association  and  the  Wyoming  Chapter  of  the  American  Mining  Congress 
are  In  absolute  accord  and  ask  the  same  relief. 

T.    ACKEAGE   ALLOWED   ST'CCERSFI'L  PKOSPEOTOR. 

Botli  House  and  Senate  bills  fix  the  area  upon  whii-li  proi)sectin^  permit  is 
to  be  issued  at  640  acres  or  2,560  acres,  flopeiulinpr  upon  the  distance  from  a  pro- 
ducing? well — 10  miles  in  the  House  bill,  and  in  the  Senate  bill,  before  amend- 
ment, 20  mllc^.  At  the  instance  of  the  committee  of  the  Wyoming  Oil  Men's 
Protective  Association,  the  Senate  bill  was  amended  to  make  location  with 
respect  to  proven  geological  structure  the  determining  factor,  which  we 
strongly  approve :  because  the  man  drilling  Just  beyond  the  proven  water  line 
of  a  field  has  no  chance  to  get  oil.  while  the  man  50  miles  away  might  have 
a  chance,  for  he  might  be  on  another  structure.  Distance,  as  such,  has  no  sig- 
nificance in  fixing  the  probabilities  of  discovering  oil.  Therefore,  we  favor  a 
dome  or  stiiicture  fis  the  limit. 

Both  bills,  before  the  Senate  amendment,  granted  the  successful  prospector 
the  right  to  patent  upon  one-fourth  of  the  area  in  his  i)ermit,  viz,  160  acres  In 
semiproven  terrltor>-  and  640  acres  in  unproven  territory.  The  Senate  amended 
its  bill  to  give  the  successful  prospector,  in  addition  to  the  patent,  a  lease  upon 
the  remainder  of  the  area  within  the  permit.  This  we  consider  a  most  important 
HMxlification.  In  the  light  of  W'yomlng  experience  and  conditions,  and  one  which 
should  be  retalne<l  If  the  law  Is  to  accomplish  Its  professed  purpose  of  promoting 
the  production  of  oil. 

Greater  acreage  should  be  allowed  the  successful  prospector.  The  Geological 
Survey  reports  that  in  1917,  despite  a  large  Increase  In  production,  there  was 
*  great  net  loss  in  oil  reserves  In  this  country.  This  Increased  demand  for  oil 
Is  coincident  with  a  steady  decline  in  the  production  of  oil  fields,  and  for  the 
additional  supply,  greatly  needed,  we  must  look  to  new  fields — fields  as  yet  un- 
discovered, although  the  entire  country  has  been  scoured  by  an  army  of  geolo- 
Jrtsts  and  scouts,  or.  If  discovered,  they  are  not  sufficiently  attractive,  even  in 
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these  days  of  high  prices  for  oil  and  easily  secured  capital,  to  jostlfy  drilling 
even  though  it  Is  possible  by  placer  locations  to  secure  possession  of  the  entire 
field. 

The  development  of  new  fields  depends  very  largely  upon  the  so-called  *'  wild- 
catter/* the  corporation  or  association  (rarely  a  single  individual,  because  for 
one  the  expense  is  usually  prohibitive)  which  ventures  into  the  desert,  defines 
a  supposed  oil  structure,  and  drills.  The  "  wildcatter  "  may  be  inspired  by  little 
sentiment  of  patriotism,  by  little  pride  in  achievement,  by  little  love  of  advai- 
ture,  but  mainly  by  the  hope  of  great  gain.  Because  his  risk  is  so  great  and 
his  chance  to  win  so  small  he  is  encouraged  only  by  the  prospect  of  a  big  reward 
if  he  be  the  one  in  many  to  find  a  "  gusher."  The  House  and  Senate  committees 
realize  all  this,  we  doubt  not,  and  have  concluded  that  the  prospect  of  securing 
640  acres  of  rich  oil  land  sufficient  to  lure  the  prospector.  But  the  chance  that 
the  land  has  any  oil  at  all  is  so  slender,  and  the  probability  that  if  it  has  oil 
the  quantity  will  be  sufficient  to  make  the  fleld  imying  is  so  slight,  that  we  con- 
fidently declare  that  such  a  prospective  reward  will  not  tempt  the  "wildcatter" 
to  seek,  define,  and  drill  the  structures  which  now,  after  years  of  the  most  in- 
tense search  and  development,  remain  unknow^n  or  undrilled.  We  base  thte 
statement  upon  the  conditions  in  Wyoming,  the  only  State  to  be  Immediately 
affected  by  the  proposed  law  and  the  State  which  is  typicnl  of  the  other  i)ul»l in- 
land States  to  which  the  law  may  hereafter  apply. 

We  attach  hereto  Appendix  A,  a  statement  showing  the  drilling  experience  in 
Wyoming.  Out  of  more  than  90  supposed  structures  which  have  been  drilled, 
only  3  have  been  discovered  which  have  paid  a  dollar  of  net  income  above  drill- 
ing expense,  and  only  two  more  have  been  developed  to  the  point  where  they 
promise  to  pay  dividends.  All  the  balance  are  problems,  the  great  majority 
definitely  so.  because  proven  wholly  barren,  some  not  so  clearly,  because  drillinsr 
is  still  continuing,  or  some  oil  was  developed  but  in  insufficient  quantities  to 
pay. 

Consider  this  example:  The  Humphreys  Syndicate,  in  the  face  of  those  ad- 
verse reports  which  the  "  wildcatter  "  always  nmst  disregard,  drilled  what  Is 
known  as  the  Cole  Creek  field,  6  miles  north  of  the  Big  Muddy  field,  near  Cas- 
per, Wyo.  It  was  estimated  the  well  would  cost  $100,000.  It  actually  cost  over 
$200,000  and  was  a  complete  failure.    This  is  not  unusual. 

A  640-acre  tract  would  not  have  aitracte<l  this  association:  on  the  con- 
trary, it  secured  leases  on  8,000  acres  and  would  not  proceed  with  this  work, 
which  might  have  introduced  into  the  producing  zone,  a  new  field,  until  it  hnd 
substantially  the  whole  of  the  supposed  structure. 

Knowing  the  small  chance  of  success,  even  in  small  degree,  familiar  witli 
the  very  low  average  production  in  such  wells,  as  do  have  oil,  this  association 
would  never  have  drilled  this  field  had  the  law  restricted  its  possible  reward 
to  640  acres  or  three  times  that,  and  allow  three-fourths  to  be  taken  away,  after 
being  proven  by  its  expenditure. 

A   DIFFKRENCE   IN    FIELDS. 

Whatever  may  be  the  situation  in  the  Eastern  and  mid-Continent  fields,  the 
productive  areas  in  Wyoming  are  very  small.  The  richest  and  largest  field  in 
the  State,  Salt  Creek,  contains  approximately  4,000  acres.  The  Big  Muddy  field 
is  supposed  to  have  not  more  than  3,000  acres  In  the  productive  area,  and  with 
these  two  exceptions  no  proven  field,  even  of  very  small  ])rcKlnction,  itintains 
more  than  1,500  acres. 

As  a  whole,  the  Wyoming  fields  are  of  the  class  known  as  deep  territory,  the 
paying  sand  in  the  Big  Muddy  field  being  found  at  from  3.000  to  .S.400  feet. 
The  most  expert  geologist,  after  the  most  painstaking  field  examination,  axn 
not  do  more  than  determine  the  approximate  location  of  the  axis  of  the  anticline, 
and  only  by  actual  drilling  can  the  exact  location  within  the  dome  of  the  Imiwr- 
tant  production  be  determined,  and  the  drilling  of  one  producing  well,  which  will 
compel  the  prospector  to  select  his  area  as  the  House  bill  now  stands,  doe* 
nothing  more  than  prove  the  existence  of  the  oil  and  gives  no  further  knowledge 
as  to  the  size  and  shape  of  the  structure  than  was  known  before.  This  is  an 
added  reason  why  in  actual  practice  the  "wildcatter"  insists  upon  securing 
very  large  acreage,  much  larger  in  fact  than  the  supposed  dome,  for  he  is  thus 
protected  if  he  discovers  oil  and  knows  that  he  will  secure  a  valuable  part  of 
the  field  wherever  it  may  be  found,  and  that  he  will  not  prove  a  field  for  some 
one  else  to  get  the  real  returns.  A  very  dear  example  of  this  attuation  has  been 
famished  recently  in  the  Big  Muddy  field. 


OIL  LEASING  LAKDB.  447 

Big  Muddy  was  reported  upon  adversely  by  the  geologists  of  several  operators 
before  It  was  "  wildcatted."  Now,  the  bulk  of  tlie  land  is  owned  by  the  State 
of  Wyoming.  One-year  prospecting  permits  were  secured  covering  the  entire 
area  8uppose<1  to  be  within  the  structure.  The  drilling  operations  were  carried 
on  upon  the  southern  side  of  the  anticline,  and  the  difficulty  (»f  drilling  was  so 
ffresit  by  reason  of  the  caving  formations  that  only  a  few  shallow  wells  had  been 
drilled  when  the  permits  expired,  and  the  association  was  compelleil  to  select 
five  or  six  sections  of  land  and  release  the  balance  which  was  leased  to  others, 
who,  now  after  the  discovery  of  oil  in  the  shallow  sands,  had  proven  the  exist- 
ence of  an  oil-bearing  structure  contrary  to  the  opinion  of  the  geologists,  were 
more  than  willing  to  drill  upon  small  areas. 

The  Humphrey  association  naturally  retained  the  land  upon  which  it  had 
found  oil,  and  after  more  than  a  year  of  the  most  Intensive  drilling  by  many 
operators  it  is  now  known  that  the  axis  of  the  anticline  is  not  where  it  was 
supposed  to  be ;  that  the  big  production  is  upon  the  north  side  of  the  anticline 
and  that  the  wells  first  drilled  by  the  Humphrey  association  are  upon  the 
poorest  producing  portion  of  the  area  which  it  did  retain,  and  the  association 
has  made  the  hoped-for  profit  from  its  venture  only  because  it  was  able  to 
retain  a  considerable  area  which  has  now  been  found  to  contain  the  big  pro- 
duction. If  It  had  been  compelled  to  select  640  acres  when  it  had  drilled  its 
first  well  or  its  first  three  or  four  wells,  it  would  have  sele<ted  very  i)oor  terri- 
tory and  would  have  lost  all  good  territoi-y. 

Not  only  would  the  restricted  acreage  granted  by  the  House  bill  and  by  the 
Senate  bill  before  amendment  discourage  the  prospector,  but  the  leasing  pro- 
vision would  make  it  unnecessary  for  the  bulk  of  the  prospectors  to  go  into 
unproven  territory.  The  prospector  is  looking  only  for  production.  If  he  can 
pecure  territory  within  a  field  which  has  already  been  proven,  he  need  not  ex- 
pend his  money  in  the  hazardous  gamble  of  "  wildcatting,"  and  he  considers 
himself  extremely  fortunate  and  will  bid  a  big  bonus  In  order  to  secure  such  a 
lease.  For  this  reason  it  is  not  necessary  in  order  to  promote  production  to 
give  leases  for  even  as  much  as  160  acres  of  land  In  proven  territory,  and  the 
only  reason  for  retaining  that  particular  provision  In  the  lease  law  is  to 
prevent  careless  operation,  overdrilllng,  and  waste. 

It  Is  only  when  he  can  not  secure  proven  territory  that  the  prospector  will 
undertake  the  immense  expense  of  "  wildcattlng,"  and  the  provisions  now  found 
In  the  House  bill  will  remove  this  necessity,  for  the  great  body  of  "wild- 
catters "  will  be  advised  by  the  United  States  that  whenever  any  more  venture- 
some association,  through  the  expenditure  of  $100,000  or  $200,000,  has^roved 
that  a  supposed  field  is  real  the  Government  virill  limit  that  association  to  640 
Acres  and  will  throw  open  to  competitive  bidding  all  of  the  balance  of  the  area. 

It  will  be  but  natural  for  the  prospecting  association,  with  one  or  two  hun- 
dred thousand  dollars  to  invest,  to  save  its  money  and  wait  until  someone  else 
bas  proven  a  field  and  then  bid  away  from  him  the  lease  upon  the  adjoining 
land,  the  drilling  of  which  will  now  not  be  much  of  a  gamble. 

We  therefore  urge  that  the  restricted  acreage  allowed  by  the  House  bill  will 
jq*eatly,  if  not  almost  wholly,  discourage  future  prospecting,  first,  by  removing 
the  already  too  slender  chance  of  tremendous  reward  for  success  and,  secondly, 
by  oflfering  the  opportunity  to  secure  proven  land  without  the  risk  of  "wild- 
eattlng." 

The  provision  of  the  Walsh  bill  granting  a  patent  for  one-quarter  the  area 
and  a  lease  upon  the  remainder  would  be  entirely  satisfactory,  but  Is,  we 
l)elleve,  somewhat  aiH)malous  In  a  so-called  leasing  measure. 

Whatever  may  be  said  of  the  other  industries  affected  by  the  bill,  the  oil 
business  has  been  built  upon  leases.  We  are  familiar  with  leases,  we  have  no 
difficulty  in  raising  abundant  capital  upon  them,  and  they  are  entirely  satis- 
taetory  to  us,  and  Inasmuch  as  one  of  the  important  purposes  to  be  subserved 
by  the  proposed  legislation  Is  to  retain  public  ownership  and  final  control  of  our 
mineral  resources,  to  permit  strict  regulation,  to  prevent  waste  and  monopoly, 
we  would  suggest  that  the  provision  of  the  Walsh  bill  be  modified  by  discard- 
ing the  patent  feature  entirely  and  giving  the  successful  prospector  a  lease  for 
20  years  upon  one-eighth  royalty  upon  the  entire  area  in  his  permit,  with  right 
to  renew  on  proper  terms. 

Prom  the  standtx>lnt  of  Fe<leral  revenue  we  believe  that  in  the  final  outcome 
this  policy  would  at  least  be  as  favorable  as  that  of  the  present  House  bill,  for, 
although  the  bonuses  offered  for  leases  upon  the  area  taken  from  the  prospector 
would  be  large  enough  to  prevent  him  from  securing  the  leases,  they  would  not 
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be  greater  than  the  ad(le<l  royalty  recelve<l  by  the  Grovenimeut  from  the  acreage 
which  otherwise  M'oiild  be  patented,  and  Government  control  would  be  continued 
over  the  entire  area. 

II.  NITMBEB   OF   1JCA8EB    TO   BE  PERMTTTED. 

The  Walsh  bill  prohibits  a  single  interest  from  holding  more  than  2,560  acres 
under  lease,  which  would  restrict  it  to  a  single  lease  if  lease  area  be  enlarged 
as  we  have  urged.  The  House  bill  expressly  restricts  the  single  association  to 
one  lease.  These  and  other  provisions  to  which  we  shall  later  direct  attention 
are  intended  to  prevent  monopoly  in  production,  a  danger  which  we  are  con- 
fident is  purely  fanciful,  for  the  oil  monopoly  which  has  been  dangerous  In  the 
past  and  which  may  be  vicious  in  the  future  is  the  monopoly  in  refining^. 
which,  on  the  one  luuid.  fixes  tlie  price  paid  the  producer  of  the  crude  oil,  anil 
on  the  other  hand.  (*ontn»ls  the  price  chargp<l  the  cnmsumer  of  the  refined 
product. 

We  represent  a  very  hirge  ])ody  of  oil  operators  who  are  personally  and 
directly  interested  in  preventing  monopoly  In  the  ownership  of  oil  lands,  for 
such  a  monopoly  would  put  them  all  out  of  business;  but  they  do  not  believe 
that  the  prevention  of  such  a  monopoly  requires  such  drastic  limitation  as  this« 
but  that  such  a  restriction  would  not  only  seriously  retard  the  development  of 
our  oil  resources  but  may  tend  to  prevent  competition  in  refining. 

If  Wytmiing  were  a  State  of  big  producing  fields  the  restriction  would  not  be 
so  serious,  but  our  average  production,  and  accordingly  our  expecte<l  production 
is  relatively  small. 

In  the  past  year  a  great  many  of  the  substantial,  well-capitalized  companies 
of  the  Mld-Coutinent  field  have  carrie<l  on  extensive  prospecting  work  with  a 
view  to  engaging  in  extensive  drilling  operations  if  favorable  territory  can  be 
secured,  and  many  more  of  these  companies  are  planning  to  enter  Wyoming 
during  this  year.  None  of  them  will  be  interested  in  the  public-land  States  If  a 
single  IcMst'  is  to  limit  their  activities.  They  know  that  they  can  not  expect 
any  very  large  production,  and  It  Is  not  worth  their  time,  trouble,  and  expense 
to  maintain  the  organization  necessary  for  carrying  on  business  in  Wyoming: 
If  tliey  can  not  secure  at  least  four  or  five  leases  in  different  fields.  This  state- 
ment is  not  purely  fanciful.  Several  very  substantial  companies  have  already 
stopped  prospecting  work  and  are  simply  marking  time  waiting  to  see  whether 
the  leasing  bill  passes  Congress,  and  if  It  will  enable  tbem  as  a  matter  of 
busln(?^s  to  engage  in  the  oil  business  in  Wyoming. 

If  one  company  can  have  but  one  lease  that  mlglit  well  be  where  failure  would 
en.sue ;  then  It  would  be  cmt  of  business,  with  Its  money  spent. 

We  do  not  ask  that  the  limit  of  the  number  of  leases  be  removed  entirely, 
for,  as  has  been  said,  we  are  as  anxious  as  the  United  States  Government  to 
prevent  monopoly  in  ownership,  but,  as  shown,  some  more  liberal  provision 
should  be  substituteil. 

In  an  early  stage  the  Senate  bill  contained  the  limitation  of  one  lease  within 
an  area  50  nn'les  square.  Any  limitation  of  this  character  will  accomplish 
the  purpose  of  preventing  monopoly  and  at  the  same  time  will  enable  those 
substantial  oil  companies  to  which  we  must  look  for  real  development  work  to 
ojTorate.    We  think  the  limit  should  be  to  a  structure. 

We  believe  that  our  requests  as  above  set  forth,  first,  for  an  Increased  acre- 
age In  a  single  lease,  and  secondly,  for  a  nniltlpllcity  of  leases,  are  fully  sup- 
ported by  the  regulations  of  the  Department  of  the  Interior,  with  respect  to 
leases  upon  Indian  lands  in  Oklahoma.  There  the  department  has  had  full 
authority,  has  been  able  to  modify  its  regulations  from  time  to  time  as  actual 
experience  has  required,  and  as  the  result  of  all  of  its  experience  has  reached 
the  con(»lusl<m  that  single  leases  should  be  of  even  greater  extent  than  we  here 
ask,  and  that  multiplicity  of  leases  Is  entirely  proper  if  controlled  by  a 
structure. 

III.  PROHIBITION    OK    STOCK    OWNERSHIP. 

Se(?tlon  22  of  the  Ferris  bill  prohibits  any  person  from  holding  interest  as  a 
stockholder  or  otherwi.se  in  leases  which  together  with  other  similar  Interests, 
direct  or  Indirect,  held  by  him,  give  him  a  total  interest  In  excess  of  the  area 
allowed  any  single  person  or  conwration.  This  section  accomplishes,  we  bo- 
Heve,  the  purpose  intende<l.  Section  22  of  the  Walsh  bill  was  designed  ap- 
parently to  accomplish  the  same  end,  but  as  construed  by  many  of  the  lawyers 
in  Oonicress  an<l  out,  who  have  consldere<l  It.  this  section  prohibits  a  person 
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from  holding  stock  in  two  companies,  each  of  which  has  the  maximum  area 
under  lease,  and  by  section  23  the  acquisition  or  holding  of  such  stoclt  interests 
lA  made  a  felony,  punishable  by  imprisonment  and  ftne.  We  can  not  believe 
that  Congress  or  any  committee  of  Ck)ngress  has  intended  to  make  a  felony  of 
a  perfectly  innocent  everyday  transaction,  such  as  buying  stock  in  oil  com- 
panies. Such  legislation  would  bring  disaster  to  the  oil  business,  certainly  to 
any  future  oil  promotions,  because  all  oil^companies  are  financed  through  the 
sale  of  stock  to  the  general  public,  and  as  the  Walsh  bill  now  stands  the 
ownership  of  a  single  share  In  each  of  two  companies  holding  lenses  would  be 
a  felony. 

The  Ferris  bill  prohibits  a  single  individual  from  securing  through  stock 
ownership  a  greater  aggregate  right  than  he  could  acquire  directly  and  Is  en- 
tirely adequate  to  prevent  the  monopoly  aimed  at.  If  CJongress  Intends  to  go 
beyond  this  point,  and  prohibit  stock  ownership  in  different  companies  holding 
leases,  it  should  at  least  except  such  slight  stock  holdings  as  could  not  pos- 
sibly influence  the  control  of  the  company  or  induce  the  consolidation  of  leases 
in  operation. 

In  this  same  connection  we  ask  that  such  provision  as  may  be  evolved  from 
section  23  of  the  two  bills  be  carefully  considered,  so  that  the  ultimate  law  will 
not  prohibit  the  owners  of  leases  from  engaging  in  either  the  refining  or  the 
pipe  line  business  under  such  proper  restrictions.  If  any,  us  may  be  considered 
advisable. 

To  illustrate  the  situation,  we  may  take  as  an  example  the  Moororoft  field  in 
the  extreme  northeastern  portion  of  Wyoming,  where  some  little  oil  has  been 
discovere<l.  If,  in  this  territory,  substantial  production  should  be  found  by  a 
lessee  of  public  land  he  would,  unless  section  23  is  carefully  franietl,  find  him- 
self with  a  worthless  property  upon  his  hands.  Ten  miles  from  the  railroad 
he  could  not  engage  capital  to  construct  a  pipe  line  to  carry  his  oil.  Several 
hundred  miles  by  railroad  from  the  nearest  refinery  at  Casper  in  the  central 
part  of  the  State,  which  could  be  reacheil  only  by  passing  through  several  other 
States,  he  would  find  himself  prohibited  from  constructing  his  own  refinery  if 
production  warranted.  Before  the  Senate  bill  was  amended  on  the  floor  he 
could  not  directly  or  indirectly  have  any  interest  whatever  in  either  a  pipe 
line  or  a  refinery.  As  the  Ferris  bill  now  stands  he  can  not  have  more  than  a 
tenth  interest  in  a  refinery  (if  that  be  the  proper  construction  of  the  section), 
and  can  make  no  possible  use  of  his  oil  unless  someone  else  whose  terms  he 
must  acc^t  is  willing  to  build  a  plant. 

We  have  no  knowledge  of  any  danger  or  vice  developed  in  past  experience 
which  requires  any  sort  of  prohibition  of  this  character,  but  assume  that  it  is 
necessary.  We  do  ask,  however,  that  the  legislation  upon  this  point  be  so 
framed  that  those  who  develop  new  fields  may  transport  their  oil  and  refine  it 
if  no  refinery  be  near. 

IT.  PBOyXBIONB  108  VBOTBCTION  OT  FBESElTr  CT.ATlfANTS. 

The  greater  number  of  those  now  engaged  in  the  oil  business  in  Wyoming  are 
directly  interested  in  the  QO-called  relief  provisions  of  these  bills,  for,  of  course, 
they  have  had  to  operate  under  existing  law.  The  oil  fields  are  but  recently 
opened,  and  in  hundreds  of  cases  some  of  the  steps  necessary  to  effect  a  placer 
location  have  not  yet  been  taken. 

Prior  to  the  meeting  of  the  Wyoming  Chapter  of  the  American  Mining  Con- 
gress, at  which  this  committee  was  appointed,  the  Colorado  Chapter  adopted 
resolutions  especially  requesting  the  retention  in  the  final  act  of  sections  16  and 
17  of  the  Walsh  bill  with  one  amendment  of  the  last  section.  A  committee  from 
that  chapter  has  prepared  a  statement  and  brief  supporting  these  provisions. 
We  most  heartily  concur  In  the  argument  of  the  Colorado  Chapter,  and  shall  not 
here  discuss  the  general  conditions  which  make  relief  provisions  Just  and 
necessary. 

The  resolutions  of  our  Wyoming  meeting,  while  embodying  in  their  entirety 
the  matters  contained  in  the  Colorado  resolution,  are  broader,  including,  on  the 
one  hand,  recommendations  which  we  have  already  discussed,  relative  to  the 
general  leasing  system  as  a  future  policy,  and  on  the  other  hand,  requesting  one 
additional  amendment  to  section  17  of  the  Walsh  bill,  as  follows : 

"  Resolved  by  the  Wyoming  Chapter  of  the  American  Mining  Congress,  That 
in  keeping  with  the  purpose  of  Senate  bill  No.  2812,  entitled  'A  bill  to  en- 
courage and  promote  the  mining  of  coal,  phosphate,  oil,  gas,*  etc.,  we  urgently 
request  that  sections  16  and  17  of  said  Senate  bill  be  included  in  the  House 
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bill  touching  the  premises,  and  that  there  shall  be  added  to  the  first  paragraph 
of  said  section  17  the  following  words :  *  Within  each  geological  dome  or  struc- 
ture to  be  properly  defined  by  the  Secretary  of  the  Interior.* 

"Also  resolved.  That  there  be  added  to  the  second  paragraph  of  said  section 
17,  by  inserting  tffter  the  words,  *  If  the  claim  was  initiated  within  less  than 
five  years  prior  to  the  withdrawal,*  yie  following :  *  or  who  under  a  bona  fide 
claim  of  discovery  expended  in  work  or  improvements  for  each  claim  during 
each  year,  when  not  included  in  a  withdrawal,  the  amount  required  by  section 
2324,  Revised  Statutes  of  the  United  States,  and  has  never  abandoned  said 
claim,  if  located  more  than  five  years  prior  to  a  withdrawal.* 

*'  Be  it  further  resolved.  That  the  general  leasing  provisions  of  the  Walsh  bill 
should  be  modified  by  placing  a  more  liberal  limitation  upon  the  number  of 
leases  which  may  be  held  in  a  single  interest,  such  as  one  lease  within  one  dome 
or  structure  and  by  amending  the  stockholders  provision  in  section  22  to  permit 
a  stock  interest  in  several  leases;  that  the  successful  prospector  be  granted  a 
right  to  lease  the  entire  area  within  his  permit ;  and  that  CJongress  be  requested 
to  enact  the  Walsh  bill,  or  one  of  substantially  the  same  tejior,  with  the  amend- 
ments here  proposed. 

**  Be  it  furtJier  resolved.  That  the  elimination  of  sections  16  and  17,  as  above 
mentioned,  from  the  Senate  bill,  as  we  are  advised  is  proposed  to  be  done  in  the 
House,  would  annihilate  and  destroy  the  investment  of  millions  of  dollars  In 
property  rights  in  the  oil  industry  in  Wyoming,  Colorado,  and  other  Western 
States  and  in  the  mid-continent  field,  and  throw  out  of  employment  a  vast  army 
of  workers  now  bending  every  energy  to  increase  the  production  of  oil,  so  neces- 
sary to  the  successful  prosecution  of  the  war,  in  which  every  patriotic  citizen 
is  vitally  interested,  and  would  thus  defeat  the  purpose  of  the  bill." 

AS  TO  TIME  LIMIT. 

By  adding  after  the  word  "  withdrawal "  in  line  18,  on  page  15,  section  17  of 
the  Walsh  bill,  the  following :  **  Or  whom  under  a  bona  fide  claim  of  discovery 
expended  in  work  or  improvements  for  each  claim  during  ench  year,  when  not 
included  in  a  withdrawal,  the  amount  required  by  section  2324,  Revised  Statutes 
of  the  United  States,  and  has  never  abandoned  said  claim,  is  located  more  than 
five  years  prior  to  a  withdrawal,**  we  think  all  rights  protected. 

This  added  amendment  is  urged  in  order  that  the  remedial  features  will  cover 
a  number  of  cases  which  are  equally  entitled  to  protection  as  those  already 
given  protection  by  section  17  as  it  stands,  and  upon  this  point,  as  well  as  in 
the  other  recommendations  of  the  Wyoming  Chapter  of  the  American  Mining 
Congress,  we  support  the  request  already  made  by  the  Casper  committee  of  the 
Wyoming  Oil  Men*s  Protective  Association,  which  was  presented  to  individual 
Members  of  Congress,  and  seeks  opportunity  to  present  to  the  House  committee 
the  reasons  for  this  and  other  amendments. 

If  section  17  is  left  the  way  It  now  stands  in  the  Senate  bill  it  means  reward 
in  many  instances  to  tenderfoot  jumpers  at  the  expense  of  old-time  bona  fide 
locators  who  blazed  the  way  back  in  the  eighties  and  nineties,  and  who  have 
legally  maintained  their  claims  themselves  or  through  their  successors  in 
interest. 

We  favor  no  time  limit  in  section  17,  such  as  the  five-year  limit,  as  we  think 
old  claims  under  the  placer  law  should  proceed  as  usual  under  it,  but  we  make 
no  serious  objection  to  section  17  if  the  rights  of  all  are  clearly  protected  by 
language  substantially  as  we  have  suggested. 

Respectfully  submitted. 

Fbank  G.  Cubtis, 
John  D.  Clabk, 
Jas.  G.  Stanley, 
Committee  for  the  Wyoming  Chapter  of 

the  Am^^rican  Mining  Congress. 

Mr.  Clark.  Appendix  A  sets  forth  the  known  and  hoped-for  oil 
fields  of  Wyoming.  The  total  number  of  structures  that  at  this 
time  have  been  or  are  now  considered  as  possibly  oil-bearing  areas 
is  145.  We  have  placed  a  map  of  Wyoming  over  the  California 
map,  but  it  is  so  difficult  to  make  out  the  lines  at  this  distance  that 
it  will  not  mean  much  to  you.    That  is  a  map  issued  by  the  Govern- 
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nieiit  showing  in  yellow  all  the  withdrawals  in  Wyoming.  The  sup- 
posed number  of  structures  existing  in  the  State  is  145,  and  of  those 
92  have  been  drilled  and  there  are  52  that  have  not  been  drilled.  The 
geologists — and  they  are  the  most  experienced  men  in  the  Wyoming 
fields — who  prepared  this  table  were  of  the  opinion  that  of  the  52 
fields  that  have  not  been  drilled  there  are  14  that  have  oil  possi- 
bilities, and  that  39  have  none — in  other  words,  that  they  are  un- 
favorable. Now,  as  I  have  said,  we  are  finding  oil  where  the  geolo- 
gists say  it  ought  not  to  be,  just  as  we  often  fail  to  find  oil  where  the 
geologists  Siiy  it  ought  to  be.  That  is  not  a  criticism  of  the  geolo- 
gists, because  instead  of  being  optimists  the  geologists  are  the  most 
pessimistic  men  on  earth.  I  have  never  known  a  geologist  that  does 
not  continually  look  down  in  the  mouth  and  assure  the  prospector 
that  there  is  no  chance  in  the  world  to  get  oil  in  a  well  ne  himself 
had  located.  The  geologists  look  on  the  unfavorable  side,  and  they 
say  that  there  are  39  of  the  52  undrilled  fields  which  are  not  worth 
drilling,  but  we  find  oil  in  these  fields  that  were  not  worth  drilling. 

The  only  new  important  discovery  in  Wyoming  was  turned  down 
repeatedly  by  the  most  expert  geolo^sts  in  that  State,  and  we  are 
always  drilling  fields  that  the  geolo^sts  do  not  regard  as  favorable. 
As  a  matter  oi  fact,  there  is  a  certain  class  of  wildcatters  that  seem 
to  want  an  unfavorable  report  from  the  geologists  in  order  to  pros- 
pect for  oil.  Now,  you  want  to  have  all  the  possible  oil  area  there  is 
developed.  There  are  14  areas  in  Wyoming  that  we  now  know  of  that 
yoii  want  to  have  drilled.  They  are  considered  favorable,  and  there 
are  about  39  that  are  considered  unfavorable  that  ought  to  be  drilled 
also.  On  two  or  three  of  them  we  will  find  oil,  perhaps,  or  may  be 
on  only  one;  but  somewhere  on  these  39  areas  we  are  going  to  find 
an  oil  field  that  ought  to  be  brought  into  oil  production  for  the 
market.  Now,  what  sort  of  reward  are  you  going  to  offer  to  the  wild- 
catters who  go  upon  those  39  fields,  or  upon  some  of  themi  It  seems 
to  me  it  should  be  a  reward  different  in  degree  from  the  reward  that 
you  offer  to  the  wildcatters  who  so  upon  the  favorable  territory. 
So  the  only  conclusion  we  can  reach— and  I  am  almost  afraid  to  ^o 
back  to  Wyoming  after  proposing  this  to  the  committee — ^is  that  it  is 
necessary  lor  you  to  have  an  elastic  limit. 

Mr.  TAYiiOR.  On  what? 

Mr.  Clark.  On  the  acreage  that  shall  be  given  the  wildcatter. 
Very  larse  acreage  would  not  be  right  with  respect  to  some  of  those 
wildcat  fields  that  any  geologist  would  say  look  fine — ^that  is,  fields 
that  are  close  to  railroads,  close  to  pipe  lines,  and  close  to  refineries, 
and  that  have  all  the  advantages  oi  production,  development,  and  oi 
marketing.  In  such  fields  he  ought  not  to  have  a  great  big  acreage, 
but  you  have  got  to  offer  a  great  big  acreage  to  the  man  who  goes 
wildcatting  or  prospecting  in  the  areas  that  are  declared  to  be  the 
most  unfavorable  and  which  may  be  60  miles  from  a  railroad,  and 
30  miles  in  either  direction  from  water,  and  he  will  not  drill  it 
unless  he  does  get  that  big  reward  or  can  hope  for  a  big  reward. 
Therefore  you  must  place  an  elastic  limit. 

You  gentlemen,  as  I  have  been  listening  to  your  questioning  here 
during  this  week,  and  I  am  sorry  I  was  not  here  last  week  at  all  of 
the  discussions,  have  been  giving  your  attention  to  the  favorable 
situation.    You  have  always  been  giving  attention  to  that,  and  have 


452  OIL  LSASoro  lands. 

been  ajsking  whether  it  would  not  be  outrageous  to  give  a  big  acreage 
to  a  man  who  discovered  another  Salt  Creek  field.  Of  course,  it 
would  be,  if  you  could  kuow  in  advance  that  he  was  going  to  dis- 
cover it,  but  1  say  that  any  man  who  can  discover  another  Salt  Creek 
field  in  the  Rocky  Mountain  States  has  earned  the  biggest  reward 
that  you  can  give  him  so  far  as  the  general  public  good  is  concerned. 
There  is  no  such  field  there.  But  even  from  the  standpoint  of  the 
amount  that  you  must  give  to  the  man  in  order  to  get  him  to  drill, 
which  is  important ;  and,  in  fact,  the  only  important  Mature,  you  have 
got  to  have  an  elastic  limit,  because  if  you  set  a  small  limit  you  will 
have  all  the  men  drilling  on  the  favorable  fields,  and  you  will  hot 
have  the  unfavorable  fields  tested.  On  the  other  hand,  if  you  set  a 
great  big  limit  that  will  secure  the  drilling  of  the  most  unfavorable 
structure,  then,  of  course,  you  are  oifering  too  big  a  reward  to  the  man 
who  drills  in  the  most  favorable  territory.  Therefore,  I  suggest  that 
the  only  solution  is  to  fix  an  elastic  limit^  which  the  Secretary  of  the 
Interior  may  apply  at  the  time  application  for  permit  is  filed. 

Mr.  Taylor.  Both  as  to  acreage,  royalty,  and  bonus? 

Mr.  Clark.  With  respect  to  everything.    I  do  not  see  how  we  can 

fet  away  from  this.  As  a  matter  of  fact,  while  everybody  else  in  the 
^est  objects  to  the  Secretary  of  the  Interior  having  any  power,  the 
oil  men  do  not  Most  of  our  oil  experience  comes  from  Oklahoma^ 
where  the  Secretary  of  the  Interior  has  complete  charge  of  the  Indian 
lands,  and  it  has  been  reasonably  agreeable  down  there.  If  the  Secre- 
tary is  given  discretion  to  fix  the  acreage  and  to  give  a  big  acreage  in 
the  unfavorable  areas  and  a  small  acreage  where  it  looks  very  good, 
then  there  is  no  objection  to  one  other  matter  that  is  incidental,  but 
important  as  a  matter  of  administration,  and  that  is  to  give  to  the 
man  who  has  monumented  or  staked  his  land  an  absolute  right  to  a 
permit.  It  has  been  explained  here  that  it  costs  a  lot  of  money  to  go 
out  prospecting  an  area  before  you  know  whether  you  actually  want 
it  or  not,  and  the  company  or  association  which  goes  to  that  expense 
and  finds  what  looks  to  be  a  favorable  structure  and  stakes  it  and 
monuments  it  ought  to  be  given  the  absolute  right  within  30  days  to 
make  application  for  a  permit  and  get  it. 
The  Chairman.  For  what  area? 

Mr.  Clark.  I  say,  since  the  elastic  limit  is  provided  for  the  Secre- 
tary and  the  Secretary  may  fix  the  area,  all  or  the  objection  to  giving 
that  absolute  right  is  entirely  removed. 

Now,  let  us  get  a  view  of  Wyoming  statistics.  Some  of  those  fields 
have  been  drifled,  and  I  have  asked  you  what  reward  do  you  think 
you  ought  to  offer  to  the  wildcatter  who  enters  those  39  imfavorable 
undrilled  fields.  Ninety-two  of  our  structures  have  already  be^n 
drilled,  and  exactly  one-half  of  them  have  been  barren  of  oil.  Out  of 
the  rest,  10  of  them  have  had  a  showing  of  oil  or  gas.  There  are  10 
showings  of  oil  and  gas,  and  there  have  been  13  in  which  there  has 
been  no  oil,  but  in  wnich  there  has  been  gas  in  varying  quantities. 
Now,  gas  in  Wyoming  is  not  worth  anything,  because  there  is  no  mar- 
ket for  it,  and  there  is  no  wildcatter  in  the  business  in  Wyoming  who 
would  consciously  drill  a  well  for  gas.  So  far  as  drilling  oil  wells  is 
concerned  in  Wyoming,  a  gas  well  is  considered  a  failure.  Mr.  Curtis 
here  drilled  a  well  which  shows  gas,  and  which  may  be  profitable 
because  there  is  a  refinery  there  that  can  use  the  gas.    If  the  oil  is 
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available  and  the  refinery  operates,  then  he  can  make  moneey  out  of 
the  gas  well.  However,  a  gas  well  in  ordinary  territory  is  regarded 
as  a  failure.  When  a  company  drills  a  gas  well  and  has  to  choke  ofF 
the  gas  or  seal  it  off  or  cement  it  off,  it  costs  a  terrific  lot  of  money 
that  they  would  not  have  to  pay  out  if,  instead  of  being  a  gas  well, 
it  had  been  a  completely  dry  hole. 

Now,  going  back,  eight  of  our  drilled  fields  have  been  very  ex- 
pensive teasers.  In  eight  of  those  fields  they  got  oil  in  considerable 
quantities  at  a  comparatively  small  depth,  and  it  looked  as  though 
they  were  good  fields.  They  looked  so  good  that  they  drilled  265 
wells  in  them  before  they  found  that  they  would  not  pay  the  cost  of 
drilling  them.  Now,  if  these  are  added  to  the  46  failures,  there  are 
left  15  out  of  the  92  drilled  areas  that  have  produced  oil  or  that  we 
may  expect  to  produce  oil.  Out  of  those  15  but  8  have  up  to  this 
tiine  returned  a  dollar  on  the  investment  in  them  above  the  cost  of 
drilling.  Those  three  are  the  Salt  Creek  field,  which  is  the  greatest 
field  of  the  Kocky  Mountain  region,  the  Grass  Creek  field,  and  the 
Elk  Basin  field.  Thei'e  is  one  other  field  being  developed  that  we 
feel  very  certain  will  be  a  tremendous  producer,  and  there  is  one 
other,  the  Pilot  Butte,  that  looks  good.  The  Illinois  Pipe  Line  Co. 
has  finally  taken  up  pipe-line  construction  there,  as  I  understand  it. 
The  rest  of  them  are  in  varying  stages  of  development,  and  I  do  not 
know  whether  they  are  good  or  not.  There  is  a  theory  with  regard 
to  drilling  operations  in  Wyoming — or  it  appears  that  you  want  to 
try  to  base  your  legislation  on  the  assumption  that  the  man  who  goes 
out  prospecting  has  one  chance  in  three  or  four  of  getting  oil.  You 
are  wrong  about  that;  he  does  not.  If  you  would  say  that  there  is 
about  one  chance  in  eight,  as  based  on  past  experience,  that  you  will 
get  oil,  you  will  be  about  right.  But  you  say  that  if  he  gets  a  great 
big  production  in  one  out  of  the  eight  chances  he  does  not  need  a  very 
big  reward.  The  trouble  is  that  even  one  chance  in  eight  is  not  much 
^ood.  We  have  found  only  one  Salt  Creek.  We  do  not  have  wells 
in  Wyoming  like  the  wells  vou  have  in  the  big  fields  of  California, 
Oklahoma,  and  on  the  Gulf  Coast.  A  big  well  in  Wyoming  is  one 
that  will  rim  100  barrels  a  day*  and  they  are  pretty  deep,  too. 

The  Chairman.  Is  that  the  largest  well  you  have? 

Mr.  Clark.  No,  sir ;  there  is  one  well  in  the  Big  Muddy  field  that 
ran  28,000  barrels  a  month,  or  about  1,000  barrels  a  day. 

The  Chairman.  Is  that  high-grade  oil? 

Mr.  Clark.  Yes,  sir;  as  compared  with  California  oil  it  is  of 
quite  high  grade,  but  it  is  not  as  high  grade  as  Grass  Creek  oil.  So 
that  the  wells  that  the  wildcatter  can  hope  for  are  not  big  gushers. 
They  may  be  big  in  imagination,  but  they  are  pretty  small  wells 
and  pretty  small  fields.  The  fields  themselves  are  small.  I  think  you 
have  had  some  statistics  presented  to  you  about  holdings  of  10,000 
or  1.5,000  acres  in  California  fields,  and  I  know  of  a  company  that  is 
advertising  in  the  Denver  papers  that  it  will  sell  its  stock  at  2  cents 
per  share  and  that  it  holds  300,000  acres ;  and  in  the  State  of  Okla- 
honia  there  are  some  lar^e  acreages,  as  appears  from  some  of  these 
statistics.  Now,  Salt  Creek  has  a  little  more  than  300  acres  of  pro- 
ducing land;  Grass  Creek,  according  to  this  table,  has  2,000  acres, 
although  I  understood  there  are  only  about  1,650  acres  of  producing 
land.  Elk  Basin,  now  the  third  big  field,  has  850  acres,  and  the  Big 
Muddy  field  has  possibly  8,000  acres. 
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The  Chairman.  Are  there  only  four  fields  that  have  so  far 
amounted  to  anything? 

Mr.  Clark.  Yes,  sir;  there  is  a  little  field  of  160  acres,  called  the 
Lost  Soldier  Field,  that  has  a  big  production ;  but  the  field  is  very 
small.  Therefore,  as  you  will  see,  our  acreage  on  all  the  other 
fields  is  much  below  1,000  acres.  Now,  we  do  not  ask  for  2,660 
acres  as  the  area  in  a  permit  with  the  idea  that  we  will  get  2,560 
acres  of  oil  land,  but  because  we  want  the  opportunity,  it  we  are 
the  one  man  in  a  hundred  to  find  a  big  field,  to  secure  a  big  reward. 
That  is  what  you  must  oflfer  to  the  oil  man  in  order  to  get  him  to  wild- 
cat. There  is  a  (juestion  of  psychology  involved  in  offering  a  big 
acreage,  and  that  is  that  the  oil  man  who  has  proven  a  territory  would 
just  as  soon  lose  an  arm,  a  leg,  and  an  eye  all  together  as  to  allow 
somebody  else  to  have  some  of  it.  They  would  rather  not  drill  at  all. 
even  though  they  are  going  to  be  successful,  than  to  go  on  and 
prove  something  and  allow  somebody  else  to  get  away  with  it.  That 
has  nothing  to  do  with  any  logical  argument  on  the  question,  but  it 
is  an  actual  sentiment  that)  will  influence  the  wildcatter. 

Mr.  Church.  That  is  the  psfychology  of  it  ? 

Mr.  Clark.  Yes;  that  is  true.  But  even  this  experience  in  Wy- 
oming in  the  past  will  give  no  adequate  idea  of  the  situation  that 
you  must  legislate  for.  The  prospector  that  you  are  now  going  to 
invite  in  is  invited  to  a  second  table.  The  best  stuff  has  been  driUed, 
and  let  me  say  that  there  has  never  been  such  intensive  explora- 
tion of  a  country  for  oil  possibilities  as  there  has  been  there  in 
the  past  two  years.  We  have  had  high  prices  of  crude  oil  and  a 
terrific  demand  for  oil;  we  have  had  easy  money  and  capital  that 
you  could  raise  on  any  sort  of  wildcat  venture,  and,  accordingly, 
there  has  been  every  opportunity  for  the  widest  exploration  of 
the  country  for  oil  possibilities  and  for  drilling  work  on  anything 
that  looked  as  though  it  had  any  chance  in  the  world.  Therefore 
we  know  pretty  well  now  what  the  possibilities  for  oil  are  in  the 
public-domain  area.  We  know  this  much,  that  there  has  been  noth- 
ing found  that  looks  like  it  is  worth  drilling,  with  one  or  two  excep- 
tions, except  in  the  State  of  Wyoming.  They  have  started  to  drill 
a  little  in  Colorado,  and  it  looks  as  though  they  would  get  some- 
thing down  there  that  has  oil  in  it,  because  its  location  is  along  the 
Continental  Divide,  almost  identical  with  that  of  Wyoming,  but 
they  have  not  found  it  yet,  after  all  the  expense  of  development 
and  exploration,  and  thev  have  not  found  it  in  Montana  or  Utah. 

They  have  not  found  it  in  Montana  or  Utah,  but  they  have  found 
fields  worth  drilling  in  Wyoming.  I  can  best  illustrate  the  condition 
and  give  you  an  idea  of  the  sort  of  field  it  is  by  giving  you  a  specific 
statement  of  what  ha^  been  done.  The  syndicate  that  drilled  the 
Big  Muddy  field  was  an  organization  known  as  the  Humphreys 
Syndicate.  They  have  a  big  production,  I  think,  in  Oklahoma,  and 
they  do  business  in  Louisiana  and,  I  guess,  out  on  the  coast.  They 
are  a  big  outfit,  and  they  have  all  the  experience  and  organization  to 
do  the  work  as  well  in  any  field  that  they  may  choose  as  any  com- 
pany in  the  country.  After  they  found  Big  Muddy  they  wanted  to 
take  another  shot  at  oil  lands  in  the  public  land  States,  and  with  the 
broadest  information  as  to  all  possible  sites  and  as  to  the  different 
fields  that  they  might  go  into,  they  took  Cole  Creek.    They  took  Cole 
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Creek  after  it  had  been  turned  down  by  four  of  the  five  geologists 
that  they  had  to  go  over  it,  and  knowing  that  the  oil  sand  would 
be  at  least  4,000  feet  deep  and  that  any  well  that  would  produce  less 
than  100  barrels  per  day,  considering  the  formation,  would  never 
pay  the  cost  of  operation,  let  alone  the  cost  of  drilling,  and  that  with 
the  best  of  luck  it  would  cost  them  over  $100,000. 

With  all  their  knowledge  and  all  their  experience  and  ability  to 
drill  anjrthing  that  might  be  brought  to  their  attention,  they  selected 
that  as  the  best  bet  in  the  public-land  area.  That  is  the  sort  of  ter- 
ritory that  you  have  got  to  have  wildcatted.  Now,  do  you  think 
that  anybody  will  drill  such  areas  on  an  acreage  of  640  acres?  There 
would  06  very  little  drilling  for  oil  on  any  such  acreage  as  that. 
Incidentally,  I  might  say  that  when  this  syndicate  drilled  their  well, 
and  spent  over  $200,000  on  it,  they  ^ot  a  dry  hole.  But  that  has 
nothing  to  do  with  my  argument,  which  is  to  make,  you  see  the  sort 
of  territory  that  you  are  legislating  for  and  the  sort  of  territory  you 
are  going  to  ask  men  to  wildcat.  I  have  3aid  that  our  proposal  is 
that  the  i>ermit  area  should  be  2,560  acres,  and  that  is  the  specific 
reconimendation  of  the  Casper  committee  and  of  those  different  con- 
ventions that  we  have  held  in  the  West,  and  that  instead  of  giving 
a  man  a  patent  for  a  part  of  it  he  should  get  a  lease  for  all  of  it. 
If  it  is  to  be  a  leasing  law,  let  it  be  a  leasing  law  and  not  a  hybrid. 

(Thereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  until 
to-morrow,  Thursday,  February  14,  1918,  at  10  o'clock  a.  m.) 


COMMriTEE  ON    PuBLIO   LaNDS, 

House  of  Representatives, 
Thursday^  February  i^,  1918, 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEKENT  OF  MB.  JOHN  D.  GLASE— Eesumed. 

Mr.  Clabel.  Mr.  Chairman,  when  the  committee  adjourned  yester- 
day I  had  proposed  that  in  order  that  wildcatting  might  be  pro- 
moted, it  was  necessary  to  secure  a  large  limit  upon  the  acreage  to 
be  given  a  wildcatter  with  respect  to  many  fields  that  might  be  dis- 
covered, and,  of  course,  our  suggestion,  from  a  selfish  point  of  view, 
would  be  that  the  committee  set  that  largest-required  acreage  as 
the  acreage  to  be  ^ven  in  all  cases.  On  the  other  hand,  the  commit- 
tee has  felt  that  tnere  will  be  many  cases  in  which  a  large  acreage 
would  be  grossly  extravagant  and  that  a  small  acreage  would  secure 
wildcatting  and  yield  an  adeauate  reward,  taking  the  chances  of 
finding  oil  and  the  location  ana  depth  of  the  land,  and  the  commit- 
tee has  accordingly  been  inclined^  as  I  have  heard  the  questions,  to 
fix  a  limit  which  would  procure  wildcatting  under  the  most  favorable 
conditions. 

And  so,  while  we  can  prove  to  you  from  our  drilling  experience 
in  Wyoming  there  will  be  a  great  many  fields  that  can  not  be  drilled 
without  the  large  acreage,  so  you  can  prove  to  us  that  there  will  be 
many  fields  in  which  a  large  acreage  would  be  excessive,  and  the 
only  possible  way  of  covering  the  whole  situation,  accordingly,  that 
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I  can  see,  is  to  fix  a  high  maximum,  possibly  some  reasonable  mini- 
mum^ although  that  is  not  neoessanr,  and  permit  the  Secretary  of 
the  Interior  when  an  application  for  a  permit  is  filed  to  fix  the 
acreage  that  shall  be  included  in  the  permit  and  upon  which  the 
man,  if  successful,  shall  be  given  a  lease.  Now,  I  find  there  is  a 
little  misapprehension  on  the  part  of  others  than  members  of  the 
committee  as  to  what  I  mean  by  this  elastic  limit.  I  do  not  mean 
that  there  should  be  any  right  on  the  part  of  the  Secretary,  after 
the  man  has  struck  oil  and  after  he  has  learned  how  much  produc- 
tion the  field  may  be  expected  to  yield,  to  say,  "  You  shall  have  so 
much  land  out  of  your  permit."  1  do  not  believe  it  is  a  reasonable 
proposition  to  permit  the  department  to  cut  down  the  prospective 
area  after  the  man  has  started  work;  but  that  the  department  should 
be  required,  when  the  application  for  a  permit  is  filed,  to  fix  the  limit 
of  the  permit,  and  if  the  prospector  does  not  want  to  go  ahead  under 
those  conditions,  he  can  quit.  But  if  he  does  go  ahead  and  take  his 
chances,  then  he  should  be  given  a  lease  upon  the  area  that  the  Sec- 
retary has  offered  him  in  the  permit,  and  he  should  not  be  subject 
to  any  diminution  of  it  because  forsooth  he  may  have  got  a  great 
big  field. 

Let  me  say  again  that  any  man  who  now  brings  a  big  field  into 
production  in  the  mountain  States  has  performed  a  very  notable 
service  for  his  country,  and  although  we  are  not  asking  that  legisla- 
tion be  based  upon  that  theory,  it  is  true  that  a  great  big  producing 
field  would  be  a  wonderful  resource  in  America,  and  we  do  not  know 
now  where  it  will  come  from. 

I  had  intended  yesterday,  in  one  point  I  had  passed  over,  to  refer 
to  a  suggestion  of  the  Attorney  General  in  the  report  that  has  been 
printed  m  your  committee  print,  that  the  prospecting  permit  shall 
not  be  issued  upon  land  known  to  contain  oil,  and,  accordingly,  shall 
not  apply  to  withdrawn  acres.  I  believe  that  is  a  rather  naive 
assumption,  which  perhaps  is  forgivable  in  one  not  experienced  in 
the  oil  business,  that  all  these  withdrawn  areas  are  by  the  very  fact  of 
withdrawal,  upon  the  recommendation  of  a  Government  geologist-, 
proven  oil  lands.  We  have  had  some  experience  in  Wyoming  in 
drilling  withdrawn  land,  and  we  have  set  that  out  in  our  Appendix 
C,  on  page  9  of  our  brief,  and  this  morning  we  received  enough 
copies  to  distribute  them  among  the  members  of  the  committee. 
There  are  65  withdrawals  in  our  State,  of  which  we  have  drilled  63. 
Of  these  58,  28  are  wholly  barren;  6  have  some  oil  but  not  enough  to 
make  further  drilling  attractive  and  are  substantial  failures;  10  have 
produced  gas  which,  as  I  said  yesterday,  is  valueless  in  Wyoming, 
and  the  existence  of  which,  if  known,  would  not  persuade  anyone  to 
drill  the  field,  so  that  so  far  as  increasing  the  production  of  oil  is  con- 
cerned or  securing  the  drilling  of  these  areas  is  concerned,  the  fact 
that  they  contain  gas  does  not  help  us  a  bit,  because  no  one  would 
drill  a  gas  field  in  Wyoming. 

The  Chairman.  Is  any  effort  being  made  to  plug  off  that  gas  and 
save  it? 

Mr.  CiiARK.  Yes.  As  I  explained  yesterday,  one  company  I  repre- 
sent has  a  gas  well  in  what  is  called  the  Buffalo  Basin,  tne  Valentine- 
Ohio  well,  which  was  plugged  after  more  than  a  year  of  continuous 
work  at  a  tremendous  cost.    The  gas  broke  out  for  a  radius,  I  under- 
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Stand,  of  half  a  mile.  As  they  would  plug  one  place  it  would  come 
out  another.  We  are  trying  to  save  it,  naturally.  Three  of  the  S3 
are  good  producing  wells,  and  there  are  18  of  tnem  that  we  expect 
to  be  good  or  have  some  reason  to  hope  may  be  good.  Now,  this  is 
really  a  ^ood  deal  higher  average  than  any  geologist  would  expect 
to  attain  m  prophesying  the  discovery  of  oil.  They  do  not  prophesy 
discovery  of  oil,  the  honest  geologists,  they  simply  say  the  structures 
are  adapted  to  the  acciunulation  of  oil,  and  if  there  is  oil  in  those 
sands  it  will  be  trapped  so  you  will  be  able  to  get  it. 

The  16  that  have  produced  oil  enough  to  make  them  attractive  were 
most  of  them  withdrawn  after  the  oil  had  been  discovered,  so  that  the 
percentage  of  guesses  on  the  part  of  the  Government  geologists,  upon 
whose  recommendation  the  fields  have  been  withdrawn,  is  not  as 
high  as  these  statistics  would  indicate.  Accordingly,  the  12  with- 
drawals that  have  not  yet  been  tested  in  Wyoming  should  not  be 
considered  by  any  means  as  proven  areas,  and  I  know  of  no  reason 
why  they  should  not  have  permits  issued  upon  them  exactly  the 
same  as  any  other  outside  territory,  although  it  is  not  important  to  us. 

There  is  one  other  point  I  wish  to  present  as  to  the  necessity  of 
adequate  acreage.  First,  it  is  a  matter  of  practice,  the  necessity  of 
giving  a  man  enough  land  so  that  he  can  expect  to  overcome  the 
necessary  faults  of  location  of  his  first  wells.  You  can  not  from 
your  surface  indications  tell  exactly  where  the  axis  of  your  anticline 
is,  which  is  the  crest  of  your  producing  area  and  which  you  seek 
to  get  as  near  to  as  possible  unless  you  are  afraid  of  gas.  You  can 
not  tell  what  particular  portion  of  the  anticline  has  the  production, 
and  you  may  miss  your  axis  as  much  as  half  a  mile  very  easily,  and 
you  may  miss  your  big  producing  area  completely.  Now,  the  man 
who  gets  his  first  well  in  and  is  then  called  upon  to  take  his  lease  may 
not  mow  where  the  big  production  in  the  fields  he  has  proven  by  his 
courage  and  expenditure  may  be  found,  and  if  he  is  compelled  to 
elect  a  certain  acreage  out  of  a  larger  acreage  in  his  permit,  he  will 
naturally,  because  it  is  already  proven,  take  the  acreage  around  his 
well,  and  we  have  had  some  very  remarkable  experiences  in  Wyoming 
upon  that  very  point,  showing  that  the  first  location  drilled  is  fre- 
quently the  very  poorest  in  the  whole  field,  and  nothing  but  the  drill 
will  show  where  the  good  production  is,  and  a  man  who  drills  a 
wildcat  territory  ought  to  have  the  best  part  of  the  field  if  he  is 
going  to  be  given  any  reward  at  all.  I  will  not  cover  this  particular 
point  further  because  Mr.  Miller,  of  our  committee,  has  been  familiar 
with  one  illustration,  that  he  will  present,  in  the  Big  Muddy  field, 
which  is  as  good  as  a  number,  because  it  shows  the  necessity  of  giving 
the  man  an  opportunity  to  get  enough  land  so  that  he  will  get  the 
big  production  wherever  it  may  be  found. 

The  second  added  reason  for  a  large  acreage  is  because  it  will  com- 
pel wildcatting,  and  your  very  purpose  is  to  secure  the  drilling  of 
prospecting  wells.  It  is  the  very  converse  of  the  sentiment  that  was 
expressed  here  earlier  in  the  week  that  you  would  by  large  acreage, 
since  our •  fields  are  smalL  give  the  first  man  everything  in  the  field 
and  there  would  be  nothing  left  for  the  Government  to  dispose  of 
to  some  other  lessees.  To  our  mind  that  is  not  an  objection  to  big 
acreage  in  a  single  lease,  but  is  in  reality  one  of  the  reasons  why  you 
should  give  big  acreage,  and  it  has  to  do  with  the  character  of  the 
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wildcatter.  He  is  not  out  spending  fifty,  or  seventy-five,  or  one  hun- 
dred thousand  dollars  drUling  a  wildcat  well  through  any  sense  of 
patriotism  or  any  sense  of  adventure.  There  is  mighty  little  attractive 
adventure  in  drilling  an  oil  well  in  a  desert  or  in  the  winters  of 
Wyoming.  He  is  out  to  get  oil.  Our  State  is  full  of  men  who  want 
to  get  production.  Now,  they  always  prefer  to  secure  proven  terri- 
tory, and,  as  I  said  yesterday,  they  will  bid  biff  bonuses  lor  anything 
the^  can  consider  is  already  proven.  Just  as  lonff  as  there  is  prov^ 
territory  that  they  can  get,  or  proven  territory  mat  they  may  hope 
to  set.  they  will  not  go  mto  the  tremendous  hazards  of  wildcatting, 
and  if  you  restrict  your  acreage  in  a  wildcat  permit  so  that  there  is 
going  to  be  left  some  considerable  portion  that  the  Government  may 
offer  to  the  highest  bidder,  of  course  all  of  these  wildcatters  will 
know  that  if  somebody  else  is  foolish  enough  to  so  in  and  prove  a 
field,  there  is  going  to1[)e  a  fine  chance  for  him  to  dip  in  without  any 
expense  or  any  risk  and  get  hold  of  a  lease  which  the  Government 
will  offer  to  the  highest  bidder.    It  is  a  very  real  consideration. 

You  have  removed  one  of  the  necessities  of  wildcatting,  because 
you  are  going  to  throw  upon  the  maket  proven  land,  proven  through 
the  work  and  expenditure  of  the  man  who  has  gone  in  and  discovered 
something  that  we  right  now  do  not  know  exists.  The  Geological 
Survey,  I  understand,  has  reported,  or  at  least  they  have  made  a 
report  upon  which  one  of  your  committee  reports  is  based,  that  so  far 
as  is  now  known,  all  of  the  prospective  oil  lands  have  been  discovered. 
So  that  you  are  considering,  with  respect  to  future  wildcatting,  oil 
territory  that  no  one  now  knows  exists  and  may  not  exist  so  far  as  we 
do  know. 

The  number  of  leases  is  one  of  the  most  difficult  probl^ns  to  discuss. 
Necessarily,  some  limitation  must  be  put  upon  the  number  of  leases  i 
that  any  particular  association  can  secure,  not  so  much  from  any  fear 
of  monopoly  as  for  the  reason  that  a  verjr  large  company  which  se- 
cures a  lot  of  leases  will  be  disposed  to  drill  its  more  favorable  land 
and  merely  comply  with  the  letter  of  the  regulations  as  to  the  more 
expensive  and  less  favorable  territory,  and  they  must,  accordingly, 
not  be  given  so  much  that  there  will  be  no  possible  incentive  for  them 
to  go  ahead  and  drill  the  less  favorable  territory  upon  which  they 
may  have  discovered  oil.  But  I  do  not  believe  the  committee  should 
be  afraid  of  big  figures.  As  I  said  yesterday,  there  is  one  company 
that  has  been  advertising  that  it  holds  300,000  acres  of  oil  land  in  the 
State  of  Kansas,  and  I  do  not  suppose  there  is  even  a  very  small  frac- 
tion of  that  amount  of  real  oil  land  in  Kansas.  Big  figures  do  not 
mean  anything  when  you  are  considering  them  in  oil  leases. 

Mr.  Taylor.  They  got  those  leases  by  getting  options  on  the  land 
or  the  oil  in  it,  I  suppose? 

Mr.  Clark.  Leases  from  private  individuals.  What  it  means  is 
that  they  have  gone  ahead  and  have  taken  leases  on  big  areas,  some 
of  which  may  have  some  oil  on  them ;  and  the  Gk)venmient  does  the 
same  thing  with  respect  to  these  withdrawals.  833,000  acres  have 
been  withdraw  in  Wyoming,  and  out  of  that  total  acreage  there  are 
three  fields  which  are  now  paying,  as  I  have  said,  with  a  total  proven 
acreage  of  6,650  acres,  and  the  withdrawals  that  cover  those  fields  ag- 
gregate 90,000  acres.  Now,  there  are  proven  fields  where  the  Gov- 
ernment withdrew  90,000  acres  as  being  the  area  covered  by  those 
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fields,  but  they  have  actually  been  proven  to  have  only  6,650  acres. 
So  that  when  vou  give  a  prospecting  lease  for  2,560  acres  the  man,  if 
he  gets  a  field,  is  probably  not  going  to  get  more  than  400  or  500 
acres.  It  is  not  so  much  in  order  to  give  2,560  acres  of  production 
that  we  ask  for  big  acreage  as  to  give  the  man  a  certainty  that  if  he 
should  be  the  one  fortunate  individual  in  a  million,  as  he  is  always 
hoping  he  may  be,  to  get  a  great  big  field,  and  that  is  the  incentive 
that  keeps  him  going  on  and  on,  he  will  get  that  field  to  the  extent 
of  2,560  acres.  So  that  if  you  give  several  leases  of  2,560  acres  which 
aggregate  10,000  acres,  and  every  one  of  them  should  get  oil,  the  man, 
if  he  has  got  as  much  as  1,200  or  1,500  acres  of  actual  production,  is 
going  to  be  pretty  lucky. 

Our  experience  as  to  the  size  of  fields  would  indicate  he  could 
not  have  more  than  that  actual  area  of  production  in  four 
leases  of  any  extent.  So  that  when  you  talk  of  big  acreage  you 
want  to  keep  in  mind  the  fact  that  that  does  not  mean  a  large 
number  of  acres  of  oil-producing  land.  But  you  must  determine 
the  right  of  the  man,  as  I  have  said,  when  he  goes  in  to  prospect ; 
you  can  not  properly,  in  my  opinion,  limit  him  after  he  has  started 
his  work.  You  must  tell  him  how  much  he  is  to  have  if  he  strikes 
oil  before  he  will  want  to  start  at  all,  and  when  he  has  drilled  his 
well  he  will  know  no  more  about  the  acreage  in  the  field  than  he 
knew  before  he  started.  He  will  know  whether  there  is  oil  there  and 
that  is  all  he  will  know.  The  field  might  contain  5,000  acres  and  it 
might  contain  200  acres  so  far  as  any  knowledge  from  the  drilling 
of  a  single  well  will  tell  you.    So  your  proposition  that  when  a  man 

Sets  his  well  there  shall  then  be  some  diminution  of  the  acreage 
epending  upon  the  size  of  the  field  or  some  matters  of  that  kind 
is  not  workable  because  you  can  not  tell  how  much  land  there  is 
going  to  be.  Therefore  give  him  the  acreage  specified  in  his  permit 
and  if  it  should  run  a  total  of  10,000  acres  in  four  leases  all  you 
have  done  is  to  assure  the  man  that  he  will  get  what  there  is,  but  you 
have  not  given  him  10,000  acres  or  even  a  very  small  part  of  10,000 
acres  of  oil  land. 

My  argument  has  been  directed  wholly  to  the  proposition  that 
these  provisions  must  be  such  as  will  increase  the  production  of  oil 
in  America,  because  that  is  the  purpose  of  the  legislation,  and  what 
reason  upon  that  premise  can  be  advanced  for  several  leases  or  for 
a  restriction  to  one  lease?  It  is  perhaps  not  necessary  to  give  sev- 
eral leases  in  order  to  secure  the  continuation  of  operation  by  the 
occasional  association.  I  mean  by  that  the  association  formed  for 
a  particular  wildcat  venture.  As  I  stated  yesterday,  we  have  had 
associations  of  that  kind.  They  are  organized  for  one  single  opera- 
tion and  it  will  make  no  difference  to  them  whether  they  have  an 
opportunity  to  drill  four  or  five  places  at  once  or  not.  But  they  are 
passing.  Our  territory  has  become  such,  the  risk  has  become  so 
great,  the  expense  is  so  tremendous,  that  associations  organized  for 
toe  purpose  of  drilling  just  one  field  are  not  now  the  source  of  our 
wilocatting.  We  are  now  beginning  to  look  to  these  larger  com- 
panies, which  I  enumerated  yesterday  as  coming  into  Wyoming  for 
the  purpose  of  drilling.  We  have  some  dozen  of  them.  They  are 
upon  a  different  basis.  There  are  also  some  rather  large  associa- 
tions that  are  upon  the  same  basis  as  these  companies.    They  are 
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Mr.  Clark.  Yes,  sir. 

Mr.  Elston.  If  you  pursued  the  course  that  you  spoke  of? 

Mr.  Clabk.  Yes,  sir.  If  you  place  a  limitation  on  the  number  of 
leases  that  any  company  may  hold,  the  limitation  that  is  proposed 
would  prevent  the  assignment  of  leases  just  the  same  as  the  taking 
of  new  leases.  If  these  present  big  companies  should  be  considered 
as  entitled  to  no  consideration,  your  limitation  will  prevent  any  new 
organization  that  may  be  built  up,  as  there  always  will  be  where  a 
little  group  gets  a  big  oil  production  and  builds  a  bi^  company— 
you  will  prevent  any  such  company  from  continuing  its  organiza- 
tion effectively,  and  from  using  the  capital  that  it  has  accumulated, 
and  from  applying  the  experience  that  it  has  gained,  and  you  say 
to  any  new  organization  of  that  character  that  can  go  ahead  and 
drill  economically  and  explore  scientifically,  "  You  may  go  ahead  and 
get  more  leases  after  this  one  has  been  exhausted,  and,  of  course,  if 
you  can  hold  your  organization  together,  and  can  induce  your  stock- 
holders not  to  distribute  your  capital,  and  can  keep  this  organiza- 
tion alive  for  about  20  years,  within  which  time  your  present  lease 
will  be  exhausted,  then  you  will  get  another." 

I  do  not  believe  that  on  the  principle  of  the  prevention  of  mo- 
nopoly you  should  prevent  the  getting  of  the  lands  that  are  re- 
quired, or  should  prevent  the  application  of  experience  and  of  capital 
and  organization  in  the  production  of  oil  in  America.  As  I  say, 
this  is  a  most  difficult  question  to  discuss  because  we  have  not  the 
past  experience  to  go  by.  With  respect  to  what  jrou  must  offer  to 
secure  wildcatters,  we  can  talk  about  our  past  experience.  We  know, 
for  instance,  from  the  Cole  Creek  example  that  I  cited  yesterday, 
where  they  spent  $200,000  in  the  drilling  of  a  dry  hole,  that  they  got 
8,000  acres  in  leases  together  before  they  would  even  look  at  it,  and 
if  you  knew  the  territory,  none  of  jrou  would  say  that  we  would  not 
be  compelled  as  a  business  proposition  to  give  them  such  a  big  area 
before  starting.  That  Cole  Creek  well  was  a  failure.  But,  with 
respect  to  the  number  of  leases,  we  do  not  know  what  the  principle 
should  be  in  order  to  induce  continuous  wildcatting,  because  we  do 
not  have  at  this  time  any  experience.  There  is  absolutely  no  limit 
at  this  time  upon  the  number  of  acres  that  any  company  can  get 
hold  of;  there  is  no  limit  upon  the  number  of  leases  that  can  l>e 
secured  from  individuals,  and,  that  being  so,  there  is  a  complete 
opportunity  for  monopoly. 

We  have  hundreds  and  hundreds  of  substantial  operating  oil  com- 
panies in  this  country.  We  have  in  Wyoming  a  production  which, 
although  in  the  control,  for  actual  production  purposes,  of  one  or 
two  big  companies,  is,  nevertheless,  owned  by  a  large  number  of  small 
owners.  There  is  not  anything  resembling  a  monopoly  in  securing 
production,  either  in  Wyoming,  Oklahoma,  California,  or  any  of 
the  other  oil  territories,  and  I  confess  that,  despite  all  that  has  been 
said  here  for  several  months  about  monopoly,  I  do  not  know  just 
what  the  evil  is  that  you  are  aiming  at  in  your  restrictions.  I  do  not 
know  just  what  it  is  you  have  in  mind  that  may  come  if  you  allow 
a  free  hand  and  an  absolutel^y  open  number  of  leases.  We  have  not 
had  any  experience  in  Wyoming  yet  that  will  show  that.  We  know 
what  a  refinery  monopoly  means,  and,  if  I  had  time,  I  would  like  to 
discuss  some  of  those  features,  but,  so  far  as  a  monopoly  in  pro- 
duction goes,  or  a  monopoly  in  securing  production,  or  a  monopoly 
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in  wildcatting,  we  do  not  know  what  it  means.  We  do  not  believe 
that  there  is  any  law  you  can  pass  that  would  induce  a  monopoly 
of  that  character,  and  much  less  is  there  any  need  for  trying  to  frame 
a  law  to  prevent  it.  There  are  some  collateral  matters  that  I  wish  to 
discuss. 

Mr.  Taylor.  Your  time  is  pretty  nearly  up. 

Mr.  Clark.  I  have  finished  my  main  statement,  and  there  are  some 
collateral  matters  I  would  like  to  present.  First,  as  to  some  of  the 
matters  that  are  in  the  House  bill  now,  we  simply  want  to  call  your 
attention  to  their  importance  so  that  you  will  not  let  them  slip  out. 
The  House  bill  provides  for  a  preference  right  to  get  a  lease.  That 
is,  it  is  granted  within  30  days  to  the  man  who  goes  out  and  stakes 
the  land.  That  is  pretty  important,  because  just  as  soon  as  one  of 
those  geologists  for  a  big  company 

Mr.  Lenroot  (interposing).  What  provision  of  the  House  bill 
arc  you  referring  to  ? 

Mr.  Clark.  The  House  bill  provides  that  a  man  may  stake  and 
monument  his  land  and  have  a  preferential  right  30  days  thereafter 
to  secure  a  lease  or  permit* 

Mr.  Lenroot.  You  do  not  mean  a  lease  or  permit? 

Mr.  Clark.  A  permit.  Now,  as  scon  as  the  biff  geologist  for  one 
of  those  big  companies  drives  into  a  town  in  Wyoming  he  is  fol- 
lowed as  closely  a?  the  heroine  in  one  of  our  modem  war  novels  is 
followed  by  the  German  spy  system.  If  he  stops  to  look  around 
to  see  where  the  sun  is,  the  territory  immediately  within  his  purview 
is  staked  the  next  morning  by  the  local  merchants  and  others,  and 
then  they  attempt  to  prospect  in  those  iBelds.  Now  there  should  be 
an  opportunity  for  anyone  who  wants  to  go  into  the  business  in 
a  legitimate  fashion  to  go  out  and  monument  his  land  and  then  have 
30  days  in  which  to  complete  his  investigation  of  the  area. 

Mr.'  Taylor.  You  believe  that  there  ought  to  be  a  30-day  embargo 
on  withdrawals  so  that  a  man  could  stake  out  his  ground  ? 

Mr.  Clark.  Yes,  sir. 

Mr.  Elston.  Do  you  suggest  an  amendment  to  cover  that? 

Mr.  Clark.  That  is  in  your  House  bill.  We  disagree  with  your 
definition  of  wildcat  territory.  You  fix  an  arbitrary  mileage  limit, 
whether  the  permit  is  to  be  for  wildcat  acreage  or  for  proven  acre- 
age. Miles  have  nothing  to  do  with  the  existence  of  oil.  We  always 
talk  about  structures  out  there,  and  in  the  Senate  bill,  at  our  request, 
there  was  an  amendment  inserted  that  referred  to  structures  as  the 
basis  for  the  definition  of  wildcat  territory.  If  ycu  go  on  land  that  is 
just  outside  the  water  line  of  a  proven  field  you  would  have  no  more 
certainty  than  if  you  were  on  land  50  miles  away,  although  some- 
times they  have  gone  out  beyond  the  water  line  of  a  proven  field  and 
have  drilled  to  lower  sands  that  were  not  known  before  and  have 
secured  production.  Now,  the  man  who  has  done  that  has  performed 
as  great  a  service  and  is  wildcatting  in  a  more  expensive  way  and 
at  greater  risk  and  with  less  chance  of  success  than  the  man  who  may 
be  drilling  in  a  defined  structure  farther  away. 

Mr.  SiNNOTT.  What  is  the  water  line? 

Mr.  Clark.  The  water  line  is  the  point  at  which  you  reach  the 
water  on  the  downward  slope  of  your  structure.  It  is  below  the  oil 
and  is  forcing  the  oil  on  top,  the  oil  being  lighter.    As  soon  as  you 
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Mr.  Clark.  I  think  that  that  is  something  that  is  inevitable  in 
preparing  a  lease  bill,  because  the  oil  game  is  not  a  poor  man's 
game 

Mr.  Taylor  (interposing).  The  poor  man  can  get  something  out 
of  it  if  he  makes  an  advantageous  location? 

Mr.  Clark.  Nowadays  he  can  do  it,  or  he  has  a  chance. 

Miss  Ban  KIN.  The  diflSculty  seems  to  be  in  naming  the  different 
terms  that  we  use  in  this  bill,  and  it  seems  that  we  have  no  unit  for 
the  oil  business,  or  a  unit  of  measurement.  It  appears  that  acren^ 
is  not  the  proper  unit  Is  geologic  structure  the  only  one  you  could 
have  ? 

Mr.  Clark.  That  is  the  one  we  have. 

Miss  Rankin.  Now,  you  said  that  there  was  no  monopoly  in  the 
production  of  oil  and  that  there  is  no  possibility  of  a  monopoly  in 
the  production  of  oil.  Of  course,  the  only  real  good  example  that 
we  have  of  a  monopoly  is  found  in  the  railroads  to-day.  The  other 
things  only  approach  a  monopoly.  You  might  say  that  we  are  aiv 
proaching  a  sugar  monopoly,  and  yet  there  can  never  be  a  monopoly 
m  the  production  of  sugar  beets  and  sugar  cane,  although  we  have 
some  of  the  evils  of  a  monopoly.  Now,  even  if  we  never  had  a 
monopoly  in  the  production  oi  oil,  could  we  not  have  all  the  evils  of 
a  monopoly  in  the  oil  business? 

Mr.  Clark.  Really,  I  can  not  answer  that  Question,  because  I  have 
given  it  no  thought.  In  the  first  place,  I  ao  not  know  what  you 
mean  by  all  the  evils  of  a  monopoly.  I  do  not  think  it  is  possible  to 
have  a  monopoly  in  oil  production,  although  it  is  possible  to  have  it 
in  oil  refining. 

Miss  Rankin.  You  mean  to  separate  oil  production  from  oil 
refining? 

Mr.  Clark.  Yes,  madam. 

Miss  Rankin.  But  when  you  take  the  oil  business 

Mr.  Clark.  When  you  take  the  oil  business  as  a  whole,  it  includes 
both. 

Miss  Rankin.  You  could  not  get  any  refining  without  the  pro- 
duction? 

Mr.  Clark.  No,  madam.  I  am  talking  about  oil  production  in  the 
field,  and  you  will  have  to  devise  some  special  legislation  to  cover 
any  refining  features,  because  that  is  a  different  proposition.  There 
can  be  a  monopoly  there.    In  fact,  we  have  it  in  Wyoming. 

Mr.  Lenroot.  Mr.  Clark,  the  Colorado  chapter  seems  to  indorse 
sections  16  and  17  as  they  stand,  with  one  amendment  relative  to 
geologic  structures? 

Mr.  Clark.  Yes,  sir. 

Mr.  Lenroot.  But  the  Wyoming  chapter  does  not  seem  to  agree 
with  the  Colorado  chapter,  and  seems  to  think  that  further  amend- 
ment of  section  17  ought  to  be  made.    Have  you  the  brief  before  you? 

Mr.  Clark.  Yes,  sir. 

Mr.  Lenroot.  The  amendment  that  you  propose  to  section  17  reads 
as  follows,  as  it  appears  on  page  16  of  the  brief : 

Or  whom  under  a  bona  fide  claim  of  discovery  expended  In  work  or  improTie- 
ments  for  each  claim  during  each  year,  when  not  Included  In  a  withdrawal, 
the  amount  required  by  section  twenty-three  hundred  and  twenty-four,  Re- 
vised Statutes  of  the  United  States,  and  has  never  abandoned  said  claim,  is 
located  more  than  five  years  prior  to  a  withdrawal. 
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I  wish  you  would  explain  that  last  phrase.  I  do  not  see  where  the 
connection  comes  in. 

Mr.  Clark.  I  think  that  « is  "  should  be  "  if." 

Mr.  Lenroot.  Now,  is  it  your  theory  that  a  man  who  20  years  ago 
discovered  a  seepage  or  oil  indications  in  shale  rock,  and  from  that 
time  on  expended  $100  a  year,  but  that  expenditure  having  no  nec- 
essary connection  with  the  ultimate  production  of  oil  on  that  land, 
is  entitled  to  equitable  relief  from  Congress? 

Mr.  Clark.  Under  the  peculiar  conditions  existing  in  Wyoming, 
I  say  he  has  a  right  to  ask  Congress  for  some  relief. 

Mr.  Lexroot.  Why? 

Mr.  Clark.  On  the  basis  of  the  fact  that  oil  exploration  was  car- 
ried on  in  Wvoming  in  1887  and  1888.  There  was  a  railroad  built 
into  central  Wyoming,  but  there  was  no  other  transportation.  It 
reached  Caspar  in  1889.  Some  Pennsylvania  people  then  drilled  a 
well  in  the  Shannon  field  which  was  about  45  miles  north  of  Casper. 
There  was  no  market  for  the  oil  then,  and  there  was  no  occasion  for 
going  ahead  and  drilling  more  wells  if  they  had  had  the  capital, 
and  there  was  no  way  of  getting  capital  interested  in  a  project  like 
that.  When  the  markets  for  the  oil  and  the  possibility  of  securing 
capital  for  the  development  of  these  remote  oil  fields  came,  they  came 
coincident  with  the  Governments  withdrawal  of  the  land. 

Mr.  Lenroot.  You  say  it  was  coincident  with  the  Government's 
withdrawal  of  the  land;  most  of  those  v/ithdrawals  in  Wyoming 
have  been  made  within  very  recent  years. 

Mr.  Clark.  The  Taft  withdrawal  in  the  Salt  Creek  field  was 
made  in  1909. 

Mr.  Lenroot.  That  proven  field  does  not  apply  to  what  you  arc 
discussing  with  the  committee. 

Mr.  Clark.  There  were  a  lot  of  claims  of  that  character  in  that 
field  on  lands  which  were  withdrawn  immediately  following  the 
Pickett  Act,  at  which  time  there  was  no  refinery  in  sight.  There  was 
no  pipe  line,  and  they  were  miles  away  from  any  railroad.  The 
market  was  just  in  sight 

Mr.  Lenroot  (interposing).  You  say  there  was  no  market.  Was 
that  because  of  the  failure  of  refining  facilities? 

Mr.  Clark.  Well,  it  was  not  so  much  because  of  the  absence  of 
refining  facilities  as  the  absence  of  a  market.  It  was  due  to  the 
absence  of  a  market.    There  was  no  demand  at  that  time. 

Mr.  Lenroot.  No  demand  for  oil? 

Mr.  Clark.  There  was  lots  of  demand  for  oil,  but  no  demand  for 
oil  out  there.  The  refineries  did  not  get  started  for  several  years 
afterwards. 

Mr.  Lenroot.  Do  you  mean  to  say  that  in  Wyoming  for  many 
years  in  the  past  there  was  no  market  for  oil  ? 

Mr.  Clark.  Yes,  sir. 

Mr.  Lenroot.  You  had  no  market  even  when  you  had  the  refining 
facilities? 

Mr.  Clark.  If  we  had  had  the  refining  facilities,  but  we  did  not 
have  them. 

Mr.  Lenroot.  Then,  you  come  back  to  the  original  proposition. 

Mr.  Clark.  Yes,  sir ;  we  complete  the  circle  and  come  back  to  the 
original  proposition. 


468  OIL  LEASING  LAKDS. 

Mr.  Lenroot.  If  a  man  goes  on  the  public  lands  and  prospected 
without  any  idea  of  production — and,  of  course,  the  whole  theory  of 
the  placer-mining  law,  as  well  as  of  all  mining  laws,  is  production  of 
valuable  resources — if  he  goes  on  there  without  any  idea  or  purpose 
of  getting  production,  but  simply  to  get  something  and  hold  it  for. 
say,  50  years,  do  you  think  that  he  is  entitled  to  the  same  kind  oi 
equitable  relief  as  the  man  who  goes  on  there  with  the  expectation  of 
actually  producing  the  resources  for  the  benefit  of  the  country? 

Mr.  CiiAKK.  There  is  no  such  distinct  class.  There  was  not  one  of 
those  men  who  was  not  always  carried  on  by  the  hope  of  a  demand 
for  the  territory  that  he  was  developing.  They  always  thought  that 
the  next  month  there  might  be  somebody  around  who  would  want  it. 

Mr.  Lenroot.  Want  it  for  what — ^to  refine,  or  buj^  or  speculate? 

Mr.  Clark.  To  buy  the  oil. 

Mr.  Lenroot.  Is  it  not  a  fact — and  I  will  not  say  that  was  the  case 
in  all  of  them — ^but  is  it  not  the  fact — and  I  do  not  say  it  by  way  of 
reflection  on  the  man — ^that  where  a  man  has  discovered  a  seepage  of 
oil  and  has  held  the  land  for  a  great  many  jears,  and  when  the 
expenditures  he  has  made  have  had  no  connection  with  the  ultimate 
development  of  the  land,  is  not  that  a  purely  speculative  enterprise 
upon  his  part? 

Mr.  Lenroot.  But  you  do  that  in  this  very  amendment. 

Mr.  Clark.  Yes;  but  invariably  it  has  been  a  speculation  forced 
not  by  his  purposes  but  by  his  poverty.  It  has  been  the  little  fellows— 
the  ranchmen,  the  men  who  have  seen  wells  in  Pennsylvania  and  were 
out  there  herding  sheep  or  cattle — who  are  making  these  locations, 
and  they  did  not  have  the  money. 

Mr.  Lekroot.  You  think,  then,  that  Ongress  should  give  relief  to 
purely  speculative  enterprises? 

Mr.  Cl.\rk.  Congress  in  the  past  has  authorized  the  issuance  of 
patents  to  thousands  of  men  who  went  ahead  upon  the  same  terms 
but  in  more  favorable  localities  and  were  able  to  interest  capital 
and  they  have  gotten  their  profits,  and  I  do  not  see  any  difference  in 
the  class  simply  because  our  people  in  Wyoming  were  more  unfor- 
tunate and  in  a  locality  where  they  were  not  able  to  get  people  in  to 
develop  the  land  before  the  theory  of  withdrawal  was  adopted  by 
the  Government. 

Mr.  Lenroot.  Is  it  not  a  fact  that  the  whole  theory  in  this  legis- 
lation which  we  have  been  debating  now  for  many  years  where  they 
have  not  been  able  to  get  a  patent  because  of  withdrawals  has  been 
based  on  a  claim  for  equitable  relief  because  they  have  expended  large 
amounts  of  money  and  made  great  sacrifices  in  the  production  of  oil? 

Mr.  Clark.  I  think  so. 

Mr.  Lenroot.  And  in  no  case,  until  you  proposed  this  amendment, 
has  it  ever  been  suggested  to  this  committee  that  anj^  protection 
should  be  given  to  any  claimant  who  has  merely  performed  assess- 
ment work  upon  a  claim  prior  to  discovery  where  assessment  work 
had  no  connection  with  the  ultimate  development  of  oil. 

Mr.  Clakk.  Well,  I  agree  wholly  with  you  that  it  is  a  proposal  that 
is  brought  to  you  for  the  first  time  because  it  has  had  to  come  to  you 
for  the  first  time. 

Mr.  Lenroot.  And  you,  perhaps,  do  not  realize,  Mr.  Clark,  that  one 
of  tlie  difficulties  we  have  met  with  in  enacting  legislation  at  all  upon 
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this  subject  is  that  Congress  has  felt  that  the  much  more  limited  de- 
mands of  oil  men  were  so  extreme  that  they  could  not  be  granted. 

Mr.  Clark.  I  understand  that,  and  continuously  in  all  of  the  meet- 
ings— ^and  we  have  had  many  of  them  in  Wyoming — that  I  have  at- 
tended I  have  always  urged  them  not  to  seek  to  secure  rights  greater 
than  the  mining  laws  themselves  would  have  given  them  had  they 
been  left  undisturbed  by  withdrawals  or  by  repeal  of  the  mining  law\ 

Mr.  Clark.  Not  if  I  understand  the  ultimate  result  of  this  amend- 
ment, which  is  not  the  issuance  of  a  patent  but  the  granting  of  a 
lease. 

Mr.  Lenroot.  Yes;  but  the  very  theory  of  the  granting  of  a  lease 
is  that  they  would  not  be  entitled  to  patent  under  the  law. 

Mr.  Clark.  Surely. 

Mr.  Lenroot.  So  that  when  you  say  that  you  have  urged  that 
they  ask  for  nothing  more  than  they  would  be  entitled  to  under  the 
law,  you  hardly  mean  that,  do  vou? 

Mr.  Clark.  I  have  urged  that  they  ask  for  nothing  in  addition 
to  the  right  that  w^ould  be  given  them  under  the  law,  and  that  any 
saving  clause  requested  of  Congress  should  be  nothing  more  than 
that  read  by  Mr.  Downing  from  the  Revised  Statutes,  that  we 
might  proceed  unaffected  by  the  bill  so  far  as  vested  claims  are  con- 
cerned ;  but  that  if  we  are  not  in  the  position  in  the  face  of  a  with- 
drawal to  assert  right  to  a  patent,  that  we  should  not  ask  Congress 
in  this  legislation  to  give  us  any  right  to  a  patent  but  such  equities 
as  we  have  should  be  used  as  a  basis  for  giving  us  a  lease  upon 
territory  that  Congress  is  now  going  to  offer  for  the  first  time. 

Mr.  Lenroot.  One  of  these  bills  still  permits  you  to  assert  your 
right  with  respect  to  a  patent  and  get  it  under  existing  law. 

Mr.  Clark.  I  think  that  is  all  we  are  entitled  to  ask  with  reference 
to  a  patent. 

Mr.  Lenroot.  When  you  ask  for  a  preferential  lease,  it  must  be 
because  you  are  not  entitled  to  a  patent  under  existing  law. 

Mr.  C^RK.  Surely. 

Mr.  Lenroot,  So  you  do  not  mean  quite  what  you  say,  that  you 
ask  for  no  further  relief  than  you  would  be  entitled  to  under  exist- 
ing law. 

Mr.  Clark.  I  understand  you  now.  We  are  talking  of  different 
matters.  We  do  ask  for  purely  relief  measures,  but  not  in  the  shape 
of  patent  features. 

Mr.  Lenroot.  I  understand  that. 

Mr.  La  Follettb.  You  only  ask  for  that  where  under  the  present 
law  there  would  be  time  and  opportunity  for  a  man  to  secure  patent 
provided  he  went  ahead  and  developed 

Mr.  Clark.  We  go  a  little  beyond  that.  We  do  ask  for  relief  for 
those  who  would  not  be  able  to  get  a  patent  under  existing  law  on 
account  of  these  dummy  location  features,  etc. 

Mr.  Taylor.  Mr.  Clark,  the  next  to  the  last  sentence  in  your  brief 
here  reads  as  follows : 

If  section  17  is  left  the  way  it  now  stands  iu  the  Senate  bill  it  means  reward, 
In  many  Instances,  to  tenderfoot  jumpers  at  the  expense  of  old-time  bona  fide 
locators  who  blazed  the  way  back  in  the  eighties  and  nineties,  and  who  have 
legally  maintained  their  claims  themselves  or  throngh  their  successors  in 
interest. 


470  OIL  LEASING  LAKDS. 

Can  you  suggest  any  amendment,  or  have  you  suggested  any 
specific  amendment,  that  would  protect  the  old-timers,  the  good-f aitn 
locators,  against  these  tenderfoot  jumpers? 

Mr.  Clark.  I  think  that  is  the  very  amendment  we  have  been 
discussing.    I  think  it  was  proposed  for  that  purpose. 

Mr.  Taylor.  You  think  the  amendment  wnich  Mr.  Lenroot  read 
would  cover  that? 

Mr.  Clark.  That  was  the  purpose  of  it,  as  I  understand.  That 
amendment,  I  may  say,  is  proposed  by  Mr.  Schwartz,  who  is  familiar 
with  the  particular  circumstances  to  which  they  seek  to  apply  relief 
measures,  and  I  am  unable  to  interpret  it  because  I  do  not  know 
the  circumstances. 

Mr.  Taylor.  Do  you  not  think  that  these  sheep  herders,  ranchmen, 
miners,  and  citizens  generally  who  have  been  actually  living  out  in 
that  country,  and  have  for  years  been  locating  and  doing  assessment 
work  on  these  claims  for  years  and  years  with  the  hope  that  some 
time  they  would  be  able  to  secure  enough  capital  to  develop  them, 
or  get  others  to  do  so — handle  them  in  some  way  and  get  something 
out  of  them  and  develop  an  oil  field  and  improve  the  country — ought 
to  be  protected  as  against  these  new  Johnny-come-latelys,  who  have 
gone  out  there  to  jump  this  ground? 

Mr.  Clark.  I  do,  absolutely,  Mr.  Taylor.  As  I  said,  I  do  not  be- 
lieve, where  you  have  permitted  men  who  have  located  lands  under 
the  same  conditions  elsewhere  to  secure  patents  and  make  the  tre- 
mendous profits  out  of  them,  you  should  now  refuse  all  manner  of 
relief  to  the  men  who  had  equal  vision  but  poorer  judgment,  and 
who  went  out  in  a  country  where  it  happened  that  no  market  for 
oil  developed  for  30  years. 

Mr.  Taylor.  Now  I  want  to  ask  you  another  question  about  this 
word  "  speculator."  Mr.  Lenroot  asked  you  two  or  three  questions 
about  "  speculators."  As  a  matter  of  fact,  is  there  any  red-blooded 
American  who  is  worth  while  who  is  not  a  "  speculator  "  or  who  has 
not  some  ambition  to  better  his  condition  in  this  world  in  every  way 
he  honestly  can? 

Mr.  Clark.  I  hope  not. 

Mr.  Taylor.  And  is  there  any  man  who  has  gone  West  and  who 
lives  in  our  country  but  what  hopes  and  tries  in  every  legitimate  way 
to  better  his  condition  out  there  and  build  up  the  country,  and  are 
they  not  the  very  men  who  have  discovered  and  developed  all  the 
gold  and  silver  and  lead  and  zinc  mines  that  have  ever  been  de- 
veloped in  the  West?  Has  not  that  been  brought  about  by  pioneers' 
ambition  to  take  a  chance  on  the  possibilities  of  that  new  country 
with  the  hope  of  locating  and  developing  something  and  possibly 
getting  something  out  of  its  for  himself  and  his  family?  Hasn't  it 
been  and  isn't  it  still  the  adventuresome  spirit  of  the  American 
pioneer  that  has  made  the  West  what  it  is  to-day? 

Mr.  Clark.  Unquestionably. 

Mr.  Tatlor.  And  is  there  anything  reprehensible  about  a  man 
trying  to  find  and  locate  an  oil  claim  any  more  than  a  man  trying  to 
find  and  locate  a  gold  mine  or  any  kind  of  a  placer  mine  or  a  lode 
claim  or  a  homestead  claim  or  a  desert-land  claim  or  any  other  form 
of  Government  inducement  which  is  held  out  under  the  existing 
Federal  laws  that  are  enacted  by  Congress  for  the  express  pur- 
pose of  inducing  people  to  go  out  and  develop  the  western  country! 
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Mr.  Clark.  No;  they  are  all  in  the  same  class. 

Mr.  Lenroot.  I  think  you  understood,  Mr.  Clark,  what  I  had  in 
mind,  and  my  distinction  between  the  man  who  is  in  a  sense  a 
speculator  but  who  spends  his  money  upon  territory  with  the  motive 
of  discovering  oil  and  making  a  fortune  through  that  expenditure 
of  money,  and  the  man  who  may  spend  $100  a  year  upon  a  claim 
having  no  connection  with  the  development  of  oil  but  merely  for  the 
purpose  of  holding  the  claim.    That  is  what  I  had  in  mind. 

Mr.  SMrrH.  As  a  matter  of  fact,  is  it  not  a  necessarv  factor  in 
the  development  of  oil  to  have  men  who  go  out  and  pay  $100  a  year 
for  3  or  4  or  10  years?  Is  he  not  a- very  important  factor  in  the 
discovery  of  oil  ? 

Mr.  liiNROOT.  If  he  effects  a  discovery  he  is  fully  protected.  If 
there  is  not  a  discovery  the  law  does  not  recognize  that  expenditure 
as  being  legitimate  in  any  sense. 

Mr.  Taylor.  Let  me  suggest  here  that  there  are  probably  1,000,000 
people  in  the  West  to-day  who  have  mining  locations  of  some  kind, 
and  who  are  doing  their  annual  $100  assessment  work  on  each  claim 
year  after  year,  and  yet  they  have  not  capital  enough  to  go  ahead 
and  open  up  a  paying  gold  mine  or  an  oil  well,  because  it  may 
require  a  shaft  of  1,000  feet  or  a  well  3,000  feet.  They  have  got  a 
lawful  incipient  claim;  they  have  an  absolute  lesjal  right  under  the 
Federal  mmin^  law;  and  they  are  rightfully  holding  on,  hoping 
that  some  fortuitous  condition  of  circumstances  may  sometime  arise 
whereby  they  may  either  develop  or  lease  or  sell,  and  thereby  get  the 
benefit  of  their  knowledge,  energy,  privation,  and  labor.  They  may 
not  have  acquired  an  absolute  title  from  the  Government,  yet  they 
have  a  vested  legal  claim  and  right  which  is  transferable  under  the 
act  of  Congress,  and  which  neither  the  Government  nor  any  one  else 
has  any  right  to  ruthlessly  take  away  from  them. 

Mr.  Lenroot.  In  neither  the  House  nor  the  Senate  bill  is  it  pro- 
posed to  deprive  the  oil  claimant  of  that  same  right  to  the  extent  that 
he  has  it  now. 

Mr.  Taylor.  I  hope  not,  but  I  am  very  doubtful  about  it.  That  is 
about  how  it  will  be  construed. 

Mr.  Lenroot.  In  reference  to  the  paragraph  of  your  brief  that  you 
were  asked  about,  the  last  phrase  is  "  and  who  have  legally  maintained 
their  claims  themselves  or  through  their  successors  in  interest."  The 
class  of  claimants  you  speak  of  in  that  paragraph  do  not  require 
any  protection  whatever  under  section  17,  do  they  1 

Mr.  Clark.  Not  if  everybody  would  agree  with  us  as  to  what  a 
legally  maintained  claim  is. 

Mr.  Taylor.  The  only  question  we  fear  about  that  is  the  con- 
struction of  the  law  in  the  Interior  Department  may  be  such  as  to 
prevent  them  from  getting  patent.  What  is  the  use,  or  sense,  or 
fairness,  or  honesty  of  having  Federal  laws  to  encourage  the  devel- 
opment of  unknown  resources  in  unknown  places,  and  then  when  one 
prospector  out  of  a  hundred  finally  finds  something,  after  years  of 
disheartening  privations,  exposure,  discouraging  obstacles,  and  the 
hardest  work  on  earth,  when  instantly  in  rushes  some  flippant  Gov- 
ernment inspector  and  confiscates  all  he  has,  and  prosecutes  him  as  a 
public  land  looter,  and  drives  him  out  of  the  country  a  bankrupt  and 
m  disgrace? 
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Mr.  Clark.  We  do  believe  that  it  is  the  function  of  Congress  | 
clear  away  disputes  that  may  exist  as  to  what  the  past  law  has  horn 

STATEMENT  OF  MB.  E.  L.  KISTLEB,  OF  MITSEOOEE,  OKLA. 

Mr.  Taylor  (acting  chairnum).  Mr.  Kistler,  where  do  yoii  live? 

Mr.  Kistler.  Muskogee,  Okla.  J 

Mr.  Taylor.  Are  you  going  to  make  a  statement  about  the  Wyon 
ing  situation  ?  ' 

Mr.  Kistler.  Yes,  sir ;  I  think  so. 

Mr.  Taylor.  What  is  your  business? 

Mr.  Kistler.  I  am  engaged  in  the  oil  business  in  Oklahoma  a 
Wyoming. 

iVfr.  Taylor.  Whom  do  you  represent?    Just  tell  us  who  you 
and  whom  you  represent  and  for  what  purpose  you  appear  before  t 
committee. 

Mr.  Kistler.  I  represent  the  Producers  &  Refiners  Corporatiol 
engaged  in  producing  and  refining  oil  in  Oklahoma  and  Kansas  an 
in  producing  oil  in  Wyoming. 

Mr.  Taylor.  How  long  have  you  been  in  this  occupation  ?  i 

Mr.  Kistler.  1  have  been  in  it  11  years,  but  I  have  been  devotim 
all  my  time  to  the  oil  business  for  3  years.  We  Tvent  into  Wyoiiiini 
in  the  spring  of  last  year,  and  we  are  now  drilling  three  wells  theiti 
One  well  is  about  1,900  feet  deep  and  the  other  aoout  600  feet.  We 
have  made  two  additional  locations,  and  probably  by  this  time  the 
material  is  on  the  ground  for  those  wells.  We  are  not  on  any  with- 
drawn land,  unless  it  might  be  some  of  the  Hudson  Oil  Co.'s  prop- 
erty which  we  think  we  have  purchased.  We  paid  for  it,  at  least, 
and  we  think  we  have  purchased  it. 

The  condition  in  Wyoming  as  we  found  it,  in  a  general  wav,  was 
this:  Citizens  in  all  walks  of  life  appai-entlv  had  made  these  filings. 
They  were  not  satisfied  with  their  little  surface  operations,  and  real- 
izing that  that  was  unproductive  to  them,  desired  some  practical 
ex])1oration  of  those  lands.  Some  for  a  consideration  oi  several 
dollars  per  acre,  some  without  consideration  at  all,  except  the  condi- 
tions named  in  the  contract  to  be  performed,  let  those  lands  to  this 
company,  and  the  company  immediately  went  to  work  to  do  practical 
work. 

Xow,  in  no  instance  did  the  Producers  &  Refiners  Co.  cause  aiiv 
filings  to  be  made,  and  I  might  say  there  are  five  brothers — I  have 
four  brothers  younger  than  myself— who  largely  own  and  control 
this  company;  and  I  am  quite  sure  that  we  have  not  filed  on  any 
lands  ourselves.  I  may  be  mistaken  about  that  in  some  instances,  but 
that  is  my  impression  at  this  time.  We  simply  leased  the  lands  which 
others  had  long  since  filed  upon,  and  have  been  doing  there  a  little 
of  what  you  might  call  assessment  work.  That  is  the  real  tnith 
about  the  situation.  Tn  addition  to  those  Government  lands  we  leased 
considerable  patented  lands. 

Xow,  we  feel  that  those  parties  have  at  least  some  rights,  and  we 
aie  not  asking  for  any  rights  to  be  respected  which  in  truth  and  in 
fact  are  not  rights,  but  we  do  feel  that  the  man  who  in  good  faith, 
and  understanding  the  placer  mining  law,  filed  upon  those  lands  and 
attempted  to  carry  out  the  provisions  of  that  law,  his  rights  should 
be  respected.    I  can  see  from  what  I  have  heard  since  I  have  been  here 
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Jiat  almost  an^  legislation  passed  is  going  to  create  disastrous  re- 

,  ults  in  Wyoming.    For  instance,  take  the  places  where  we  are  now 

Irilling  ourselves.    If  any  law  which  I  have  heard  proposed  here  so 

(jir  is  passed,  what  will  be  the  result?    Morally,  we  are  not  in  a  po- 

ation  to  file  upon  any  of  these  lands  which  we  have  leased.    We  can 

lot  break  faith  with  our  lessors  to  that  extent.    What  would  prevent 

loinc  man  jumping  up  from  under  a  cactus  bush  and  driving  a  stake, 

mowing  that  we  have  spent  large  sums  of  money  there  and  knowing 

hat  we  would  make  a  most  liberal  compromise  with  him  before  we 

vould  move  off  of  that  property?     Take  the  place  whei^e  we  have 

Irilled  to  a  depth  of  1,900  feet.    That  hole  so  far  has  cost  many 

iiousands*  of  dollars,  and  that  entire  holding  there,  as  I  understand 

t.  is  on  lands  filed  upon  by  the  class  of  people  I  mentioned  a  while 

Jgo. 

Mr.  Tatlor.  Men  who  simply  filed  a  location  and  thereafter  did 
(heir  annual  assessment  work? 

.  Mr.  KiSTLER.  Yes;  and  those  people  in  almost  every  instance  were 
people  unable  to  spend  the  sum  of  money  that  was  necessary  to  be 
spent  to  secure  results.  Now,  suppose  vou  should  pass  some  law  giv- 
ing to  each  person  an  area  of  any  number  of  acres,  2,500,  600,  or  any 
other  amount.  How  will  you  remedy  this  situation?  Here  are  eigKt 
people  who  have  filed  upon  160  acres.  Which  one  of  that  particular 
eight  will  you  give  the  160  acres  to,  say  you  limit  it  to  160  acres? 
1\Tiat  one  of  those  individuals  will  you  give  the  160  acres  to?  It 
seems  to  me  that  there  is  but  one  way  to  do  justice  to  all  concerned 
in  this  legislation,  and  that  is  that  there  should  be  a  classification ;  in 
other  words,  the  producing  properties  coming  under  one  class  and  the 
nonproducing  properties  coming  under  another,  and  the  unfiled 
properties  coming  under  another. 

It  seems  to  me,  and  I  know  it  must  be  true,  that  there  are  vast 
numbers  of  those  claimants  who  will  come  clearly  within  the  pro- 
visions of  section  31  of  the  House  bill. 
Mr.  TatIiOB.  Do  you  mean  the  section  on  page  41  of  the  House  bill  ? 
Mr.  KiSTLER.  I  mean  the  last  section,  which  is  section  31.  It  reads, 
^'  except  as  to  valid  claims  existent  at  date  of  the  passage  of  this  act 
and  thereafter  maintained  in  compliance  with  the  laws  under  which 
initiated,  which  claims  may  be  perfected  under  such  laws."  Now, 
taking  it  for  granted  that  there  is  a  vast  number  of  those  clainaants 
whose  rights  that  provision  will  proteet,  how  will  you  meet  this  situa- 
tion ?  l^re  are  20  here  and  20  there,  scattered  all  over  large  areas  of 
the  country.  They  are  in  twenties  here  and  there.  How  will  you 
allot  to  any  one  man  2,500  acres,  5,000  acres,  or  640  acres  without 
interfering  there  with  some  man's  rights? 

Now,  as  I  understand  it,  it  has  never  been  the  policy  of  this  Gov- 
ernment to  profit  from  its  public  lands,  or  to  directly  profit  from  its 
public  lands.  It  has  made  it  a  policy  of  development.  For  instance, 
take  the  public  lands  down  there  in  Oklahoma,  which  were  disposed 
of,  I  believe,  in  1904  or  1905,  I  am  not  sure  which,  by  drawings. 
The  government  there  did  not  restrict  that  to  foreigners  alone.  I 
know  of  lawyers  who  went  down  there  in  that  locality  with  their 
elbows  out,  and  who  went  upon  these  farms.  They  would  practice 
law  in  the  little  towns  near  by  and  drive  from  the  fanns  to  the  little 
towns,  or  manv  of  them  did.    Our  worthv  chairman  is  from  down 
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there  in  that  locality,  and  he  knew  the  conditions  there.  What  was 
the  result?  A  great  community,  a  great,  vast  domain  of  unutilized 
land,  was  developed  and  made  usefm  to  mankind.  That  same  prin* 
ciple  or  that  same  policy  would  follow  right  through  the  oil  busmess. 
Why,  you  are  giving  nothing  when  you  give  the  entire  State  of 
Wyoming  away — not  a  thing  on  earth.  Every  man  who  invests  $1 
in  the  country  contributes  to  the  maintenance  of  this  Government 
Under  the  income-tax  law  now,  as  it  stands,  the  contribution  from 
the  oil  men  will  be  great.  I  undertake,  gentlemen,  to  make  this 
astounding  statement :  That  the  oil  interests  of  Oklahoma  are  to-day 
contributing  more  to  the  maintenance  of  the  State  and  Federal  Gov- 
ernment than  all  other  interests  in  that  State  combined.  I  make 
that  astounding  statement,  and  I  think  it  is  true.  I  do  not  know  to 
what  figures  it  will  reach,  but  I  know  it  is  going  to  be  a  heavy  drain- 
age on  the  State.  They  pay  a  3  per  cent  gross  production  tax  to  the 
State. 

Now,  do  not  understand  me,  if  you  please,  to  advocate  the  turning 
over  of  vast  tracts  of  the  public  lands  in  Wyoming,  or  in  any  other 
State,  to  any  one  concerned,  if  that  one  concern  has  received  that 
directly  from  the  Government;  but  if  it  has  leased  land  from  some 
individual  and  is  paying  royalties  to  that  man,  I  do  not  see  that  the 
Government  is  being  injured.  It  is  a  medimn  for  distributing  wealth 
among  the  people  of  this  country. 

There  is  one  other  proposition  that  I  wish  to  speak  of,  and  that  is 
this:  Much  has  been  said  about  monopolies;  I  agree  with  Mr.  Clark 
upon  this  proposition,  that  you  need  never  fear  a  monopoly  in  the 
production  of  oil.  A  royalty  interest  of  one-eighth  in  a  settled  pro- 
vision represents  one-fourth  of  the  value  of  the  entire  property. 
There  is  no  expense  connected  with  the  royalty,  and  as  the  production 
decreases  there  are  numerous  items  of  expense  charged  to  the  lease. 
For  interest,  there  is  the  placing  of  new  cups,  because  the  sand  cuts 
the  cups  out  rapidly,  and  that  is  an  expensive  operation,  and,  besides, 
there  are  numerous  other  items  of  expense. 

There  is  but  one  way  to  successfully  fight  a  large  concern  which 
might  be  called  a  monopoly,  and  that  is  through  the  refineries.  At 
one  time  in  Oklahoma  we  felt  that  we  were  in  the  grasp  of  a  wonder- 
ful monopoly.  To-day  that  concern,  which  is  one  of  the  largest  sub- 
sidiaries of  the  Standard  Oil  Co.,  is  as  meek  and  humble  as  a  Iamb, 
and  you  never  saw  a  nicer  set  of  gentlemen  to  do  business  with.  The 
latcKstring  is  always  out,  and  you  can  go  to  their  office  when  you 
please  without  passing  up  a  card  or  going  through  any  other  for- 
mality. They  come  to  you  for  your  oil.  Now,  what  did  that? 
The  small  refineries  did  it.  To-day  we  have  numerous  little  skim- 
ming plants,  as  we  call  them,  and  a  great  many  medium-sized  refin- 
eries which  can  handle  business  in  a  practical  way  and  save  the 
greater  portion  of  the  by-products  from  the  crude  oil.  They  have 
trucks  running  continuously  from  those  refineries  there,  into  the 
towns  and  all  over  the  country,  supplying  the  filling  stations.  When 
this  Cushing  field  was  still  there,  with  wells  producing  large  quan- 
tities of  oil,  oil  was  selling  for  23  cents.  Gasoline  was  then  retailing 
for  about  11  cents;  but  the  market  price  of  the  Cushing  products 
was  never  as  low  as  22  cents,  although  there  were  some  large  sales 
of  storage  oil  made  as  low  as  22  cents.    To-day  the  producer  can  not 
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reach  the  consumer  except  through  the  refiner.  You  have  no  use 
for  crude  oil,  but  you  do  have  a  use  for  gasoline  and  for  the  by- 
products of  it. 

It  does  not  cost  any  considerable  sum  of  money  to  build  a  pipe  lino 
to  a  railroad,  or  a  small  pipe  line  to  a  railroad,  and  have  there  a 
loading  right.  Most  of  the  railroads  that  are  operating  in  the  oil 
fields  will  lease  tank  cars  to  you.  If  not,  you  can  buy  those  tank  cars 
for  about  $2,600.  Up  until  recently  the  cost  was  about  $2,100.  Now, 
what  will  you  do  with  it?  In  every  city  of  this  country  you  now 
have  men  engaged  in  the  brokerage  business,  as  you  might  call  it,  or, 
in  other  words,  they  are  distributers.  They  are  in  St.  Louis,  and, 
I  dare  say,  there  are  some  in  Washington.  I  have  no  information 
as  to  whether  you  have  any  here  or  not,  but  I  dare  say  that  in  Wash- 
ington you  have  agents  right  here  who  buy  gasoline  for  Washington 
and  who  have  men  to  operate  these  filling  stations.  Now,  you  can 
reach  the  consumers  through  pipe  lines  seven  or  eight  hundred  miles 
long;  but,  of  course,  that  Kind  of  a  pipe  line  would  take  an 
enormous  amount  of  money,  and  a  few  small  producers  could  not 
provide  that,  but  a  few  small  producers  can  go  and  build  a 
refinery  of  a  capacity  of  2,000  barrels  a  day,  which  would  handle  the 
average  production  of  any  six  or  eight  small  producers.  They  can 
build  a  3-inch  line  to  a  refinery,  even  if  they  have  to  build  it  40,  50, 
or  60  miles.  They  can  do  that,  and  then  get  in  touch  with  the 
public.  Therefore  they  are  benefactors.  The  question  was  asked 
some  days  ago  whether  the  small  refinery  would  protect  the  public, 
or  in  what  way  it  would  tend  to  lower  the  prices.  At  this  time  it 
does  not,  because  it  would  be  nonsense  to  argue  that  any  man  would 
sell  his  goods  at  less  than  the  price  he  could  receive  if  there  was  a 
ready  demand  for  it.  But  we  are  passing  through  abnormal  times 
at  this  time,  and,  Mr.  Chairman  and  members  of  the  committee,  when 
you  pass  some  legislation,  you  should  bear  that  in  mind — that  is, 
that  you  are  passing  a  law  that  is  for  the  future,  and  not  to  fit  the 
conditions  during  these  abnormal  times. 

I  believe  there  is  nothing  else  I  care  to  say. 

Mr.  SiNNOTT.  What  is  your  suggestion  to  the  end  that  these  small 
men  should  not  be  eliminated  ? 

Mr.  Kisti;er.  My  suggestion  is  simply  this,  that  if  any  man  has  a 
fight,  or  a  valid  right,  that  that  right  shall  be  respected,  and  that 
is  the  only  honorable  way  I  can  see  for  the  Government  to  do. 

Mr.  SiNNOTT.  Have  you  any  amendments  to  suggest? 

Mr.  KisTiXR.  I  have  none  prepared,  but  I  understand  that  the  com- 
mittee is  to  get  together  to-day  and  prepare  some. 

Mr.  Leneoot.  Is  there  anything  in  the  bill  that  does  protect  valid 
rights? 

Mr.  KiSTLER.  No,  sir ;  I  do  not  believe  so. 

Mr.  Lexroot.  Then  why  do  you  not  suggest  amendments? 

Mr.  KiSTLER.  There  should  be  some  provision  for  establishing 
valid  rights.  Now,  it  is  a  debatable  question  as  to  what  a  valid  right 
IS.  A  man  with  a  little  20-acre  tract  here  should  be  protected  just  as 
much  as  the  man  with  $100,000,000  worth  of  property. 

Mr.  SiNNOTT.  Is  it  your  contention  that  he  is  not  protected  but 
eliminated  ? 

Mr.  KisTLER.  This  provision  I  have  read  is  for  the  protection  of 
the  small  man,  but  I  think  it  is  the  duty  of  this  Congress  to  explain  it 
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and  make  it  definite  and  certain.  To  illustrate  that,  if  you  will  par- 
don me,  I  want  to  refer  to  some  legislation  in  Oklahoma.  We  had  8 
Creek  treaty  there  which  provided  that  restrictions  should  remaic 
upon  citizens  "  for  a  period  of  five  years  from  and  after  the  approval 
of  this  act."  Now,  it  took  a  decision  by  the  Supreme  Court  of  the 
United  States  to  settle  that  question.  Again,  in  the  case  of  the  bill 
removing  the  restrictions  from  the  freedmen  of  the  Five  Civilized 
Tribes,  the  bill  provided  that  "  all  restrictions  are  hereby  removed 
from  all  persons  not  of  Indian  blood."  That  created  all  kinds  of  con- 
fusion, and  not  until  1906  or  1908  did  we  have  a  bill  which  removed 
the  restrictions  from  persons  whose  names  appeared  upon  the  freed- 
men's  roll  of  those  tribes.  It  required  a  decision  by  the  Supreme 
Court  of  the  United  States  to  settle  that. 

Now,  this  provision  reads,  "  Except  as  to  valid  claims  existent  at 
the  date  of  the  passage  of  this  act,  and  thereafter  maintained  in 
compliance  with  the  laws  under  which  initiated,  which  claims  may 
be  perfected  under  such  laws."  Now,  if  that  provision  is  put  in  con- 
cise language,  so  that  there  can  be  no  misinterpretation  oi  what  you 
mean 

Mr.  Lenroot  (interposing) .  You  think  that  it  should  be  made  more 
concise  than  it  is  there  stated? 

Mr.  KiSTLER.  Yes,  sir. 

Mr.  Smith.  You  propose  to  suggest  some  further  amendment  to 
section  31,  so  as  to  make  it  more  definite? 

Mr.  KisTusR.  Yes,  sir;  in  connection  with  that  committee. 

Mr.  Taylor.  You  said  that  you  felt  that  any  legislation  which  this 
Congress  might  enact  along  this  line  is  going  to  be  disastrous.  Now, 
what  would  you  suggest  in  order  to  relieve  the  situation  and  prevent 
disaster?  Would  you  suggest  tliat  we  do  nothing  in  the  way  of 
legislation,  or,  if  we  should  enact  some  legislation,  what  specific  kind 
of  legislation  would  you  suggest  ?  Give  us  the  benefit  of  your  knowl- 
edge. 

Mr.  KisTLER.  By  all  means  provide  some  legislation. 

Mr.  TAYiiOR.  Well,  if  anythmg  we  can  do  is  going  to  be  disastrous, 
what  is  the  remedy  ? 

Mr.  KiSTLER.  But  even  as  it  stands  it  is  better  than  nothing.  I 
say  frankly  that  the  bill  as  it  stands  is  far  better  than  nothing.  The 
conditions  out  there,  as  existing  there,  are  ruinous. 

Mr.  TiMBERLAKE.  Are  you  speaking  of  the  Senate  bill  or  House 
bill? 

Mr.  KiSTL£R.  As  the  conditions  exist  out  there  now,  I  said  that 
either  of  these  bills  would  be  better  than  nothing.  I  say  that  it  is 
essential  that  some  legislation  be  enacted. 

Mr.  Taylor.  Why  don't  you  tell  us  what  should  be  done? 

Mr.  KiSTLER.  A  moment  ago  when  I  said  that  any  legislation  which 
probably  would  be  gotten  through  here,  or  passed,  would  be  disas- 
trous; this  is  what  I  really  meant  to  say 

Mr.  Taylor  (interposing).  I  think  I  know  what  you  meant,  and 
that  might  be  all  right  enough;  I  think  I  feel  somewhat  the  same 
way.  But  what  would  you  suggest?  Give  us  a  concrete  statement 
of  what,  in  your  judgment,  would  provide  for  the  development  of 
the  oil  resources.  Suppose  we  could  brush  aside  all  prejudice  and  all 
this  eastern  conservation  camouflage  and  endeavor  to  pass  something 
for  the  real  benefit  of  the  Government,  something  that  would  thor- 
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oughty  protect  the  Government  and  increase  the  oil  production,  and, 
at  the  same  time^  treat  the  people  out  there  who  have  discovered  and 
developed  this  oil  fairly  and  encourage  them  and  others  to  discover 
and  develop  other  oil  fields.    What  kind  of  an  oil  bill  should  we  pass'? 

Mr.  KiSTLEK.  With  respect  to  the  rights  of  those  that  you  attempt 
to  protect  in  section  31 ^ 

Mr.  Taylor  (interposing).  Tell  the  committee  what  you  mean, 
what  your  ideas  are  (mi  this  subject'. 

Mr.  K[isTi.ER.  I  mean  this :  That  any  man  who  has  a  val^d  aji'd 
existing  claim,  as  you  and  I  probably  understand  it  now,  "j^t  tKe 
date  of  the  passage  of  this  act  and  thereafter  maintained  in  com- 
pliance with  the  laws  under  which  initiated  " — necessarily  tbat  would 
be  under  the  placer-mining  law — "which  claims  may  be  perfected  un- 
der such  laws."  What  I  mean  by  valid  and  existing  claims  under 
the  placer-mining  law  is  a  claim  which  was  properly  filed  and  which 
had  been  maintained  even  by  a  little  assessment  work  just  according 
to  the  letter  of  the  law,  or  you  migbt  say  the. spirit  of  it,  either,  and 
had  been  maintainied  to  this  date  or  the  date  of  the  passage  oi  this 
act ;  I  mean  that  is  a  valid  claim  and  ought  to  be  respected.  , 

Mr.  Lenroot.  Irrespective  of  whether  there  is  discovery  or  not?    . 

Mr,  KisTLER.  If  they  are  prosexjuting  their  work  under  that  law; 
while  you  and  I  know  as  a  practical  proposition  that  that  little  sur- 
face business  will  never  bring  results  to  the  permittee. 

Mr.  Lenroot.  You  are  an  attorney,  I  take  it? 

Mr.  KisTiiER.  I  have  been  accused  of  it ;  yes,  sir. 

Mr.  Lenroot.  I  have  assumed  that  all  the  way  through,  and 
that  is  why  I  have  asked  my  questions  in  this  form. 

Mr.  EosTLJSR.  Yes. 

Mr.  Lenroot.  You  understand,  do  you  not,  that  it  is  the  very  well- 
settled  law  that  prior  to  discovery  the  mere  doing  of  assessment  work 
will  not  constitute  a  compliance  with  the  law  ? 

Mr.  Kistler.  It  will  constitute  a  compliance  with  it  up  to  that 
date. 

Mr.  Lenroot.  If  nobody  interferes. 

Mr.  KiSTLER.  Yes. 

Mr.  Lenroot.  And  he  would  not  have  to  do  any  work  if  no  one  in- 
terfered. 

Mr.  KisTLER.  Every  man  who  went  upon  these  leases  has  added 
something  to  the  ultimate  production  or  oil.  We  never  solicited  a 
lease  from  any  man,  woman,  or  child  out  there.  It  was  not  neces- 
sary. They  are  out  there  in  droves  hunting  people  to  drill  upon  the 
property.  Now,  when  they  procure  some  one  to  drill  a  well  they  have 
added  something  in  securing  oil. 

Mr.  Lenroot.  Now,  let  me  take  your  case.  You  have  made  a  lease 
with  certain  locators  who  have  performed  their  assessment  work, 
and  there  has  been  no  withdrawal.  Now,  if  those  locations  are  in  that 
shape  under  the  placer  mining,  you  are  protected  under  this  bill  ir- 
respective of  any  assessment  work  that  may  or  may  not  have  been 
done  bv  those  locators :  is  not  that  true  ? 

Mr.  KiSTUEK.  Yes;  but  the  passage  of  the  amendments  which  you 
are  seeking  and  the  limiting  of  acreage,  etc.,  or  in  other  words  the 
inducement  which  you  offer  to  a  permittee  to  take  a  lease  in  lieu  of  his 
patent,  if  he  would  elect  to  do  that,  his  right  would  be  lost? 
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Mr.  Lenroot.  That  is  entirely  up  to  the  claimant.  In  your  case 
there  would  be  no  question  about  it  from  the  statement  of  facts  made 
by  you. 

Mr.  KisTLER.  Well,  we  are  drilling  on  one  claim.  We  can  not  drill 
on  nil  the  claims  at  one  time. 

Mr.  Taylor.  The  difference  between  you  gentlemen,  or  at  least  one 
difference,  is  this:  You  think  your  claims  are  legal  and  would  be 
held  and  allowed  to  go  on  to  patent,  and  Mr.  Lenroot  does  not  think 
they  would. 

Mr.  KisTLER.  Yes. 

Mr.  Taylor.  And  possibly  you  might  be  right  in  being  able  to  go 
on  and  patent  the  one  20-acre  claim  you  happen  to  be  on,  or  possibly 
the  IGO-acre  claim  you  happen  to  be  on. 

Mr.  KiSTLER.  Yes. 

Mr.  Taylor.  But  you  would  not  be  permitted  to  get  the  benefit  of 
the  1903  law  and  go  ahead  and  patent  the  other  four  claims? 

Mr.  KiSTLER.  No,  sir;  not  at  all. 

Mr.  Taylor.  The  difference  between  you  two  gentlemen  is  that 
one  assumes  they  are  illegal,  and  the  other  assumes  they  are  legal, 
and  that  language  would  not  protect  the  very  claims  you  are  now 
operating  on  at  all.  But  nine  out  of  every  ten  of  them  would  prob- 
ably be  cancelled,  even  if  that  section  in  its  present  form  stays  in  the 
bill. 

Mr.  KiSTLER.  I  have  not  heard  anyone  here  ask  protection  for  some 
per5-on  claiming  illegally. 

Mr.  Taylor.  Of  course  not.   I  do  not  mean  illegally  at  all. 

Mr.  KiSTLER.  On  the  contrary,  I  believe  every  man  who  has  ap- 
peared before  your  committee  has  affirmatively  stated  that  they  were 
asking  no  mercy  or  no  leniency  for  any  person  who  had  not  complied 
with  the  law. 

Mr.  Lenroot.  Let  us  see  in  your  own  case.  Assuming  there  had 
not  been  in  law  a  discovery  by  your  predecessors  in  interest  in  your 
claim,  and  assuming  you  are  drilling  upon  only  one  claim  and  the 
law  should  be  that  drilling  upon  one  claim  was  not  legitimately  pur- 
suing work  to  a  discovery  upon  all  of  them,  then  as  to  all  except  the 
claim  you  are  drilling  upon  your  claim  would  be  illegal,  if  I  have 
stated  it  correctly. 

Mr.  KiSTLER.  When  a  man  complies  with  the  law  I  do  not  under- 
stand he  is  violating  the  law. 

Mr.  Lenroot.  Certainly  not. 

Mr.  KiSTLER.  Now,  what  does  the  placer  mining  law  provide? 
Mr.  Lenroot,  the  placer  mining  law,  as  we  all  know,  is  absolutely 
and  practically  inapplicable  to  the  oil  business;  but,  nevertheless. 
Congress  passed  that  law,  and  Congress  said  that  was  the  law.  If 
Congress  should  say  that  in  cutting  timber  you  should  begin  at  the 
top  of  the  tree  and  cut  down  toward  the  ground,  that  would  be  the 
law. 

Mr.  Lenroot.  Yes. 

Mr.  KiSTLER.  Now,  Congress  said  that  that  was  the  law,  and  that 
that  should  be  the  method  adopted.  Now,  then,  the  man  who  com- 
plies with  that  does  not  violate  the  law,  in  my  judgment,  even 
though  we  know  as  a  practical  proposHion  that  he  does  not  procure 
the  result  which  he  desires  and  which  Congress  desircSi  too. 
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Mr.  Lenroot.  That  is  absolutely  true ;  and  if  he  complies  with  the 
law  there  is  no  power  on  earth  that  can  deprive  him  of  his  rights. 

Mr.  Taylor.  The  Question  is  what  is  the  law,  as  it  will  be  construed 
and  pronounced  by  tne  Interior  Department.  That  department  may 
construe  them  off  the  earth,  especially  if  they  follow  the  interpreta- 
tion of  the  Department  of  Justice. 

Mr.  Lenroot.  I  understand  that  situation. 

Mr.  Tatlor.  I  do  not  think  that  language  there  will  amount  to 
anything  or  be  construed  to  bs  any  protection  to  thousands  of  bona 
fide  claimants  and  valid  claims  under  the  placer  law. 

Mr.  Lenroot.  But  when  the  witness  says  that  he  asks  nothing 
more  than  that  valid  claims  may  be  perfected  under  existing  law,  I 
ask  him,  then,  if  that  is  not  exactly  what  the  House  bill  does  provide? 

Mr.  Kistler.  Mr.  Lenroot,  I  ask  that  the  procedure  in  carrying 
out  the  placer  mining  law  be  applied  to  these  claims.  We  ask  noth- 
ing more  than  what  the  placer  mining  law  has  offered  them.  Now, 
then,  I  ask  that  you  apply  the  same  procedure  in  construing  those 
rights  that  has  heretofore  been  applied ;  not  that  you  adopt  a  different 
code  of  procedure  now  for  determining  the  rights  of  the  permittee, 

Mr.  La  Follette.  In  your  case  you  are  drilling  a  well  on  only  one 
claim,  but  you  have  a  lease  on  a  group  of  claims  ? 

Mr.  Kistler.  Yes,  sir. 

Mr.  La  Follette.  And  those  claimants  who  have  claims  on  which 
the  work  is  not  progressing  are  still  keeping  up  their  assessment 
^ork  and  obeying  the  placer  law  as  they  undei*stand  it  ? 

Mr.  Kistler.  They  are  complying  with  the  letter  of  the  placer  law. 

Mr.  Lenroot.  Whether  there  has  been  discovery  or  not'< 

Mr.  Kistler.  Yes. 

Mr.  La  Follette.  As  far  as  they  are  concerned? 

Mr.  Lenroot.  I  must  insist  again  that  I  do  not  think  there  should 
be  any  misrepresentation  of  the  law.  You  must  know  that  unless 
there  has  been  a  discovery,  assessment  work  can  avail  nothing  as 
such ;  is  not  that  the  fact  f 

Mr.  Kistler.  In  the  end ;  yes. 

Mr.  SiNNOTT.  Do  you  make  any  distinction  between  a  valid  claim 
and  a  valid  location? 

Mr.  Kistler.  No  ;  I  do  not,  as  I  understand  it.  I  have  never  had 
anything  to  do  much  with  the  placer  mining  law. 

Mr.  I^NROOT.  Neither  have  I;  but  if  we  continue  these  sessions 
very  much  longer  we  will  all  become  expert  on  it. 

Mr.  Taylor.  If  the  Department  of  the  Interior  should  construe 
that  everyone  of  the  claims  you  now  have  leased,  or  anybody  else 
has  leased,  in  the  State  of  Wyoming  was  invalid,  except  those  that 
had  oil  in  paying  quantities  discovered  on  them,  as  a  condition  pre- 
cedent to  their  valid  location,  how  many  of  them  would  be  held  legal 
and  how  many  would  be  allowed  to  go  to  patent  under  this  last 
clause? 

Mr.  Kistler.  None  at  all. 

Mr.  Taylor.  That  is  the  reason  I  say  to  you  that  in  my  judgment 
this  language  is  misleading  and  does  not  and  will  not  amount  to 
anything,  so  far  as  protect mg  the  rights  of  innocent,  bona  fide  lo- 
cators in  Wyoming  and  Colorado  and  every  other  western  State  is 
concerned. 
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Mr.  KiSTLEH.  That  depends  upon  the  construction  put  upon  the 
word  "  valid."  You  take  out  the  word  "  valid  "  and  then  you  meet 
all  the  conditions. 

Mr.  Tatlor.  That  is  why  I  say  that  you  and  Mr.  Lenroot  are  two 
thousand  miles  apart.  I  am  not  in  favor  of  enacting  what  I  believe 
will  prove  to  be  a  deception  and  a  fraud. 

Mr.  Kistler.  I  see  now  what  Mr.  Lenroot  is  driving  at  for  the  first 
time.  If  I  was  construing  the  word  "  valid  "  as  you  do,  I  would  put 
the  word  "  perfected  "  there  in  lieu  of  the  word  "  valid."  I  do  not 
think  the  word  "  perfected  "  would  be  any  more  disastrous  than  the 
word  "valid." 

■  

Mr.  Lenroot.  If  it  was  perfected,  there  would  have  to  be  discovery, 
and  if  it  was  merely  valid,  there  does  not  have  to  be. 

Mr.  KisTijiiR.  It  would  be  up  to  the  point  of  patent. 

Mr.  Lenroot.  Yes. 

Mr.  Kistler.  If  you  are  going  to  put  the  interpretation  upon  that 
law  that  any  man  who  goes  there  and  complies  with  the  letter  of  the 
law  acquires  no  rights  whatever,  either  in  law  or  equity,  until  discov- 
ery  

Mr.  Lenroot.  No;  I  do  not. 

Mr.  Kistler.  If  you  put  that  construction  on  it- 


Mr.  La  Follette  (interposing).  That  construction  could  be  put 
upon  what  you  said,  whether  you  meant  it  or  not. 

Mr.  Lenroot.  No;  I  am  simply  putting  the  same  constructian 
upon  it  that  the  Court  of  Appeals  has  put  upon  it. 

Mr.  Taylor.  Mr.  Kistler,  to  sum  up,  your  idea  is  that  that  ex- 
pression "a  valid  claim  existent  at  this  date,"  really  ou^ht  to  be 
clearly  defined  in  the  statute  itself,  or  else  these  people  will  not  be 
protected  ? 

Mr.  Kistler.  Yes,  sir ;  I  certainly  do  think  so. 

(The  committee  thereupon  adjourned  until  Friday,  Februarv  15, 
1918,  at  10  o^clock  a.  m.) 


House  of  Representatives, 
Committe  on  Public  Lands, 

Friday,  Fehruary  15,  1918, 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEMENT  OF  MR.  L.  A.  MILLEK,  OF  CASPEE,  WYO. 

The  Chairman.  Mr.  Miller,  will  you  state  your  full  name  and 
whom  you  represent? 

Mr.  Miller.  L.  A.  Miller,  Casper,  Wyo.,  and  I  am  here  as  one  of 
a  committee  of  three  representing  the  Wyoming  Independent  Oil 
Men's  Protective  Association.  I  happen  to  be  the  secretary  of  that 
association.  I  may  state  for  the  benefit  of  the  record  that  the  com- 
pany with  which  I  am  associated  as  secretary-treasurer  has  no  Got- 
ernnient  land ;  no  locations  or  leases  on  Government  land. 

I  wanted  to  discuss  with  the  committee  the  leasing  features  of  the 
bill  as  distinguished  from  those  features  which  relate  to  relief. 

The  Chairman.  Have  the  people  whom  you  represent  any  with- 
drawn lands  at  all? 
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Mr.  Miller.  As  a  member  of  the  committee  representing  the  Oil 
Men's  Protective  Association,  those  people  have  large  acreages  of 
withdrawn  lands  and  un withdrawn  lands. 

The  Chair]vian.  So  they  are  interested  in  withdrawn  lancis  and 
imwithdrawn  lands  also? 

Mr.  Miller.  Yes,  sir ;  but  as  I  stated,  I  want  to  discuss  the  leasing 
features  of  the  bill  as  distinguished  from  the  relief  features  of  the 
bill. 

I  have  been  for  four  years  chief  clerk  in  the  State  land  office  pf 
Wyoming,  serving  under  Mr.  S.  G.  Hopkins,  now  Assistant  Secre- 
tary of  the  Interior.  During  my  tenure  in  public  office  our  office  and 
the  State  land  board  of  Wyoming  were  confronted  with  the  same 
problems  which  now  confront  your  committee.  The  oil  business 
practically  had  its  inception  during  our  term  in  office,  and  it  fell  to 
our  office  to  institute  a  system  of  leasing  the  State  and  school  lands. 
Neither  Mr.  Hopkins  nor  myself  had  had  any  previous  oil  experience. 
We  had  to  build  up  from  the  bottom.  We  even  had  to  send  down 
to  Oklahoma  and  Texas  for  lease  forms,  the  terms  of  many  of  which 
forms  were  practically  unintelligible  to  us.  We  had  to  work  this 
thing  out,  and  work  it  into  a  system  which  we  believed  would  fit 
the  situation  in  Wyoming,  and  it  is  from  the  viewpoint  of  that  ex- 
perience that  I  w^anted  to  talk  a  few  minutes  to  the  committee. 

I  want  to  enlarge  a  little  on  what  Mr.  Clark  said  yesterday  with 
regard  to  the  position  this  committee  should  take  in  framing  this 
kind  of  legislation.  The  legislation  should  be  made  to  fit  the  situation 
as  a  whole,  and  should  be  made  with  regard  to  what  confronts  pos- 
sible oil  development  in  the  future. 

The  general  public  opinion  with  regard  to  the  oil  business  has  been 
founded  upon  spectacular  successes,  and  not  the  large  risks  and  losses 
that  are  involved  in  exploiting  new  territory.  For  instance,  we  have 
in  our  country  at  this  time  a  whole  herd  of  promoters,  promoting 
oil  companies  of  greater  or  less  respectability,  mostly  less,  and  having 
in  view  largely  the  sale  of  stock.  For  the  greater  part  they  do  very 
little  drilling.  Once  in  a  while  to  protect  themselves  from  the  Post 
Office  Department  they  do  a  little  drilling,  but  their  chief  aim  in  life 
is  to  sell  stock.  Their  advertisements  exploit  to  the  people  that  $100 
invested  in  Squeehawkin  Oil  Co.  stock  produced  $10,000  for  its 
owner;  that  one  well  located  16  miles  from  their  property  has  pro- 
duced $1,000  a  day  in  profit  for  6  years.  Those  are  the  kinds  of 
statements  that  are  made  in  the  advertisementa  They  are  largely 
true.  They  largely  adhere  to  the  facts,  but  they  cite  only  very  un- 
usual situations,  very  isolated  instances;  but  they  do  mold  public 
opinion;  they  do  create  a  certain  viewpoint  toward  the  oil  business 
which  is  not  legitimate;  and  that  is  a  form  of  opinion  which  should 
under  no  circumstances  be  taken  into  consideration  by  this  committee 
in  framing  this  legislation.  The  legislation  should  adhere  to  the 
oil  situation  as  a  whole. 

We  found  in  the  work  of  the  State  land  office  that  we  had  to  f ram^ 
our  leasing  system  to  meet  the  conditions  which  confronted  the  pros- 
pector, not  the  conditions  which  confronted  the  man  who  had  oil  in 
large  quantities.  We  had  to  frame  a  system  which  would  encourage 
development.  I  believe  that  it  is  the  purpose  of  this  bill  to  encourage 
development  and  encourage  an  increase  in  the  production  of  oil. 
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Now,  I  want  to  say  at  this  point  that  my  exj)erience  in  the  State 
land  office  has  led  me  to  a  thorough  approval  of  the  leasing  system  as 
being  the  only  judicious  system  to  govern  the  exploration  of  oil  land 
The  oil  business  as  a  whole  has  been  built  up  on  the  leasing  system. 
It  is  the  only  theory,  I  say,  applicable  to  the  exploration  of  new  terri- 
tory, and  I  am  in  thorough  sympathy  with  the  purposes  and  scope 
of  this  bill.  I  might  say  for  the  benefit  of  those  members  of  the  com- 
mittee who  may  not  have  read  Senator  Kendrick's  speech  before  tlie 
Senate  with  relation  to  the  bill  as  constituting  a  leasing  system,  made, 
I  believe,  about  the  15th  of  December,  that  Tie  set  forth  the  general 
attitude  of  thinking  men  of  the  West  toward  the  leasing  system. 
Great  opposition  has  been  voiced  here  and  there  among  western  peo- 
ple with  regard  to  the  leasing^  system  as  applied  to  public  lands, 
but  I  believe  that  the  great  majority  of  men  who  are  interested  and 
who  know  the  oil  business  approve  the  system.  It  i*emains,  therefore, 
only  to  work  out  an  equitable  basis. 

Now,  in  Wyoming  we  worked  out  a  system  of  prospectors'  leases, 
similar  to  the  prospecting  permits  which  are  to  be  granted  under  the 
provisions  of  the  bill,  the  diflference  being  that  we  made  the  pros- 
pector's lease  a  one-year  term  instead  of  two  years,  as  proposed  here, 
which  is  not  of  great  consequence.  We  required  these  men  to  go 
onto  the  land  and  drill  a  well  to  test  out  the  land  within  the  year  of 
his  lease,  and  we  required  in  advance  the  jDayment  of  only  $100 
rental.  Under  the  terms  of  this  lease,  if  he  went  on  the  land  and 
discovered  oil  or  gas  in  commercial  quantities,  he  was  given  a  prefer- 
ence right  to  an  operating  lease,  to  lease  the  land  for  oil.  In  the 
first  prospectors'  leases  which  we  issued  there  was  no  stipulation  as 
to  the  terms  and  conditions  which  should  govern  the  operating  leases. 
That  is  a  condition  which  is  similar  to  the  bill  as  now  framed  and 
which  we  now  have  under  consideration  here.  We  early  found  that 
we  had  to  put  in  such  a  stipulation.  It  has  been  discussed  hero 
with  your  committee,  that  the  first  prospector  who  goes  out  and 
prospects  new  territory  should  be  entitled  to  know  what  terms  and 
conditions  he  is  going  to  have  to  work  under  when  he  finds  his  oil 
and  gets  to  operating  and  producing  the  oil  for  the  market.  We 
found  it  was  impossible  for  these  small  prospectors  to  finance  their 
operations  unless  they  knew  something  about  what  the  board  Avas 

foing  to  do  to  them  when  they  got  their  oil,  so  that  after  awhile  we 
ad  to  insert  a  clause  in  our  prospectors'  leases  which  provided  that 
when  the  prospector  got  oil  or  gas  in  commercial  quantities  under 
the  terms  of  his  operating  lease  he  should  be  required  to  pay  a  certain 
maximum  advance  rental  to  apply  upon  a  certain  maximum  advance 
royalty,  and  I  believe  that  that  is  one  stipulation  which  should  be 
taken  care  of  in  considering  these  prospecting  permits.  It  is  prac- 
tically vital. 

While  we  are  discussing  prospecting  permits  I  want  to  call  your 
attention  to  the  language  of  the  proposed  bill.  You  say  that  the 
prospecting  permit  shall  be  issued,  and  under  the  terms  thereof  a 
man  shall  be  required  to  drill  500  feet  of  hole  for  oil  or  gas  durinfj 
the  first  .year,  and  an  aggregate  of  2,000  feet  during  the  two  years  of 
the  life  of  the  permit.  I  can  see  where  that,  if  left  in  the  bill  in  that 
language,  would  be  conducive  to  a  great  deal  of  mere  speculation.  A 
prospector  goes  along  and  gets  a  permit  for  two  years  and  he  knows 
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that  during  that  two-year  term  he  has  to  drill  an  aggregate  of  2,000 
feet.  He  knows  very  well  that  if  he  complies  with  the  requirement 
for  drilling  2,000  feet  of  hole  he  has  ordinarily  taken  care  of  the 
terms  of  his  lease  and  should  be  entitled  to  a  further  extension,  if  he 
has  not  actually  discovered  oil  in  commercial  quantities  during  that 
time,  because  he  has  drilled  his  2,000  feet.  Now  then,  you  may  issue 
three  or  four  leases  on  a  given  structure,  and  a  man  in  absolute  good 
faith  goes  in  to  spend  his  money  in  drilling  a  hole  to  test  out  the 
sand,  which  may  be  2,500  feet  deep,  as  many  of  our  sands  in  Wyo- 
ming are,  and  he  puts  a  standard  rig  on  and  starts  in  with  a  16  or"  18 
or  20  inch  hole  to  drill  to  2,500  feet.  He  has  ordinarily  got  to  spend 
anywhere  from  $50,000  to  $75,000  to  complete  that  hole.  Three  or 
four  other  prospectors  may  come  in  on  permits  on  the  same  dome  and 
put  in  a  little  Star  rig  or  National  machine,  and  one  of  them  can 
putter  around  and  drill  400  feet  or  600  feet  deep,  and  may  not 
actually  expend  during  the  two-year  tenure  of  his  lease  to  exceed 
$10,000  or  $12,000,  while  he  is  waiting  for  the  other  man  to  drill 
2.600  feet  and  demonstrate  at  a  cost  of  $75,000  whether  or  not  there 
is  oil.  Therefore  I  think  if  you  are  going  to  leave  this  500  and  2,000 
foot  proposition  in  your  bill,  you  are  going  to  induce  speculation,  on 
the  theory  that  there  are  a  great  many  men,  naturally,  who  will  want 
somebody  else  to  prove  whether  there  is  any  milk  in  the  coconut. 

Now  we  conceived  in  Wyoming  that  any  system  must  first  be  lib- 
eral. Under  the  exigencies  of  our  law  or  under  the  construction  of 
the  terms  of  the  enabling  law  we  were  required  to  limit  a  lease  to  one 
man  to  640  acres;  that  is,  one  man  in  his  name  or  one  company  in  its 
name  could  only  have  one  lease  of  not  to  exceed  640  acres;  but  if 
there  were  ei^ht  directors  in  a  company  we  had  no  objection  to  each 
one  of  the  eight  going  out  and  in  his  name  taking  a  lease  to  640  acres; 
because  we  nave  been  unable  to  see  the  desirability  of  limiting  the 
acreage  or  limiting  the  number  of  leases.  Of  couree,  you  will  under- 
stand that  in  Wyoming  we  have  a  State  of  small  population  and  a 
State  of  magnificent  distances,  and  out  there  we  know  somethinij  of 
the  cost  and  the  great  risk  that  is  involved  in  the  prospecting  of  new 
territory,  whether  for  mineral  or  for  oil.  We  had  to  take  into  con- 
sideration the  cost  of  transportation  and  the  scarcity  of  water  and 
all  those  things  that  enter  into  the  increased  cost  of  prospecting  in 
a  State  like  Wyoming.  We  also  took  into  consideration  the  necessity 
of  a  great  reward  for  the  prospector  who  opened  up  new  territory, 
because  we  had  reached  in  Wyoming  a  state  of  affairs  where,  as  every 
geologist  will  tell  you,  all  of  the  better  defined  or  the  so-called  per- 
fect structures  had  been  drilled  out.  What  is  left  now  is  of  an  un- 
certain nature. 

The  geological  conditions  in  one  way  and  another  have  been  con- 
strued to  indicate  that  there  can  not  be  any  oil  here,  and  you  are 
taking  a  great  big  risk;  and  along  that  line,  I  will  illustrate  that  by 
calling  your  attention  after  a  while  to  a  specific  instance.  However, 
the  statistics  which  have  been  presented  in  the  Wyoming  brief  illus- 
^ra^e  that  out  of  over  90  different  fields  in  Wyoming  wh-ch  have  bsen 
Qrillea,  only  about  3J  per  cent  have  proven  commercially  productive, 
or  about  1  out  of  30,  and  you  must  take  into  consideration  the  great 
losses  wliich  are  incurred  in  drilling  these  uniavorabh  structures.  I 
think  I  would  be  conservative  in  saying  that  in  each  case  where  a 
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field  has  ben  drilled  which  has  proven  barren  the  cost  has  been  at 
least  $30,000.  If  the  ratio  is  30  to  1,  we  have  then  lost  $900,000,  so 
that  the  next  company  which  comes  along  and  is  successful  must 
necessarily  reap  a  harvest  or  a  profit  of  $900,000  to  offset  the  loss 
which  has  been  made  theretofore.  I  do  not  think  any  man  who 
knows  much  about  the  oil  business  will  contend  that  1  company  out 
of  30  will  make  as  much  as  $900,000.  I  will  admit  that  there  are  in- 
stances where  it  has  been  done,  but  the  ratio  is  nothing  like  1  to  30. 
Therefore  we  saw  out  there  the  necessity  of  giving  a  man  a  real  re- 
ward for  his  efforts,  his  time  and  his  expenditure  of  money  in  search- 
ing out  these  new  fields. 

We  could  not  see  where  we  could  give  him  a  proper  reward  by 
limiting  acreage,  and  we  realized  that  by  absolute  experience  in  the 
field.  So  we  said  to  these  men,  "We  do  not  object  to  your  taking 
more  than  one  lease;  you  can  go  out  here  and  take  10  if  you  want 
them,  because  we  know  that  if  you  do  get  oil  in  one,  the  chances  are 
largely  against  your  finding  oil  all  over  the  territory  included  in  that 
lease ;  or  if  you  get  oil  in  three,  if  you  have  3,000  acres  leased,  you 
are  not  going  to  get  3,000  acres  of  oil  land,  and  you  will  be  in  big 
luck  if  you  get  500  acres  of  oil  land  out  of  the  3,000  acres."  So  that 
in  the  light  of  experience  we  could  not  see  in  Wyoming  where  it 
was  desirable  or  necessary  to  limit  the  number  of  leases,  and  up  to 
date  we  have  not  limited  the  number  of  acres  and  have  not  limited 
the  number  of  leases.  It  may  be  found  desirable  to  do  so  in  this  case, 
and  from  the  viewpoint  of  this  committee  I  can  see  where  you  may 
figure  that  some  interests  can  be  protected,  the  small  interests,  by 
limiting  the  number  of  acres  which  the  larger  companies  can  get,  but 
in  the  end  you  will  probably  find  the  production  will  go  into  the 
hands  of  these  larger  companies  anyway. 

Going  back  to  the  proposition  of  the  general  viewpoint  which  has 
been  built  up  toward  the  oil  business  as  a  whole,  you  will  find  that 
the  larger  companies  as  a  general  rule  have  not  done  any  git?at 
amount  of  wildcatting.  These  large  companies  which  have  made  a 
success  of  the  business  know  better  than  anybody  else  the  risk  that 
is  involved  in  drilling  new  territory,  and  they  have  preferred  to 
let  the  little  fellow  go  and  drill  out  this  territory  and  spend  his 
money  to  find  oil,  and  then  if  he  loses,  he  loses,  and  they  do  not  lose. 
If  he  wins  then  they  go  out  and  buy  the  production.  They  prefer 
to  buy  production  rather  than  to  wildcat,  because  when  they  buy 
production  they  are  buying  a  sure  thing,  and  when  the  little  man 
goes  out  to  exploit  new  territory,  he  goes  out  and  puts  his  monev 
into  a  game  in  which  the  chances  are  all  against  him.  The  big 
companies  play  the  cinch  always. 

Now  I  want  to  illustrate  with  a  map  over  here,  if  the  committee 
will  bear  with  me,  one  of  the  conditions  which  confronts  the 
Wyoming  territory  as  a  specific  instance  of  what  the  prospector  is 
up  against  to-day.  We  have  in  Wyoming  what  is  called  the  Bi^ 
Muddy  field,  which  by  reason  of  a  tremendous  campaign  of  ad- 
vertising, carried  on  with  regard  to  Wyoming  fields  in  general,  has 
been  brought  into  great  prominence  and  has  been  discussed  and 
talked  of  at  great  length,  and  it  happens  to  be  a  situation  which  fits 
right  in  with  this  bill.  You  provide  in  the  proposed  bill  that  a 
man  shall  be  given  a  prospectmg  permit  on  2,560  acres,  four  sec- 
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tioiis  of  land,  and  if  he  gets  oil  during  the  life  of  that  permit  and 
on  the  land  included  in  the  permit,  he  shall  be  given  a  patent  to 
one-fourth  of  the  acreage  included  therein,  and  the  other  three- 
fourths  shall  be  taken  away  from  him  and  sold  to  other  parties  or 
to  the  highest  bidder. 

The  Big  Muddy  field  in  Wyoming  was  reported  on  geologically 
by  Mr.  Barnett,  of  the  United  States  Geolomcal  Survey,  in  1912  or 
li)13,  I  do  not  remember  the  exact  date.  He  said  that  this  was  a 
structure  favorable  to  the  accumulation  of  oil,  but  he  said  in  the 
closing  paragraph  of  his  report  that  "  it  must  be  understood  that  the 
Geological  Survey  does  not  attempt  to  say  that  if  you  drill  here  on 
this  structure  you  will  find  oil,  but  we  do  say  that  the  indications 
are  favorable."  That  was  as  far  as  Mr.  Barnett  would  go.  He 
went  a  whole  lot  further  than  any  other  prominent  geologist  they 
could  get  around  the  Big  Muddy  field  would  go  for  several  years. 
The  Ohio  sent  their  men  in  there  and  the  Mid  West  sent  their  men. 
and  a  number  of  other  companies  sent  their  geologists  there,  and 
they  said,  "  No;  Barnett  is  wrong;  while  the  structure  is  to  a  certain 
degree  favorable,  he  should  not  have  gone  so  far  as  to  have  said 
that  the  probabilities  of  oil  in  this  structure  are  strong,  because  we 
have  down  in  this  part  of  the  field  alongside  the  mountain  a  faulty 
condition  which  would  have  allowed  the  water  to  encroach  upon 
any  oil  sand  which  might  have  been  in  the  structure  at  one  time,  and 
would  have  driven  the  oil  out."  That  was  the  theory  of  the  geolo- 
gists, and  therefore  the  big  companies  did  not  go  in  and  make  any 
attempt  to  drill  it  out.  The  overwhelming  geological  opinion  was 
against  it,  but  it  so  happened  that  Mr.  Barnett  was  a  particular 
personal  friend  of  Ralph  Arnold,  quite  a  prominent  geologist  of 
California,  and  Mr.  Arnold  induced  some  of  his  friends  to  rely  on 
his  judgment  to  the  extent  that  they  went  in  and  leassed  up  this 
territory-  They  went  in  and  took  leases  on  all  the  Big  Muddy  field 
and  a  whole  lot  more  than  was  actually  in  the  field.  After  they  did 
that  they  then  fell  out  among  themselves  and  could  not  agree,  and 
they  got  into  some  kind  of  a  quarrel,  with  the  result  that  they  did 
not  go  on  the  land  to  drill.  Finally,  through  some  means,  a  man 
by  the  name  of  Whiteside,  at  Duluth,  Minn.,  who  had  made  a  gunny- 
sack  full  of  money  in  the  iron  ranges  of  Minnesota,  was  induced  to 
come  in  and  prospect  the  field,  which  he  did.  Now,  what  did  he 
do?  I  say  that  this  case  comes  within  the  scope  of  this  bill  and 
happens  to  be  an  apt  illustration.  He  took  four  sections.  He  took 
section  8,  section  9,  section  15,  and  section  21.  He  could  not  get  16 
because  it  was  leased  to  a  diflFerent  outfit,  but  he  took  four  sections 
or  2,560  acres,  figuring  that  he  would  have  the  leases  on  this  land  as 
permanent  property  should  it  prove  successful  in  the  development  of 
oil.  He  went  in  immediately  on  the  southeast  quarter  of  section  8 
and  started  to  drill.  This  was  the  identical  spot  which  Mr.  Bar- 
nett said  was  the  most  favorable  to  drill  to  get  the  crest  or  the  top 
of  the  structure.  He  said  the  top  of  the  Wall  Creek  sand  should  be 
reached  in  that  part  of  section  8  at  about  2,500  feet.  So,  Mr.  White- 
side spent  his  money  in  drilling  on  section  8.  Now,  then,  it  so  hap- 
pened that  he  lost  the  first  hole  ne  drilled.  He  could  not  get  it  down. 
He  lost  the  second  hole  and  he  lost  the  third  hole.  He  never  did 
get  down  in  any  one  of  the  first  three  holes,  and  he  expended 
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$150,000 ;  but  that  is  neitlier  here  nor  tliere.  They  finally  did  get 
oil  in  the  lower  sand  on  section  10  at  a  depth  of  something  over 
3,000  feet. 

Now  the  point  I  want  to  make  is  that  if  he  had  been  operating 
under  the  terms  of  this  proposed  bill  and  drilled  his  oil  well  on  sec- 
tion 8  and  got  oil,  he  naturally  would  have  taken  the  territory  sur- 
rounding that  well  and  would  have  given  up  the  rest  of  it.  He 
thought  this  part  of  the  structure  was  the  land  that  actually  con- 
tained the  oil  and  would  give  the  greater  reward.  Now  it  so  hap- 
pened he  missed  it,  and  itr.  Barnett  missed  it,  and  we  find  that  the 
oil  production,  instead  of  lying  south,  lies  north  of  the  axis  of  the 
anticline  running  through  this  territory,  and  Mr.  ^¥hiteside,  who 
went  in  there  under  the  representation  of  the  Geological  Survey  as 
to  where  the  best  place  to  drill  was,  missed  it  altogether,  and  the 
biggest  oil  production  is  found  a  mile  from  where  he  first  started  to 
drill,  and  clear  off  of  his  territory.  That  is  why  we  contend  it  is  not 
fair  to  the  prospector  to  limit  him  fo  a  small  lease  on  a  structure. 
We  contend  he  should  have  the  acreage  and  should  be  allowed  to 
lease  all  of  the  acreage  within  his  original  permit  because  he  may, 
as  I  say,  in  drilling  his  first  well  get  clear  off  the  line  of  large  pro- 
duction. He  may  be  a  mile  from  it  or  perhaps  a  half  a  mile,  and  he 
may  so  select  his  part  of  the  acreage  as  to  put  himself  clear  out  of 
the  large  production,  and  thus  he  would  be  without  the  reward  which 
should  be  his  due  for  prospecting  that  new  territory. 

Mr.  SiNNOTT.  Are  those  sections  you  refer  to  State  lands? 

Mr.  Miller.  These  are  State-owned  lands,  yes,  sir.  The  necessity 
for  giving  large  acreage  I  believe  is  covered  by  my  explanation  of 
that  case,  and  that  is  a  characteristic  example  of  what  the  men  have 
to  go  up  against.  In  Wyoming  now  the  good  structures  are  drilled 
out.  The  rest  of  the  structures  that  remain  there  have  got  to  be 
sought  out,  and  you  will  find  that  in  some  way  the  geologists  will 
find  that  it  is  not  favorable,  so  that  the  practical  oil  man  has  to  go 
in  there  and  bet  his  money  against  the  geologist's  judgment. 

Now  then,  I  want  to  say  just  a  word  with  regard  to  this  amend- 
ment which  we  have  supported  with  relation  to  adhering  to  the 
geologic  structure  in  making  your  leases  rather  than  this  10  or  20 
mile  arbitrary  distance  from  a  producing  oil  or  gas  well.  It  has  been 
asked  by  members  of  this  committee,  How  are  you  going  to  tell  any- 
thing about  geologic  structures?  How  are  you  going  to  have  any- 
thing that  will  give  you  a  basis  for  reckoning?  This  map  which  has 
been  pointed  out  by  Mr.  Clark  here  indicates  the  number  of  with- 
drnwals  that  have  been  made  in  Wyoming. 

The  Geological  Survey,  or  the  General  Land  Office,  acting  on  the 
advice  of  the  Geoloj^ical  Survey,  think  they  know  something  about 
the  geologic  conditions  which  prevail  before  they  make  a  with- 
drawal, and  they  withdraw  the  lands  which  they  believe  probably  lie 
wuthin  the  confines  of  a  structure.  Before  they  do  that  they  have 
their  report  from  the  Geological  Survey  and  they  base  their  with- 
drawal upon  those  reports;  and  von  would  find,  if  you  examined  the 
records  of  the  General  Land  Office,  that  they  have  to  a  greater  or 
less  extent  defined  the  contours  which  probably  fit  the  particular 
sMurturo.  and  the  Land  Office  bases  its  withdrawals  upon  those  con- 
tours.   You  will  see  they  are  not  square,  you  will  see  they  are  not 
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round,  and  you  will  see  they  are  of  no  particular  shape,  but  follow 
and  try  to  cover  the  structures;  and  you  probably  will  not  find  one 
single  structure  in  Wyoming  or  one  single  withdrawal  in  Wyoming 
where  any  point  on  the  outer  boundary  of  that  withdrawal  is  10 
miles  from  what  would  be  considered  the  top  of  the  structure. 

Mr.  Taylor.  How  long  would  it  take  the  Federal  agents  to  desig- 
nate these  structures?  Would  not  the  department  take  six  months 
or  a  year  or  two  before  they  could  have  some  experts  designate  them, 
and  would  not  the  people  be  disappointed,  delayed  very  much?  And 
wouldn't  there  be  much  uncertainty  about  it  ? 

Mr.  MiLLEB.  That  enters  into  the  question,  Mr.  Taylor.  They 
probably  would  be  subjected  to  some  delay,  but  I  believe  that  that 
delay  is  offset  by  the  advantage  of  giving  a  man  a  larger  acreage,  if 
you  are  going  to  make  an  arbitrary  limit  on  the  acreage  by  saying  to 
him,  "  We  recognize  that  when  you  get  so  far  off  this  country,  you 
are  out  of  all  possibilities  so  far  as  that  particular  structure  is  con- 
cerned, and  we  will  give  you  the  benefit  of  the  larger  acreage." 

I  want  to  say  in  tnat  connection,  in  reference  to  Mr.  Clark's  sug- 
gestion that  the  acreage  in  these  permits  should  be  made  elastic,  that 
there  is  not  any  other  just  or  equitable  way  of  getting  at  that  propo- 
sition other  than  to  make  the  limit  elastic  in  the  discretion  of  the 
Secretary.  It  should  be  so  because  the  acreages  in  the  different 
structures  are  largely  different,  some  of  them  being  smaller  and  some 
of  them  larger;  so  I  think  tJiat  that  discretion  should  rest  in  the 
Secretary  of  the  Interior. 

Mr.  SiN>'OTT.  What  are  the  physical  features  that  identify  a  geo- 
logical structure?  I  had  never  heard  that  expression  in  connection 
^ith  oil  until  during  this  hearing. 

Mr.  Miller.  Mr.  Sinnott,  I  do  not  pretend  to  be  an  experienced 
geologist. 

Mr.  Sinnott.  How  would  a  layman  know? 

Mr.  Miller.  A  structure  to  be  plain  to  an  average  layman  has  to 
be  very  plain  on  the  surface.  There  are  structures  out  in  Wyoniing, 
which,  if  a  man  knows  what  he  is  talking  about,  can  be  determined, 
because  the  geologist  in  going  over  the  ground  can  point  out  the 
characteristics  which  govern  the  upheaval  and  the  rocks  under  cer- 
tain conditions,  and  he  can  point  out  the  governing  geological  con- 
ditions. If  you  went  out  there  without  any  experience  and  tried  to 
find  them  yourself,  you  would  have  a  hard  job ;  but  you  could  see  dif- 
ferent surface  conditions,  when  the  geologist  points  them  out  to  you, 
or  a  practical  oil  man  could  point  them  out  to  you,  and  you  could 
secure  some  idea  of  the  structure. 

Mr.  Sinnott.  You  spoke  of  legislation  that  might  encourage  the 
speculative  companies  or  the  "blue-sky"  companies;  what  legisla- 
tion did  you  have  in  mind  that  would  do  that? 

Mr.  ihLLER.  I  spoke  of  that  as  applying  to  one  feature  that  ap- 
pears in  the  bill  that  I  believe  should  be  changed.  This  provides 
that  in  prospecting  permits,  they  are  required  to  drill  500  feet  the 
fii'st  year  and  an  aggregate  of  2,000  feet  during  two  years,  and  my 
contention  is  that  that  would  lead  to  speculation  on  the  part  of  com- 
panies who  want  somebody  else  to  spend  money  in  drilling  out  the 
land 

Mr.  Sinnott.  Do  you  tliink  they  should  be  required  to  drill  it? 
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Mr.  Miller.  This  requirement  should  be  mside  to  fit  the  situation 
on  the  ground,  and  I  think,  in  that  connection,  that  you  should  leave 
a  great  deal  to  the  discretion  of  the  Secretary  of  the  Interior.  Yon 
would  find  that  it  would  not  fit  in  a  great  many  of  the  prospecting 
leases  that  were  issued  in  Wyoming.  You  can  not  say  that  when  a 
man  studies  a  field  that  he  knows  how  deep  he  will  have  to  go  to 
strike  a  certain  sand.  We  usually  say  in  our  leases  that  this  man 
should  be  required  to  drill  to  a  depth  of  not  less  than  so  much,  or 
not  less  than  3,000  feet,  if  that  depth  is  suflScient  to  reach  oil-bearing 
sand,  or,  if  not,  to  a  greater  depth.  I  think  you  would  have  to  pro- 
vide a  different  stipulation  there,  or  else  leave  it  to  the  Secretary  of 
the  Interior  to  determine  the  drilling  conditions  and  to  say  what 
constitutes  compliance  with  the  prospecting  permits. 

Mr.  Taylor.  You  spoke  about  the  advisability  of  not  limiting  the 
number  of  permits  or  the  acreage:  Now,  suppose  the  sentiment  in 
Congress  is  that  there  shall  be  some  limit,  and  that  there  is  a  senti- 
ment, which  is  true,  that  will  not  allow  any  one  company  to  go  out 
and  locate  a  whole  State,  or  all  of  the  possible  surrounding  territory. 
Suppose  there  should  be  a  limit  fixed,  is  there  not  some  basis  on 
which  that  limit  could  be  fairly  arrived  at,  that  would  encourage 
development  and  assure  a  reward  for  the  locators,  and,  at  the  same 
time,  prevent  the  possibility  of  a  monopoly?  Suppose,  for  instance, 
a  man  should  be  allowed  four  or  five  locations  or  four  or  five  per- 
mits, and  suppose  he  goes  to  work  on  all  of  them,  and  if  none  of  them 
turns  out  to  oe  good,  then  provide  that  he  shall  have  another  four 
or  five,  but  do  not  give  him  carte  blanche  to  go  and  locate  500 
claims.  Is  there  not  some  reasonable  basis  or  hypothesis  upon  which 
we  could  meet  this  situation,  considering  the  verjr  strong  sentiment 
prevailing  against  monopoly  and,  at  the  same  time,  encourage  the 
development  of  the  country  and  protect  the  rights  of  the  people  who 
take  all  the  chances  of  doing  the  development? 

Mr.  Miller.  I  do  not  thmk  that  anyone  would  seriously  disagree 
with  the  proposition  that  n  man  should  be  limited  to  four  or  five 
leases  in  a  State. 

Mr.  TAYT.OR.  If  he  shows  his  good  faith,  and  does  not  succeed  on 
any  of  them,  then  he  might  be  given  another  assortment.  He  would 
not  need  to  have  or  work  all  of  them  at  once. 

Mr.  Miller.  No,  sir.  You  could  make  a  provision  under  which 
if  he  had  four  leases,  he  would  probably  drill  one.  One  lease  may 
require  a  well  1,500  feet  deep,  while  another  may  require  a  well 
SjOOO  feet  deep  in  order  to  test  it  out.  Now,  if  he  does  down  1,500 
feet  and  finds  water,  he  can  give  up  that  lease.  He  is  done  with  that 
and  should  take  up  another  lease  somewhere  else. 

Mr.  Taylor.  Taking  this  case  as  an  illustration :  Suppose  a  man, 
as  in  the  case  mentioned,  drilled  those  three  holes  and  gets  nothing 
out  of  them.  In  that  case  he  would  probably  have  to  go  ahead  and 
prove  up  the  other  lease  before  he  could  get  a  new  one.  But  if  it 
was  demonstrated  that  the  other  lease  was  barren  countrv,  that 
ought  not  to  be  an  embargo  on  him  from  getting  any  more? 

Mr.  Miller.  No,  sir. 

Mr.  Tayix)r.  Of  course  we  want  to  allow  an  acreage  that  will  lead 
to  and  justify  and  warrant  the  expense  of  development,  but,  on  the 
other  hand,  we  can  not  pass  a  law  without  some  limitation. 
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Mr.  Miller.  If  you  had  some  sort  of  proviso  under  which  he 
might  have  four  or  five  leases,  leaving  the  acreage  within  the  dis- 
cretion of  the  Secretary  of  the  Interior,  and  providing  that  when  he 
proved  one  barren  he  could  take  up  a  new  unprospected  lease,  I  do 
not  think  you  would  have  any  trouble  in  getting  that  land  out  there 
developed. 

Mr.  Taylor.  The  matter  is  so  complicated,  tlie  circumstances  of 
eacli  locality  are  so  different,  that  it  looks  as  though  it  may  be  neces- 
sary to  place  a  jgreat  deal  of  its  administration  in  the  discretion  of 
the  Secretary  ofthe  Interior. 

Mr.  Miller.  I  think  you  will  find  that  to  be  the  case. 

Mr.  SiNNOTT.  In  case  several  permits  were  granted,  the  pre^'au- 
tion  that  vou  would  take  to  prevent  a  man  from  taking  up  and 
holdinff  a  lot  of  territory  would  be  to  make  him  drill  it? 

Mr.  Miller.  Yes,  sir. 

STATEMEHT  OF  MB.  KABL  C.  SCHTTYLER,  BEFBESENTINO  THE 

mSWEST  OIL  CO.,  OF  BENVEB,  COLO. 

Mr.  ScHUTLER.  Mr.  Chairman,  and  gentlemen,  I  appear  here,  for 
the  presentation  of  matters  that  are  of  interest  in  connection  with 
this  bill  in  behalf  of  the  Midwest  Oil  Co.,  an  Arizona  company,  of 
which  I  am  a  director,  but  not  an  attorney;  the  other  directors  are 
Ml?.  L.  L.  Aitken,  president ;  Mr.  W.  F.  Schuyler,  Mr.  T.  S.  Dines, 
and  Mr.  Orville  L.  Dines.  That  is  a  company  which,  luider  the  pro- 
visions of  section  16  of  the  Senate  bill,  should  be  entitled  to  relief  to 
the  extent  of  970  acres,  approximately,  in  the  Salt  Creek  oil  field, 
Wyoming.  That  company  has  instructed  me  to  read  the  following 
telegram  which  is  signed  by  its  president,  Mr.  L.  L.  Aitken,  and  its 
secretary,  Mr.  J.  L.  Warren : 

Denver,  (Joix>.,  February  10,  191  f^. 

Karl  C.  Schitylkb, 

Xfw  WilUird  Hotel,  WatthingtofK  T).  C. 

In  onler  to  forrwt  any  i>os.slbU*  iiiisuixlerstandiiij;  as  to  the  Midwest  Oil 
<X,  will  you  please  advise  Public  Lands  C'omniitteo  of  the  House  that  the 
^mpany  Is  ownetl  by  3,800  shareholders.  That  so  far  as  officers  of  the  cor- 
iwration  know  none  of  its  capital  stcK-k  is  owned  by  any  Standard  Oil  Co.,  sub- 
sidiary or  officer  of  any  such  companies.  Midwest  Oil  Co.,  was  pioneer  of  oil 
tlevelopment  in  State  of  Wyoming,  building  first  successful  pipe  line  and  re- 
finery in  that  State.  The  point  we  would  like  have  you  make  clear  to  the 
committee  Is  that  the  Midwest  Oil  Co..  is  a  publicly  owned  company  that  is 
operating  patented  lands  and  Is  a  claimant  to  other  lands  now  In  process  of 
adjudication  in  Salt  (Yeek  field  and  that  it  is  not  any  part  of  any  combination 
to  control  production  output  or  prices. 

Ij.  L.  Aitken,  Preftidcnt,  Midwest  Oil  Co, 
.1.  L.  Warren,  Secretary. 

To  that  statement  I  would  add  one  of  my  own  personal  knowledge 
to  that  effect,  having  been  one  of  the  directors  named  in  the  articles 
of  incorporation  of  the  Midwest  Oil  Co.,  and  thoroughly  acquainted 
with  its  subsequent  history.  I  wish,  further,  to  say  that  I  am  per- 
sonally financially  interested  in  the  matters  of  which  T  shall  speak 
in  this  proceeding. 

That  is  an  anomalous  situation  for  a  lawyer  to  l)e  in,  but  it  arises 
from  the  fact  that  in  the  early  days  of  the  Midwest  Oil  Co.,  money 
was  very  scarce,  and  the  president  of  the  company  said  to  me, 
"Schuyler,  it  will  be  cheaper  to  take  you  in  as  a  partner  than  to  pay 
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your  bills  as  an  attorney.''  I  have  been  interested  in  the  subject  of 
oil  in  Wyoming  since  October,  1910,  and  it  has  been,  of  cours2,  but 
natural  that  I  should  have  watched  the  development  of  the  industry 
in  that  State.  I  shall  particularly  want  to  address  myself  before  the 
committee,  so  far  as  you  may  find  it  interesting,  to  the  development 
and  growth  of  the  Salt  Creek  field,  to  the  development  and  growth 
of  the  oil  industry  in  Wyoming,  and  to  the  organization  of  the  dif- 
ferent companies,  and,  as  I  come  to  them  in  the  logical  course  of  my 
statement,  I  shall  be  glad  to  incorporate  those  matters,  which  I  feel, 
from  what  has  been  said,  the  committee  would  like  to  know  about 
concerning  the  companies,  particularly  as  to  the  Midwest  Refining 
Co.,  of  which  I  am  also  a  director  and  of  which  I  am  the  general 
counsel.  I  shall  wish  to  make  an  extensive  statement  of  its 
position 

The  Chairman,  (interposing).  Will  you  at  this  point  incorporate 
in  the  record  a  statement  showing  the  exact  acreage,  both  under  com- 
mercial leases  and  Government  claims  of  all  sorts,  in  all  the  fields  of 
Wyoming,  of  both  the  Midwest  Oil  Co.,  and  the  Midwest  Refining 
Co.? 

Mr.  Schuyler.  Yes,  sir;  I  will  insert  a  statement  of  that  in  the 
record.  It  is  found  at  the  conclusion  of  my  statement  in  Tables  "A" 
and  "B». 

The  directors  of  the  Mid-West  Refining  Co.  are  Mr.  H.  M.  Blgck- 
mer,  Mr.  R.  D.  Brooks,  Mr.  T.  A.  Dines,  Mr.  J.  R.  Penn,  Mr.  Tvson 
S.  Dines,  Mr.  L.  A.  Reed,  Mr.  N.  S.  Wilson,  Mr.  K.  C.  Schuyler,*  Mr. 
W.  J.  Hanna,  and  Mr.  H.  G.  Navlor.  Mr.  L.  A.  Reed,  the  refinery 
superintendent,  and  Mr.  N.  S.  Wilson,  the  general  superintendent  of 
operations,  are  residents  of  Casper.  Mr.  J.  R.  Penn  is  a  resident  of 
Casper,  and  Mr.  W.  J.  Hanna  is  a  resident  of  Toronto,  Canada.  All 
the  other  directors,  named  above,  are  residents  of  Denver. 

As  I  say,  my  appearance  here  is  directly  for  the  Mid- West  Oil  Co., 
but  that  fact  should  not  limit  your  inquiries  as  to  any  of  those  com- 
panies in  the  Salt  Creek  field,  the  situation  as  to  which  will  develop 
as  I  proceed.  Now,  I  shall  discuss  among  other  questions,  the  de- 
velopment and  growth  of  Salt  Creek,  the  development  and  growth  of 
the  oil  industry  in  Wyoming,  the  history  of  the  Mid- West  Refining 
Co.'s  connection  with  Grass  Creek,  Elk  Basin,  and  Big  Muddy  fields, 
showing  that  no  company  referred  to  has  any  affiliation  with"  Stand- 
ard Oil  interests,  and  that  no  company  referred  to  has  itself  located 
upon,  or  induced  others  to  locate  upon  the  public  domain  for  its 
benefit:  Incident  to  this  statement,  I  wish  to  argue  for  the  follow- 
ing ultimate  points : 

First.  In  support  of  a  liberal  relief  provision  in  House  bill  3232. 
and  that,  as  a  just  and  equitable  measure,  section  16  of  the  Senate 
bill  is  warranted  by  the  facts  and  required  by  the  physical  and 
economic  conditions  for  the  true  recognition  of  the  rights  of  the 
claimants  involved,  and  for  the  best  conservation  of  the  resources 
of  the  Salt  Creek  oil  field  ; 

Second.  That  the  departmental  amendment  suggested  is  not  a  fair 
or  equitable  measure  of  relief. 

Third.  That  section  32  of  the  Senate  bill  should  be  adopted  as  a  I 
part  of  the  House  bill,  from  lines  9  to  17  thereof,  inclusive,  on  pag© 
27,  Senate  bill  No.  2812,  in  order  to  meet  the  ever-increasing  demand 
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for  oil  pending  the  determination  either  of  patent  proceedings  or  of 
the  granting  of  leases. 

Mr.  Tatlor.  Where  would  you  make  that  amendment? 

Mr.  Schuyler.  Beginning  with  the  proviso,  as  follows: 

Provided,  hotcever.  That  in  order  to  assist  in  the  production  of  oil  to  meet 
the  present  emergency  pending  the  final  determination  of  a  right  to  a  patent  to 
any  oil  or  gas  lands,  or  the  actual  granting  of  a  lease  upon  oil  or  gas  lands,  as 
lierein  provided,  the  Secretray  of  the  Interior  is  hereby  authorized  to  permit 
increased  production  of  oil  under  the  terms  of  agreements  authoized  under  the 
provisions  of  said  act  approved  August  twenty-fifth,  nineteen  hundred  and  four- 
teen, which  act  is  hereby  contlnue<l  in  force  for  such  purpose. 

Mr,  Elston.  You  want  that  covered  in  the  House  bill? 

Mr.  Schuyler.  Yes,  sir;  and  I  will  argue  for  that  in  the  course 
of  my  presentation. 

Fourth.  That  there  should  be  an  amendment  to  the  House  bill, 
in  line  24,  page  12,  as  follows:  That  there  should  be  inserted  after 
the  word  "act,"  in  line  24,  page  12,  of  House  bill  3232,  the  words, 
^'Or  within  six  months  after  the  final  denial  of  application  for 
patent  therefor." 

Mr.  Taylor.  You  say  that  language  ought  to  be  inserted? 

Mr.  Schuyler.  We  would  like  to  have  that  inserted. 

Mr.  Taylor.  The  words  "  Or  within  six  months  " 

Mr.  Schuyler  (interposing).  The  words  "Or  within  six  months 
after  the  final  denial  of  application  for  patent  therefor." 

Fifth.  Without  any  effort  at  this  time  to  suggest  the  exact  form 
of  it,  because  the  Wyoming  delegation  is  going  to  confer  upon  it, 
I  submit  that  section  17  of  the  Senate  bill  should  be  incorporated 
in  House  bill  No.  3232,  substantially  as  it  passed  the  Senate,  but 
with  certain  amendments  that  we  are  working  on  and  which  will 
be  submitted. 

That  is  the  general  scope  of  the  proposition,  which  I  wish  to  pre- 
sent here,  and  I  might  say  that,  while,  of  course,  one's  own  interests 
are  the  ones  which  are  presumed  t6  govern  his  course  of  conduct, 
those  of  us  from  Colorado  who  have  been  connected  with  this  indus- 
try and  the  upbuilding  of  it  in  Wyoming  for  many  years  stand  here, 
sincerely  and  unselfiSily,  to  argue  for  the  most  liberal  treatment 
that  can  be  given  for  the  encouragement  of  the  oil  industry  of 
Wyoming  and  Colorado,  whether  it  directly  involves  our  property 
interests  or  not.  Our  sympathies  are  with  every  claimant  who  has 
a  just  and  valid  claim  here  for  relief,  and  our  sympathies  are  with 
tliose  who  wish  to  have  the  public  domain  opened  under  liberal 
provisions,  insuring  an  acreage  for  prospecting  which  will  tend  to 
the  greatest  growth  of  the  industry  in  those  States. 

I  wish  to  first  address  myself  this  morning  in  answer  to  the 

E reposition  that  the  Mid- West  Refining  Co.,  which  is  a  company  that 
as  been  built  up  and  maintained  by  Colorado  men,  is  a  subsidiary 
of  the  Standard  Oil  Co.  I  confess  that  I  have  sat  here  for  many 
days  a  prey  to  mingled  emotions — first,  with  considerable  amuse- 
ment, at  finding  myself,  for  the  first  time,  a  Standard  Oil  man,  I 
never  having  been  either  directly  or  indirectly  connected  with  any 
Standard  Oil  company;  again  to  a  feeling  of  chagrin  to  think  that 
this  company  that  we  have  built  up  has  completely  passed  out  of 
our  hands  into  the  hands  of  the  Standard  Oil  Co.  Again  to 
a  feeling  of  considerable  wonder  in  my  mind  as  to  whether  or  not 
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the  prestige  that  the  Standard  Oil  Co.  has  of  being  a  very  prosperous 
company  has  arisen  from  the  fact  that  unknown  to  it  ownerships  n\ 
valuable  property  are  forced  upon  it  in  this  way. 

Mr.  Lenroot.  Did  you  use  the  name  Mid- West  Refining  Co.  iii 
connection  with  this  part  of  your  statement?  You  have  just  made  h 
statement  in  regard  to  the  Mid-West  Oil  Co. 

Mr.  ScHUTLER.  I  have  mentioned  the  Mid-West  Oil  Co.,  and  I  read 
a  telegram  from  them. 

Mr.  Lenroot.  Does  that  refer  to  the  Mid- West  Refining  Co.  ? 

Mr.  ScHUTLER.  No,  sir ;  that  refers  to  the  Mid- West  Oil  Ck).  Now, 
I  feel  very  deeply  about  this  matter,  and  I  think  the  feeling  is  shared 
by  those  from  California,  Colorado,  and  Wyoming  who  are  now  en- 
gagedj  and  have  been  long  engaged,  in  the  effort  to  secure  some  favor- 
able oil  legislation;  and  that  feeling  is  one  of  indignation,  that  state- 
ments of  this  sort  should  be  used  at  this  time,  when  the  citizens  of 
those  states  are  crying  for  legislation.  I  simply  want  to  suggest  in 
behalf  of  those  who  hare  been  assailed  by  these  misstatements  that 
have  a  tendency  to  prejudice  the  consideration  of  this  bill,  that  it  b 
extremely  unfortunate  that  our  position  in  Wyoming  has  been  so  mis- 
understood as  to  be  subjected  to  criticism  of  this  type  in  newspaper 
articles  in  a  malicious  wajr  which  may  tend  to  prevent  the  citizens  of 
those  States,  who  are  entitled  to  relief,  from  securing  the  passage  of 
legislation  which  is  so  much  needed  there.  I  am  glad  to  note,  how- 
ever, that  our  immediate  neighbors,  and  those  who  know  us  best 
think  that  we  are  "  reasonably  reliable,"  and  applying  to  that  the 
*'  rule  of  reason  "  suggested  by  the  Supreme  Court,  that  is  all  that  we 
can  ask.  Therefore,  I  trust  that  you  will  give  the  degree  of  relia- 
bility attributed  to  us  by  Mr.  Clark  to  the  statement  that  I  shall 
make  to  you  now. 

This  attack  by  the  Roxanna  Co.  reminds  me  of  nothing  so  much 
as  the  German  methods  of  terrorism — ^the  dropping  of  oombs  on 
undefended  places,  and,  particularly,  the  spreading  of  poison  gas. 
Their  position  is  that  they  (the  Roxanna)  have  been  busying  them- 
selves, as  they  say,  in  Oklahoma,  and  other  far-distant  parts  of  the 
world,  in  taking  up  all  that  appeared  to  be  good,  and  knew  nothing 
of  the  oil  conditions  in  Wyoming,  that  when  they  got  there  they 
found  this  monoply  intrenched ;  and  they  believe  that  you  should 
put  us  all  back  to  one  well  on  each  claim ;  if  we  have  drilled  on  a 
piece  of  land,  give  us  only  one  well  to  each  claim,  and  open  up  the 
balance  of  the  acreage,  and  let  the  Roxanna  and  present  owners  start 
anew  so  that  they  may  get  "  their  place  in  the  sun."  Some  sugges- 
tion has  been  made  about  the  possibility  of  monopolizing  the  pro- 
duction in  Wyoming.  Now,  if  you  will  take  a  list  of  the  companies 
operating  there,  you  will  find  such  companies  as  the  Ohio  Oil  Co..  a 
Standard  affiliation;  the  Carter  Oil  Co.,  a  Standard  aflSliation;  the 
Prairie  Oil  Co.,  a  Standard  affiliation;  the  Cosden  Oil  Co.;  the 
General  Petroleum  Co.  of  California ;  and  the  Texas  Co.  It  would 
not  bo  a  surprise  to  me  if  the  latter  is  owned  in  part  bv  a  Standard 
Oil  Co. 

Now  I  know  that  you  do  not  believe,  nor  do  I  believe,  that  Hii> 
attack  by  the  Roxanna  Co.  is  actuated  solely  by  malice  or  even  by 
H  desire  to  render  a  public  service  in  securing  the  retention  of 
Wyoming  oil  domain  in  the  interests  of  the  public.     Thei-e  must 
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Ih»  some  selfish  object  back  of  it,  and  no  doubt  it  is  that  if  the  lands 
which  the  present  claimants  have  developed  at  an  enornious  ex- 
pense, through  hardships  ahnost  indescribable,  can  be  thrown  open 
to  acquisition  by  others,  the  Koxanna  Co,  may  have  a  chance  to  be 
one  of  these  others,  notwithstanding  they  have  endured  no  hard- 
ships, expended  no  money,  and  taken  no  risks.  Why  is  it  that  they 
or  any  one  of  these  other  bigger  or  smaller  interests  have  been 
attracted  to  Wyoming'^  Simply  because  of  the  pioneering  that  has 
already  been  done  by  others,  the  present  claimants,  who  have 
rlemonstrated  that  oil  exists  in  the  State  of  Wyoming  and  that 
thei'e  exists  there  a  possible  oil  domain,  and  especially  a  proven 
oil  domain  in  which  the  Roxanna  may  now  have  an  interest  if  the 
larger  part  of  that  i)roven  domain  can  be  opened  to  competitive 
bidding.  To  their  credit  be  it  said  that  no  interest,  large  or  small, 
other  than  the  Roxanna,  has  been  moved  to  make  any  attack  what- 
ever upon  the  existing  claimants,  because  no  doubt  common  decency 
has  led  them  to  the  recognition  of  the  fact  that  the  present  claini- 
ants,  if  anyone,  are  entitled  to  the  existing  claims  they  have  proven. 
Who  the  Roxanna  is  in  fact  is  a  matter  for  you  to  investigate  and 
decide;  it  has  long  been  currently  nmiored  that  they  were  or  are 
tiiianced  by  the  Deutsche  Bank  of  Berlin,  and  it  might  be  interest- 
ing in  this  present  opportunity  to  ascertain  how  much  of  the  wealth 
which  they  are  derivmg  from  the  oil  fields  of  America  will  after 
the  war  flow  into  channels  where  it  may  be  expended  for  the  promo- 
tion of  German  "  kultur." 

If  the  Mid-West  Refining  Co.  was  in  fact  a  subsidiary  of  the 
Standard  Oil  Co.  and  had,  as  charged,  already  secured  control  of 
the  oil  donmin  in  Wyoming,  why  should  the  Standard  Oil  affilia- 
tions above  referred  to  come  into  the  State  ?  It  is  a  fact  that  those 
ffreat  companies  have  come  in,  and,  in  addition  to  that,  a  vast  num- 
ber of  small  companies,  aggregating  some  500  domestic  and  some 
200  outside  companies;  this  tremendous  influx  negatives  the  idea 
that  there  is  a  monopoly  of  production  in  that  State,  and  negatives 
the  idea  that  such  a  monopoly  can  be  created.  I  think  I  shall 
demonstrate  as  I  proceed  that  what  has  happened  in  Wyoming 
has  been  that  a  certain  p'oup,  with  great  courage,  went  into  Wy- 
oming, studied  the  situation,  put  their  money  into  the  development, 
and  tnat  their  development  oi  the  situation  has  been  a  natural  one ; 
that  they  have  followed  the  course  that  any  man  engaged  in  that 
business  would  have  followed  had  they  been  placed  in  the  same 
circumstances,  and  with  the  same  results.  It  is  a  fact  that  we  have 
demonstrated  that  Wyoming  has  possibilities,  and  we  believe  that 
it  has  a  chance  to  become  one  of  the  substantial  oil  producing  States 
of  the  Union.  What  has  been  done  so  far  by  the  Mid- West  Refining 
Co.  has  been  done,  not  by  pushing  anybody  else  out  of  the  way, 
not  by  any  improper  methods  with  reference  to  acquiring  public 
lands  or  with  reference  to  pipe  lines,  and  not  by  taking  advantage 
of  the  position  of  any  other  man  or  corporation,  but  we  have  been 
there  from  the  start,  in  position  to  help,  and  have  been  helping 
those  who  were  in  search  of  some  one  strong  enough  to  aid  the  in- 
dustry while  it  was  yet  in  a  struggling  condition.  In  fact,  I  may 
^ay  that  we  are  an  infant  industry,  although  it  has  grown,  as  all 
>^nccessful  oil  industries  do  grow,  very  rapidly.    However,  coming 
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immediately  to  the  proposition  that  this  company  is  supposed  to 
be  a  subsidiary  of  the  Standard  Oil  Co.,  you  shall  know  the  facts, 
and  we  think  that  you  can  judge  of  the  situation.  Something  over 
a  year  ago 

The  Chairman  (interposing).  Axe  you  speaking  of  the  Mid- West 
Refining  Co.? 

Mr.  Schuyler.  Yes,  sir;  and  I  have  been  since  my  reference  to 
the  statement  that  it  was  a  subsidiary  of  the  Standard  Oil  Co. 

The  Chairman.  Does  everything  that  you  say  now  apply  to  both 
companies,  the  Mid- West  Oil  Co.  and  the  Mid- West  Refining  Co.  ? 

Mr.  Schuyler.  Yes,  sir;  it  does.  Neither  of  them  is  a  Standard 
Oil  subsidiary. 

The  Chairman.  The  testimony  shows  that  there  were  two  com- 
panies, and  I  think  the  statement  was  that  one  of  them  was  a  Stand- 
ard Oil  Co. 

Mr.  Schuyler.  The  Mid- West  Oil  Co.  is  a  producing  company 
solely,  and  this  telegram  I  read  was  from  that  company.  The  Mid- 
West  Refining  Co.  is  a  refining  company,  and  it  is  to  that  com- 
pany that  my  remarks  for  the  last  few  minutes  have  been  directed, 
and  it  is  with  reference  to  that  company  that  I  am  now  about  to 
make  a  statement  concerning  stock  ownership.  Something  over  a 
year  ago  some  Canadian  gentlemen  decided  that  they  would  make 
a  personal  investment  out  there,  and  of  those  gentlemen  but  one,  so 
far  as  I  have  any  knowledge,  is  in  the  employ  of  the  Standard  Oil 
Co.  One  of  those  gentlemen,  Mr.  W.  J.  Hanna.  up  until  a  few 
weeks  ago  (at  which  time  he  resigned),  was  the  looa  controller  of 
the  Dommion  of  Canada,  and  he  had  been  a  member  of  the  Dominion 
cabinet;  at  the  time  of  which  I  speak  he  was  counsel  for  the  Imperial 
Oil  Co.  of  Canada,  which  is  a  concern,  as  I  understand  it,  iden- 
tified with  the  Standard  Oil  regime.  I  do  not  know  about  that 
exactly,  but  it  is  so  regarded.  I  wish  at  this  point  to  read  an  affidavit 
given  me  in  response  to  a  tele^am  in  which  I  asked  Mr.  Hanna  to 
state  the  facts.  This  affidavit  is  made  in  his  own  handwriting,  and 
is  dated  February  9, 1918,  and  reads  as  follows: 

State  of  New  York,  County  of  New  York,  8s:  Febhuabt  9,  1918. 

I,  WiUiam  John  Hanna,  of  the  city  of  Toronto,  in  the  Province  of  Ontario, 
in  the  Dominion  of  Canada,  barrister  at  law,  being  first  duly  sworn,  say : 

1.  I  am  a  director  of  and  counsel  for  the  Imperial  Oil  Co.  (Ltd.),  a  company 
incorporated  under  the  laws  of  the  Dominion  of  Canada,  and  am  now  ond  for 
many  years  past  have  been  thoroughly  familiar  with  its  financial  affairs  and 
property  holdings. 

2.  That  the  said  company  does  not  now  own  and  never  has  owned  nor  has 
any  person  or  persons  or  company  owned,  acquired,  or  lield,  or  now  own  or 
hold  for  said  company  as  trustee  or  otherwise  directly  or  indirectly  any  stock 
whatever  in  or  of  The  Mid-West  Refining  Co. 

3.  That  the  investment  made  by  certain  Canadians  in  a  relatively  minor 
portion  of  the  total  capital  stoclv  of  the  said  Mid-West  Refining  Co.  was  to 
my  certain  knowledge  a  strictly  personal  investment  of  said  gentlemen  for 
their  own  personal  account  and  not  for  the  benefit  of  any  corporation  whatso- 
ever directly  or  Indirectly. 

(Signed)  W.  J.  Hanna. 

Sworn  to  before  me  this  9th  day  of  February,  1918. 

(Signed)  Ohables  L.  Fbost,  Not<iry  Public^ 

These  gentlemen,  together  with  some  Denver  men  who  have  been 
identified  with  the  upbuilding  of  this  industry  in  Wyoming,  and 
with  whom  the  upbuilding  of  this  business  was  a  matter  of  stronor 
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personal  pride  as  it  still  is  now,  own  about  25  per  cent  altogether  of 
the  stock  of  the  Mid- West  Befining  Co. ;  the  Canadian  plus  the  Den- 
ver men.  And  it  was  decided  that  inasmuch  as  those  in  Denver  had 
always  had  the  control  of  the  board  of  directors  (and  naturally  they 
did,  everybody  placing  much  confidence  in  the  future  of  the  business 
if  conducted  oy  them,  in  view  of  what  they  had  done),  it  was  de- 
cided to  stabilize  the  management  of  the  business.  It  was  also  de- 
cided as  a  matter  of  compliment  to  the  Canadians,  who  had  invested 
their  money  with  us,  to  name  one  director  to  represent  them,  and  Mr. 
Hanna  was  elected  as  one  of  the  directors  of  the  Mid- West  Befining 
Co.,  a  purely  nominal  position  with  him,  as,  of  course,  he  lives  far 
away,  and  the  remaining  directors  run  this  business  without  inter- 
ference from  any  source  whatever,  as  the  eight  directors  in  the  West 
decide  what  is  best  for  the  company.  It  was  decided,  as  I  say,  to 
stabilize  the  management,  and  the  Canadians  being  agreeable,  a  vot- 
ing trust  was  created  which  was  progressive  in  character,  that  is  to 
say,  it  was  started  with  the  25  per  cent  that  the  Canadians  and  some 
Denver  men  held,  and  invited  all  those  who  were  interested  in  the 
stabilizing  of  this  management  in  the  hands  of  the  men  who  had 
built  up  the  business,  to  join,  with  the  result  that  within  the  past 
three  weeks  the  exchange  of  stock  certificates  for  voting-trust  certifi- 
cates has  progressed  to  the  point  where  it  now  has  passed  50  per  cent 
and  we  apprehend  that  with  the  passage  of  time  it  may  reach  100 
per  cent,  stabilizing  this  management  ^r  five  years,  which  was  the 
purpose  and  the  sole  purpose  of  the  voting  trust. 

To  my  certain  knowledge,  I  would  like  to  add,  no  Standard  Oil 
company  owns  any  stock  whatever  in  the  Mid- West  Befining  Co.,  nor 
does  any  subsidiary  of  any  Standard  company  own  any  stock  in  that 
company.  If  the  committee  wishes  to  probe  further  to  get  at  the 
facts  with  reference  to  the  Canadian  holdings,  beyond  this  affidavit 
of  Mr.  Hanna,  a  man  of  great  standing  in  the  Dominion  of  Canada, 
and  beyond  the  statement  I  am  making,  we  would  like  very  much 
if  you  would  send  some  one  to  the  New  York  Trust  Co.  of  New  York, 
the  depositary  of  this  stock  and  the  registrar  of  the  company  which 
has  a  full  list  of  the  stockholders,  to  examine  that  list  to  see  if  there 
be  anything  there  that  would  give  the  slightest  indication  that  the 
stock  of  the  company  is  not  broadly  held  and  widely  scattered.  In 
this  voting  trust  there  are  represented  1,948  individuals,  and  we 
have  a  total  list  of  stockholders  of  almost  4,000. 

Now,  the  Standard  companies  that  are  in  Wyoming  are  the  Stand- 
ard of  Indiana,  which  is  operating  a  motor-spirits  plant,  as  it  is 
called,  adjacent  to  our  refinery — by  "  our  "  I  mean  the  refinery  of  the 
Mid- West  Befining  Co.,  at  Casper,  and  a  similar  motor-spirits  plant, 
under  a  special  patented  process  they  have  for  extracting  a  larger 
percentage  of  gasoline  than  can  be  done  by  ordinary  refining  methods, 
adjacent  to  the  plant  of  the  Mid-West  Befining  Co.,  at  GreybuU,  Wyo. 
The  Ohio  Oil  Co.  has  now  for  three  or  four  years  been  actively 
enpiged  in  seeking  production  in  the  State  of  Wyoming.  Lately, 
we  have  heard  that  the  Prairie  Oil  Co.  is  engaged  in  getting  some 
land  over  at  Lost  Soldier.  It  seems  to  be  m  the  name  of  West 
and  Hazlett.  and  whether  it  is  Prairie  Oil  &  Gas  Co.  or  not,  I  do 
not  know.  But  we  have  heard  that  the  Carter  Oil  and  the  Prairie 
Oil  have  been  busy  in  the  State  looking  up  promising  prospects  for 


496  OIL  LEASING   LANDS. 

oil.  The  other  Standard  Oil  subsidiary  operating  in  that  State  is 
the  Illinois  Pipe  Line  Co.,  whose  business  is  that  of  constructing 
pipe-linos  and  piping  oil.  I  think  it  was  stated  that  we  own  all 
the  pipe-lines  in  the  State.  We  do  not  want  to  disagree  on  every- 
thing, but  we  are  not  fortunate  in  having  all  that  property,  inas- 
much as  the  situation  is  that  one  of  the  pipe-lines  from  Salt  Greek 
belongs  to  the  Mid-West  Oil  Co.  and  is  leased  to  the  refining  cora- 

gany,  and  the  other  belongs  to  a  company  known  as  the  Natrona 
ipe  Line  Co.  and  is  leased  to  the  refining  company.  A  gas  line 
has  been  built  w^hich  l^eUmgs  to  the  Mid-West  Refining  Co.,  but 
outside  of  that  the  oil  fields  of  the  State  of  Wyoming  are  pretty 
generally  served  by  the  Illinois  Pipe  Line  Co.,  which  owns  the 
pipe-line  from  Big  Muddy  to  Casper,  the  pipe-line  from  the  Grass 
Creek  oil  field  to  Greybull,  the  pipe-line  from  the  Elk  Basin  oil 
field  to  Graybull,  and  then  there  are  several  minor  pipe-lines  in  the 
State  with  which  we  have  absolutely  no  connection.  The  pipe-line 
situation  at  Salt  Creek  grew  up  naturally  in  the  way  I  have  told 
and  which  I  have  referred  to,  and  you  will  see  the  logic  of  it  as 
I  develop  the  history  of  Salt  Creek. 

Now,  it  does  not  amount  to  anything  to  speak  of,  but  the  statement 
was  made  that  our  stocks  are  dealt  with  by  brokers  as  Standard  Oil 
stocks.  You  can  turn  any  day  to  your  newspaper  and  you  will  see 
that  Mid-West  Befining  is  not  in  the  list  that  is  known  as  Standard 
Oil  stocks,  and  if  we  were  Standard  Oil,  the  brokers  would  all  know 
it  and  would  make  haste  to  put  us  there.  But  the  people  and  the 
brokers  know  that  we  are  just  exactly  what  I  have  stated  to  you  we 
are,  and  therefore  you  will  find  us  put  over  among  the  curb  stocks, 
and  down  below  you  will  find  the  list  which  has  become  standard 
all  over  the  country  as  representing  the  Standard  stocks.  I  tlo 
not  know  whether  it  is  worth  while  to  incorporate  the  list  in  the 
record,  because  perhaps  my  remarks  will  cover  it. 

I  have  already  taken  a  good  deal  of  time;  in  fact,  if  I  had  known 
the  scope  this  rnatter  was  goin^  to  take  and  the  position  we  were 
going  to  be  assigned  in  connection  with  this  Standard  Oil  matter, 
I  would  probably  have  asked  for  more  time  to  present  the  real 
merits  of  our  contention  here.  It  has  been  decided  among  us,  and 
it  is  agi-eeable  to  Mr.  Fisher,  to  let  me  have  the  30  minutes  assigne<l 
to  him,  and  with  the  time  now  remaining  to  me,  practically  an  hour, 
I  can  see  it  is  going  to  be  quite  difficult,  but  I  shall  try  to  give  you 
the  ideas  and  history  from  which  we  make  the  argument  that  a 
liberal  relief  provision  should  be  inserted  in  the  House  bill. 

The  Chairman.  Who  is  it  desires  to  surrender  his  time  to  vou, 
Mr.  Schuyler? 

Mr.  ScHUTtiER.  Mr.  C.  A.  Fisher. 

The  Chairman.  And  that  is  agreeable  to  Mr.  Fisher? 

Mr.  Fisher.  Yes,  sir. 

The  Chairman.  Then,  without  objection,  we  will  accord  that  time 
to  you  now,  so  you  can  lay  your  plans  accordingly. 

Mr.  ScHUYTJiR.  I  thank  you.  I  shall  talk  rapidly  and  endeavor.  a> 
clearly  as  possible,  to  give  you  the  history  of  Salt  Creek. 

Salt  Creek  is  now  proven  to  be,  so  far  as  it  falls  within  known 
producing  area,  a  field  of  about  4,300  or  4,600  aci*es  of  land,  probably 
the  latter,  depending  upon  the  irregularities  of  what  we  call  the 
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water  line.  Six  hundred  acres  of  this,  inside  tlie  water  line,  is  what 
is  known  as  patented  land,  and  the  balance  is  what  is  known  as 
located  land  and  falls  under  the  relief  granted  by  section  16  of  the 
Senate  bill,  if  that  should  be  adopted.  The  Senate  bill  does  contain 
a  limitation,  despite  the  statement  to  the  contrary,  a  limitation  that 
the  relief  shall  be  panted  only  where  a  producing  well  has  been 
drilled  upon  a  clami,  and  to  that  extent,  while  not  specified  in 
acreage,  results  in  a  practical  limitation  as  to  acreage  in  the  Salt 
Creek  field  of  about  4,000  acres,  an  area  less  than  the  amount  of  land 
leased  to  one  concern  by  the  Government  in  the  Osage  Indian  lands 
of  Oklahoma. 

Now,  the  histoi-y  of  Salt  Creek,  enibracing  the  reasons  we  think 
Salt  Creek  is  a  situation  calling  for  your  liberal  consideration,  is 
briefly  as  follows:  Salt  Creek  hes  35  or  40  miles  north  of  Casper. 
Mr.  Fisher  has  placed  upon  the  board  a  map  of  the  oil  and  gas  fields, 
of  Wyoming,  and  I  will  ask  Mr.  Fisher  to  step  over  and  point  out 
the  black  spot  which  indicates  Salt  Creek,  with  the  two  pipe  lines 
running  down  to  Casper  [indicating]. 

Mr.  Tatlob.  Where  is  Cheyenne  on  that  map  ? 

Mr.  ScHUYiiER.  That  is  way  down  in  the  southeast  corner,  some 
200  miles  away. 

Mr.  Raker.  Two  himdred  miles  from  the  Union  Pacific  Railroad  ? 

Mr.  Schuyler.  It  is  on  the  Union'  Pacific,  on  its  through  route. 

Mr.  Rak£R.  And  it  (Casper)  is  about  200  miles  north  of  that 
point? 

Mr.  ScHUTi^B.  Yes;  and  is  on  the  Chicago  &  Northwestern  and 
the  Chicago,  Burlington  &  Quincy,  the  Burlington  having  been  built 
in  there  since  the  development  of  the  Salt  Creek  field.  Mr.  Fisher 
wUl  now  hang  the  map  of  Salt  Creek  itself.  This  map  is  like 
Joseph's  coat  of  many  colors,  and,  like  Joseph's  brethren,  there  are 
many,  no  doubt,  who  would  be  willing  to  cast  lots.  But  in  that 
water  line,  which  is  the  line  drawn  around  there  in  pencil,  is  em- 
braced the  producing  part  of  this  field,  aggregating  some  4,000  or 
4,600  acres. 

At  an  early  date,  along  about  the  early  nineties,  Mr.  Shannon,  a 
Pennsylvania  oil  man,  came  out  into  this  country  looking  for  oil. 
Mr.  Fisher,  will  j'ou  point  out  therein  sections  1  and  2  the  Shannon 
oil  field — the  very  north  end  of  township  40,  range  TO  [indicating]. 
The  Salt  Creek  field  lies  in  the  east  half  of  township  40,  range  79  west 
in  Natrona  Countv,  Wyo.  Mr.  Shannon  came  out  there,  drilled  a 
number  of  wells,  and  developed  a  lubricating  oil  in  what  is  called 
the  Shannon  sands,  named  after  him,  in  that  little  field  which  has 
always  been  known  as  the  Shannon  oil  field.  A  small  refinery  was 
built  at  Casper  and  oil  was  hauled  some  40  miles.  The  whole  enter- 
prise proved  unprofitable  and  was  finally  dropped :  that  is,  dropped 
in  the  sense  that  he  quit  trying  to  do  any  commercial  biLsine^s.  At  the 
time,  however,  that  he  made  this  discovery  of  oil  there,  there  was 
some  prestige  attached  to  him  on  account  of  his  successful  oil  de- 
velopment in  the  east,  and  the  whole  country  around  there,  I  suppose 
100.000  acres  of  land,  was  subjected  to  oil-placer  location  certificates. 
After  that  and  while  he  was  conducting  his  operations,  and  for 
^me  time  after  he  dropped  them,  there  were  desultory  operations 
"pon  the  country  in  and  about  the  Shannon  field,  and  particularly  to 
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the  south,  but  Mr.  Shannon  never  dreamed,  nor  did  others,  that  they 
were  passing  over  all  the  time  with  their  wagons,  hauling  this  black 
oil,  the  light  oils  that  were  to  prove  of  so  great  value  in  later  years 
after  this  development  commenced  in  1907  and  1908. 

Passing  over  that  time,  which  is  one  in  which  there  were  many 
claims  asserted  to  the  ground  around  there  in  vast  acreages,  but  on 
which  there  was  desultory  work  done,  and  some  continuous  work  (but 
I  am  passing  over  that  at  the  moment  in  endeavoring  only  to  make 
a  general  statement),  we  come  down  to  the  years  1907  and  1908. 
Prior  to  that  time  there  had  been  no  possibility  of  the  development 
of  a  successful  oil  field  in  this  locality  on  account,  among  other  diffi- 
culties, of  the  prohibitive  freight  rates  that  existed  to  the  East  from 
Casper.  It  has  been  stated  here  in  a  brief  that  in  the  early  days 
there,  while  cattle  could  be  transported  for  $85  a  car  to  Omaha,  a 
car  of  oil  could  be  transported  only  by  paying  something  over  $300, 
and  it  developed  from  many  discouraging  circumstances  that  a  suc- 
cessful oil  development  in  the  Salt  Creek  field  was  not  yet  commer- 
cially possible. 

Coming  down  to  about  the  year  1907,  which  touches  more  nearly 
upon  these  matters  which  I  wish  to  present  to  you,  there  was  a 
family  from  Florence,  Colo.,  which  had  been  employed  by  the  United 
Oil  Co.  in  drilling  wells  at  Florence.  There  was  a  father  named 
H.  E.  Stock  and  his  wife,  and  they  had  a  family,  I  think,  of  10 
children,  and  they  had  been  brought  up  in  the  oil  business,  boys  and 
girls  alike,  the  girls  to  cook  for  the  men  in  the  fields  and  the  men 
or  the  boys  to  work  in  the  fields.  He  had  heard  of  Salt  Creek  and 
came  there.  At  that  time  there  was  operating  in  this  field  a  com- 
pany called  the  Central  Wyoming  Oil  &  Development  Co.,  concern- 
ing which  Judge  A.  C.  Campbell,  of  Casper,  will  tell  you  no  doubt 
the  full  details.  The  stock  people  went  on  this  land  and  located 
claims  to  the  extent  of  19,  occupying  the  southerly  half  of  that 
land  which  is  embraced  in  the  line  which  is  drawn  there  on  the  map, 
and  they  patented,  since  the  withdrawal  order,  two  claims — that  is, 
the  company  to  which  they  conveyed  it  called  the  Stock  Oil  Company, 
of  which  they  remained  large  stockholders  at  the  time  it  was 
patented — patented  the  east  half  of  section  25,  320  acres.  They  lo- 
cated 17  other  claims,  eight  of  which  lay  within  that  water  line'an<? 
nine  of  which  are  located  outside,  which  is  now  generally  known  as 
the  "  shale  territory,"  a  territory  where  you  may  find  oil,  but  it  is 
always  problematical.  For  instance,  the  General  Petroleum  Co.,  I 
am  told,  went  out  west  of  Salt  Creek  and  sunk  14  wells  without 
success,  and  the  Ohio  Oil  Co.  has  been  development  to  the  south- 
west for  a  company  called  the  United  Petroleum  Co.  without  suc- 
cess. But  here  and  there  have  been  wells  sunk  where  a  crevice  has 
been  struck  and  oil  produced.  But  it  does  not  present  the  situation 
which  exists  within  this  water  line,  where  the  drilling  of  a  well 
leads  to  the  discovery  of  oil  at  a  depth  of  about  1,100  or  1,200  feet 

Now  the  Stock  family  was  poor.  They  lived  in  sheep  wagons  and 
did  work  at  odd  times  for  the  Central  AVyoming  Oil  &  Development 
Co.  or  their  predecessors,  and  at  times  they  worked  upon  their  own 
claims.  The  Central  Wyoming  Oil  &  Development  Co.  were  suc- 
cessors, either  by  relocation  or  by  consent,  of  an  earlier  crowd  that 
had  succeeded  Mr.  Shannon.    Mr.  Shannon  had  left  the  field  dis- 
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couraged,  and  had  sold  his  titles  out  to  a  concern  which  kept  them 
in  the  name  of  a  company  with  a  foreign  name,  the  Societe  Belgo. 
This  company  was  succeeded  by  the  Central  Wyoming  Oil  &  Develop- 
ment Co.,  8  or  10  locators  of  the  city  of  Casper,  who  to-day  main- 
tain their  interests  in  the  land  which  they  located  represented  by 
this  company,  the  Central  Wyoming 'Oil  &  Development  Co.  The 
names  of  these  Casper  citizens  were  put  upon  these  stakes  to  the 
extent  of  about  3,600  acres,  most  of  which  lies  within  this  water 
line.  They  found  that  their  predecessors  had  drilled — and  they  fell 
heir  to  it  by  adoption — a  producing  well  in  the  year  1906  upon  the 
southeast  quarter  of  section  22,  and  in  1908  thej  brought  in  a*  pro- 
ducing well  upon  the  southeast  quarter  of  section  23.  Mr.  Camp- 
bell will  tell  you  more  in  detail  about  that  situation.  But  in  the 
year  1909  and  in  the  early  part  of  that  year  they  had  let  to  an. 
English  drilling  syndicate,  formed  for  the  purpose  of  drilling  for 
oil  in  this  country,  a  contract  to  drill  22  wells  upon  the  claims  in 
this  vicinity.  The  Stock  people,  working  sometimes  for  them  and 
sometimes  for  themselves,  were  parties  to  the  building  of  two  reser- 
voirs designed  to  furnish  water  for  the  drilling  operations  on 
these  22  claims.  This  drilling  company  went  broke,  which  left  the 
Central  Company  in  a  state  of  suspended  operation  in  the  summer 
of  1909.  In  August,  1909,  bear  in  mind,  we  have  two  outfits  who  are 
there  well  in  advance  of  this  withdrawal,  upon  several  parts  of 
these  lands;  although  the  Stock  claims  to  a  certain  extent  interfered 
with  the  claims  of  the  Central  Wyoming  Oil  Co.,  they  were  all 
working  together  on  that  area. 

Now,  the  impression  which  is  sought  to  be  created  in  certain  quar- 
ters is  that  at  the  time  of  the  withdrawal  of  the  Salt  Creek  oil  field 
in  September,  1909,  the  field  was  unknown,  virgin  territory,  undis- 
covered and  unknown,  which  was  after  the  withdrawal  ruthlessly 
invaded  by  locators  in  defiance  of  the  President's  order  of  with- 
drawal. What  I  have  said  will  no  doubt  tend  to  dispel  this  illusion, 
but  fortunately  it  is  unnecessary  for  me  to  ask  you  to  rely  upon  my 
statement  of  the  situation  as  a  considerable  part,  though  not  all  of  the 
history  by  any  means,  is  set  forth  officially  m  a  Government  bulletin, 
being  No.  452  issued  by  C.  H.  Wegemann,  of  the  United  States  Geo- 
logical Survey,  in  1911,  wherein  this  Government  official  deals  with 
the  description  of  the  Salt  Creek  oil  field,  its  location,  history,  and 
development.  I  beg  leave  to  call  attention  to  Mr.  Wegemann's  his- 
tory, not  as  a  fully  accurate  one,  but  as  corroborative  of  what  the 
situation  was  as  to  the  known  character  of  and  development  upon 
this  area,  as  follows  (pp.  88  and  39,  Bulletin  452,  United  States 
Geological  Survey) : 

HISTORY    OF    DEVELOPMENT. 

It  Is  difficult  to  obtain  trustworthy  information  concerning  the  early  history 
of  tlie  Salt  Creelc  field,  for  the  numerous  accounts  presented  do  not  entirely 
ngree.  Knight  states  that  oil  was  reported  from  this  area  prior  to  1880.'  Tlie 
ocairrence  of  oil  was  well  Ijnown  a  few  years  later.  It  is  said  that  A.  T.  Sey- 
niore  tooic  np  the  first  oil  claims  in  the  field  in  1885  or  188G.  Seymore  was  a 
civil  and  mining  engineer  and  compiled  a  map  of  the  oil  fields  of  central  Wyo- 

>  Kol^lit.  W.  C  Oeoloj^y  and  technology  of  the  Salt  Creek  oil  field:  Bull.  CnlF.  Wyo- 
ming IScbool  of  Mines,  Petroleum  series  No.  1. 
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mlng.  C  Y.Iba  was  also  iutereste<l  In  the  developmeut  of  the  tteUl.  An  •'«»il 
spring"  wliich  hears  hi^  name  Is*  situated  in  the  bed  of  Salt  (.'reelx,  in  the  SE. 
i  SW.  i  sec.  13,  T.  40  N.,  R.  79  W.  Sjinuiel  Aughey,*  Territorial  geolojjist  f..r 
Wyoming,  descril>es  it  a«  follows: 

"  When  I  last  v!site<l  tJiis  spring,  in  May,  1884,  not  less  than  2()  barrels  4»f 
oil  had  accumulated  in  the  creek  ijed.  The  rise  of  the  creek  from  a  rainfall 
one  night  washed  it  away,  but  it  .immediately  oonnnenceil  again  {o  accumu- 
late, and  in  less  than  a  week  the  original  quantity  was  stored." 

At  the  present  time  oil  does  not  collect  In  noticeable  quantity  in  the  creek 
bed.  A  small  sand  bar  in  the  middle  of  the  creek  marks  the  site  of  the  sprin? 
at  a  point  where  the  creek  bends  to  the  north  with  a  cut  hank  on  the  east  side, 
along  the  crest  of  whit'h  the  Casper  road  runs.  The  surface  of  the  sand  is  black 
and  greasy,  and  on  digging  into  it  the  smell  of  petroleum  l>ecomes  very  markeil. 

P.  M.  Shannon,  of  the  Pennsylvania  Oil  &  Gas  (^o.,  wa»  the  first  to  !>effin 
actual  development  in  the  field.  The  first  well.  Shannon  No.  1.  was  located  in 
the  SE.  i  SE.  i  sec.  36.  T.  41  N.,  R.  79  W.  This  well  was  drilled  in  1889.  autl 
three  more  wells  were  drilled  in  the  next  two  years.  By  1893  rates  had  been 
obtained  from  the  railroad,  and  the  shipment  of  oil  was  begun.  The  oil  w:t< 
hauled  to  Casper  by  wagon,  a  distance  of  50  milew.  12(  to  16  horse  teams  beinjr 
employed.  In  1895  the  Pennsylvania  Oil  &  Gas  Co.  erected  a  refinery  at  Casper 
and  put  down  wells  5,  6,  7,  and  8,  W.  H.  Smith  being  the  (triller.  In  1901 
well  No.  9  was  complete<l,  and  in  1902  Nos.  10,  11,  12,  and  13. 

These  wells  yield  a  heavy  lubricating  oil  of  rather  high  viscosity,  containiuir 
little  or  no  naphtha,  asphalt,  or  sulphur,  but  more  thiin  1  per  cent  of  paraffin. 
By  reflected  light  its  color  is  olive  green;  by  transmitted  light  it  is  red.  Its 
gravity  is  0.9097  (23.9  Baum6).    It  is  chiefly  valuable  for  lubricating. 

In  1905  (?)  the  Peimsylvania  Oil  &  Gas  Co.  sold  its  entire  property  to  Mr. 
Lobell.  He  in  turn  sold  a  few  acres  in  the  NE.  4  sec?.  2,  T.  40  N.,  R.  79  W. 
to  a  French  company  called  the  Ascos,  under  the  nmriagement  of  Mr.  Delvaiix. 
who  drilled  four  wells  in  1906.  In  1906.  also.  Dr.  Porro,  an  Italian  geologist 
examined  the  field  and  made  a  private  reiwrt.  It  is  said  that  he  lot^atcfl  the 
well  afterward  drilled  by  the  Petroleum  Maatschappij  Salt  Creek,  a  Holland 
company,  in  the  SE.  i  sec.  23,  T.  40  N.,  R.  79  W.,  about  3  miles  s^nith  of 
Shannon.  The  well  was  not  drilled  until  the  fall  of  1908.  On  CK-tober  23  of 
that  year  oil  under  great  pressure  was  struck  in  samlstone  about  1,000  feet 
below  the  surface.  This  well  was  drilled  by  J.  E.  St<Kk  and  was  the  first  to 
strike  the  lower  sand,  here  name<]  Wall  Creek  sandstone  lentil. 

This  oil,  in  contrast  to  that  obtained  from  the  Shannon  welts,  is  a  licht 
gasoline  oil  containing  16  per  cent  of  naphtha.  29  i)er  cent  of  water-white  <ul. 
and  6  per  cent  of  parafin.  In  color  it  is  a  very  dnrk  green  by  reflected  light 
and  reddish  brow^n  by  transmitted  light.  It  is  valuable,  first,  for  the  illuminat- 
ing oils  and,  second,  for  the  lubricating  oils  which  it  contains. 

Before  this  "gusher"  well  was  put  down,  a  well  known  as  the  '*  Il>a  "  wa^ 
drilled  by  J.  E.  Stock  in  the  NE.  I  SE.  i  sec.  22,  on  Bothwell  Draw.  S<mu»  oil 
was  encountered  in  the  shale,  but  scarcely  in  i>nying  quantities.  After  tht^ 
completion  of  the  "gusher"  well  the  Stock  t>\\  Co.  was  formed  and  a  wi'll 
was  drillefl  in  the  SW.  i  NE.  i  sec.  25.  T.  40  N.,  K.  79  W.  Some  oil  \v:i- 
encountered  in  shale,  but  the  sand  was  not  reache<l.  IMiring  the  year  ini" 
several  new  companies  have  entered  the  field  and  develo|)nient  has  ])rogivssti 
rapidly.  The  I^obell  interests  have  lM»en  bought  out  by  the  Franco-Ameritiin 
Oil  Co..  which  has  drilled  f<mr  new  wells  at  the  northern  end  of  the  dome  near 
Shannon. 

The  C'alifornia  Oil  Co.  C(»mpleteil  the  old  Stock  well  anil  drilletl  .-^v- 
eral  new  wells  In  the  south  half  of  the  dome,  v.iiich  have  adde<l  niateritiUv 
to  our  knowledge  of  the  extent  of  the  oil  po<»l.  The  Maatschappij  Co.  drille<l 
thre<»  wells  in  1010.  all  of  which  reached  the  sand. 

In  May  of  1909,  Mr.  William  M.  Fitzhugh,  of  San  Francisco,  and 
his  wife  joined  with  Mr.  William  G.  Henshaw  of  San  Francisco  and 
Judge  F.  W.  Henshaw,  one  of  the  justices  of  the  Supreme  Court  of 
California  at  that  time,  and  I  think  until  very  recently,  and  Mr. 
Victor  H.  Metcalf,  or  I  think  it  was  Mr.  William  H.  Metcalf,  son 
of  the  gentleman  who  was  once  Secretary  of  the  Navy,  and  about  16 
others  and  they  they  formed  an  association  for  the  development  of 
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oil  in  Wyoming.  ThOT  proceeded  first  to  Bvron,  in  the  northwestern 
part  of  the  State  of  Wyoming.  They  developed  some  gas  there,  but 
were  not  successful  in  oil ;  but  in  August  of  that  year  Mr.  Fitzhugh 
had  heard  about  some  development  at  Salt  Creek  and  he  went  there- 
His  first  trip,  as  we  understand  the  facts,  was  in  August,  1909,  and 
he  examined  the  fields  in  the  early  days  of  September,  1909,  making 
two  or  three'^trips  to  the  field  during  that  month.  From  the  time 
of  his  first  trip  he  conunenced  the  w^ork  of  assembling  the  crews  and 
the  material  for  the  development  of  Salt  Creek.  He  nad  been  an  en- 
pneer  of  wide  experience,  was  familiar  with  the  Baku  oil  fields  of 
Kussia  and  the  oil  fields  of  other  parts  of  the  world,  and  had  been  a 
very  successful  petroleum  engineer  and  was  familiar  with  the  fields 
in  California.  So  that  during  this  month  of  September  he  set  out  his 
preliminary  stakes  to  indicate  the  line  where  his  surveyors  were  to 
go,  and  proceeded  then  to  get  the  surveyors,  and  returned  into  that 
field  with  a  full  crew  of  surveyors  and  some  30  or  40  men,  about  the 
1st  day  of  October,  perhaps  the  2d  or  3d,  to  be  exact. 

There  were  some  pieces  of  patented  land  in  this  field  and  Mr. 
Fitzhugh  decided  he  would  look  into  the  question  as  to  what  the 
status  of  title  was  upon  the  entire  field,  and  sent  Mr.  Midthun,  who 
unfortunately  has  since  died,  an  engineer,  to  look  up  the  records 
at  the  Douglas  land  ofiice.  He  repaired  to  that  land  office,  and  on 
the  4th  or  5th  of  October  examined  the  records  and  the  records 
showed  no  withdrawal  of  those  public  lands,  the  withdrawal  not 
being  received  at  the  Douglas  land  office  until  October  6  or  perhaps 
later.  Mr.  Midthun  then  returned  to  Salt  Creek,  advised  Mr.  Fitz- 
hugh of  what  lands  in  the  fields  were  patented  and  what  apparently 
open  to  exploration,  and  Mr.  Fitzhugh  and  himself,  with  this  large 
^ang  of  surveyors  and  men,  commenced  the  importation  of  material 
into  Salt  Creek  for  its  ultimate  development  and  for  the  immediate 
construction  of  camp  buildings,  and  remained  there  until  December 
22,  the  importance  of  which  date  is  this:  That  whatever  may  be 
true  in  California  or  other  places,  I  believe  it  may  be  safely  asserted 
that  the  existence  of  this  withdrawal  order  upon  lands  in  Wyoming 
was  not  a  matter  of  common  or  any  knowledge  in  Wyoming  at  all 
(outside  of  the  land  office)  until  it  was  published  in  a  newspaper  at 
Casper,  Wyo.,  under  date  of  December  22,  or  perhaps  the  17th,  and 
on  the  22d  a  newspaper  came  into  the  field  at  Salt  Creek  with  this 
account  in  it : 

Xow  bear  in  mind  that  Salt  Creek  lies,  as  I  have  said,  40  miles 
from  the  railroad,  and  in  that  age  an  automobile  could  not  pass  to 
the  field.  It  took  a  mule  team  three  days  to  go  there,  and  a  man  on 
hoi-seback  would  find  it  a  mighty  hard  ride  to  get  there  riding  from 
morning  until  late  at  night.  They  usually  nuule  two  days  of  it  and 
stopped  at  the  Horse  Ranch  midway.  The  road  was  very  rough 
and  the  going  was  difficult.  Water  was  scarce,  weather  conditions 
tPirible,  snows  and  blizzards,  and  it  was  over  this  territory  and 
under  such  conditions  that  there  was  transported  to  this  field  the 
miiterial  and  supplies  requisite  to  develop  and  carry  on  the  opera- 
tions there,  including  the  establishment  of  camps  and  buildings 
juul  other  facilities  for  the  work  that  had  to  be  done;  on  December 
•2*2.  1001),  after  doing  work  of  that  kind  and  setting  his  formal  stakes 
on  tlie  field  and  building  camps  and  starting  these  laborers  to  work, 
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a  crew,  which  by  that  time  had  been  augmented  to  a  large  number, 
in  the  snows  of  the  winter,  there  it  came  to  Mr.  Fitzhugh's  atten- 
tion that  this  land  had  been  withdrawn  by  Executive  order.  Leav- 
ing his  men  there  upon  the  field,  and  havmg  at  that  time  expended 
fifty-seven  thousand  and  some  hundred  dollars  in  the  doing  of  the 
work,  he  repaired  immediately  by  horseback  to  Cas^r  and  thence 
by  train  to  San  Francisco  to  consult  with  his  associates  as  to  the 
meaning  of  this  order  and  as  to  what  should  be  done. 

Counsel  were  called  in  by  Judge  Henshaw,  some  of  them  among  the 
most  prominent  mining  lawyers  in  that  State,  and  it  was  determined 
first  by  them  that  in  their  opinion  this  order  was  beyond  the  power 
of  the  President,  and  then  his  business  associates  decided  upon 
that  advice  that  the  only  thing  they  could  do  was  to  proceed  to  a 
conclusion  of  their  work,  in  justice  to  their  good  faith  and  the 
rights  they  claimed,  and  as  a  matter  of  fairness  to  the  large  num- 
ber of  men  who  had  been  assembled  there  with  the  promise  of  con- 
tinuous employment  during  the  dead  of  winter  until  this  work 
should  be  done.  Let  me  say  here  that  Mr.  Fitzhugh  had  been  advised 
by  counsel  in  Wyoming  that  it  was  necessary  to  have  discovery  made 
before  the  location  certificate  was  filed,  and,  consequently,  he  filed  no 
location  certificates  on  this  land  until  after  discovery.  They  were 
scattered  along  until  May  4,  1910,  the  last  one  having  been  filed 
prior  to  May  4,  1910.  At  that  time  he  had  at  a  depth  ranging  from 
115  to  175  feet,  drilled  wells  capable  of  producing  oil  on  each  claim 
in  that  field.  Now^  I  claim  this  situation  is  one  calling  for  your 
equitable  consideration.  The  fact  that,  so  far  as  Mr.  Fitzhugh  was 
concerned,  this  withdrawal  was  unknown  to  him  (like  the  laws  of 
Caligula,  written  in  a  fine  hand  at  the  top  of  a  column  so  they 
could  not  be  read),  because  of  his  physical  detachment  from  ordi- 
nary intercourse  with  the  outside  world  from  October  to  December, 
was  his  misfortune.  Of  course,  that  circumstance  might  not  be 
considered  in  a  court  as  entitling  him  to  legal  relief,  because  the  laws 
and  proclamations  of  the  President  may  be  claimed,  in  strictness, 
to  operate  from  the  time  they  are  enunciated,  but  it  is  an  equity 
which  appeals  powerfully,  I  thinlc,  to  any  man,  especially  if  ho 
understands  the  situation  of  those  who  thus  went  into  that  country 
to  aid  in  the  development  of  the  Salt  Creek  field  under  the  difficulties 
then  existing.  This  is  an  equity  that  is  touched  upon  by  the  United 
States  Circuit  of  Appeals  in  the  case  of  the  United  States  versus 
the  Grass  Creek  Oil  and  Gas  Co.  and  the  Ohio  Oil  Co.,  from  which 
I  read : 

Prior  to  May  6, 1914  (the  date  of  withdrawal),  the  Oh!o  OU  Co.  had  e3cpended 
In  money  and  assumed  liabilities  under  its  contracts  for  work  on  the  land, 
amounting  to  $2,000.  The  material  and  lumber  for  the  camps  arrived  on 
May  7,  1914,  and  work  was  begun  at  once.  On  May  10,  1914,  the  cookhouse 
had  been  completed,  and  the  car  containing  the  equipment  reached  the  rail- 
road 8tat:on  nearest  to  these  lands,  and  was  placed  on  the  siding  for  unloading. 
Knowledge  of  the  withdrawal  order  did  not  reach  the  parties  imtU  May  14,  or 
15,  1914. 

So  that  it  is  a  matter  for  your  equitable  consideration.  I  think 
that  the  most  that  can  be  said  concerning  the  Fitzhugh  titles  and 
those  of  his  associates,  is  that  they  were  there  not  in  defiance  of  tho 
order  of  withdrawal,  but  they  were  there  in  ignorance  of  it;  and 
that  their  rights,  in  any  event,  were  initiated  prior  to  it  and  should 
be  protected  in  law  and  equity. 
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The  Chairman.  What  became  of  the  Stocks? 

Mr.  Schuyler.  I  was  just  coming  to  that.  When  Mr.  Fitzhiigh 
appeared  upon  the  scene  of  action,  Mr.  Stock  and  his  family  were 
working  around  in  their  necessarily  desultory  sort  of  way  in  the 
Salt  Creek  field.  Now,  Mr.  Fitzhugh  looked  like  a  good  rich  man 
to  Mr.  Stock,  and  he  gave  him  a  lot  of  work  to  do,  and  they  reached 
the  understanding  that  Mr.  Fitzhugh,  being  a  man  with  money 
would  help  Mr.  Stock  to  maintain  his  claims,  and  that  Mr.  Stock 
should  receive  from  Mr.  Fitzhugh  employment  of  a  certain  character 
for  himself  and  family.  It  was  the  understanding  that  if  oil  should 
be  produced^  on  the  claims  that  he  was  interested  in,  that  they  would 
get  them  drilled  together. 

Mr.  Fitzhugh  and  the  Central  Wyoming  people  got  into  a  dispute 
which  went  to  the  courts,  and  the  situation  then  developed  in  this 
way :  Mr.  Stock  was  getting  along  pleasantly  with  Mr.  Fitzhugh  and 
was  lined  up  with  him.  The  Jitzhughs  were  having  trouble  with 
the  Central  Wyoming  people,  and  both  parties  had  had  the  other 
enjoined  from  producing  any  oil.  That  was  a  quite  needless  precau- 
tion, because  they  would  have  had  no  place  to  take  the  oil  if  they 
had  produced  it,  but  they  had  gone  through  with  that  formality  of 
enjoining  one  another,  and  that  development  was  tied  up.  Mr, 
Fitzhugh,  in  the  meantime,  bought  some  leases  upon  a  piece  of  pat- 
ented land  in  the  northern  part  of  the  field.  It  was  land  that  had 
been  patented  in  1893  by  Mr.  Schoonmaker,  who  patented  560  acres 
lying  to  the  south  of  the  Shannon  field,  but  near  the  northerly  edge 
of  the  Salt  Creek  field,  40  acres  of  which  proved  productive.  Mr. 
Fitzhugh  acquired  a  lease  of  that  land,  and  also  acquired  a  lease  for 
a  school  section.  Now,  at  this  time,  they  were  all  in  a  bad  way. 
Xobody  up  to  this  time  had  ever  approached  the  Salt  Creek  field 
with  the  idea  of  himself  being  capable  financially  to  make  it  a  com- 
mercial field.  The  most  that  they  saw  there  was  this,  that  they 
believed,  in  view  of  this  development  around  the  southeast  quarter 
section  23  and  tlie  southeast  quarter  section  22,  that  there  was  a  pros- 
pect of  a  good  oil  field  there.  Mr.  Fitzhugh  and  his  associates  did 
not  have  the  money  to  proceed  on  any  considerable  scale  with  the 
matter.  Mr.  Fitzhugh  completed  his  work  by  May  4, 1910,  at  which 
time  his  association  had  spent  under  the  most  difficult  conditions 
imaginable,  from  bad  weather,  lack  of  water,  and  from  every  other  ad- 
verse condition,  $197,000.  They  had  spent  that  up  to  May  4, 1910.  In 
the  development  of  this  field  they  spent  their  time  and  money  there 
and  did  the  best  they  could,  and  the  Central  Wyoming  people  were 
spending  money  up  there.  Then,  Mr.  Fitzhugh  looked  around, 
because  he  believed  in  the  future  of  that  field  and  realized  its  possi- 
bilities, for  somebody  with  money  to  develop  it.  It  so  happened 
that  the  Keed  Investment  Co.,  which  was  a  company  engaged  in 
the  promotion  business  at  Colorado  Springs,  was  interested  in  a 
railroad  project.  The  president  of  the  company  was  Mr.  Vemer  Z. 
Reed,  who  had  made  a  success  in  the  Cripple  Creek  mines. 

They  were  then  contemplating  the  building  of  a  railroad  from 
Miles  City,  Mont.,  to  Cheyenne.  Now,  that  is  where  I  enter  upon 
the  story  from  my  personal  laiowledge.  They  sent  a  young  man  up 
there,  by  the  name  of  Hopkins,  who  was  employed  to  look  over  the 
route  of  the  proposed  railroad;  in  the  course  of  his  inspection,  he 
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landed  at  Salt  Creek  and  met  Mr.  Fitzhugh.  The  oil  prospect 
looked  better  to  him  than  the  railroad,  and  he  tried  to  convince  his 
superiors  that  the  oil  proposition  was  better  than  the  railroad  propo- 
sition. The  result  was  that  the  Reed  Investment  Co.,  in  December. 
1910,  bought  from  Mr.  Fitzhugh  the  lease  to  the  Schoonmaker  tract 
of  560  acres,  of  which  40  acres  proved  to  be  good. 

The  Chairman.  Was  that  a  commercial  lease? 

Mr.  ScHUTLER.  A  commercial  lease  with  a  10  per  cent  royalty. 
Their  idea  was  to  see  if  they  could  raise  capital  in  Europe 

The  Chairman.  Was  the  lease  on  patented  land? 

Mr.  ScHUTLER.  Yes,  sir ;  patented  land.  Their  idea  was  to  see  if 
they  could  raise  money  in  Europe,  or  anywhere  else,  to  operate  and 
build  a  pipe  line  ana  refinery.  The  field  was  taken  up,  but,  of 
course,  they  felt  that  if  they  built  a  pipe  line  they  would  naturally 

fffit  the  oil  from  the  claimants  there.  Then  they  bought  a  piece  of 
and  in  the  southerly  end  of  the  field.  Away  down  in  the  southwest 
part  of  the  field  there  were  some  claims  located  by  a  man  named  Ed 
Williams,  and  they  got  a  lease  from  Ed  Williams  on  those  lands  on 
a  10  per  cent  royalty  basis.  They  were  outside  of  the  withdrawal 
and  thev  were  subsequently  abandoned  by  the  company.  At  the  time 
of  all  the  locations,  including  those  of  Fitzhugh  association  and  of 
Williams  no  one  knew  where  the  oil  deposit  really  lay.  Only  sub- 
sequent drilling  provide  that.  The  Reed  Investment  Co.  then  got 
busy  raising  money  to  see  if  they  could  do  anything  in  that  field.  By 
the  way,  after  making  a  preliminary  investi^tion,  a  man  who  was 
an  authority  in  the  oil  business  in  the  marketing  of  oil,  told  us  that 
mineral  water  in  Salt  Creek  would  be  more  valuable  for  commercial 
purposes  than  the  oil  would  ever  be.  I  was  present  at  the  interview : 
they  had  retained  me  as  counsel  to  examine  the  abstract  of  title  to 
the  Schoonmaker  lands.  Notwithstanding  the  discouraging  report 
made  as  to  the  prospect  of  selling  oil,  we  were  encouraged  by  Mr. 
Fisher,  our  geologist ;  and  I  may  say  his  guesses  concerning  the 
location  of  the  oil  were  a  good  deal  closer  than  my  guess  in  the  Mid- 
West  Oil  Co.  case  as  to  the  law.  Mr.  Fisher  went  to  Europe 
and  with  Mr.  Reed  succeeded  in  interesting  some  Frenchmen.  I  do 
not  know  how  they  did  it,  but  it  was  quite  a  tribute  to  their  plausi- 
bilitv  and  suavity  of  manner.  The  Frenchmen  agreed  that  they 
would  put  up  $600,000  to  build  a  refineiy  and  pipe  line.  The  argu- 
ment presented  was  that  possibly  in  the  course  of  five  years  time  this 
company  would  receive  from  the  Salt  Creek  field  and  be  able  to 
refine  and  market  1,000  barrels  of  oil  per  day. 

That  was  the  goal  toward  which  the  ambitions  of  those  men  were 
directed  at  that  time.  That  was  on  account  of  the  discouragement 
renrJirding  the  possibility  of  a  market  in  a  teri'itory  so  sparsely  settled 
as  that  tributary  to  Casper.  They  went  ahead  and  organized  the 
Mid-West  Oil  Co.  on  February  4,  1911,  and  to  that  company  was 
transferred  the  Schoonmaker  lease  and  the  lease  to  the  Ed  Williams 
land  in  the  southwest  part  of  the  field,  which  has  been  since  aban- 
doned. They  had  not  gone  along  far  before  they  ran  out  of  money. 
They  built  this  pipe  line  and  small  refinery  capable  of  refining  3,000 
bariT.ls.  They  got  started  in  February,  1912.  It  took  them  a  year 
before  they  were  able  to  get  their  work  completed — that  is,  a  year 
from  the  date  when  they  were  incorporated.     Meanwhile,  in  June  of 
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1911,  Mr.  Fitzhugh  suggested  that  he  would  like  to  sell  his  holdings 
in  the  Salt  Creek  land  for  a  certain  sura  in  cash,  but  with  the  reser- 
vation of  a  perpetual  interest  in  the  oil  in  the  land  that  he  sold.  The 
Mid-West  Oil  Co.  made  a  contract  with  him  to  pay  a  certain  amount 
in  cash — ^not  a  large  amount,  $10,000,  payable  $1,000  per  month,  but 
he  reserved  in  perpetuity  a  substantial  interest  for  himself  and  wife 
in  this  oil.  By  the  way,  I  might  say  here  that  his  wife  is  entitled 
to  it,  because  during  the  stormy  days  of  that  w  inter,  when  they  were 
trying  to  carry  on  that  w^ork  in  the  Salt  Creek  field,  their  home  at 
Berkeley  was  mortgaged  and  her  jewels  were  put  in  pawn  to  help 
raise  the  money  needed  by  them.  They  are  to-day  enjo}' ing  an  in- 
come from  those  lands.  The  Mid-West  Oil  Co.  also  responds  to  the 
Stock  family,  who  get  their  interest,  and  it  responds  to  about  4,000 
stockholders. 

Mr.  Saker.  What  did  the  Stock  people  get?  When  I  say  the 
Stock  people,  I  mean  those  girls  and  boys,  and  the  old  man.  What 
are  they  getting? 

Mr.  Schuyler.  I  can  supply  the  accurate  figures  of  the  amount  in 
the  record,  but  I  should  judge  that  the  Stock  people  get  a  good  deal. 
I  think  old  man  Stock  last  year  received  over  $40,000  from  section  26 
and  the  other  members  of  his  family,  I  think,  received  three  or  four 
thousand  dollars  altogether  from  other  lands.  I  do  not  mean  that 
they  got  that  much  apiece.  The  other  land  was  not  so  intensely  de- 
veloped as  was  section  26  during  the  past  two  years. 

Mr.  Eaker.  They  are  really  getting  something? 

Mr.  Schuyler.  They  are  really  getting  a  substantial  amount.  Mr. 
Fitzhugh  and  his  wife  are  getting  a  very  substantial  amount  from 
the  operations  on  those  lands.  They  have  a  royalty  of  25  cents  per 
barrel  on  every  barrel  obtained  outside  of  the  Schoonmaker  tract. 

Xow,  the  Mid- West  Oil  Co.  set  about,  then,  to  secure  a  partition 
with  Mr.  Henshaw  and  his  associates,  because  they  were  undivided 
owners  with  Mr.  Fitzhugh  and  wife,  and  at  the  same  time  the  Stock 
people  wanted  to  get  their  situation  developed  so  that  they  would 
know  where  they  stood  in  the  matter.  The  result  was  that  the  Mid- 
West  Oil  Co.,  being  influenced  largely  at  that  time  by  capital  from 
Europe,  decided  that  they  would  not  pay  additional  money  for  the 
purchase  of  land  in  the  Salt  Creek  field,  with  the  result  that  the  Reed 
Investment  Co.  bought  from  Mr.  Henshaw  and  his  associates  their 
claims  in  the  Salt  Creek  field  for  $325,000,  which  had  to  be  arranged 
in  easy  payments,  because  the  Reed  Investment  Co.  did  not  have 
that  much  money  at  any  one  time.  However,  they  worked  that  out, 
and  they  bought  those  claims  in  the  Salt  Creek  field.  They  bought 
those  claims  and  conveyed  them  into  several  different  companies, 
known  as  the  Reed  Companies,  each  having  property  respectively  in 
different  claims. 

There  were  nine  companies  in  number,  and  they  each  have  an 
acreage.  The  Reed  Investment  companies  were  rather  close  cor- 
porations, and  none  of  those  conifjanies  had  more  than  the  640  acres 
subject  to  this  relief  given  in  section  10.  But  they  have  an  identity 
of  stock  ownership  which  brings  them  possibly  within  the  prohibi- 
tion of  the  bill  which  might  limit  the  ownership.  The  stockholders 
of  the  Reed  companies  were  Mr.  Reed,  his  wife,  his  three  children, 
and  Mr.  O.  H.  Shoup,  who  was  president  of  the  Mid-West  Oil  Co., 
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and  who  for  many  years  directed  the  affairs  and  was  responsible  for 
its  success;  Mr.  C.  A.  Fisher,  Mr.  N.  S.  Wilson,  Mr.  J.  L.  Warren, 
my  brother,  and  myself. 

The  situation  then  was  that  having  acquired  the  Henshaw  rights, 
or  rather,  before  doing  so,  we  arranged  a  segregation  of  interests 
between  the  Mid- West  Oil  Co.  and  those  so-called  Reed  companies 
with  the  result  that  the  northwest  40  acres  of  each  160-acre  location 
was  to  go  to  the  Mid- West  Oil  Co.  and  the  remaining  120  acres  was 
to  go  to  some  Eeed  company..  So  that  land  was  divided  according 
to  the  colors  you  see  there  on  the  chart,  showing  the  different  owner- 
ships of  land  throughout  the  field. 

Now,  then,  the  Mid-West  Oil  Co.  was  then  still  in  the  position  of 
not  having  as  yet  completed  the  refinery  or  the  pipe  line.  Then, 
there  also  followed  an  adjustment  of  interests  with  the  Central 
Wyoming  Oil  &  Development  Co.  as  to  the  holdings  of  each  particu- 
lar company  after  the  titles  should  be  determined,  and,  as  the  matter 
stood,  after  this  adjustment  was  made,  the  Central  Wyoming  Oil  & 
Development  Co.  would  have  about  1,000  acres,  the  Mid-West  Oil 
Co.  about  1,000  acres,  and  the  Reed  companies  about  2,100  or  2,200 
acres  of  located  lands  within  this  part  of  the  territory  within  the 
water  line.  These  ownerships,  having  so  adjusted  themselves,  rep- 
resent the  combined  equities,  as  you  might  say,  of  all  the  early  lo- 
cators and  predecessors;  and  with  the  exception  of  the  fact  that  Mr. 
Henshaw  and  his  associates  parted  with  their  property  for  $325,000, 
which  represented  what  they  received  from  their  early  pioneering  in 
this  field,  there  is  to-dav  no  man  who  invested  his  money  in  the  Salt 
Creek  field,  or  who  performed  labor  there,  who  is  not  receiving  under 
contract  some  part  of  the  proceeds  of  the  operations  of  that  field. 
There  is  involved  in  the  Mid- West  Oil  Co.,  as  I  have  said,  some  4,000 
stockholders ;  the  Reed  companies  represented  comparatively  a  small 
number  of  persons,  and  there  are  ten  or  twelve  of  the  stocks  and  two 
or  three  other  contracts  outstanding.  Mr.  Campbell  will  tell  you  of 
the  situation  with  respect  to  the  Central  Wyoming  Oil  &  Develop- 
ment Co.,  and  will  show,  I  believe,  directly  and  indirectly,  some  six 
to  eight  thousand  persons  affected  by  their  situation.  So,  as  you 
will  see,  the  Salt  Creek  field  is  not  a  situation  in  which  any  of  the 
companies  have  gone  out  and  laid  their  hands  upon  the  public  do- 
main, but  is  a  natural  growth  from  the  poor  locators  to  ownerships 
in  which  the  locators  are  still  interested. 

In  Smelting  Company  v,  Kemp  (104  U.  S.,  636),  at  654,  Mr. 
Justice  Field  used  the  following  language  j)owerfully  describing 
the  situation  which  confronts  the  locators  of  mining  claims  and  par- 
ticularly of  just  that  situation  which  confronted  those  interested  in 
the  claims  at  Salt  Creek.  This  language  was  used  in  connection  with 
the  discussion  of  the  suggested  danger  that  if  a  patent  to  mining 
ground  were  permitted  to  include  several  claims  or  locations  in  one 
application,  it  would  tend  to  a  monopoly  of  mining  ground.  The 
court  said: 

Everyone  at  all  familiar  with  our  mineral  regions  knows  that  ;the  grent 
majority  of  claims,  whether  on  lodes  or  on  placers,  can  be  worked  advantnge- 
oiisly  only  by  a  comblnntlon  nmon^  the  miners,  or  by  a  consolidation  of  their 
claims  through  Incorpornted  companies.  Water  Is  essential  for  the  working 
of  mines,  and  in  many  instances  can  be  obtained  only  from  great  distances,  by 
menns  of  canals,  flumes,  and  aqueducts,  requiring  for  their  constructloa 
enormous  expenditures  of  money,  entirely  beyond  the  means  of  a  single  Indl* 
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vldual.  Often,  too,  for  the  development  of  claims,  streams  must  be  turned 
from  their  beds,  dams  built,  shafts  sunk  at  great  depth,  and  flumes  con- 
structed to  carry  away  the  debris  of  the  mine.  In  deed,  successful  mining, 
whether  on  lode  claims  or  placer  (rluims,  can  seldom  be  prosecuted  without  an 
amount  of  capital  beyond  the  means  of  the  individual  miner. . 

Now,  I  will  ask  you  to  bear  this  proposition  in  mind:  When 
the  question  was  submitted  as  to  whether  or  not  we  should  purchase 
the  interests  of  Mr.  Fitzhugh  and  the  interest  of  Mr.  Henshaw,  the 
problem  presented  was  whether  this  withdrawal  was  good  or  bad, 
because  that  affected  the  question  of  how  readily  those  claims  could 
be  patented,  and  it  was  necessary  to  have  that  question  decided  be- 
cause it  involved  a  larse  amount  of  money.  I  went  into  the  subject 
thoroughly  and  in  good  faith  reached  the  conclusion  that  this  with- 
drawal order  was  not  valid.  That  was  a  time  when  we  could  have 
reached  a  conclusion  the  other  way.  Because  of  the  fact  that  upon 
the  decision  would  rest,  of  necessity,  the  course  to  be  pursued  in 
either  making  or  not  making  the  purchase;  it  would  have  been 
easier  to  take  the  lesser  responsibility  than  the  greater,  and  when 
we  came  to  the  Henshaw  purchase  and  the  final  payment,  I  was 
influenced  very  largely,  outside  of  my  own  investigations,  by  the 
opinion  of  Mr.  Oscar  Lawler,  who  was  of  the  Department  of  Justice 
and  who  gave  it  as  his  opinion  to  the  Interior  Department  that  this 
withdrawal  was  without  merit.  I  was  influenced  also  by  the  opin- 
ion of  Judge  Henshaw  and  other  prominent  lawyers  in  California. 
I  think  Judge  Lindley  was  drawn  into  the  discussion  because  at  the 
time  he  represented  some  Wyoming  company  out  there. 

Mr.  Kakeb.  Did  Judge  Lindley  ever  render  an  opinion  upon  it! 

Mr.  ScHUYLEB^  I  thiiik  he  rendered  one  informally  to  Judge  Hen- 
shaw. He  discussed  the  matter  at  length  in  his  book  and  declared 
that  the  Executive  had  such  power. 

(Thereupon  the  committee  took  a  recess  until  2  o^clock  p.  m.) 


COMMriTEE  ON  THE  PuBLTC  LaXDS, 

House  of  REPRESEXTAxreES, 
Friday^  February  15y  1918. 

The  committee  met  at  2  o'clock  p.  m.,  Hon.  Scott  Ferris  (chairman) 
presiding. 

The  Chairman.  The  committee  will  be  in  order.  You  may  pro- 
ceed, Mr.  Schuyler. 

STATEMENT  OF  MB.  E.  C.  SCUU  XLEB^Semuned. 


Mr.  Schuyler.  At  some  appropriate  point  in  my  remarks  of  this 
morning,  which  no  doubt  can  be  later  arranged  in  order  that  it  may 
be  chronological,  I  would  like  to  mention  one  fact  which  I  over- 
looked in  the  statement  this  morning,  so  that  you  may  understand  the 
situation  in  reference  to  the  voting  trust  in  its  entirety.  I  spoke 
of  the  fact  that  the  voting  trust  had  been  arranged,  but  I  neglected  to 
state  how  it  was  organized  and  with  what  view  as  to  its  component 
parts* 

Mr.  TATiiOR.  You  had  better  tell  us  what  a  "voting  trust"  is. 
I  don't  think  we  are  sufficiently  informed  on  that  subject;  at  least, 
I  am  not. 
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Mr.  ScHUYLJ'iu.  A  voting  tnist  i.s  created  by  an  agreement  in  writ- 
ing, under  which  a  certain  proportion  of  the  stock  of  a  company  i> 
placed  with  a  depositary — in  this  case  with  the  New  York  Tru>t 
Co, — and  the  depositary  then- issues,  pursuant  to  the  terms  of  the 
agreement,  a  certificate  which  takes  the  phice  of  the  share  of  st4K*k 
itself,  which  is  deposited  with  them,  and  which  certificate  is  known 
as  a  voting-trust  certificate,  representing  the  same  numl)er  of  share- 
but  upon  which  voting-trust  certificate  it  is  specified  that  it  is  is^ue^l 
to  the  shareholder  subject  to  the  conditions  of  such  and  such  an 
agreement  made  with  the  depositary — the  New  York  Trust  Co.— 
where  the  stock  itself  is  deposited:  under  which  agreement  it  ha- 
been  provided  that  for  a  ceilain  length  of  time — in  this  case  five 
years — from  the  date  that  the  agreement  was  made — which  wrt> 
about  a  year  ago— the  voting  power  upon  the  stock  so  deposited  with 
the  voting  trustee  is  lodged  by  consent  of  all  those  who  deposit  their 
stock,  in  pursuance  of  the  agreement,  wnth  the  voting  trustees  named 
in  that  agreement.  In  this  case  the  voting  trustees  were  named  as 
John  Evans,  president  of  the  International  Trust  Co.,  of  Denver, 
who  was  selected  bv  the  Denver  men;  Mr.  H.  S.  Osier,  a  lawver  of 
Toronto,  Canada,  who  has  no  official  connection  of  any  kind  what- 
ever with  the  Imperial  Oil  Co.,  who  was  chosen  by  the  Canadians. 
Then,  the  Denver  stockholders  and  the  Canadian  stockholders,  both 
knowing  Mr.  Raymond  Jones,  the  third  member  of  the  votinsr- 
trust  committee,  who  was  a  banker  of  New^  York  City  and  is  president 
of  the  Merchants'  National  Bank  of  New  York,  and  who,  so  far 
as  is  known,  has  no  connection  whatever  with  any  Standard  Oil  Co.. 
was  named  as  a  third  person,  lx)th  the  Denver  stockholders  and  the 
Canadian  stockholders  knowing  of  him,  he  being  a  [prominent  banker 
and  relying  upon  him  for  fairne.ss  in  the  administration  of  this  voting 
trust. 

Mr.  SiNNOTT.  What  is  the  relevancy  of  this,  Mr.  Schuyler:  to 
show  that  you  have  no  affiliation  with  the  Standard  Oil  Co.  ? 

Mr.  ScHXTTLER.  Becausc  in  Mr.  Rice's  remarks,  one  of  the  things 
that  he  relied  upon  as  showing  that  this  was  a  Standard  affiliation 
was  his  reference  to  Mr.  Evans,  of  Denver,  and  to  Mr.  Jones,  a 
New  York  banker ;  and  I  speak  of  it  in  order  to  make  it  clear  who 
the  persons  involved  in  this  matter  are.  And  also,  I  should  like  to 
say  in  conjunction  with  my  remarks  upon  that  subiect,  that  I  would 
be  less  than  true  to  myself  if  I  should  sUuid  here  ana  by  my  disclaimer 
of  the  connection  between  this  company  and  the  Standard  Oil  Co.. 
allow  the  impression  to  gain  ground  that  it  was  by  reason  of  anything 
reprehensible  known  to  us  in  the  management  of  the  Standard  Ou 
Co.  or  the  personnel  of  that  company  that  urged  us  to  a  disclaimer; 
because  in  all  the  business  that  we  have  had  with  them — which  has 
consisted  in  the  sale  of  our  products  to  them  among  other  oily  com- 
panies— they  have  occupied  a  very  high  plane  and  have  conducted 
themselves  in  all  respects  according  to  the  most  scrupulous  dictates 
of  honor. 

With  those  remarks,  which  should  be  more  properly  inserted  at 
some  appropriate  point  in  the  discussion  this  morning  upon  that 
subject,  I  wish  to  take  up  this  afternoon  the  narative  history  of  Salt 
Creek  at  the  place  where  I  had  left  it,  which  brought  us  down  to  the 
time  when  the  refinery  was  completed  in  February  of  1912.    And 
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now,  like  the  famous  California  gentleman — we  have  quite  a  num- 
ber of  them  here,  but  there  is  one  lingers  in  fame  and  wnose  name  is 
Truthful  James — "  I  will  tell  in  simple  language  what  I  know  about 
the  row  that  broke  up  our  society  upon  the  Stanislau,"  to  wit,  the 
Midwest  Oil  case. 

Reenforced  by  the  opinion  of  ninety-nine  lawyers  out  of  a  hun- 
dred— and  I  did  not  discover  the  hundredth  one  until  the  decision 
was  rendered  that  this  order  was  witlvnit  merit  as  a  constitutional 
proposition — ^we  invited  the  lightning  from  the  Government  and  we 
got  it,  in  this  way:  That  it  became  necessary — very  necessary,  if 
possible — ^that  title  conditions  at  Salt  Creek  should  be  cleared,  and 
if  that  order  was  without  merit,  the  way  to  patent  was  absolutely 
clear  under  the  Fitzhugh  locations,  without  reference  to  what  our 
rights  might  be  under  claims  of  Fitzhugh  or  others  initiated  prior 
to  September  27,  1909. 

An  investigation  of  the  conditions  showed  that  the  Government 
had  been  seeking  for  a  case  in  which  it  would  not  be  claimed  that 
some  act  had  been  done  upon  the  public  domain  prior  to  September 
27.  1909 ;  and  in  our  desire  to  have  this  question  tested  we  took  for 
the  purposes  of  a  test  case  and  submitted  to  the  Attorney  General^s 
office  a  piece  of  land  in  what  is  known  as  the  Shale  territory,  lying 
outside  of  the  pencil  line  which  is  upon  the  map  there,  and  being  in 
the  northeast  quarter  of  section  11,  township  39  range  79  we^  and 
about  a  mile  and  a  half  below  the  sand-bearing  area  in  Salt  Creek, 
and  upon  which  we  had  discovered  some  oil  and  agreed  that  we 
should  test  with  the  Government  the  question,  the  sole  question,  of 
the  validity  of  the  presidential  order,  based  upon  the  proposition  that 
on  that  claim  Mr.  Fitzhugh  had  made  and  would  claim  no  entry 
prior  to  September  27^  1909,  but  that,  whatever  the  result  would 
be,  he  would  never  go  back  and  claim  an  equity,  but  would  stand  on 
the  decision  based  solely  as  of  entry  March  4, 1910;  and  distinguish- 
ing also  the  contention  which  we  have  always  made  as  to  the  lands 
upon  which  Mr.  Fitzhugh  first  went  into  that  field,  which  were  up 
near  these  wells  which  had  been  disclosed  in  sections  22  and  23, 
^serving  our  contention  as  to  all  those  lands  that  he  had  in  faet, 
as  I  stated  this  morning,  done  and  performed  prior  to  September 
27. 1909,  those  acts  and  made  those  plans  which  I  detailed  at  length, 
^vhich  we  contend  entitle  those  claims  to  both  legal  and  equitable 
eonsideration. 

So  we  agreed  with  the  Government  upon  the  form  of  the  bill.  The 
bill  was  filed  and  we  won  the  case  before  Judge  Riner.  The  case  was 
certified  by  the  Court  of  Appeals  to  the  Supreme  Court,  and  there, 
after  being  held  under  advisement  for  a  very  considerable  j)eriod — ^I 
think  15  or  16  months — was  argued  twice  and  the  decision  by  a 
tlivided  court  was  against  us,  and  it  was  held  that  this  order  was 
good. 

It  was  also  held  in  that  case,  as  the  reading  of  it  will  show,  that 
this  right  which  had  grown  up  in  the  President  to  withdraw  lands 
had  so  grown  up  because  it  had  been  exercised  in  a  number  of  with- 
drawals of  various  kinds,  but  none,  I  may  say,  for  the  entire  mineral 
domain  of  a  certain  character  in  the  country,  but  in  certain  respects 
^t  had  been  exercised  by  the  President,  and  without  objection  by 
^onp-ess;  and  the  decision  clearly  indicated  that  if  Congress  had 
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chosen  to  repudiate  that  withrawal  or  waive  any  of  the  conditions 
which  attached  to  the  acquisition  of  lands  upon  the  mineral  domain 
that  it  had  and  reserved  always  plenary  power  so  to  do. 

Pending  the  time  of  that  decision — and  this  brings  me  to  some  of 
the  economic  provisions  that  are  going  to  be  developed  later  if  I 
have  time — we  agreed  that  so  far  as  the  companies  we  represented 
were  concerned — which  were  the  Reed  Cos.  and  the  Mid-West  Oil 
Co. — no  oil  would  be  taken  Irom  any  of  this  Iccated  land  in  the  Salt 
Creek  area  pending  Judge  Einer's  decision — which  was  faithfully 
kept.  And  in  fact,  these  companies  took  no  oil  from  the  Iccated 
lands  in  Salt  Creek  until  about  the  1st  of  September,  1914,  and  then 
were  moved  to  take  that  oil  from  certain  claims  in  which  they  held 
an  interest,  which  had  been  located  prior  to  1909  and  upon  which 
certain  other  persons  had  contractual  right  with  us,  under  which 
they  were  ms* sting  that  as  oil  was  being  taken  by  the  Central  Wyom- 
ing Oil  Co.  from  its  part  of  these  locations,  that  we  could  no  longer 
retrain  from  taking  oil  from  these  parts  which  were  subjected  to 
their  contract  and  which  had  passed  into  our  control.  Therefore, 
about  six  months  before  this  decision  we  commenced  the  taking  of 
oil  from  located  lands — ^the  decision  by  the  Supreme  Court — and 
until  the  decision  of  the  Supreme  Court,  prior  to  that  decision,  we 
had  taken  from  located  land  in  Salt  Creek  only  between  four  hun- 
dred and  fifty  and  five  hundred  thousand  barrels  of  oil. 

In  order  now  that  you  may  understand  one  point  which  I  should 
further  mention  in  this  connection,  when  I  said  this  morning  that 
every  person  who  had  been  interested  in  the  early  development  of 
Salt  Creek  was  receiving  his  reward,  I  wish  to  point  out  the  fact  that 
there  are  other  claimed  equities  existing  in  the  field,  claimed  to  exist, 
long  prior  to  the  time  that  Mr.  Stock  went  on  the  field,  and  prior  to 
the  time  that  the  Central  Wyoming  Oil  &  Development  Co.  went 
upon  this  field.  These  claims  are  represented  by  companies  known 
as  the  Parkman  Oil  Co.,  the  Western  Union  Oil  Co.,  and  the  Federal 
Oil  &  Development  Co.  And  they  are  the  subject  still  of  investiga- 
tion and  determination  by  the  courts;  hence  we  are  in  contest  with 
them.  The  companies  I  have  spoken  of  this  morning  being  in  pos- 
session of  the  property  adverse  to  these  claimants  under  old  titles 
claimed  to  have  originated  around  about  1890. 

Mr.  Lenroot.  What  was  the  name  of  those  companies? 

Mr.  Schuyler.  The  Parkman  Oil  Co.,  the  Western  Union  Oil  Co., 
and  the  Federal  Oil  &  Development  Co.  Thej^  contend  that  at  the 
time  of  the  Shannon  excitement  and  development  their  predecessors 
in  interest  went  upon  this  land  in  good  faith,  developed  it,  made  dis- 
coveries upon  all  this  field — except  certain  parts  that  they  have  not 
ad  versed — aggregating  about  1,500  acres — ^but  there  being  about  2,500 
acres  under  adverse  claim  in  this  field.  The  importance  of  this  point 
at  this  moment  in  presenting  the  case  to  you  is  this:  That  I  am 
arguing  here  for  an  amendment  to  the  bill  consonant  with  the  Senate 
amendment,  under  which  the  right  to  lease  shall  be  not  only  within  a 
certain  number  of  days  after  the  passage  of  the  bill,  but  that  it  shall 
extend  to  a  certain  number  of  days  or  months  after  application  for 
patent  has  been  finally  defeated. 

Mr.  Lenroot.  May  I  ask  you  there — did  I  understand  you  to  say 
that  you  were  in  possession  or  they  were  in  possession? 


OIL  LEASING  LAKDS.  511 

Mr.  ScHTJTLEB.  We  are  in  possession.  Now,  suppose  you  pass  an 
act  saying  that  we  must,  witnin  a  certain  number  of  months,  sur- 
render our  title  in  order  to  gain  the  benefits  of  the  lease ;  there  are 
two  things  for  you  to  rememoer  in  our  case.  First,  that  we  have  all 
the  contractural  relations  existing  with  the  early  men  upon  this 
field,  under  which  we  are  obligated  to  defend  the  titles  which  they 
initiated,  and  which  they  brought  to  our  support;  and  it  will  be 
an  extremely  difficult  matter  to  assemble  them  together  for  the 
purpose  of  saying  that  within  a  short  arbitrary  limit  of  time  we 
must  surrender  title  in  order  to  get  benefits  of  another  form  of  title 
from  the  Government.  But  particularly  that  it  would  be  impossible 
to  do  so  where  adverse  claims  are  pending,  as  they  are,  of  course, 
in  the  Natrona  County  district  court — it  would  be  beyond  the  range 
of  possibility  to  say  that  within  a  certain  length  of  time  we  could 
finish  the  trial  of  that  litigation  or  proceed  to  the  Land  Office  with 
a  clear  record  from  one  successful  claimant  or  the  other,  for  the 
surrender  of  the  title ;  the  point  being  that  in  addition  to  ourselves — 
and  I  have  spoken  this  morning  of  those  interests  which  are  identi- 
fied, have  become  wrapped  up  and  merged  their  titles  with  our  in- 
terests— of  all  these  companies — there  are  other  claimants  who  are 
resisting  the  applications  for  patents  which  we  have  submitted  to 
the  Government. 

In  other  words,  the  Mid-West  Oil  Co.  and  the  Reed  companies  as 
the  successors  of  the  Henshaw  interests  submitted  to  the  Land 
Office  and  then  to  the  Department  of  the  Interior  their  applications 
for  patents,  based  upon  the  Fitzhugh  titles,  prior  to  the  time  that 
the  test  case  affecting  section  11,  m  township  39,  range  79,  was 
initiated  by  agreement  with  the  Government.  The  result  was  that 
pending  the  finding  in  that  case  those  proceedings  were  in  the  dis- 
card awaiting  final  result,  because  that  would  have  an  important 
bearing  upon  the  determination  of  the  extent  of  evidence  required 
to  be  presented  in  support  of  those  applications  for  patent. 

Those  claims,  moreover,  were  adversed,  and  the  adverses  are  still 
pending. 

Now,  at  this  point,  with  that  explanation  of  the  title  situation,  I 
come  back  to  the  situation  that  we  were  in  on  February  4,  1912, 
when  the  refinery  of  the  Midwest  Oil  Co.  started  its  operations. 

The  Chairman.  Just  when  would  you  stop  the  scramble  for  patent 
and  allow  them  ?    Just  what  time  would  you  give  them  ? 

Mr.  ScHUTLER.  I  would  allow  a  certain  time  after  the  right  to 

Eatent  had  been  denied.  I  think  certainly,  Mr.  Chairman  and  mem- 
ers  of  the  committee,  that  when  you  understand  that  Salt  Creek 
has  a  long  and  ancient  history,  complicated  in  its  facts  as  to  each 
claim  which  will  be  presented  to  the  Land  Office,  that  it  will  be 
realized  that  it  is  only  fair  to  agree  that  the  applicants  should  be 
permitted  to  pursue  their  way,  to  see  whether  we  do  or  do  not  have 
a  standing  before  the  Land  Office,  especially  when  that  is  forced 
by  adverse  claimants. 

The  Chairman.  Is  it  entirely  fair  to  the  Government  to  allow  an 
oil  claimant  to  fight  the  Government  both  in  court  and  out,  as  long 
as  they  can  get  a  toe  hold,  and  then  come  in  and  ask  the  benefit  of 
these  preference  rights  in  the  Senate  bill  ? 


/ 
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Mr.  Schuyler.  That,  of  course,  is  for  your  consideration  under 
all  the  facts  that  are  given.  If  these  claims  were  initiated  at  a  time 
when  the  laws  which  were  existent  permitted  them;  if  there  is  no 
evidence  of  any  fraudulent  representation  upon  the  part  of  the 
parties  on  the  public  domain,  and  by  the  entering  of  the  withdrawal 
order  without  notice — as  President  Taft  said,  from  a  clear  sky — 
these  proceedings  have  been  interrupted  at  one  stage  or  another,  it 
does  not  seem  that  it  would  be  unfair  to  permit,  in  my  opinion,  an 
application  for  patent  to  be  prosecuted  to  its  final  conclusion; 
especially  where  adverse  claims  exist.  But  let  me  add  right  in  that 
connection,  as  long  as  I  am  there,  what  is  the  relation  with  the 
Government,  so  that  we  may  see  just  what  that  situation  would  be — 
and  I  think  it  is  appropriate  here. 

Our  relations  with  the  Government  have  touched  with  the  depart- 
ments on  two  points. 

First,  the  applications  for  patent;  and  second — and  very  broadly, 
a  very  essential  thing  for  you  to  consider,  the  doing  of  which  I  think 
is  as  patriotic  a  thing  as  you  can  do  to-day  for  our  countrv  in  this 
Avar  in  connection  with  this  very  piece  of  ground  which  has  been 
touched  upon  in  our  relations  with  the  Government — the  preserva- 
tion of  Salt  Creek  for  the  best  economic  development  of  the  resource 
that  is  there. 

Now,  let  me  explain  that.  WTien  these  companies  had  gotten  upon 
the  ground,  and  after  the  Midwest  pipe  line  was  installed,  another 
company  built  another  pipe  line  known  as  the  Natrona  Pipe  Line  & 
fiefining  Co.  They  also  built  a  small  refinery  of  about  500  barrels, 
which  later  was  augmented  by  another  company  that  came  in,  for 
financial  reasons,  to  about  5,000  barrels  per  day.  The  question  which 
immediately  confronted  these  companies — every  interest  up  there  in 
Salt  Creek — was  this  realization — arose  from  this  realization — that 
the  area  was  small ;  that  it  was  well  defined,  and  that  in  the  interest 
of  the  truest  conservation — which  was  the  great  argument  that  was 
sweeping  the  country — that  the  field  should  be  so  operated  as  a  unit 
in  order  to  preserve  its  gas  pressure  and  its  fullest  oil  contents.  And 
upon  that  subject  we  have  touched  elbows  with  the  Bureau  of  Mmes 
and  with  the  Department  of  the  Interior,  and  there  is  lu)  one,  I  ven- 
ture to  say,  if  you  will  investigate  it  with  those  offices  of  the  Govern- 
ment who  have  studied  the  Salt  Creek  situation,  who  will  not  tell 
you  that  it  presents  an  ideal  situation  that  should  be  prenerved. 

That  field  has  been  devolped  from  the  standpoint  that  only  neces- 
saiy  oil  should  be  brought  in  in  order  to  afford  the  market  an  ade- 
quate supply.  That  plan  was  modified  only  to  this  extent,  that  on 
the  patented  lands  there  they  were  subject  to  lease,  one  from  the 
State,  one  from  the  Stock  Oil  Co.,  one  from  the  Schoonmaker  lands, 
and  they  all  required  diligent  development.  The  result  was  that 
upon  the  patented  lands  they  had  to  drill  intensively  and  diligently, 
yet  it  was  done  with  a  fair  regard  to  the  located  lands  in  the  field. 
But  when  the  Supreme  Court  decided  the  case  against  us — owing  to 
the  demand  for  oil  which  had  been  steadily  increasing  during  this 
whole  period — we  then,  having  pursued  that  policy  of  aDSolute  coop- 
eration with  the  Government  and  all  owners  in  the  field  as  to  develop- 
ment, we  then  applied  to  the  Secretary  of  the  Interior  under  the  act 
of  August  25,  1914,  for  permission  to  operate  certain  wells,  t*ertain 
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claims  there,  upon  depositing,  as  the  act  provided,  au  eighth  in  the 
bank  to  await  final  determination  of  title. 

At  that  time,  and  subsequentlyj  the  Department  of  the  Interior 
has  made  a  study,  I  think  you  will  find,  of  Salt  Creek  conditions. 
Mr.  Tallman  himself  has  been  there,  and  I  may  say  that  in  all  our 
i*elations  with  the  department  we  have  tried  to  meet  the  Government 
on  a  broad  basis,  and  certainly  we  have  nothing  to  complain  of  the 
way  in  which  they  have  met  us — with  a  fairness  and  consideration 
of  the  situation  which  has  made  us  feel  that  so  far  as  the  laws  per- 
mitted them,  they  wished  to  do  everything  they  could  to  facilitate 
ihe  proper  handling  of  that  situation.  And  at  first  relief  was  granted 
<m  tnis  acreage  applied  for  to  the  extent  of  about  640  or  800  acres — 
I  am  not  sure  which — and  we  have  operated  under  those  permits. 
Other  permits  could  not  be  granted  because  the  act  made  no  provision 
as  to  what  could  be  done  by  the  Secretary  in  the  event  of  adverse 
claims  existing,  as  they  did  exist,  over  a  great  part  of  the  acretige. 

But  recently,  within  the  past  year,  since  the  demands  upon  us 
have  grown  great,  in  order  to  do  our  part  in  the  production  of  oil,  in 
order  that  other  parts  of  the  country's  production  may  go  through 
the  more  natural  channels,  we  have  appealed  to  our  adverse  claimants 
to  join  with  us  on  some  basis  of  making  the  necessary  waivers  so 
that  the  Secretary  of  the  Interior  might  feel  that  the  United  States 
was  protected  in  granting  relief  upon  lands  where  there  was  an 
adverse  claim.  And  that  has  been  done,  and  relief  has  followed, 
which  had  a  double  purpose:  First,  of  tending  to  a  more  orderly 
development  of  the  field  itself,  as  a  more  uniform  development  which 
would  not  drain  from  one  part  unduly  as  against  another;  and,  sec- 
ondly, the  recognition  of  the  economic  conditions  which  are  placing 
a  great  strain  upon  the  Midwest  Refining  Co.,  which  it  is  endeavor- 
ing to  meet,  and  which  if  I  have  time  I  would  like  to  dilate  upon 
later. 

Those,  in  brief,  have  been  our  relations  with  the  Government. 
There  is  one  case  pending  involving  160  acres  of  land  which  was 
located  in  the  early  nineties,  as  I  recall,  by  Mr.  William  Hanley,  of 
Bradford,  Pa.,  and  J.  B.  Bradley,  of  Casper,  Wyo.  They  started  and 
drilled  a  well  out  there  in  1912,  claiming  upon  an  early  discovery, 
and  their  patent  application  is  pending.  But  pending  the  decision 
of  that  patent  application  the  Attorney  General  filed  a  suit  to  keep 
the  status  of  the  operations  intact  pending  the  determination  by  the 
Land  Department  of  whether  Mr.  Hanley  was  or  was  not  entitled  to 
patent.  Mr.  Hanley's  ground  has  yielded  him  a  large  reward  for' his 
early  pioneering  in  the  field,  because  in  the  early  nineties  Mr.  Hanley 
and  his  associates  were  out  in  that  country  and  were  up  against  the 
proposition  that  they  could  not  transport  this  oil  successfully,  and 
planned  a  pipe  line — of  which  the  papers  are  still  in  existence — lead- 
ing from  the  Salt  Creek  field  way  down  to  Orrin  Junction,  which  is 
some  130  miles  from  the  Salt  Creek  field.  That  was  in  the  dajs 
before  the  Chicago  &  Northwestern  Railroad  Co.  had  extended  its 
lines  even  as  far  as  Casper.  That  is  the  only  suit,  as  I  recall  now,  in 
which  the  right  has  been  directly  challenged  by  the  Attorney  Gen- 
eral, inasmuch  as  the  applications  for  patents  themselves  are  pending 
on  practically  the  whole  field  before  the  Department  of  Interior. 
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Coming  back  now  to  the  situation  we  have  in  the  pipe-line  situa- 
tion ;  on  J^  ebruary  4, 1912 — ^this  is  long  before  the  Mid- West  Refining 
Co.  was  organized — there  was  a  Mid-  VV'est  Oil  Co.  on  one  side  with  a 
pipe  line  and  its  claims  in  Salt  Creek,  and  on  the  other  there  was 
another  pipe  line  known  as  the  Natrona  pipe  line,  a  refining  com- 
pany's line,  leading  to  the  refinery  at  Casper. 

Now  what  was  the  situation  which  confronted  us  after  we  had  built 
this  small  refinery  at  Casper  and  had  the  pipe  line  and  were  ready 
for  the  development  and  delivery  of  oil  and  its  products? 

We  examined  into  the  situation  to  see  where  we  were  going  to  sell 
our  product  and  then  we  found  that  the  business  of  selling  oil — ^we 
were  babes  in  the  business — ^the  business  of  selling  oil  consisted  in  its 
distribution  to  tanks  at  various  places  along  the  lines  of  railroads 
throughout  the  adjacent  States,  followed  by  retail  tank  wagon  dis- 
tribution in  towns,  cities,  and  among  farmers.  And  upon  taking 
expert  advice  as  to  the  situation  we  found  that  it  would  cost  $5,000,- 
000  to  go  into  the  marketing  and  distribution  of  the  refined  products 
of  oil  in  the  territory  that  was  tributary  to  the  Casper  refinery.  Not 
having  $5,000,000  available  then — or  even  now — for  such  a  purpose, 
the  natural  thing  to  do  was  to  look  to  those  agencies  that  were  already 
in  existence  for  the  selling  of  oil,  and  we  found  the  Continental  Oil 
Co.,  the  Standard  Marketing  Co.  of  Colorado,  the  Standard  Oil  Co. 
of  Nebraska,  the  Texas  Oil  Co.,  and  a  number  of  smaller  indei>end- 
ents  and  jobbers  who  were  doing  business  in  the  States  which  could 
be  reached  by  freight  rates  from  Casper.  We  commenced  doing  busi- 
ness with  them,  and  we  have  continued  the  doing  of  business,  until 
to-day  the  business  has  grown  naturally — we  have  no  pipe  line  out 
of  the  State ;  there  is  no  way  to  transport  the  refined  products  of  oil 
except  by  tank  car  from  Casper — ^the  business  has  developed  to  nearly 
all  of  the  gasoline  and  kerosene  in  the  States  of  Wyoming,  Idaho, 
Montana,  South  Dakota,  and  a  very  substantial  part  is  consumed  in 
Colorado  and  Utah;  also  Nebraska,  Iowa,  Minnesota,  and  North 
Dakota  is  supplied  by  our  refineries  from  Grey  Bull  and  from  Cas- 
per. We  are  also  supplying  gasoline  in  the  Province  of  Alberta, 
Canada,  and  some  part  is  consumed  in  the  Provinces  of  Saskatch- 
ewan and  Manitoba,  Canada.  We  are  also  furnishing  large  quanti- 
ties of  gasoline  to  the  British  Admiralty. 

The  freight  on  crude  oil  to  Chicago  is  $1.60  per  barrel,  which  is  $1 
more  at  least  than  pipe-line  rates  from  the  Mid-Continent  to  the 
same  territory;  and  the  freight  rato  plus  the  excessive  cost  of  opera- 
tion in  Wyoming  under  labor  conditions  and  the  hauling  in  of  sup- 
plies requisite,  and  the  further  consideration  that  in  order  to  estab- 
lish this  business  at  all  at  its  inception  it  was  necessary  to  find  a 
market  for  the  residuum  after  taking  off  all  gasoline  and  kerosene, 
naphtha,  and  and  gas  oil,  which  left  a  residuum  known  as  fuel  o'l — 
we  had  to  make  long-time  contracts  with  the  only  railroad  rimninfr 
into  Wyoming,  the  Chicago  &  Northwestern — running  into  the  part 
reached  \yhere  we  were — and  a  flat  contract  was  made  of  60  cents  a 
barrel  for  that  oil  for  a  long  period  of  years,  which  was  really  what 
started  us  successfully  on  our  way,  and  about  which  for  that  reason 
we  have  no  complaint  to  make,  although  it  is  a  cheap  price  for  oil, 
but  which  enters  into  the  amount  we  can  pay  the  producer.  But  at 
that,  they  are  paying  the  producer  for  crude  oil  to-day  $1.30  per 
barrel  for  open  production. 
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Now,  further,  what  is  the  relation  of  the  Mid- West  Refining  Co.  to 
the  Salt  Creek  oil  field?  So  far  you  have  noted  from  my  statement 
that  the  relief  claimants  here  will  be  the  Mid- West  Oil  Co.,  the  Reed 
Cos.,  Mr.  Hanley  probably,  as  to  his  160  acres — but  in  connection 
with  which  I  must  not  forget  to  say  that  an  option  is  outstanding  to 
what  is  known  as  the  New  Bradford  Oil  Co.  for  the  purchase  of  that 
property,  a  third  of  the  stock  of  which  will  be  acquired  by  the  Mid- 
West  Oil  Co.,  a  third  of  the  Reed  Cos.,  and  a  third  by  the  Wyoming 
Oil  Fields  Co.,  and  the  Central  Wyoming  Oil  &  Development  Co. 
Those  will  be  relief  claimants  in  this  field.  But  now  what  is  the  re- 
lation of  the  Mid- West  Refining  Co.?  The  Mid- West  Oil  Co.  had  its 
pipe  line  and  refinery;  the  Natrona  Pipe  Line  had  its  pipe  line  and 
refinery ;  and  the  business,  instead  of  being  1,000  barrels  a  day,  had 
struck  just  that  economic  development  when  with  the  great  increase 
in  automobiles,  farm  tractors,  and  other  demands  for  gasoline  which 
commenced  about  the  year  1912  and  kept  on  increasing  right  along — 
the  idea  of  doing  only  1,000  barrels  a  day  just  disappeared  like  snow 
before  the  sun.    The  business  rapidly  grew  to  meet  the  demands. 

Capital  was  the  greatest  question  again,  and  having  reached  an 
adjustment  of  title  conditions  in  Salt  Creek;  having  reached  that 
fundamental  where  we  were  going  to  operate  together  to  hold  Salt 
Creek  as  a  concrete  whole  in  operation  for  the  conservation  of  its 
oil,  and  so  manage  it  that  it  would  not  lose  its  gas  pressure  and  would 
be  preserved  for  the  country — that  supply — ^it  was  considered  wise 
that  a  refining  company  should  be  organized  that  would  lease  both 
pipe  lines  and  both  re6neries,  increase  the  capacity  and  be  able  to 
meet  this  demand.  Hence  the  creation  on  March  1,  1914,  of  the 
Mid- West  Refining  Co.  At  the  ven^  time  of  its  creation  these  in- 
terests wh:ch  I  have  mentioned  in  oalt  Creek,  and  which  have  em- 
braced and  represent  the  earlier  as  well  as  the  later  comers  in  the  oil 
field — those  who  have  done  pioneer  work  as  well  as  those  who  put  in 
the  capital — at  the  very  time  of  its  creation  it  was  suggested  that  the 
operation  of  the  field,  for  the  reasons  I  have  named,  should  be  as  a 
unit,  both  on  account  of  our  relations  with  the  Government,  and  from 
the  practical  standpoint  and  for  the  purpose  of  the  most  economic  de- 
velopment; to  avoid  competitive  line  drilling  and  offset  wells,  and 
bring  out  the  oil  as  fast  as  it  was  required,  and  not  otherwise,  from 
this  common  pool. 

The  Mid- West  Refining  Co.,  therefore,  entered  into  contracts  at 
that  time  as  a  part  of  the  organization,  voluntarily,  with  each  one 
there — not  by  force  or  pressure  upon  anybody,  but  by  the  unanimous 
conFent  of  all  that  it  was  the  wise  thing  to  do — and  these  companies 
for  20  years,  from  January  1,  1914,  placed  in  the  hands  of  the  Mid- 
west Refining  Co.— that  is  a  couple  of  months  before  its  organization 
actually  was  perfected,  but  that  is  the  date — the  operation  of  Salt 
Creek.  It  put  the  refining  company  in  charge  of  the  field  for  the 
purpose  of  doing  actual  production,  the  piping,  the  refining  and  the 
marketing  of  its  oil,  its  products,  which  is  all  wholesaled  from 
Casper.  We  do  no  retail  business.  And  the  refining  company  by 
these  same  contracts,  agreed  with  the  producers  that  they  should 
share  with  the  refining  company  in  whatever  the  market  of  the 
country  would  bring  as  a  reward  for  these  products.  I  speak  of  the 
prices  which  exist  in  the  open  to  general  producers,  and  the  price 
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which  exists  in  Salt  Creek  by  reason  of  the  contracts  on  which  the 
Mid- West  Refining  Co.  was  founded  for  the  benefit  of  all  the  producers 
in  Salt  Creek  and  which  company,  you  must  bear  in  mind,  wascreateil 
by  the  producers  themselves;  and  that  price,  as  to  the  Reed  Go?. 
and  the  Mid- West  Oil  Co.,  was  agreed  to  be  the  total  sum  of  the  prices 
received  for  the  different  products  in  a  barrel  of  oil  after  first  de- 
ducting 15  cents  as  cost  of  operation,  which  hus  militated  strongly 
against  the  refining  company  because  it  costs  much  more — after  first 
deducting  16  cents  from  this  gross  price  received  from  the  contents 
of  a  barrel  of  oil,  the  balance  to  be  divided  fifty-fifty — 60  per  cent 
to  the  producer  in  payment  for  his  oil  and  60  per  cent  to  the  refining 
company. 

Outsicie  of  that,  there  has  grown  up  in  Big  Muddy,  in  Elk  Basin, 
in  Grass  Creek,  and  on  the  fringes  of  Salt  Creek,  other  producers, 
who,  as  I  say,  are  to-day  receiving  $1.30  per  barrel  for  their  crude 
oil.  And  I  believe  our  neighbors  have  been  very  kind  in  what  they 
have  said  here,  and  I  want  to  call  your  attention  to  the  fact,  while  I 
am  thinking  of  it,  that  these  same  neighbors  who  know  what  the 
hardships  of  Salt  Creek  have  been,  and  who  know  what  the  true 
development  of  Wyoming  has  been  in  its  different  fields ;  who  kiiov 
that  there  have  not  been  oppressive  combinations  to  drive  somebody 
else  out,  are  here  to-day  through  their  congresses  and  through  their 
oil  chapters  and  through  their  organization — ^and  we  have  got  differ- 
ences with  some  of  these  lawyers  here — ^but  all  of  them,  because 
they  know  the  inherent  facts  that  have  surrounded  conditions  in 
Wyoming — they  all,  without  a  dissenting  voice,  so  far  as  I  know, 
say  to  us  and  say  to  you  that  they  hope  that  this  relief  may  be 
granted.  It  has  been  the  very  foundation  of  the  industry  in  Wyom- 
ing. It  constitutes  the  hub  and  center  of  it  to-day.  It  nas  brought 
Casper,  Wyo.,  from  a  town  of  1,600  to  2,000  people  to  a  prosperous 
little  city  of  6,000.  It  has  resulted  in  the  erection  of  buildings,  the 
importation  of  a  large  number  of  people  that  have  come  there  in 
connection  with  this  oil  industry.  So  that  such  as  the  relation  of 
the  Midwest  Refining  Co.  to  the  Salt  Creek  field  is^  it  is  a  relation 
existing  by  contract  and  the  company  was  practically  formed  by  the 
owners  of  production  in  Salt  Creek  who  for  economic  reasons  thiis 
rearranged  their  methods  of  production,  refining,  and  marketing. 

Now,  after  matters  had  been  proceeding  for  some  time  with  tlii> 
new  company,  the  Standard  of  Indiana,  to  whom  we  had  sold  some 
products  that  were  marketed  by  them  in  Iowa  and  other  eastern 
points,  discovered  through  their  chief  chemist  and  vice  pi^esideiitJ^ 
process  called  the  Burton  proce^ss,  for  the  further  crtwking  of  oil 
and  getting  a  much  larger  gasoline  content  than  could  be  gotten  by 
any  process  we  knew  about  in  our  refineries.  The  result  was  th^t 
they  established  their  motor-spirits  plant  adjacent  to  ours  at  Casj^i"' 
so  that  when  we  are  through  with  taking  everything  we  can  out  of 
this  oil,  we  pump  the  residuum  over  to  the  Standard  plant.  They 
apply  to  it  the  Burton  process  for  the  extraction  of  motor  spirits. 
ana  redeliver  to  us,  in  a  form  to  still  meet  the  specifications  of  the 
railroad  companies,  the  residuum  that  is  then  leit,  and  with  an  ip" 
creased  gasoline  product  from  20  per  cent  upon  the  barrel  of  oi'- 
which  we  can  bring,  to  something  near  60  per  cent.  And  the  sain^ 
situation  prevails  at  GreybuU,  Wyo.    And  that  is  our  relation  ^iA 
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this  Standard  company,  a  pure  business  relation  at  (JreybuU  and 
Casper. 

Then  we  have  further  relations  with  the  Ohio  Oil  Co.,  who  have 
been  developing  in  that  State  for  three  or  four  years.  They  did  a 
gieat  deal  of  drilling,  which  was  without  substantial  results;  and 
some  successful  drilling ;  they  have  so  far  been  content  to  sell  to  us 
the  crude  oil  they  are  producing.  It  is  only  a  matter  of  weekly  lots. 
They  say,  ''We  will  sell  you  25,000  barrels  of  oil,''  or,  '*We  will  sell 
you  50,000  barrels  of  oil.  And  that  is  our  relation  with  them.  They 
^hij)  some  oil,  I  may  say,  out  of  the  State  to  Regina,  Canada,  in  con- 
nection with  the  Imi)erial  Oil  Co.'s  plant  at  that  place.  We  do  not. 
They  do. 

I  thus  have  roughly  sketched  over  that  situation  so  that  you  may 
understand  that  the  Midwest  Refining  Co.'s  relation  to  production 
in  Salt  Creek  is  the  relation  really,  when  it  is  analyzed,  of  the  buyer 
of  the  crude  oil  from  these  persons  who  will  be  the  claimants.  They 
have  that  contract  for  20  vears  from  the  date  mentioned,  and  not 
in  perpetuity.  The  results,  I  may  say,  without  fea^of  successful  con- 
ti-adiction  o?  the  method  of  operation,  has  been  for  the  preservation 
of  the  Salt  Creek  oil  fields,  and  we  are  going  to  present  to  you — and 
I  wish  to  place  in  the  record  for  lack  of  time  to  discuss  them — a  con- 
crete analysis  of  the  objections  to  the  departmental  suggestions  as 
to  lis  effect  upon  Salt  Creek,  of  the  dividing  up  of  that  land  into 
small  areas  around  each  well.  And  the  unfortunate  and  inequitable 
result  of  that,  as  applied  to  our  situation,  is  this:  That  you  have 
before  yon  companies  whom  I  believe — if  I  am  not  mistaken — the 
officers  of  the  Grovernment  will  tell  you  have  conserved  Salt  Creek. 
Mr.  Ball  was  kind  enough  to  say  it  was  an  ideal  operation.  By 
reason  of  the  way  it  grew  up,  it  lent  itself  to  that  kind  of  operation. 
You  take  the  men  who  have  operated  there  for  the  purpose  of  con- 
serving the  oil  content  of  the  field  and  for  the  purpose  of  conserving 
pas  pressure,  and  they  have  not  been  busy  with  drilling  a  great  many 
^ells,  and  now  it  is  proposed  to  give  them  a  limited  relief;  when 
prior  to  the  decision  of  the  Mid-West  oil  case  relying  on  the  Fitzhugh 
locations  above — or  perhaps,  at  any  time,  relying  upon  these  earlier 
locations,  had  they  been  otherwise  disposed,  they  could  have  drilled 
a  great  many  wefls^  a  practice  from  which  they  have  abstained  in 
the  interest  of  keeping  that  field  intact ;  a  much  praised  method  of 
operation  which  now  would  seriouslv  penalize  them  if  the  depart- 
mental suggestion  should  prevail.  And  whoever  gets  that  field  in 
the  progress  of  title  litigation,  will  find  it  well  preserved  and  without 
^  aste  of  either  oil  or  gas. 

In  the  record  at  that  point  I  should  like  to  submit  the  technical 
ar^ments  in  opposition  to  the  single-well  amendment,  without 
(elaborating  upon  them,  because  of  lack  of  time. 

(The  paper  referred  to  follows:) 

f'^VKN    AMKNDMKXT  TO   RKCTIONS    1«    AND  17   OK   SENATE  BILL — ARGUMENTS   AGAINST. 

1.  Believe  aniendment  would  be  difficult  of  administration  owing  to  the  fact 
that  it  would  create  small,  complex,  and  irregular  property  boundaries. 

2.  It  would  permit  excessive  offset  drilling  by  outside  claimants  around  the 
'•riginal  well  without  the  right  of  defensive  drilling,  thereby  making  the 
•►ri^nnl  well  a  llnbllity  to  Its  owner. 
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3.  It  would  bring  about  a  situation  similar  to  town-lot  conditions,  which  has 
repeatedly  proven  unprofitable  to  individual  owners  and  damaging  to  the  Add 
as  a  whole  in  many  instances. 

4.  It  would  create  many  subdivisions  of  the  original  160-acre  claim,  thus 
exposing  new  flanks  calling  for  offset  wells,  thereby  stimulating  and  Increasing 
boundary  drilling. 

5.  It  would  introduce  operating  difficulties,  such  as  duplication  of  equipment, 
which  would  add  materially  to  the  cost  of  production  of  oil,  thus  increasing 
the  price  to  the  consumer. 

6.  Work  an  unequal  advantage  to  claimants  in  the  same  class  who  bad  pre- 
viously developed  their  property  along  different  lines. 

7.  It  would  tend  to  excessive  drilling  in  local  spots,  thus  decreasing  gas 
pressure  and  invite  encroaching  waters. 

Mr.  McLaughlin,  of  California,  has  presented  an  argument  on  this  matter 
which  we  adopt,  and  Mr.  Titus  will  discuss  the  matter  at  some  length,  I  am 
informed,  and  his  remarks  will  apply  forcibly  to  the  condition  which  would 
result  in  Salt  Creek  from  the  adoption  of  this  inequitable  and  unjust  sug- 
gestion— a  suggestion  which  will  not  only  discard  the  rights  of  tiie  present 
claimants  but  also  militate  for  practical  economic  reasons  against  the  best 
Interests  of  the  Government. 

That  is  a  very  rough  history  of  how  Salt  Creek  originated,  and 
how  it  developed  in  a  natural  way.  And  1  may  say  that  for  certainly 
the  first  four  years  of  the  period  I  am  discussing,  commencing  Octo- 
ber 25,  1910,  the  people  of  Colorado  certainly,  and  a  good  many  of 
those  in  Wyoming,  were  very  doubtful  as  to  whether  we  had  gone 
crazy  or  whether  we  had  a  real  proposition  existing  up  there.  Tnere 
was  a  good  deal  of  doubt  about  that.  There  were  some  that  took  a 
good  deal  of  interest  in  it  and  believed  we  had  a  substantial  enter- 
prise. Others  were  doubtful.  I  remember  one  incident  which  illus- 
trates some  of  the  local  color  of  the  situation.  In  the  winter  of 
1912  and  1913,  when  the  Reed  Investment  Co.  was  drilling  a 
hole  which  turned  out  to  be  a  water  well,  on  what  is  known  as 
the  V.  I.  Sheep  Co.  land,  and  near  this  S3ction  11,  which  was  made 
the  test  case  in  the  Supreme  Court — a  piece  of  patented  land  there — 
a  young  fellow  named  Hopkins  drilled  a  well  1,970  feet  deep  and 
got  only  wnter.  The  weather  was  40  degrees  below  zero  and  he  lived 
m  a  tent.  While  he  was  in  progress  of  drilling  that  well — ^I  mention 
this  to  show  you  the  attitude  of  the  people  toward  us  in  Casper — 
(he  had  come  from  a  first-class  stenographer  and  office  man  to  be  a 
first-class  mule  skinner  and  oil  driller)  he  drove  one  night  into 
Casper  and  drew  up  before  the  Grand  Central  bar,  which  was  then 
the  headquarters  for  the  sheep  men  and  slieep  herders  and  all  local 
activities  of  that  class  in  that  town,  and  he  went  in,  and  the  first 
man  that  saw  him  was  a  noted  rough-house  character  and  he  said, 
"Plerc  comes  that  fellow  that  represents  the  Colorado  suckers  that 
are  now  busy  out  in  Salt  Creek."  Mr.  Hopkins  took  issue  with 
him,  and  the  annals  of  Salt  Creek  will  never  forget  the  battl?  that 
ensued  for  twenty  minutes,  in  which  the  onlookers  scattered  widely, 
until  Mr.  Hopkins  at  the  end  of  twenty  minutes  landed  a  knockout 
blow  that  forever  convinced  that  man  that  whatever  miffht  be  true 
as  to  our  business  acumen,  we  were  not  lacking  in  pugilistic  attain- 
ments (laiTghter). 

Now,  I  must  go  on  to  the  further  development  of  Wyoming. 
Durinor  all  this  time  people  were  coming  to  us  with  their  plans  for 
fnrtlier  development  of  the  oil  fields.  We  were  too  busv  with  Salt 
Crook  and  our  situation  there  to  reach  out,  and  we  did  not  reach 
out  through  geologists  or  otherwise  to  take  up  adjacent — ^to  look 
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into  other  oil  fields;  before  I  proceed,  just  generally,  I  wish  to  say 
that  the  Midwest  Refining  Co.  has  two  geologists  on  its  staff; 
the  Mid- West  Oil  Co.  retains  a  geologist  to  look  at  something  that 
somebody  brings  them  occasionally,  and  conduct  their  activities 
from  that  method  of  looking  into  projects;  neither  the  Mid- West 
Oil  Co.  nor  the  Mid- West  Refining  Co.  have  geologists  retained  to 
go  forth  to  examine  the  public  domain  with  a  view  to  securing 
someone  who  will  go  and  locate  that  ground  for  their  benefit.  Such 
has  never  been  their  practice,  and  I  do  not  believe  that  such  is  the 
practice  that  exists  in  Wyoming,  so  far  as  I  have  known. 

Mr.  Taylor.  They  do  not  employ  scouts  regularly  ? 

Mr.  Schuyler.  No,  they  do  not  employ  scouts  regularly.  But  we 
had  an  idea  there  for  a  long  time  that  Salt  Creek  was  the  only  field 
that  had  been  placed  by  Divine  Providence  in  the  limits  of  the  State 
of  Wyoming.  That  was  due  to  the  fact  that  our  attention  was  con- 
stantly upon  it.  We  had  no  vision  beyond  that.  But  in  the  spring 
of  1914,  Mr.  A.  C.  Campbell,  the  gentleman  who  represents  the 
Wyoming  Oil  Fields  Co.,  called  at  our  office  and  said  to  us  in 
effect  that  Mr.  Harrison,  who  was  a  client  of  his,  and  seven  or  eight 
other  people  who  lived  over  at  Cody,  Wyo.,  had  located  some 
placer  claim  on  what  is  known  as  the  Grass  Creek  oil  fields;  that 
they  had  been  promised  financial  help  for  the  development  of  the 
fields,  but  that  the  persons  upon  whom  they  relied  had  not  gone 
through  with  the  promise;  that  they  were  threatened  with  a  heavy 
fight  from  certain  California  interests  who  were  encroaching  upon 
the  fields,  as  well  as  some  local  interests  around,  and  he  wanted  to 
know  whether  or  not  the  Mid-West  Refining  Co.  would  go  in  there 
and  meet  the  opposition  and  do  the  necessary  drilling  to  protect 
their  interests.  The  result  was  that  we  took  a  lease  from  Mr. 
Harrison  and  his  associates,  whose  names  are  given  here  in  this 
case  of  United  States  against  the  Grass  Creek  Oil  and  Gas  Co.; 
and  largely  under  the  conditions  set  forth  in  that  case  the  Mid- West 
Refining  Co.  entered  upon  the  land,  drilled  four  or  five  commercial 
wells  upon  the  claims  of  Mr.  Harrison  and  his  associates.  They 
formed  the  Grass  Creek  Oil  and  Gas  Co.,  and  took  the  fee  title  to  the 
property,  subject  to  the  lease  of  the  Mid-West  Refining  Co.  It  was  in 
that  way  that  we  became  identified  in  the  Gras3  Creek  oil  field.  And 
in  that  connection  we  were  in  court  before  Julge  Riner  twice  with 
possessory  action  against  others  who  had  located  upon  the  fields,  and 
in  both  of  those  cases  Judge  Riner,  after  hearing  the  facts,  found  that 
Mr.  Harrison  and  his  associates  had  entered  that  land  practically  a 
year  before  the  withdrawal  and  had  made  sufficient  discovery  under 
the  law,  in  his  opinion,  to  hold  the  title,  and  therefore  the  Grass 
Creek  Oil  &  Gas  Co.'s  title  was  maintained.  Upon  that  record,  and 
encouraged  by  the  success  of  the  Ohio  Oil  Co.  in  the  controversy 
between  them  and  the  Government,  I  think  I  may  say  the  attitude 
of  the  Grass  Creek  Oil  and  Gas  Co.  would  not  be  to  count  that  as 
land  for  which  they  would  look  to  section  16  for  relief,  although 
probably  they  would  have  the  right  to  ask  for  it  if  it  came  within 
the  facts. 

Mr.  Lenroot.  Judge  Riner  rendered  both  of  those  decisions? 
Mr.  Schutler.  Yes;  that  is  in  our  private  litigation.    The  Gov- 
ernment was  not  a  party  to  this. 
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Mr.  Lenkoot.  One  of  tlie  decisions  was  by  Judge  Trieber  in  thai 
question,  was  it  not^ 

Mr.  Schuyler.  I  think  his  decision  was  in  the  Circuit  Court  of 
Appeals.  I  think  he  sat  on  the  circuit  for  the  hearing  of  the  case  that 
was  appealed  bv  the  United  States  against  the  (Jrass  Creek  Oil  & 
Gas  Co.    I  think  so. 

So  much,  then,  for  our  connection  with  Grass  Creek.  I  don't  Ih?- 
lieve  that  would  be  a  subject  of  adverse  criticism  or  comntent.  AVe 
were  appealed  to  by  a  gentleman  whom  we  knew  to  help  out  his 
clients.  We  responded,  and  it  was  then  an  unknown  field.  We  took 
our  chances,  but  we  performed  the  terms  of  the  lease  and  found 
oil  at  depth. 

Let  me  now  proceed  hastily  to  the  Elk  Basin  oil  field.  I  may  say 
there,  the  Mid- West  Refining  Co.,  of  course,  being  the  owner  of 
this  lease  in  Grass  Creek,  the  oil  from  (irass  Creek  is  transported  to 
its  refinery  at  Greybull,  and  it  pays  the  Illinois  Pipe-line  Co.  a 
hauling  charge  for  the  transportation  of  that  oil. 

Let  me  now  proceed  to  Elk  Basin.  Elk  Basin  instead  of  having 
the  acreage  of  8,700  acres  that  has  been  attributed  to  it,  developed 
itself  into  a  small  pool  of  455  proven  acres.  By  proven  acres  we 
mean  the  point  where  the  water  commences  and  the  oil  stops,  because 
when  we  get  beyond  that  we  do  not  get  any  oil.  It  is  true  of  thai 
whole  country  up  there.  It  may  be  located  in  JJJOO  acres,  juht  as 
(Jrass  Creek  is  located  to-day  in  4,000  acres,  and  then  it  is  finally 
reduced  to  2,000;  just  as  Salt  Creek  through  all  these  claims  may 
originally  have  covered  *20,000  acres,  but  finally  reduces  itself  to 
4,300  acres  inside  of  that  water  line.  Although  I  must  say,  without 
going  into  the  details  of  it  now,  there  are  conditions  on  the  outside 
of  that  water  line  which  indicate  the  presence  of  additional  oil, 
by  recent  developments. 

The  Elk  Basin  oil  field  I  feel  it  was  my  personal  misfortune  that 
I  did  not  get  into.  Of  course,  one  gets  acquainted  with  a  great 
many  people  in  the  process  of  doing  business  with  them.  I  had  met 
several  gentlemen  in  Wyoming,  and  one  of  them  was  kind  enoujrh 
to  tell  me  four  years  before  Elk  Basin  was  a  proven  field  that  it 
was  a  good  field  and  that  he  had  put  my  name  on  a  stake  in  the  Klk 
Basin  field,  together  with  some  other  gentlemen,  for  which  I  thanked 
him.  That  location  lapsed.  Another  was  then  staked,  and  that  lo- 
cation lapsed,  and  it  was  then  brought  to  the  attention  of  the 
Mid-West  Refining  ('o.  very  seriously  a,s  to  whether  they  should 
take  it  up  by  lease  from  the  people  who  had  located  it ;  but  by  a 
majority  vote  of  the  directors  they  declined  it,  on  the  theory  that  it 
was  not  encouraging  enough  to  do  so;  and  within  two  months  a 
crowd  of  men  consisting  of  the  barber  at  Basin,  the  blacksmith,  and 
the  hotel  keeper  and  the  saloon  keeper,  and  other  men  engaged  in  local 
business  there  in  that  small  town  of  Basin,  which  was  the  nearest 
town  to  this  oil  field,  had  staked  this  property  in  August.  1914,  and 
they  came  to  the  refining  company  and  borrowed  a  rig  which  we  had 
used  unsuccessfully  in  drilling  some  place  near  there,  and  they  them- 
selves moved  the  rig  on  to  this  Elk  Basin  oil  field,  and  on  September 
22  of  that  year  they  brought  in  an  oil  well  at  a  depth  of  some  l.W^ 
feet.  The  result  was  that  there  were  a  number  who  were  anxious  to 
do  business  with  those  people.    And  I  may  saj'  that  each  one  of  those 
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men — and  thev  are  verv  estimable  fellows,  those  frontier  fellows, 
whatever  their  occupation,  they  are  in  the  last  event  miffhty  sterling 
fellows — each  one  of  them  has  reaped  a  re\vard  of  an  independent 
fortune.  I  think  each  locater  received  from  $80,000  to  $100,000  for 
what  he  did  there  in  that  field.  The  oil  was  high  grade,  and  the 
result  is  that  the  Mid-West  Refining  Co.  paid  $275,000  for  the 
initial  entry  fee  in  that  field  in  buying  leases  that  they  wanted  to 
sell.  The  Elk  Basin  Petroleum  Co.  was  formed  by  a  man  who  got 
a  lease  on  some  of  the  claims  that  narrows  down  to  120  acres  or  there- 
about. The  Ohio  Oil  Co.  got  a  part  of  the  groimd,  and  the  Midwest 
Refining  Co.  bought  a  lease.  Such  is  the  history,  briefly,  of  the  Elk 
Basin  oil  field.  The  Illinois  Pipeline  Co.  has  not  finished  but  is 
constructing  its  pipe-line  from  Elk  Basin  to  our  refinery  at  Greybull, 
to  which  the  oil  is  transported,  and  consequently  the  Mid- West  Refin- 
ing Co.  enjoys  the  benefit  of  refining  that  oil. 

Now,  just  a  moment  on  the  subject  of  monopoly  in  refining.  So 
far  in  the  history  of  Wyoming  the  refining  has  naturally  moved  to 
the  refineries  of  the  Mid-West  Refining  Co.,  because  it  had  its  facili- 
ties there.  It  is  only  within  the  past  year  or  so  that  the  other  ac- 
tivities have  commenced,  and  the  searcTJi  for  new  fields,  but  even  in 
that  time,  as  I  understood  Mr.  Ball  to  say,  10  refineries  were  under 
contemplation.  So  far  as  I  know,  I  know  only  five  small  plants 
which  are  under  contemplation,  but  which  shows  that  they  are  pro- 
gressive. But  in  that  connection  let  me  say  this,  and  I  am  going 
tieyond  what  has  been  said  heretofore  about  the  fear  of  monopoly  in 
the  refining  business,  that  it  does  not  exist;  that  they  can  build  re- 
fining plants  there  galore.  They  are  welcome  to  do  it.  The  field 
is  large,  and  under  the  great  demand  that  is  now  confronting  the 
Mid- West  Refining  Co.  they  are  doing  everything  they  possibly  can 
under  pressure  to  relieve  the  situation  of  other  sources  of  oil  supply 
in  the  United  States,  and  I  believe  under  all  conditions  they  will 
encourage  the  fullest  development,  not  only  of  production  but  of 
distribution  and  of  refining.  But  bear  in  mind  that  this  refining 
situation  is  this:  That  the  total  we  ha've  to  deal  with  in  Wyoming 
to-day  is  the  production  of  some  24,000  barrels  a  day.  You  laugh 
at  that  in  Oklahoma,  and  you  laugh  at  it  in  California.  There  you 
are  tributary  to  great  pipe  lines  that  pour  out  their  300,000  barrels  a 
<lay;  you  have  great  trunk  lines  leading  to  great  centers  of  popu- 
lation, while  we  have  there  a  small  isolated  situation — one  fortu- 
nately which  has  come  into  being  to  meet  its  part  of  this  economic 
strain  which  is  upon  the  country,  but  which  is,  nevertheless,  con- 
fined first  by  the  limited  quantity  of  oil  available,  and  second,  con- 
fined by  the  sparse  population  that  is  tributary  to  and  within  the 
reach  of  the  freight  rates.  Wliy,  California  alone,  reached  by  the 
great  trunk  lines  carrying  this  oil,  six  or  seven  great  corporations 
that  are  transporting  oil,  has  more  people  in  it  probably  that  are 
reached  by  the  territory  that  we  supply  here.  Certainly  we  had 
\vhen  we  started  there,  for  the  first  three  or  four  years  of  our  ex- 
istence, freight  rates  that  would  enable  us  only  to  serve,  perhaps, 
1.000,000  or  1,200,000  people,  and  the  largest  city  in  the  whole  terri- 
tory was  Denver,  326  miles  away,  with  200,000  people. 

So,  by  tank  cars  we  take  that  out  of  there.  Now"  what  is  the 
Jjituation?    We  are  small.    It  is  not  because  anybody  has  repressed 
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the  natural  resources  of  the  State,  because  everybody  has  been  eager 
to  ^et  the  most  they  can.  There  has  been  no  effort  by  other  com- 
panies until  these  more  recent  developments  have  created  the  idea 
in  the  public  mind  that  Wyoming  has  a  future  as  a  great  oil  State, 
which  we  all  hope  for,  but  which  at  present  does  not  exist,  and  we 
deal  with  only  25,000  barrels  a  day,  the  product  of  which  we  must 
transport  in  tank  cars  to  its  destination.  And  to  thus  encourage 
these  producers,  the  operators,  to  get  the  most  land  they  can,  if  they 
want  to  build  refineries,  let  them  do  it,  but  they  will  be  met  by  the 
game  considerations  we  are  met  with,  that  they  must  send  forth  this 
stuff  in  these  tank  cars,  and  unless  they  have  millions  of  dollars  to 
go  into  the  erection  of  distributing  plants,  these  small  stations,  all 
over,  in  every  village  and  hamlet  or  this  whole  country  that  is  tribu- 
tary to  that  Casper  field,  or  tributary  to  Wyoming  points,  they  in 
turn  must  sell  their  oil  to  the  marketmg  companies  that  can  take  it 
There  is  the  Texas,  there  is  the  Standard,  and  the  independent 
jobbers  in  different  places. 

That  is  the  economic  condition  that  now  prevails;  what  we  all 
hope  for,  what  leads  us  all  to  the  same  liberality  in  considering  this 
subsection  is  the  hope  (and  it  would  be  a  wonderful  thing  from  an 
econcniic  standpoint,  if  we  had  it  to-day)  that  Wyoming  will  grow 
in  production  to  a  parity  with  Oklahoma,  to  a  parity  with  California, 
so  that  there  may  be  somebody  with  the  requisite  of  seven  or  eight 
million  dollars  who  will  build  a  pipe  line  that  will  transport  this  oil 
to  the  great  centers  of  population. 

That  is  the  future  of  Wyoming,  of  course,  to  which  we  look  in  the 
ultimate;  not  the  situation  that  exists  to-day.  And  the  situation 
that  exists  to-day  is  not  the  result  of  any  repressive  hand  laid  upon 
that  situation  by  anybody.  The  whole  development  has  been  one 
growing  from  small  beginnings,  consistently,  and  I  believe  mutually, 
with  help  from  the  so-called  small  men  in  the  State,  and  therefore 
we  encourage  them,  because  our  success  has  come  from  the  small 
man,  as  he  is  called — but  we  ourselves,  compared  to  the  large  com- 
panies, are  "  very  small  potatoes,"  only  we  have  had  the  fortune  to 
have  struck  the  psychological  moment  in  the  market  when  the  terri- 
tory was  developing,  and  the  use  for  refined  products  ever  increasing 
by  leaps  and  bounds.  And  I  imagine  that  the  gentleman  who  pre- 
dicted to  us  that  we  would  find  mineral  water  more  valuable  in  Salt 
Creek  than  oil  looks  with  some  chagrin  to-day  upon  the  situation 
and  the  hand  he  might  have  had  in  developing  and  upbuilding  that 
industry. 

The  Chairman.  What  particular  part  of  the  vineyard  is  that 
geologist  working  in  now?     [Laughter.] 

Mr.  Schuyler.  That  was  not  a  geologist.  That  was  a  practical 
oil  man.  Now,  just  for  a  moment  about  Salt  Creek.  If  you  are 
going  to  lease  it  to  somebody,  the  Attorney  General  suggests  that 
you  must  incorporate  legislation  for  the  leasing  of  it  or  its  operation 
by  the  Government,  because  the  general  bill  does  not  apply  to 
proven  territory,  as  stated  in  this  report.  Now,  you  are  ^oing  to 
lease  it  to  somebody,  and  why  not  the  present  claimants?  And  you 
can  know  the  facts,  not  only  as  I  have  presented  them,  but  you  can 
know  the  Salt  Creek  situation  from  governmental  sources — for  it  has 
been  a  matter  of  careful  consideration  and  study  by  officers  of  the 
Government.    And  I  urge  that  when  you  consider  the  matter  you 
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determine  what  should  be  done  and  decide  it.  Why  should  we  be 
exposed  to  the  strangers  coming  in  who  may  run  a  bid  up  for  reasons 
of  malice  or  reasons  of  speculation,  claiming,  '*I  have  secured  a 
piece  of  proven  land  in  Salt  Creek,"  or  for  any  other  reason?  If 
action  is  what  the  Government  wants,  this  is  a  situation  where  the 
Government  on  the  one  side  with  its  rights,  and  these  claimants 
with  their  long  history  on  the  other,  could  do  no  better  thing  as  a 
patriotic  matter  to-day  than  to  sit  down  and  say,  "  Here  is  some- 
thing to  be  settled  and  determined,"  and  do  it.  And  we  do  earnestly 
urge  you  to  settle  it. 

But  the  suggestion  is  made  that  this  monopolizes  the  ground,  and 
that  there  are  too  few  interests.  I  call  your  attention  to  the  fact 
that  directly  and  indirectly  the  benefits  of  Salt  Creek  are  flowing 
to  some  20,000  persons.  Now  the  suggestion  was  made,  wouldn't 
it  be  a  fairer  recognition  of  the  public  rights  to  cut  this  up  into 
smaller  parcels,  so  as  to  give  wider  distribution  of  the  public  benefits? 
But  I  can  not  comprehend  that  you  would  cut  it  up  into  less  than 
160-acre  tracts,  and  if  you  cut  it  into  160-acre  tracts,  this  land  would 
involve  only  the  recognition  of  some  twenty-five  people,  to  the  utter 
disruption  and  disarrangement  of  the  investments  of  the  people  to 
the  extent  of  some  20,000  who  are  intimately  connected  with  the 
sacrifices  that  have  been  made  for  the  upbuilding  and  establishment 
of  this  industry.  And  what  do  you  do  on  the  other  hand,  when  in 
order  to  confer  recognition  upon  a  number  of  citizens — which  I 
regard  as  a  perfectly  sound  policy,  viewed  from  some  standpoints 
and  under  proper  conditions — ^I  do  not  believe  in  anybody  hogging 
it — but  on  the  other  hand  I  do  not  think  I  am  here  to-day  m  an 
apologetic  position  making  explanations  for  anybody  under  the 
state  of  facts  I  have  given  to  you.  But  what  happen^  when  you 
divide  it  up  into  these  small  tracts  and  lease  it  over  again — in  small 
tracts  to  strangers?  Why,  you  have  then  exposed  this  field  to  the 
offset  drilling,  to  the  race  for  production  that  has  characterized 
every  field  that  has  been  short-lived  in  the  United  States.  Whereas 
the  greater  good,  instead  of  recognizing  from  20  or  30  citizens, 
when  there  are  20,000  already  here  appealing  to  you — ^the  greater 
good  from  the  Government  standpoint  and  from  the  standpoint 
of  the  people  of  the  United  States  is  to  let  Salt  Creek  stand  there 
for  the  purpose  of  producing  the  maximum  amount  of  oil  which  can 
be  drawn  from  that  ^ound  under  proper  conditions  of  conservation, 
under  proper  conditions  of  handling  it.  It  has  been  suggested  that 
if  it  is  divided  into  smaller  areas,  that  when  the  market  is  low  the 
oil  will  be  closed  off  anyhow. 

But  I  want  to  say  to  you,  Mr.  Chairman  and  members  of  the 
committee,  that  there  is  an  answer  to  that,  that  first  every  man 
who  has  got  a  160-acre  tract — ^you  won't  find  them  all  agreeing  to  sit 
back  and  wait  for  high  prices  when  the  demand  is  slack.  On  the 
contrary,  there  is  bound  to  be  some  one  or  more  of  them  who  will 
take  the  money  because  it  looks  good  to  him,  no  matter  what  the 
price  is,  and  he  commences  to  drill,  and  the  minute  anyone  starts 
to  drill,  everybody  else  does  the  same,  because  you  must  get  it  then 
if  you  are  going  to  have  your  part  of  it.  Thereupon  immediately 
you  will  have  a  flood  of  oil  and  resulting  waste  in  oil  and  loss  of 
gas  pressure. 
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As  to  whether  or  not  this  company  or  these  companies  which  are 
interested  there  would  repress  the  flow  of  oil  in  order  to  get  high 
prices  and  thus  lay  a  damaging  hand  upon  the  public,  I  can  only 
say  that  there  is  no  company.  Standard.  Mid- West,  Texas,  or  any- 
body else,  that  can  adopt  such  a  policy,  which  simply  means  that 
they  will  distribute  this  oil  to  their  customers  when  tne  prices  are 
right,  but  would  not  supply  them  at  their  back  door  when  the  price 
is  low.  And  when  your  State,  Mr.  Chairman,  was  from  the  Gushing 
field  alone  pouring  out  some  300,000  barrels  a  day,  we  faced  ruin 
at  Casper  and  the  gasoline  price  we  received  was  5f  cents  a  gallon, 
and  it  went  to  5  cents,  and  if  it  had  gone  down  another  half  cent 
we  would  have  had  heart  failure.  But  the  demands  of  economic 
conditions  w^ere  such  that  we  had  to  keep  up  the  supply  of  oil. 

You  can't  do  busines  one  day  because  the  price  of  oil  is  high,  ami 
not  do  business  tomorrow-  because  the  price  is  low.  The  good  will  of 
the  trade  and  business  principles  require  that  service  be  rendered  and 
that  business  be  conducted  along  lines  of  ordinary  decency,  and  al- 
ways continuously  and  especially  in  the  oil  business  you  have  got  to 
do  business  when  prices  are  low  as  well  as  when  they  are  high. 

So  that  oui"  argument  is  that  in  view  of  this  history,  in  view  of 
the  fact  that  we  are  beclouded  there  with  these  different  questiijns 
that  come  up — and  we  have  them  tentatively  ahead  of  us  in  our  re 
lations  with  the  Government ;  we  have  all  these  qiie>stions  as  to  what 
is  discovery  and  what  is  not  discovery ;  what  is  diligent  prosecution 
of  work  and  what  is  not,  the  court  saying  that  each  case  stands  upon 
its  ow-n  facts;  we  have  these  questions  about  the  dummy  entryniefl 
and  all  thase  questions  confronting  us,  and  I  believe  the  unanimous 
opinion  of  all  is  that  we  want  to  reach  with  the  United  States  a  *^t 
tlement  of  the  problems  surrounding  Salt  Creek,  so  that  the  Govern- 
ment will  get  its  part.  And  you  fix  it,  and  let  us  know  what  it  i:=: 
let  us  settle  this  controversy  in  the  interests  of  the  war  in  which  w? 
are  all  engaged.  And  my  company  has  authorized  me  to  submit  that 
to  you ;  the  Secretary  of  the  Interior  has  allowed  us  to  operate  on 
a  royalty  of  one-eighth,  which  is  the  amoimt  fixed  in  this  bill,  ainl 
we  think  that  a  flat  royalty  results  in  a  recognition  of  the  relativi' 
rights  of  the  relief  claimants. 

We  think  that  you  should  not — while  it  is  all  right  under  certain 
conditions  to  contemplate  these  high  royalties  and  bonuses,  and  s<> 
forth — we  think  that  you  should  not  overlook  the  fact  that  the-:*" 
claimants  have  paid  to  the  United  States  and  to  the  country  a  tre- 
mendous bonus  already  in  building  roads  which  make  this  pla^N* 
reachable:  in  building  a  water  system  and  supply  with  miles  of  pip^ 
line  to  bring  it  in  and  develop  it,  in  order  that  wells  may  be  worketi 
at  all;  in  building  buildings  and  accommodations  and  amnsement 
places  for  the  employees  and  for  the  men  who  live  in  this  de'^^ert.  to 
make  it  habitable.  And  they  have  paid  there  already  to  the  United 
States  a  bonus  somewhat  commensurate  with  the  ideas  that  will  ap- 
peal to  any  fair-minded  man.  Therefore  we  urge  that  we  be  al- 
low^ed  to  present  these  points  against  the  suggested  amendment :  that 
you  are  going  to  lease  it  to  somebody,  lease  it  to  these  claimants  so 
that  the  situation  may  be  preserved  intact. 

Now  another  point  in  that  connection  that  should  not  be  overlookeii. 
because  it  is  very  practical.     The  country  is  crying  for  oil.    We  an' 
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doing  everything  we  can  under  the  existing  demand  on  the  rail- 
roads operating  in  Wyoming  to-day  to  relieve  the  situation.  The 
Midwest  Refinmg  Co.  has  built  a  plant  at  Casper  capable  of  han- 
dling 30,000  barrels  a  day,  but  only  13,500  barrels  are  available  from 
Casper  for  its  plant  and  4,000  from  other  sources.  We  could  run  up 
to  30,000  if  the  Government  would  join  with  us  and  let  us  open  this 
land  and  take  the  oil  out. 

The  country  is  crying  for  oil ;  all  the  other  sources  of  production 
are  saying,  "  Do  the  best  you  can  for  us  and  send  us  oil ;  take  on 
niore  territory;  get  out  more  of  your  product."  We  are  trying  to 
do  our  part  there,  and  what  is  going  to  happen  if  you  take  this  field — 
it  is  only  a  small  piece  of  ground  in  the  last  event — and  you  take 
this  field  and  distribute  it,  what  facilities  have  strange  newcomers 
then  to  do  anything  within  a  reasonable  time,  I  ask  you,  anything 
toward  furnishing  this  resource  to  this  country?  How  long  win 
it  take  them  in  the  present  difficulties  of  getting  supplies  for  casing 
and  drilling,  and  so  forth,  to  get  out  there  and  (&ill  f  How  long  wifl 
it  take  them  to  get  a  water  supply  to  do  it,  to  build  buildings  out 
there  in  which  to  lieve  while  they  are  doing  it — these  separate  inde- 
pendent operators — ^unless  I  can  see  where  we  will  be  called  upon  to 
cooperate  to  the  extent,  that  if  loss  of  land  is  the  fate  reserved  for  us 
after  what  has  happened  in  Salt  Creek,  we  might  with  equal  logic 
and  justice  be  called  upon  with  magnanimity  to  say,  "  Here  is  our 
water  supply,  and  here  are  our  buildings,  and  get  this  oil  out." 
Because  tnat  is  the  need  to-day.  We  are  the  only  ones  there  to-day 
equipped  to  render  the  service  imperatively  demanded. 

So  I  make  these  arguments  as  bearing  not  only  upon  our  right  to 
your  favorable  consideration  of  Salt  Creek,  but  particularly  as  bear- 
ing upon  the  proposition  that  I  have  read  here,  the  amendment 
adopted  in  the  Senate,  under  which  the  Secretary  of  the  Interior 
should  be  empowered,  pending  determination  of  the  question  of  who 
should  have  the  leases  or  patents,  to  continue  the  temporary  relief 
policy  in  order  that  oil  may  be  produced  in  greater  quantities  from  a 
known  source  of  supply.  You  have  got  this  oil  ready.  It  is  a  busi- 
ness proposition  to  produce  it. 

I  think  I  have  consumed  my  time,  Mr.  Chairman,  and  I  thank 
you  very  much  for  your  consideration. 

The  Chairman.  Do  any  members  of  the  committee  desire  to  ask 
Mr.  Schuyler  any  questions? 

Mr.  Lenroot.  I  would  like  to  ask  him  a  few  questions.  With  ref- 
erence to  this  matter  of  royalty^  Mr.  Schuyler,  do  you  lease  any  lands 
from  the  State  ? 

Mr.  Schuyler.  Yes. 

Mr.  Lenroot.  What  royalty  do  you  pay  the  State  ? 

Mr.  ScHtjn*ER.  We  pay  12^  cents  a  barrel,  Mr.  Lenroot,  under 
these  conditions — so  that  you  may  know  frankly  the  situation :  The 
State  of  Wyoming  had  a  statute  at  the  time  we  took  this  lease  first, 
which  provided  that  10  per  cent  was  the  royalty  that  they  would 
charge.  But  oil  at  that  time  was  50  cents  a  barrel.  That  was  con- 
sidered a  pretty  good  price,  and  in  fact  a  great  many  contracts  at 
that  time  fixed  the  price  a  50  cents,  but  since  then  it  has  been  brought 
up  to  a  higher  price  to  the  producer.  But  when  we  came  to  the  re- 
newal of  the  lease,  the  State  of  Wyoming  felt  that  it  was  entitled  to 
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Mr.  ScHUTLER.  Not  by  the  Midwest,  but  the  predecessors,  the 
Fitzhughs  and  the  Henshaws,  the  Societe  Belgo,  and  others.  But 
they  have  all  been  brought  into  these  different  lines  of  ownership 
that  I  have  spoken  of — the  Reed  companies,  the  Midwest  Oil,  the 
Central  Wyoming. 

Mr.  Taylor.  Are  they  keeping  up  their  locations,  records,  and 
assessment  work  and  possessory  rights? 

Mr.  Schuyler.  Well,  there  has  been  a  desultory  historjr  in  that 
respect.  Sometimes  they  have  settled  down  to  the  proposition  that 
there  was  no  oil  beyond  that  water  line,  and  then  somebody  has 
gone  out  in  that  shale  to  the  west  of  the  field  and  found  a  crevice, 
and  that  would  stimulate  some  work,  and  the  claimants  would  do 
some;  and  then  there  would  be  a  period  when  they  would  not  do 
any.  The  thing  is  in  a  desultory  state,  each  claim  depending  on  its 
own  state  of  facts.  But  I  want  to  say  this,  as  explaining  the  situa- 
tion which  I  referred  to  as  of  recent  interest.  Mr.  Lenroot  will 
pardon  me,  I  am  digressing  somewhat,  but  it  is  germane.  The  Mid- 
west Oil  Co.  early  in  its  history  acquired  title  to  a  patented  piece  of 
land  owned  by  the  V.  I.  Sheep  Co.,  in  section  11,  township  39,  range 
79,  near  this  claim  where  we  had  the  contest  with  the  United  States 
and  where  Mr.  Hopkins  drilled  that  well  there  1,970  feet  deep  to 
water.  Within  the  past  six  months  Mr.  Ed.  Williams,  who  was 
identified  with  the  early  history  of  the  field,  come  to  the  Midwest 
Oil  Co.  and  leased  that  piece  of  land  from  the  Midwest.  They  had 
to  pay  an  eighth  royalty  to  their  lessor,  and  they  subleased  it  to 
Mr.  Williams  on  4  per  cent  additional,  and  Mr.  Willianis  has  recently 
sunk  there  to  a  depth  of  2,200  feet  and  found  oil.  The  question  is 
what  it  proves,  but  it  makes  that  territory  look  more  promising  than 
it  did  before. 

Now,  I  have  not  added  up  what  I  have  stated,  Mr.  Lenroot,  so  as 
to  give  you  the  total  there  within  the  water  line  of  Salt  Creek,  but 
those  are  the  constituent  elements  of  their  ownership,  adding  the  120 
acres  of  patented  land  outside  of  the  water  line,  on  which  Mr. 
Williams  has  recently  developed  a  well. 

Mr.  Lenroot.  That  is  a  little  over  2,000  acres  in  the  Salt  Creek 
field  ? 

Mr.  ScHUTiiER.  I  didn't  think  it  amounted  to  so  much. 

The  Chairman.  Two  thousand  one  hundred  and  sixty  inside,  and 
then  these  different  companies  have  about  20,000  acres  on  the  out- 
side? 

Mr.  Schuyler.  Yes;  locations  of  them. 

The  Chairman.  That  is  known  as  the  Salt  Creek  field  proper? 

Mr.  Schutler.  Yes,  sir. 

The  Chairman.  You  are  now  going  to  the  Grass  Creek  field? 

Mr.  Schuyljir.  Yes ;  but  I  want  to  say  in  passing  that  the  thou- 
sand acres  approximately  represents  the  proven  holdings  of  the 
Midwest  Oil  Co.  in  the  State  of  Wyoming ;  I  think  they  got  into  a 
drilling  contract  at  the  Pilot  Butte  field,  but  the  lands  are  doubtless 
worthless.  They  had  a  similar  experience  in  the  Lost  Soldier  field 
outside  of  the  producing  area.  I  am  saying  that  is  their  proven 
holdings  in  the  State,  the  Midwest  Oil  Co. 

The  Chairman.  I  thought  these  areas  that  you  just  gave  were  the 
areas  within  the  Salt  Creek  field. 
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Mr.  ScHUTLER.  They  are,  but  I  am  now  going  to  the  point  that 
those  are  all  the  areas  in  the  whole  State,  of  the  Midwest  Oil  Co. 

The  Chairman.  But  that  does  not  apply  to  the  Midwest  Refining 
Co.? 

Mr.  ScHUTLEiR.  No ;  that  is  the  Midwest  Oil  Co. 

The  Chairman.  Let  us  have  it  understood  in  each  case  in  these 
statements  you  are  making  to  Mr.  Lenroot,  and  include  the  Midwest 
Oil  and  the  Midwest  Refining  Co. 

Mr.  Schuyler.  Yes. 

The  Chairman.  Now,  you  are  going  to  take  up  Grass  Creek  ? 

Mr.  Schutler.  Yes;  because  that  affects  the  Midwest  Refining 
Co.  In  the  Grass  Creek  field  the  Midwest  Refining  Co.  has  460 
acres. 

The  Chairman.  Now,  what  is  the  size  of  that  entire  field,  the 
proven  field? 

Mr.  Schuyler.  Two  thousand  and  fifty-nine  acres. 

The  Chairman.  What  was  the  size  of  it,  roughly — of  the  Salt 
Creek  field  ? 

Mr.  Schuyler.  Four  thousand  six  hundred  acres. 

The  Chairman.  Four  thousand  six  hundred  acres  of  proven  terri- 
tory in  the  Salt  Creek  field  ? 

Mr.  Schuyler.  That  is  right. 

The  Chairman.  And  2,059  is  the  total  of  the  Grass  Creek  ? 

Mr.  Schuyler.  That  is  right.  Now  the  Midwest  Refining  Co.  has 
460  acres;  Ohio  Oil  Co.,  1,333.  Of  the  Ohio's  1,333,  480  acres  is 
patented  land.  When  I  speak  of  the  Midwest  Refining  Co.  I  mean 
its  lease  on  that  land  from  the  Grass  Creek  Oil  and  Gas  Co. 

The  Chairman.  Either  lease  or  patent  or  claim,  so  that  it  will  take 
in  patented  land,  lands  leased  from  any  private  source,  known  as 
commercial  leases,  or  any  land  for  which  you  have  a  claim  through 
patent  ? 

Mr.  Schuyler.  Yes,  sir.  Grass  Creek  Petroleum  Co.,  206  acres,  of 
which  company  the  Midwest  Refining  Co.  owned  61  or  more  per 
cent  of  the  capital  stock.  C.  E.  Orchard,  60  acres,  which  I  think  is 
recently  conveyed  to  a  company  called  the  Kinney  Oil  Co.,  operating 
in  the  Big  Muddy  field,  with  which  he  is  identified  as  an  officer  and 
stockholder.    That  makes  a  total  of  2,059  acres. 

Mr.  Taylor.  Can  you  give  us  an  idea  about  the  Big  Muddy  and 
Elk  Basin  fields? 

The  Chairman.  Let  me  get  the  outside  holdings  before  you  get  to 
that.    What  are  the  outside  holdings,  roughly  ? 

Mr.  Schuyler.  That  is  the  proven  field.  We  may  have  had  deeds 
to  more  locations,  but  that  tells  the  story,  Mr.  Chairman. 

The  Chairman.  If  there  are  any  holdings  in  addition  to  that  in 
the  Grass  Creek  field,  your  opinion  is  that  they  do  not  amount  to 
anything? 

Mr.  Schuyler.  Yes,  sir. 

The  Chairman.  But  you  do  not  know  roughly  what  the  acreage  is  ? 

Mr.  Schuyler.  Well,  I  think  it  would  be  best  to  say  that  the  Gov- 
ernment withdrew  5,300  acres  there,  if  I  am  not  mistaken. 

The  Chairman.  And  is  all  of  that  covered  by  claims  from  the  Mid- 
west Oil  Co.? 
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Mr.  Schuyler.  Well,  I  would  say  the  Midwest  Refining  Co.  and 
other  sources.  In  the  Grass  Creek  Oil  and  Gas,  it  probably  covers 
2,000  acres. 

The  Chairman.  The  Midwest,  you  think,  has  about  2,000  acres 
of  this  outside  territory  there? 

Mr.  Schuyler.  Yes. 

The  Chairman.  You  think  that  is  a  fair  estimate? 

Mr.  Schuyler.  That  is  a  little  bit  high;  1,500,  I  think.  Then 
there  was  another  company  that  located  in  there — ^that  located  a  very 
much  more  extensive  field,  which  I  think  probably  coincident  in  its 
boundaries  with  the  Government's  withdrawal. 

The  Chairman.  What  company  was  that? 

Mr.  Schuyler.  The  Mexico- Wyoming  Petroleum  Co. 

The  Chahiman.  What  was  their  acreage,  if  you  know  ? 

Mr.  Schuyler.  I  think  it  covered  5,000  acres. 

The  Chairman.  Is  that  a  Standard  subsidiary? 

Mr.  Schuyler.  No,  not  at  all,  to  the  best  of  my  knowledge. 

The  Chairman.  WTiat  was  that  company? 

Mr.  Schuyler.  The  Mexico- Wyoming. 

The  Chairman.  Have  they  any  production  at  all  on  that? 

Mr.  Schuyler.  No. 

Mr.  Taylor.  What  I  had  in  mind,  I  wanted  you  to  give  the  whole 
acreage  of  the  proven  field,  and  then  the  proportion  of  it  that  you 
control. 

The  Chairman.  What  is  the  next  field  from  the  standpoint  of  im- 
portance ? 

Mr.  Schuyler.  Elk  Basin  is  the  next  in  chronological  develop- 
ment. 

The  Chairman.  What  is  the  total  acreage? 

Mr.  Schuyler.  The  total  located  acreage  is  probably  8,700  acres. 

The  Chairman.  Is  that  proven  territory? 

Mr.  Schuyler.  No,  proven  territory  is  445  acres,  of  which  the 
Midwest 

Mr.  Lenroot.  (interposing.)  That  445  acres  is  upon  the  same 
basis  that  you  gave  the  Salt  Creek  as  4,600,  and  Grass  Creek  2,059  f 

Mr.  Schuyler.  Yes,  sir;  that  is  right.  Midwest  Kefining  Co., 
212  acres ;  Ohio  Oil  Company,  163  acres ;  Elk  Basin  Petroleum  Co., 
80  acres.  I  thought  Elk  Basm  Petroleum  Co.  had  120,  but  I  see  the 
description  gives  this  amount.  I  would  like  to  have  the  privilege  of 
checking  this  and  filing  a  typewritten  statement,  if  I  may,  giving 
these  details,  and  perhaps  segregating  them  as  to  location,  as  to 
proven  character,  as  to  percentages,  and  matters  of  that  kind. 

Mr.  Lenroot.  I  wish  you  would  do  that.  If  you  do  that  I  donH 
care  to  sepnd  the  time  upon  it  now. 

Mr.  Schuyler.  We  can  do  that  very  readily,  and  perhaps  more 
intelligently,  and  proceed  now.  Note :  This  statement  is  found  at 
the  conclusion  of  the  statement — ^Table  A. 

I  would  like  to  go  through  Big  Muddy  now.  The  Big  Muddy 
field,  proven  acreage,  4,307  acres.  Now  berore  I  go  into  this,  so  you 
may  understand  my  designation,  permit  me  to  say  that  the  Ohio 
Oil  Co.  here  and  the  Merritt  Company,  among  others,  entered  into 
contracts  there  which  are  called  working  contracts.  That  is,  a  man 
would  have  a  lease  and  he  would  say,  ^^  I  will  make  a  working  con- 
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tract  with  you  under,  say,  a  sixty-forty  basis,"  under  which  the  com- 
pany would  drill  the  well,  or  the  Midwest  or  some  other  company 
would  drill  it,  and  divide  the  production  on  the  basis  of  60  per 
cent  to  them  and  40  per  cent  to  him,  or  vice  versa. 

Ohio-Glenrock — ^tnat  means  the  Ohio  Company  has  a  contractual 
interest  on  Glenrock — 92  acres;  Ohio-Merritt,  340  acres;  Ohio-Hurst, 
300  acres ;  Ohio-Carlin,  160  acres ;  Ohio-Kinney,  60  acres ;  Elk  Horn 
Company,  45  acres;  the  Merritt  and  Merritt  Annex  companies,  2,575 
acres.  And  of  the  Merritt  Oil  Corporation,  which  is  connected  with 
that  acreage,  the  Midwest  Refining  Co.  is  the  owner  of  slightly  less 
than  50  per  cent  of  its  capital  stocK. 

Mr.  Lex  ROOT.  I  was  going  to  ask  whether  the  Midwest  has  any 
ownership  in  capital  stock  of  any  of  these  companies  you  have  stated 
it  or  will  state  it? 

Mr,  Schuyler.  I  will  state  it,  yes.  The  Northwest  Oil  Co., 
75  acres;  the  Producers  Company,  270  acres;  the  Midwest  Refining 
Co.,  240  acres;  J.  W.  Atkinson,  or  Atkinson  and  Brothers,  150 
acres.    Total,  4,307  acres. 

Mr.  Lenroot.  What  was  the  acreage  of  the  company  where  you 
owned  the  controlling  interest  ? 

Mr.  ScHXJTLER.  Merritt  and  Merritt  Annex  Co.  referred  to  there, 
2,675  acres. 

Mr.  Elston.  You  said  you  owned  less  than  the  controlling  in- 
terest. 

Mr.  Schuyler.  Less  than  the  control,  yes.  That  is  the  Merritt 
Co.  in  the  Big  Muddy  field. 

Pilot  Butte  field,  proven  acreage  470  acres,  owned  by  the  Glenrock 
Petroleum  Co.,  in  which  the  Midwest  has  no  interest. 

Mr.  Lenroot.  Has  the  Midwest  any  interest  in  that  structure? 

Mr.  Schuyler.  No.  We  ^ot  started  there  under  a  contract  to  drill, 
and  we  drilled  a  well,  but  without  success.  If  we  had  been  successful 
we  would  have  had  certain  rights  in  the  Pilot  Butte  field.  But,  as  a 
matter  of  fact,  it  became  more  and  more  discouraging  and  we  finally 
retired  from  the  contract,  and  this  Glenrock  Petroleum  Co.  took 
over  the  situation  there.  The  Midwest  Oil  Co.  also  did  futile 
drilling  in  the  Pilot  Butte  field,  no  success,  on  leases  that  were 
presented  to  them  for  consideration,  a  small  area.  But  I  am  told 
since  I  have  been  here — ^I  didn't  know  it  before — that  the  Illinois 
Pipe  Line  Co.,  on  the  strength  of  the  showing  now  made  in  this  470 
acres,  are  thinking  of  building  a  8-inch  pipe  line  to  get  that  oil  out 
to  the  railroad. 

Mr.  Lenroot.  Does  that  include  all  that  you  have? 

Mr.  Schuyler.  Yes.  Mr.  Taylor  asked  about  the  Lander  situation 
and  the  Lost  Soldier. 

The  Chair»ian.  Which  one  are  you  going  to  deal  with  first? 

Mr.  ScHurLER.  I  am  going  to  deal  with  Lost  Soldier.  The  Mid- 
west Oil  Co.  took  a  lease  and  then  retired  from  it,  as  I  recall. 

The  Chairman.  So  you  have  no  holdings  there? 

Mr.  ScHUTLER.  No  holdings.  The  Midwest  Refining  Co.  had  a 
quarter  interest  in  a  lease  which  it  sold,  and  we  have  no  interest 
there  now. 

The  Chairman.  Neither  of  the  Midwest  companies  have  any  in- 
terest in  the  Lost  Soldier  field? 
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Mr.  Schuyler.  No;  not  at  present.  We  understand  that  the  acre- 
age is  narrowed  to  about  125  to  200  acres  of  proven  ground,  which  is 
that  ground  heretofore  referred  to  as  being  in  the  hands  of  Messrs. 
Hazlett  and  West,  and  it  was  suggested  that  that  was  the  Prairie  Oil 
&  Gas  Co.,  although  I  am  not  myself  familiar  with  that  relation. 

That  is  all  I  know  about  the  Lost  Soldier  field. 

Mr.  Taylor.  How  about  Lander? 

Mr.  Schuyler.  The  Lander  field  has  a  long  history,  which  will 
not  be  of  benefit  here  to  its  full  extent.  The  Midwest  Befining  Co. 
and  the  Midwest  Oil  Co.  have  nothing  to  do  with  the  Lander  field, 
except  that  the  Midwest  Refining  Co.  has  made  a  contract  to  buy 
from  the  Hudson  Oil  Co.,  which  is  the  producer,  the  chief  producer 
there  I  think,  on  a  small  acreage,  their  black  oil  to  be  produced  for 
a  couple  of  years.  But  that  field  comprises  both  what  is  known  as 
the  Hudson  acreage,  on  one  side  of  tne  river,  and  the  old  Dallas 
acreage,  which  is  on  the  other;  and  the  Dallas  acreage  got  into — ^thev 
have  a  small  pipe  line  and  they  got  into  the  hands  of  a  receiver  and 
a  great  deal  of  financial  difficulty,  and  I  understand  that  water  has 
entered  the  wells  and  limited  the  possibility  of  prnduction.  The 
Hudson  Oil  Co.,  on  the  other  side  of  the  river,  and  two  or  thrjee  otlier 
companies  have  drilled  a  number  of  wells  that  are  producing  fuel 
oil,  and  that  oil  the  Midwest  Refining  Co.  is  buying  and  transport- 
ing to  Casper,  so  much  of  it  as  is  not  delivered  directly  to  the  Chicago 
and  Northw^estern  Railroad.  There  is  a  lady  present — I  don't  know 
whether  she  is  present  this  afternoon,  but  she  has  been  in  constant 
attendance — Mrs.  Harnsberger — and  she  can  tell  you  more  about 
Lander  and  Dallas  and  that  country  than  I  have  ever  heard,  and  I 
am  rather  hesitant  about  speaking  in  her  pi*esence.  It  is  not  a  mat- 
ter with  which  we  have  much  connection,  and  it  has  not  been  a  sub- 
ject of  study  by  me. 

Mr.  Lenroot.  That  makes  a  total  acreage-^an  you  give  the  total 
acreage  of  both  the  Midwest  companies  combined  in  Wyoming? 

The  Chairman.  Have  you  any  holdings  in  any  other  fields? 

Mr.  Schuyler.  No  ;  that  tells  the  story. 

Mr.  Lenroot.  It  is  about  3,000  acres  from  the  figures  I  have  taken, 
in  the  proven  fields. 

Mr.  Schuyler.  Yes.  Of  course  I  have  not  meant  to  overlook  here 
the  fact  that  the  Midwest  Refining  Co.  have  this  same  contract  to 
operate  the  lands  of  the  so-called  Keed  companies  inside  this  line 
that  should  be  added  now,  that  should  be  added  inside  the  line  of 
Salt  Creek,  which  is  about  2,100  acres  of  the  located  land,  and  about 
200  acres  of  the  patented  land ;  and  also  have  a  contract  to  operate 
under  general  contractual  relations  which  I  have  described,  the  ap- 
proximately 1,000  acres  that  belong  to  the  Central  Wyoming  Oil  & 
Development  Co.  So  that  I  believe  it  would  be  much  more  accurate 
if  I  might  supply  the  statement  as  to  what  it  owns,  what  it  operates, 
and  the  percentages  of  the  total  of  proven  fields.  (See  Table  A  at 
the  conclusion  of  the  statement.) 

Mr.  Lenroot.  What  I  was  getting  at  was  preliminary  to  some 
information  as  to  the  extent  of  your  contracts  with  reference  to  the 
relief  provisions.  To  illustrate,  if  any  of  these  relief  provisions 
should  go  through,  if  your  contract  is  of  such  a  nature  that  you 
succeed  to  the  rights  of  a  claimant,  would  you  yourself  be  entitled 
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to  apply  for  a  patent  or  a  lease,  as  the  case  may  be,  or  would  you 
rely  upon  tide  party  with  whom  you  have  the  contract? 

Mr.  Schuyler.  I  think  every  contract  that  we  have  with  the 
Stocks  and  with  the  Fitzhugh  and  the  Central  Wyoming  Oil  Co. 
and  its  allies  provide  that  if  for  any  reason  there  should  be  a  change 
in  the  form  of  title,  that  all  relations  will  stand  mutually  affected — 
that  is,  proportionately  affected  by  the  changes  whicli  may  take 
place;  so  I  believe,  equitably  considered,  whoever  made  the  appli- 
cation, it  would  inure  to  the  benefit  of  all  those  who  have  so  con- 
tracted, proportionately. 

Mr.  I^NROOT.  Have  you  any  such  relationship  with  these  people 
that  you  could  compel  them  to  make  application  ? 

Mr.  ScHUTLER.  Well,  the  situation  may  differ  there  only  in  one 
regard.  The  Midwest  Oil  Co.  and  these  Reed  companies  hold  their 
titles  by  fee,  subject  to  the  contract  made  with  others. 

Mr.  Lenroot.  Well,  that  is  fully  in  your  control. 

Mr.  ScHiTTLER.  That  is  in  their  control,  just  as  they  made  the 
applications  for  the  patents.  And  as  to  the  Central  Wyoming  Oil 
&  Development  Co.  they  own  their  title,  and  lease  it,  however,  to  the 
Wyoming  Oil  Fields  Co.,  about  which  Mr.  Campbell  can  tell  you. 
Just  what  their  relations  may  be  there  I  can  not  just  say.  It  seems 
to  me 'that  it  would  be  necessary  to  recognize  the  present  possessor 
of  the  land  and  of  the  fee  title,  as  distinguished  from  the  locators. 
The  locators  in  these  cases  are  vastly  different  from  the  companies 
now. 

Mr.  Lenroot.  Take  the  case,  Mr,  Schuyler,  of  a  straight  lease 
from  the  locator  upon  a  given  royalty,  and  if  under  the  administra- 
tion of  the  proposed  amendment  the  locator  should  not  exercise  the 
privilege  given  him  by  the  amendment  to  relinquish  his  right,  how 
would  there  be  any  relief  to  the  bona  fide  lessee  in  the  expenditure 
of  his  money? 

Mr.  Schuyler.  That  is  a  verv  bad  situation.  There  is  no  relief. 
He  would  have  to  stand  upon  the  title  as  it  was. 

Mr.  Lenroot.  Then,  referring  to  this  proposed  amendment,  you 
have  stated  that  in  some  of  your  claims  there  were  adverse  claims 
pending? 

Mr.  ScHUYi/ER.  Yes,  sir. 

Mr.  Lenroot.  Supposing  that  this  relief  provision  should  be  given 
in  this  form,  requiring  the  exercise  of  this  option  within  90  days 
after  the  passage  of  this  act,  and  a  locator  should  comply  with  the 
act  by  surrendering  any  claim  for  patent;  with  an  adverse  proceed- 
ing still  pending,  under  the  saving  clause  of  the  bill,  do  you  think 
the  Secretary,  so  long  as  an  adverse  proceeding  is  pending,  would 
have  anv  right  to  grant  a  lease  to  the  man  who  surrenders  his  rights  ? 

Mr.  Schuyler.  I  don't  think  so. 

Mr.  Lenroot.  What  would  become  of  the  production  in  that  event? 

Mr.  Schxjtler.  It  would  be  tied  up  pending  the  decision  of  the 
case  in  the  courts,  unless  the  provision  goes  in  that  I  suggest,  that  a 
permit  can  be  granted  pending  the  final  disposition  of  the  case, 
without  prejudice  to  the  rights  of  either  party;  and  avoid  tying  up 
production;  and  then  providing  for  a  lease  within  a  certain  time 
after  patent  procedings  are  adversely  determined. 

Mr.  Lenroot.  Has  Wyoming  any  law  about  offset  drilling? 
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Mr.  Schuyler.  I  think  not.  Some  Wyoming  lawyer  probably  can 
tell  better  than  I  can.  I  think,  aside  from  uie  general  provisions 
about  capping  wells  and  not  allowing  gas  to  escape  and  things  of 
that  sort — I  don't  think  the  question  of  offset  is  covered  by  statute 
in  Wyoming. 

Mr.  Elston.  In  giving  these  acreages,  Mr.  Schuyler,  the  aggregate 
of  acreages  by  either  one  of  these  companies  in  the  various  fields, 
you  mean  the  aggregate  controlled  in  any  manner  whatsoever,  either 
by  lease,  operation  agreement,  or  by  title  or  by  contract  of  any  kind! 

Mr.  ScHUTLER.  Yes. 

Mr.  Elston.  In  which  you  have  any  interest  whatever — ^any  bene- 
ficial interest  in  any  producing  territory? 

Mr.  ScHUTLER.  Yes;  whether  by  stockholdings,  contract,  or  in  any 
other  way. 

Mr.  Elston.  You  don't  mean  to  say  that  you  own  that  much  of 
the  field  at  all.  It  might  be  represented  by  a  great  many  separate 
owners  who  had  a  light  beneficial  interest  with  you  but  were  great 
in  number. 

Mr.  Schuyler.  Yes ;  that  is  the  point ;  we  have  a  CTeat  many  rela- 
tions with  a  great  many  people  as  to  all  this  grouno. 

Mr.  Elston.  So  that  really  it  would  not  be  accurate  to  say  that  you 
represent  that  acreage,  to  the  exclusion  of  anyone  else? 

Mr.  Schuyler.  No  ;  it  would  not. 

Mr.  Lenroot.  How  many  claims  are  in  suit  out  there  now  upon 
the  part  of  the  Federal  Government? 

Mr.  Schuyler.  The  Federal  Government — you  mean  by  their  filing 
suit  against  the  claimants? 

Mr.  Lenroot.  Yes. 

Mr.  Schuyler.  The  only  suit  I  recall  as  pending  is  the  suit  against 
Mr.  Hanley  in  the  southwest  portion  there  of  the  Salt  Creek  field, 
inside  that"  water  line  and  affecting  160  acres  of  land.  That  is  the 
only  suit  that  has  been  so  far  brought. 

Mr.  Lenroot.  Now,  have  you  filed  applications  for  all  of  the 
claims  which  you  have — applications  for  patent? 

Mr,  Schuyler.  Yes;  all  the  claims  that  are  included  within  or 
touched  by  that  water  line  there  are  embraced  in  applications  for 
patent. 

Mr.  Lenroot.  Have  you  any  claims  that  are  not  embraced  in 
applications  for  patent?  .  I 

Mr.  Schuyler.  These  claims  that  are  more  or  less  up  in  the  air, 
that  I  have  spoken  of,  as  to  their  exact  status,  which  lie  in  the  shale 
areas  and  unproven  areas  and  speculative  areas  outside  of  Salt 
Creek.  There  are  many  quarters  there  for  which  we  have  not  ap- 
plied for  patent. 

Mr.  Lenroot.  Do  you  know  whether,  generally  speaking,  appli- 
cations for  patent  are  on  file  on  the  part  of  all  claimants? 

Mr.  Schuyler.  In  Salt  Creek? 

Mr.  Lenroot.  In  any  proven  field  in  Wyoming? 

Mr.  Schuyler.  In  Salt  Creek  the  applications  for  patent  are  by 
the  Midwest  Oil  Co.,  and  the  associates  in  the  Fitzhu^h  title  for 
all  of  the  claims  except  the  southeast  quarter  of  section  23,  for 
which  application  for  patent  has  been  made  by  one  of  the  com- 
panies afiiliated  with  the  Central  Wyoming  Oil  and  Development 
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Co.,  in  whose  name  that  title  stood;  so  that  you  may  say  as  to 
all  that  located  area  for  which  relief  is  sought,  patent  applica- 
tions are  pending.  Also,  there  is  a  patent  application  pending  on 
the  Hanley  tract  of  land,  but  the  Government  suit  against  that  is  for 
the  purpose  of  maintaining  its  status,  pending  the  determination  of 
the  department  upon  the  application  for  patent. 

In  Grass  Creek  I  think  the  Ohio  Oil  Co.  is  applying  for  its 
patent.  Our  application  for  patent  there  I  think  was  withdrawn. 
I  have  forgotten  the  present  status  of  that. 

Mr.  Lenroot.  I  was  interested  in  getting  that  information  be- 
cause you  have  probably .  observed  under  this  amendement  which 
has  been  recommended  by  the  three  secretaries,  while  there  is  a  limi- 
tation of  90  days  after  approval  of  this  act  as  to  all  claimants  who 
have  applications  for  patent  pending,  there  is  no  limitation  what- 
ever as  to  any  claimants  who  have  not  made  such  application ;  and 
that  under  this  amendment  we  would  rather  punish  a  man  who  had 
been  diligent  in  applying  for  a  patent,  and  compel  him  to  apply — 
to  surrender  within  90  days;  whereas  for  the  one  who  has  not  done 
that,  there  is  no  limitation. 

Mr.  ScHurLER.  I  will  be  very  glad  in  this  statement,  Mr.  Lenroot, 
to  give  a  description  of  the  claims. 

Mr.  Lenboot.  I  wish  you  would.  That  is  quite  important  in  that 
connection,  as  to  whether  there  are  any  that  might  become  affected 
in  that  way. 

The  statement  follows : 

Applications  for  patent  where  there  are  producinp:  wells  on  located  lands  for 
which  Ho  application  for  patent  has  been  made  In  Wyoming  so  far  as  known 
to  the  witness,  are: 

Grass  Creek  oil  field,  five  claims  of  160  acres  each  claimed  by  Grass  Creek 
on  &  (Jas  Co.,  leased  to  Midwest  Refining  Co. 

Big  Muddy  oil  field,  five  claims  of  160  acres  each  claimed  by  Humphreys- 
Whitesldes  association,  leased  to  Ohio  Oil  Co.  as  to  one  thereof;  balance  to 
Merritt  Oil  Corporation. 

Applications  for  patent  are  pending  by  claimants  to  relief  in  the  Salt  Creek  • 
oil  field  on  each  claim  where  there  is  a  producing  well,  embracing  the  whole 
of  the  4,000  acres  approximately  referred  to  In  the  testimony  as  being  within 
the  water  line  of  that  field. 

In  addition  thereto,  applications  for  patent  were  made  embracing  territory 
outside  of  the  water  line  and  Including  part  of  the  shale  area  where  oil  was 
found  and  patent  work  finished ;  thus  patent  applications  are  pending  for  a 
greater  acreage  than  the  particular  4.000  on  which  the  producing  wells  referred 
to  are  located.  For  convenience,  the  total  acreages  for  which  patent  appli- 
cations are  pending  in  the  Salt  Creek  oil  field  are  appended,  as  taken  from  a 
report  of  the  Secretary  of  the  Interior  dated  January  7,  1918: 

Acres. 

Midwest  Oil  Co.  et  al 6,400 

Petroleum  Maatschapplj  Salt  Creek 160 

W.    VerValln . 160 

Elmer  Church  &  Fred  Hammond 160 

William  Hanley  et  al 160 

The  Chairman.  Let  me  ask  one  question  in  that  connection?  What 
is  the  total  daily  production  in  the  Salt  Creek  field  ? 

Mr.  ScHiTTLER.  It  runs  about  18,000  barrels  a  day,  included  both 
patented  and  located  land,  on  which  relief  has  been  granted. 

The  Chairman.  About  what  proportion  of  that  is  Midwest  pro- 
duction! 
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Mr.  ScHUTLER.  The  Midwest  Refining  Co.  operates  it  all  except 
about  1,000  barrels  bought  from  outside  producers.  They  take  about 
12^00  barrels  out  under  these  contracts. 

The  Chairman.  They  take  out  that  12,000  barrels. 

Mr.  ScHUTLER.  But  they  account  for  that  to  different  persons  from 
whom  the  the  land  is  taken  under  the  basis  of  the  contracts.  But 
they  do  the  actual  operating. 

The  Chairman.  How  much  do  they  produce  in  the  Grass  Creek 
field? 

Mr.  Schuyler.  I  think  it  runs  about  4,000  barrels  a  day.  I  am 
quite  sure  it  does — the  total  production.  • 

The  Chairman.  What  part  of  that  is  Midwest  Befining  Co.t 

Mr.  ScHUTLER.  The  Midwest  Refining  Co.  produces  i^ut  1,500 
barrels. 

The  Chairman.  Out  df  4,000? 

Mr.  ScHUTLER.  Yes. 

The  Chairman.  And  how  much  does  the  Elk  Basin  field  produce? 

Mr.  Schuyler.  It  produces  about  4,000  barrels. 

The  Chairman.  And  about  what  does  the  Midwest  produce  in 
that  field? 

Mr.  ScHTJTLER.  The  Midwest  produces  there  from  its  own  lease 
about  a  third  of  that,  about  1,300  barrels,  and  it  has  a  contract  with 
the  Elk  Basin  Petroleum  Co.  for  its  production,  and  actually  pro- 
duces it  from  on  their  ground.  That  produces  about  1,100  barrels. 
So  out  of  the  total  production  of  4,000  barrels  I  would  say  they  had 
2,400  barrels  which  they  actually  produce  and  deliver  to  the  refinery. 

The  Chairman.  Anci  the  production  in  the  Big  Muddy — ^what  is 
the  total  production  there? 

Mr.  ScHUTLER.  The  total  production  in  Big  Muddy  runs  about 
8,800  barrels  a  day  now. 

The  Chairman.  About  what  proportion  of  that  production  does 
your  company  have  ? 

Mr.  Schuyler.  The  Merritt  and  the  Midwest  Refining  have  a 
trifle  over  a  third,  the  balance  being  distributed  between  the  Ohio, 
Elkhorn,  Kinney,  and  their  associates. 

The  Chairman.  I  wanted  to  ask  you  a  word  more  about  the  Salt 
Creek  fields.  We  only  accounted  there  for  about  2,160  acres  on  the 
inside  of  the  field,  controlled  by  your  companies,  and  about  20,000 
of  it,  supposedly  speculative,  on  the  outside. 

Mr.  Schuyler.  The  Midwest  Oil  Co.  has  about  a  thousand  acres 
of  located  lands  inside,  and  the  Central  Wyoming  Oil  Development 
Co.  has  about  1,000  located  acres  inside.  That  makes  2,000.  The 
so-called  Beed  companies  have  about  2,160  acres  inside. 

The  Chairman.  Who  are  the  Reed  companies? 

Mr.  ScHUTLER.  Those  are  the  companies  which  I  explained  to  vou 
organized  by  the  Reed  Investment  Co.,  a  close  corporation,  of  which 
Mr.  Reed  is  the  president;  Mrs.  Reed,  his  wife,  and  children  are 
members;  Mr.  O.  H.  Shoup,  Mr.  B.  H.  Hopkins,  and  others  were 
stockholders  of  the  Reed  companies. 

The  Chairman.  What  are  their  allied  interests  ? 

Mr.  ScHTJTLER.  They  are  the  Reed  companies.  And  they  were 
the  companies  that  acquired  that  Reed  property  from  the  Henshaws. 

The  Chairman.  Are  they  associated — related  with  the  Midwest 
in  any  way? 
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Mr.  Schuyler.  By  contract. 

The  Chairman.  What  relationship  do  they  bear  to  the  Standard, 
or  any  of  its  subsidiaries? 

Mr.  ScHUTLER.  None  whatever. 

The  Chairman.  Has  the  Dutch-shell  any  holdings  in  any  of  these 
fields  at  all  ? 

Mr.  ScHTJTLER.  Not  that  I  know  of. 

Mr.  Lenroot.  Can  you  tell  the  committee  what  the  gross  revenue 
is  at  Casper,  of  crude  oil  on  the  average  ? 

Mr.  Schuyler.  It  has  varied  with  the  market.  There  was  a  great 
period  of  time  when  the  price  for  crude  under  these  contracts  got 
down  to  33  cents,  which  would  have  spelled  then  a  gross  receipt  from 
a  barrel  of  oil  of  twice  33,  66— and  add  15  cents,  which  would  be  81 
cents.  That  was  during  the  period  when  the  great  overproduction 
came  from  Cushing,  of  which  I  spoke.  Now  under  these  conditions 
of  heavy  demand,  the  price  has  gone  up  to  a  point  where  I  think 
that  it  is,  during  this  month,  $2.25 — our  gross  receipts  from  a  barrel  of 
oil — ^that  is,  Salt  Creek  oil. 

Now  the  Elk  Basin  oil  is  very  high-^rade  oil  and  the  receipts  are 
better  on  that,  and  the  Grass  Creek  oil  is  a  higher  grade  oil  than 
Salt  Creek  oil  and  the  receipts  are  better ;  but  under  this  Salt  Creek 
situation  I  believe  that  the  gross  receipts  from  a  barrel  of  oil  run  in 
the  neighborhood  of  $2.75 — around  that  vicinitjr. 

Mr.  Lenroot.  What  is  the  price  of  gasoline  m  that  vicinity? 

Mr.  Schuyi-er.  It  is  marketed  by  us  at  wholesale  there,  and  the 
prevailing  price  through  the  Rochy  Mountain  region  prevails  there 
about  26  cents  a  gallon. 

Mr.  Lenroot.  The  residents  in  the  immediate  vicinity  do  not  re- 
ceive any  benefit  from  that  production  ? 

Mr.  ScHuinLER.  No. 

Mr.  Lenroot.  Now  in  the  bill  are  you  asking  for  an  incorporation 
of  the  first  portion  of  section  17? 

Mr.  Schxttler.  Yes,  I  am  moved  to  encourage  that.  It  is  a  very 
just  thing. 

Mr.  Lenroot.  You  think  if  you  were  not  given  a  preference  right 
to  re-lease,  if  you  can  not  maintain  a  valid  claim,  you  are  not  gettmg 
suiBcient  relief? 

Mr.  Schutler.  Which  part  of  the  provision  is  that?  Where  a 
man  goes  ahead  to  patent? 

Mr.  Lenroot.  It  changes  existing  law. 


regarding  it  as  a  saving  clause  from  this  withdrawal — as  I  under- 
stand the  law  to  be  to-day,  I  can  go  out  on  the  public  domain  under 
the  placer  laws,  and  I  can  stake  10  placers,  and  then  I  am  con- 
fronted with  one  of  two  lines  of  thought.  First,  my  position  with 
reference  to  an  adverse  private  claim,  and  my  position  with  reference 
to  the  United  States  under  existing  laws.  Up  to  this  time  of  change 
of  policy  in  our  view  of  mining  claims,  the  United  States  has  never 
been  interested  in  any  subject  as  to  what  the  individual  does  upon 
the  public  lands.  They  are  not  inquiring  as  to  how  many  claims  he 
has  got  staked  or  what  he  is  doing.    As  far  as  they  are  concerned,  he 
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may  proceed  indefinitely  until  he  comes  to  the  land  office  to  present 
his  record  for  patent.  And  as  against  the  individual,  on  the  other 
hand,  I  could  hold  those  10  claims  so  long  as  I  have  what  they  call 
possession  am  rei,  and  nobody  can  come  upon  me  by  surreptitious 
entry  or  by  force,  and  I  have  the  right  for  a  reasonable  time  &s 
against  any  tresnasser  to  complete  my  claims  by  discovery  and  pro- 
ceed to  patent.  If ow  if  that  be  true  under  existing  law,  I  have  con- 
templated that  the  first  paragraph  of  section  17  simply  recognizes 
that  that  is  the  thing  that  has  existed  under  existing  law,  and  for  a 
man  who  has  got  his  land  laid  out  with  10  claims,  that  they  are 
going  to  recognize  existing  law  and  allow  him  to  proceed. 

Mr.  Lenroot.  But  you  recognize  that  this  biU  in  itself  is  with- 
drawal ? 

Mr.  ScHTJTiiER.  Yes.  Now  that  is  where  we  come  in  to  the  point 
If  you  are  going  to  put  in  the  theory  of  withdrawal,  it  cuts  him  off 
immediately,  except  to  the  extent  that  he  is  working  up  on  the 
claim  diligently. 

Mr.  Lenroot.  And  that  is  the  effect,  is  it  not? 

Mr.  ScHUTLER.  That  is  the  effect. 

Mr.  Lenroot.  The  assertion  of  an  adverse  claim.  And  if  a  lo- 
cator can  not  maintain  himself  upon  such  an  assertion — could  not 
maintain  himself  against  a  stranger  if  a  stranger  chose  to  enter  the 
land — why  should  he  have  any  right  to  be  considered  as  against  the 
Government,  except  to  the  extent  of  a  preferential  right  to  list? 

Mr.  Schuyler.  That  might  be  a  question,  but  at  the  same  time 
it  does  not  meet  this  point,  that  he  is  entitled  to  consideration  by  the 
Government.  Suppose  I  Had  gone  out  and  paid  my  surveyor  to 
stake  10  claims  under  a  progressive  scheme  of  development,  to 
which  the  Government  has  invited  me  under  a  set  of  laws  now  exist- 
ing— invited  me  to  go  ou,t  and  take  10  claims  or  15  claims  or  20 
claims.  Now,  I  admit  that  the  Government  has  a  right  to  assert 
an  adverse  claim  and  cut  me  off,  if  that  is  the  policy ;  but  on  the  other 
hand,  I  don't  think  it  is  unfair  to  approach  the  Government  and  say. 
"Under  your  scheme  already  laid  out  for  planning  the  work  of 
development,  and  as  the  laws  were  heretofore,  except  as  against  the 
Government  intervention,  I  can  hold  my  land." 

Mr.  Lenroot.  Now,  isn't  this  the  situation :  that  prior  to  the  pas- 
sage of  this  act  the  Government  by  its  placer  mining  laws  extends 
an  invitation  to  any  man  to  enter  upon  the  public  lands  and  says  to 
that  man,  "  So  long  as  you  are  performing  certain  acts  recognized 
by  the  law  as  necessary  to  be  performed,  you  will  have  a  clear  claim 
of  possession ;  but  if  you  fail  to  do  that,  it  is  open  to  anyone  to  enter 
upon  the  land"?  Now,  shouldn't  the  Government  have  the  same 
nffht  that  a  stranger  has  in  asserting  adverse  claims? 

Mr.  Schuyler.  Well,  with  the  difference  that  the  Grovernment  has 
invited  him  on  there  and  told  him  the  limit  to  which  he  might  go. 

Mr.  Lenroot.  No;  the  Government  has  not  invited  him  upon  there. 
He  can  not  hold  that  land  except  upon  compliance  with  certain  con- 
ditions, although  if  no  one  else  comes  in  and  he  then  discovers  oil. 
he  will  then  be  recognized,  of  course. 

Mr.  Schuyler.  I  see  the  force  of  the  suggestion.  It  is  just  that 
different  line  of  thought  which  has  always  existed  in  the  mining 
fraternity  and  in  the  relations  between  the  individual  and  the  Gov- 
ernment. 
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Mr.  Ei^STQN.  Mr.  Lenroot,  your  construction  of  that  section  17 
would  not  apply  if  this  short  saving  clause  read  from  the  mining 
statutes  were  inserted. 

Mr.  Lenroot.  As  I  have  examined  that  saving  clause  in  the  min- 
ing statute,  I  do  not  think  we  need  the  first  part  of  section  17. 

Mr.  Elston.  If  that  short  clause  was  put  in,  would  your  remarks 
here  be  particularly  pertinent ! 

Mr.  I^NBOOT.  No;  I  think  not.  My  present  conclusion  is  that  if 
that  were  substituted  for  the  saving  clause  in  the  bill,  that  this  bill 
would  not  operate  at  all. 

Mr.  Taylor.  Do  jou  mean  that  short  saving  clause  at  the  end  of 
the  House  bill,  section  31  ? 

Mr.  Lenroot.  No;  the  substitute  that  some^ntleman  proposed 
for  it. 

Mr.  Elston.  It  was  read  from  the  mining  statutes,  the  clause  con- 
taining that  one  sentence. 

Mr.  Lenroot.  Now,  with  reference  to  the  ownership  of  these  com- 
panies, Mr.  Schuyler,  you  would  like  to  invite  the  committee  to  ex- 
amine the  list  of  stockholders,  and  although  thev  do  not  appear  to 
question  your  statement  at  all,  I  think  it  would  be  desirable,  if  you 
would  be  willing  to  do  it,  to  furnish  the  committee  for  the  record  a 
list  of  your  10  largest  stock  owners  in  each  company — a  stieU^ment 
of  the  stock  held  by  each. 

Mr.  ScHUTLER.  Yes;  certainly. 

lAst  of  10  indit^idnals  holding  largest  amounts  of  capital  stock  in  MidtceH 

Oil  Co, 

Total  oatstanding  capital  is  16,000,000  dtvlded  into  6,000,000  tbarea  of  the  par  value 

of  $1  each. 

Shares. 

Verner  Z.  Reed 320,634 

Howard  Weber.  M.  D 305,000 

L.  L.  Winkleman  &  Co 248,000 

Mrs.  Mary  Dean  Reed 165,000 

Equitable  Trust  Co.,  trustee  for  Margery  V.  Reed 150,000 

Equitable  Trust  Co.,  trustee  for  Verner  Z.  Reed,  Jr 150,000 

Equitable  Trust  Co.,  trustee  for  Joseph  V.  Reed 150,000 

Equitable  Trust  Co.,  trustee  for  Verner  J.  Reed  and  others 150,000 

Thierry  Delanoue,  Paris,  France 133,495 

Paccard  &  Co.,  Geneva,  Switzerland 80,000 

List  of  10  individual  largest  holdings  of  capital  stock  in  Midwest  Refining  Co. 

Total  outatandinir  capital  is  $25,000  divided  into  500,000  shares  of  the  par  value  of 

$50  each. 

Shares. 

Henry  Bondonneau,  Paris,  France 5,900 

Ohopy  &  Co.,  Paris,  France 5,904 

Equitable  Trust  Co.,  trustee  for  Mrs.  Mary  D.  Reed 7,500 

Equitable  Trust  Co.,  trustee  for  Verner  Reed 7,500 

Verner  Z.  Reed 12,144 

Wyoming  Securities  Co 7335 

•Debenture  &  Securities  Corporation 11,487 

Arthur   S.   Gibbs 30,180 

'International  Securities  Invest  Corporation 15,461 

P.  B.  DeCaplane,  Paris,  France 5,600 

^  These  are  two  Canadian  companies  which  hold  this  stock  for  their  respective  stock- 
holders  who  are  the  Canadians,  or  some  of  them,  referred  to  in  the  affidavit  of  W.  J. 
Hanna. 
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Mr.  SiNNOTT.  Bight  in  that  connection,  Mr.  Schuyler,  if  you  aui 
now  state  how  many  stockholders  own  a  majority  of  stock  in  each 
company,  the  Midwest  and  the  Refining  (Jo.,  I  wish  you  would 
do  so. 

Mr.  Schuyler.  The  Midwest  Oil  Co.,  as  shown  by  this  telegram, 
has  3,800  stockholders,  and  therefore  the  majority  would  be  nineteen 
hundred  and  some  odd.  The  Midwest  Kefining  Co.  has  in  the 
voting  trust  1,971  stockholders,  which  is  the  control  out  of  a  total 
stockholding  of  very  close  to  4,000. 

Mr.  SiNNOTT.  Nineteen  hundred  and  something  would  be  a  major- 
ity of  the  3,800,  but  how  many  individuals  own  the  majority  of  the 
stock,  the  control? 

Mr.  Schuyler.  The  1,900  individuals  in  the  Midwest  Oil;  and 
it  turns  out  it  is  1,971  in  the  Midwest  Refining  Co.  But  they  are 
widely  different  and  scattered  individuals. 

Mr!  SiNNOTT.  There  wouldn't  be  any  10  or  11,  for  instance,  who 
owned  51  per  cent? 

Mr.  Schuyler.  No. 

Mr.  SiNNOTT.  I  mean  individuals. 

Mr.  Schuyler.  No. 

Mr.  Taylor.  Mr.  Schuyler,  you  said  the  Midwest  Oil  Co.  was 
organized,  I  believe,  under  the  laws  of  the  State  of  Arizona,  did  you! 

Mr.  ScpiuYLER.  Yes. 

Mr.  Taylor.  And  the  Midwest  Refining  Co.  was  organized  imder 
the  laws  of  the  State  of  Maine? 

Mr.  Schuyler.  Yes. 

Mr.  Taylor.  What  is  the  object  of  these  companies  being  organ- 
ized under  those  States  instead  of  under  the  laws  of  Colorado  or 
Wyoming? 

Mr.  Schuyler.  Wellj  I  will  tell  you  what  actuated  us  in  the  Mid- 
west Oil  case.  The  Midwest  Oil  Co.  at  that  time  wanted  to  incor- 
porate cheap,  and  $6,000,000  cost  too  much  in  some  States  and  was 
very  cheap  m  Arizona.  ! 

Mr.  Taylor.  Because  we  have  rather  a  high  rate  in  Colorado  for 
incorporation? 

Mr.  Schuyler.  Yes,  quite  high.  And  the  Maine  corporation  was| 
selected  by  the  Midwest  Refining  Co.  because  it  has  a  gi'owingi 
popularity  in  the  laws  for  general  stockholders'  relations  and  so 
forth.  There  was  no  other  particular  reason,  except  we  thought  it 
was  quite  a  dignified  State  and  a  popular  State  for  financial  reasons. 

Mr.  Taylor.  What  do  you  think  about  meaning  or  effect  of  the 
last  section  of  the  House  bill,  section  31 

Miss  Eankin.  Before  you  get  to  that — in  regard  to  the  directors, 
may  I  ask  that  when  you  submit  the  list  that  IVlr.  Lenroot  asked  for, 
that  you  will  put  on  it  the  names  of  the  other  companies  in  which 
these  men  are  directors? 

Mr.  Schuyler.  Yes,  I  will  do  that.  In  other  words,  wherever 
there  is  a  common  directorate,  put  it  in. 

Miss  Rankin.  Yes;  with  other  oil  companies  or  other  mining  com- 
panies or  distributing  companies. 

Mr.  Schuyler.  I  will  do  that  very  fully,  as  follows : 

Directors  of  various  companies. 

Midwest  Refining  Co.:  Henry  M.  Blackmer,  R.  D.  Brooks,  J.  R,  Penn,  H.  0. 
Naylor,  L.  A.  Reed,  N.  S.  Wilson,  T.  A.  Dines,  Tyson  S.  Dines,  K.  C.  Schuyler. 
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The  Midwest  Oil  Co. :  L.  L.  Aitken.  Orvllle  Dines,  Tyson  H.  Dines,  Walter 
F.  Schuyler,  K.  C.  Schuyler. 

The  Reed  companies,  embracing  Bluestone  Oil  Co.,  Control  Oil  Co.,  Crescent 
Oil  Co..  California  Oil  Co.,  Castle  Creek  Oil  Co.,  Barbadoes  Oil  Co.,  Pinero  Oil 
Co.,  PItzhugh  Oil  Co.,  Henshaw  Oil  Co.,  Seattle  Oil  Co.  Directors  of  all  these 
are :  J.  L.  Warren,  C.  A.  Fisher,  C.  E.  Titus,  Tyson  S.  Dines,  Tyson  S.  Dines,  Jr. 

The  Merritt  Oil  Corporation :  C.  E.  Titus,  A.  E.  Humphreys.  Theo.  G.  Smith, 
C.  H.  Pforzheimer,  R.  S.  Ellison,  H.  A.  Jones,  Thomas  A.  Merritt,  J.  R.  Penn, 
K.  C.  Schuyler. 

Gra.ss  Creek  Petroleum  Co. :  B.  J.  Sullivan,  James  N.  Wright,  H.  M.  Rathvon, 
H.  A.  Jones,  C.  E.  Titus. 

Elk  Basin  Petroleum  Co. :  C.  H.  Pforzheimer,  Martin  Paskus,  W.  R.  Fawcett, 
K.  C.  Schuyler.  B.  H.  Hopkins. 

The  Chairman.  Is  there  a  separate  corporation  for  the  Midwest 
Pipe  Line  Co.  ? 

Mr.   SCHUTIiER.  No. 

The  Chairman.  That  is  operated  by  the  Midwest  Refining  Co.  ? 

Mr.  Schuyler.  That  is  owned  in  fee  by  the  Midwest  Oil  Co.,  and 
leased  to  the  Midwest  Refining  Co. 

The  Chairman.  So  the  Midwest  Oil  Co.  has  become  a  recipient  of 
royalty,  rather  than  any  active  concern  ? 

Mr.  Schuyler.  Practically  so  as  to  actual  operation.  It  iis  a 
method  of  fixing  their  price  for  crude  at  practically  50  per  cent  of 
the  gross  receipts. 

The  Chairman.  They  have  leased  their  pipe  lines  and  leased  the 
production  to  the  Midwest  Refining  Corporation,  organized  under 
the  laws  of  Maine,  so  that  they  are  now  doing  the  producing,  the 
refining,  and  the  pipe  lining? 

Mr.  Schuyler.  Yes,  sir;  that  is  right,  broadly  speaking.  There 
has  been  some  doubt  as  to  whether  the  contract  really  constituted  a 
lease,  or  whether  it  appointed  the  Midwest  Refining  Co.  as  an  agent. 

The  Chairman.  But  as  a  working  proposition  the  Midwest  R€- 
fining  Co.  does  do  all  the  producing;  does  do  all  the  pipe-line  carry- 
ing, and  does  do  all  the  refining? 

Mr.  Schuyler.  Yes,  sir;  that  is  right. 

The  Chairman.  And  the  Midwest  Oil  Co.  has  by  contractual 
relations  resolved  itself  into  a  landlord  for  the  pipe  line  and  a 
lessor  for  the  production? 

Mr.  Schuyler.  Yes,  sir;  broadly  stated  that  is  true. 

Mr.  Lenroot.  Does  the  contract  of  the  Midwest  Refining  Co.  with 
the  Midwest  Oil  Co.  require  the  Midwest  Refining  Co.  to  drill  where 
land  is  not  already  producing  ? 

Mr.  Schuyler.  Well,  it  requires  it  to  drill  diligently — of  course, 
consonant  to  the  title  condition. 

Mr.  Lenroot.  And  then  give  the  Midwest  Co.  50  per  cent  after 
the  first  deduction? 

Mr.  Schuyler.  Fifteen  cents  from  the  gross  price  received  from 
the  product  of  a  barrel  of  oil. 

Mr.  Lenroot.  So  it  is  really  50  per  cent  royalty,  less  15  cents  a 
barrel. 

Mr.  Schuyler.  It  isn't  a  royalty,  it  is  merely  a  method  of  arriving 
at  the  full  price  paid  the  landowner. 

Mr.  Lenroot,  If  it  was  a  royalty  it  would  be  exactly  that,  less  15 
cents  a  barrel.  Is  that  contract  made  by  the  Midwest  Refining  Co. 
with  any  other  locaters? 

47476—18 36 


542  OIL  LEASING  LANDS. 

Mr.  Schuyler.  It  is  made  with  the  Read  companies. 

Mr.  Lenroot.  With  any  others? 

Mr.  Schuyler.  And  with  this  Central  Wyoming  Oil  Developmenl 
Co.  with  some  price  modifications.  Outside  of  that  they  deal  gen 
erally  on  open  prices. 

Mr.  Lenroot.  What  is  the  avera^  royalty  paid  ? 

Mr.  Schuyler.  A  tenth  and  an  eighth.  It  is  different  in  the  dif 
ferent  fields  in  the  State. 

Mr.  Raker.  Mr.  Schuyler,  have  you  given  to  the  committee  thi 
other  proven  oil  fields  in  Wyoming! 

Mr.  Schuyler.  Yes,  I  have  covered  Salt  Creek. 

Mr.  Raker.  Now  are  there  any  except  those  you  have  given?  1 
will  put  it  that  way. 

Mr.  Schxtyler.  1  think  that  there  are  some  smaller  and  scattered 
ones,  but  I  will  have  to  inquire  of  Mr.  Fisher  and  give  a  list  of  thoa 
in  order  to  be  at  all  accurate. 

The  Chairman.  That  list  is  in  the  record,  63  in  number,  by  one 
of  the  other  witnesses — 63  domes  or  geological  formations. 

Mr.  Raker.  That  dome  proposition  don't  strike  me  very  strong 
but  I  was  fig^uring  whether  there  were  other  proven  oil  fields  oi 
actually  producing  oil  fields  outside  of  those  that  you  individually 
have  explained  to  the  committee. 

Mr  Schuyler.  I  think  there  are  several  smaller  ones.  May  I  pre 
sent  a  list  of  those? 

Mr.  Raker.  Yes;  but  are  they  producing  any  quantity  of  oil  no^ 
to  amount  to  anything? 

Mr.  Schuyler.  No,  not  to  speak  of. 

Mr.  Raker.  In  other  words,  these  you  have  named  are  the  ones  ill 
proven  oil  fields,  and  are  the  ones  practically  producing  all  the  oil| 
the  ffreat  bulk  of  the  oil. 

Ifr.  Fisher.  There  are  7  of  the  larger  fields  and  10  of  the  smallei 
ones.  Then  there  are  9  on  which  a  well  has  recently  been  found  but 
are  not  producing  yet.  But  they  have  found  a  well  above  5  or  IC 
barrels  production.  Then  there  are  4  old  fields  exhausted,  that  nevei 
have  been  of  any  commercial  importance,  making  a  total  of  about  2f 
different  districts  on  which  oil  has  been  discovered. 

The  Chairman.  Well,  Judge  Raker,  will  you  ask  him  to  furnish 
for  the  record  the  names  of  those  fields  and  the  areas  of  those? 

Mr.  Raker.  You  will  furnish  the  names  of  those  fields  and  the 
holdings  in  them. 

Mr.  Schuyler.  Yes;  all  proven  and  producing  fields,  and  what 
they  are  yielding. 

Mr.  Raker.  Now,  can  you  tell  us  about  the  amount  of,  or  the  num- 
ber of  barrels  per  day  produced — or  you  will  insert  that  in  the 
record  ? 

Mr.  Shuyi^er.  Yes,  A  full  statement  as  to  production  has  been 
inserted  at  the  close  of  my  statement  as  Table  B.  A  general  state- 
ment giving  the  fields  is  as  follows: 

Anticlinal  structures  inor  or  less  favorable  for  oil  uccumulation 120 

Proven  oll-bearinp  structures 2S 

Jjarpe  procluclnjc:  structures 7 

Small  producing  fields 10 

Fields  with  discoveries  onlv-- 11 
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New  fields  Just  discovered    (no  pro- 
duction yet) : 

1.  Notches. 

2.  Red  Spring. 

3.  Blue  Spring. 

4.  Powder  Station. 

5.  Upton. 

0.  Big  Sand  Draw. 

7.  Big  Hollow. 

8.  Hidden  Dome. 

9.  Old  Woman. 
Old  fields  (small) : 

1.  Rocky  Ford. 

2.  Lake  Valley. 
8.  Spence. 

4.  LaBarge. 


Large  fields: 

1.  Salt  Oeek. 

2.  Big  Muddy. 
8.  Grass  Greek. 

4.  Saddle  Rock,  or  Teapot  (U.  S. 

Naval  Reserve  No.  8). 

5.  Elk  Basin. 

6.  Pilot  Butte. 

7.  Hudson. 
Small  fields  (Production  very  slight) : 

1.  Gray  Bull. 

2.  Torch  Light. 

3.  Lost  Soldier. 

4.  Dallas 
6.  Cody. 

6.  Spring  Valley. 

7.  Plunkett. 

8.  Douglass. 

9.  Moorcroft. 
10.  Byron. 

Withdrawn  acreage  in  Wyoming,  8Ii3,(K74  ai-reH;  proven  land  comprises 
6,650  acres  of  this,  or  less  than  1  per  cent. 

Mr.  Raker.  How  is  the  ownership  as  to  the  original  owners,  as 
well  as  lessees,  affected  in  these  two  fields  that  Mr.  Fisher  spoke 
about?    Are  they  scattered  like  the  ones  named  by  you? 

Mr.  ScHUYUSR.  Yes,  undoubtedly  in  early  locatere,  or  perhaps  in 
more  recent  ones,  that  have  drawn  upon  other  people  to  furnish 
capital  for  development. 

Mr.  Raker.  What  particular  field  is  the  Roxana? 

Mr.  Schuyler.  I  don't  know,  Mr.  Raker.  I  think  the  testimony 
here  was  that  they  had  acquired  some  1,200  or  1,500  acres  of  patented 
land,  but  outside  of  that  they  have  gone  no  further.  Where  that  is 
I  do  not  know. 

Mr.  Raker.  Now  just  what  particular  fields  in  Wyoming,  proven, 
known  fields,  where  they  are  developing  oil,  is  the  Standard  Oil  Co. 
producing  oil? 

Mr.  ScHUTUER.  The  only  Standard  Oil  Co.,  so  called,  that  is  pro- 
ducing oil  in  Wyoming,  is  the  Ohio  Oil  Co. — unless  the  Prairie  Co., 
as  the  owner  of  the  126  acres  at  Lost  Soldier.  The  Ohio  Oil  Co.  is 
producing  oil  in  the  Grass  Creek  field. 

Mr.  Raker.  You  named  that  already. 

Mr.  ScHuinLER.  And  in  the  Elk  Basin  and  Bi^  Muddy. 

Mr.  Raker.  You  have  specified  about  the  Ohio  Oil  Co.  and  the 
Prairie  Oil  Co. ;  and  those  are  subsidiaries  of  the  Standard  Oil  Co., 
as  you  have  stated. 

Mr.  ScHUTLER.  I  do  not  call  them  subsidiaries,  but  they  are  Stand- 
ard Oil  companies.  I  don't  know  whether  they  call  themselves 
Standard  Oil  companies  as  such.  Wasn't  that  the  old  term  before 
dissolution?  Each  one,  I  think,  now  stands  as  a  Standard  Oil  com- 
pany. 

Mr.  Raker.  Now,  are  these  fields  widely  scattered  over  the  State 
of  Wyoming,  that  you  have  named  in  your  testimony,  as  well  as  the 
28  by  Mr.  Fisher  in  his  statement? 

Mr.  ScHTJTLER.  Yes,  they  are  very  widely  scattered.  For  illustra- 
tion, from  Salt  Creek  to  Grass  Creek  is,  as  the  crow  flies,  about  135 
miles  over  very  rough  and  mountainous  country;  and  from  Grass 
Creek  to  Elk  Basin  is  a  matter  of  80  miles,  isn't  it,  Mr.  Fisher? 
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Mr.  FiSHEB.  Something  like  that. 

Mr.  Schuyler.  A  matter  of  80  miles.  Big  Muddy  lies  southeast- 
erly from  Salt  Creek  about  48  miles.  And,  of  course,  Big  Muddy  is 
just  to  that  extent  48  miles  farther  from  Grass  Creek  and  Elk  Basin 
than  Salt  Creek  is.  It  is  a  country  of  great  distances,  and  very  diffi- 
cult to  travel. 

Mr.  Baker.  So  far  as  your  knowledge  goes,  in  a  general  way  was 
the  location  and  discovery  of  oil  something  similar  in  all  the  other 
places  to  those  described  by  you? 

Mr.  Schuyler.  I  am  quite  certain  that  is  the  general  condition. 

Mr.  Baker.  In  other  words,  was  it  the  real  prospector — the  wild- 
catter, if  you  please — who  went  out  and  by  actual  drilling  determined 
whether  oil  was  there  or  not? 

Mr.  ScHUTLER.  Yes,  sir;  that  is  true. 

Mr.  Baker.  Now,  are  any  of  those  fields  located  by  the  .geologist 
who  went  out  and  said,  "  You  will  get  oil  right  here  and  no  other 
place;  and  by  just  sinking  your  drill  down  you  will  get  it,"  before 
any  of  these  people  made  their  development  work?     fLaughter.] 

Mr.  Schutler.  I  know  of  no  case  where  the  geologist  has  been  the 
pioneer.  The  geologists  may  have  been  called  in  merely  to  advise  as 
to  where  to  drill  after  this  man  has  found  indications  or  has  done  a 
great  deal  of  work.  But  I  know  of  no  case  where  the  geologists  in 
the  first  instance  discovered  oil,  unless  it  may  be  said  that  Mr.  Har- 
rison, who  was  a  geologist  himself  by  profession,  with  his  associates 
at  Worland,  went  on  the  Grass  Creek  field. 

Mr.  Baker.  I  am  assuming  that  you  had  assistants  in  a  way.  but 
when  you  really  discovered  where  the  oil  was,  it  was  done  by  drilling 
the  wells? 

Mr.  Schuyler.  Yes,  sir. 

Mr.  Baker.  Now,  like  this  territory  that  you  have  named,  were 
you  advised  by  people  never  to  bore  outside  of  this  water  line? 

Mr.  Schuyler.  No,  we  worked  that  out  by  actual  drilling. 

Mr.  Baker.  You  did?  Where  were  the  geologists  around  there  at 
that  time,  that  they  didn't  tell  you  where  the  line  was? 

Mr.  Schuyler.  Yes,  Mr.  Fisher  did.  We  owe  him  a  lot,  too,  be- 
cause it  was  due  to  Mr.  Fisher  that  we  adopted  a  policy  of  doing  that 
drilling  which  resulted  in  the  conservation  of  that  field  against  the 
intrusion  of  water,  and  to  conserve  the  gas.  He  has  been  the  guiding 
star  in  that  respect. 

Mr.  Baker.  We  are  not  throwing  any  reflection  on  Mr.  Fisher. 
[Laughter.] 

Mr.  Schuyler.  No;  but  there  were  two  wells  there,  you  see  to 
guide  this  expert  geologist  when  he  arrived  there,  and  he  found  * 
producing  well  in  22  and  it  was  not  difficult  to  say  that  oil  existed 
in  this  neighborhood.  There  was  another  well  in  southeast  28,  and 
that  was  a  strong  indication  of  the  existence  of  a  field.  In  fact, 
Mr.  Stock  says  it  was  easy  enough  to  find  oil  or  to  say  that  there  was 
oil  in  Salt  Creek,  because  he  had  drilled  a  well  and  produced  it  oa 
the  ground.     fLaughter.] 

Mr.  Baker.  Now,  outside  of  the  water  line  there,  had  there  been  a 
number  of  wells  actually  drilled  there? 

Mr.  Schuyler.  There  have  been  now.    Do  you  mean  now? 

Mr.  Baker.  Yes;  up  until  your  first  drilling.  Had  there  been 
wells  drilled  out  around  that  territory? 
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Mr.  Schuyler.  Yes;  there  had  been  a  great  many  wells  drilled. 
But  in  Salt  Creek  we  proceeded  to  the  apex  of  the  dome,  and  under 
the  drilling  scheme  which  was  provided  for  it  was  to  approach  quite 
gradually  to  the  outer  limits,  where  we  first  commenced  to  get  a 
trace  of  water.  Then  our  successful  development  in  Salt  Creek 
attracted  a  great  deal  of  capital  there  to  drill,  in  the  hope  of  finding 
oil  adjacent  to  it.  So,  out  there  to  the  west  of  Salt  Creek,  many  of 
these  so-called  shale  wells  have  been  sunk,  and  in  a  small  number, 
I  think,  they  have  gotten  a  little  oil,  but  production  is  not  satisfac- 
tory. But  I  suppose  that  out  at  West  Salt  Creek  there  are  some 
ten  oil  companies  that  are  producing  oil  from  these  shale  wells  which 
they  have  drilled  in  that  vicinity,  and  some  in  the  southern  end  are 
producing  some  oil,  particularly  the  Williams  well  that  I  told  you  of. 
That  oil  we  buy  on  open  price  and  carry  through  our  pipe  line, 
which  is  the  only  facility  available  there. 

Mr.  Kaker.  Y  ou  have  demonstrated  that  the  way  to  tell  what  was 
there  was  by  actual  drilling. 

Mr.  ScHxnrLER.  Yes. 

Mr.  Raker.  With  the  assistance  of  others  that  you  could  get. 

Now,  could  you  give  the  committee  an  idea  of  how  much  money 
has  been  expended  on  wells  outside  of  those  that  are  actually  pro- 
ducing oil? 

Mr.  Schuyler,  In  Salt  Creek  ? 

Mr.  Raker.  Yes. 

Mr.  ScHUTLER.  I  would  say  that  the  drilling  program  of  the  last 
three  years,  outside  of  Salt  Creek  sand  area,  including  the  Tisdale 
dome,  which  lies  quite  a  ways  from  Salt  Creek  in  this  same  vicinity — 
in  other  words,  they  have  taken  around  Salt  Creek  a  radius  of  40  or 
50  miles  and  drilled  wells.  I  presume  the  drilling  expenditure  in- 
volved in  the  neighborhood  of  Salt  Creek  there  has  Deen  from  a 
million  to  a  million  and  a  half  dollars. 

Mr.  Raker.  And  no  results  obtained? 

Mr.  Schuyler.  Some  in  that  shale  territory. 

Mr.  Raker.  Outside  of  the  shale  territory? 

Mr.  Schuyler.  No. 

Mr.  Raker.  Would  that  same  statement  apply,  generallv  speaking, 
to  the  other  known  fields  that  you  have  described  this  afternoon? 

Mr.  Schuyler.  Yes;  other  fields  have  had  their  like  response  in 
drilling  in  the  neighborhood. 

Mr.  Kaker.  Also  the  28  named  by  Mr.  Fisher. 

Mr.  Schuyler.  I  am  not  so  familiar  with  those.  Judge  Raker.  I 
know  in  all  these  places  they  spend  money;  they  go  into  actual 
work  and  try  to  find  something. 

Mr.  Raker.  What  I  am  trying  to  find  out  is  if,  as  a  matter  of  fact, 
take  it  all  over  the  State  of  Wyoming,  there  have  been  large  for- 
tunes expended  in  drilling,  prospecting,  and  working  for  oil  wells, 
where  none  were  found. 

Mr.  Schuyler.  Oh  yes,  a  great  deal  of  money  has  been  spent.  Mr. 
Shoup,  I  think,  to  whom  I  referred  once  in  my  statements — I  think 
he  had  figured  up  that  there  must  have  been  from  $3,000,000  to 
$4,000,000  spent  in  Wyoming  without  any  returns. 

Mr.  Raker.  Could  you  give  the  committee  any  idea,  just  offhand, 
as  to  the  approximate  number  of  locaters  now  who  have  staked  their 
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claims  and  recorded  their  notices  under  the  placer-iuining  law  for  oil 
wells,  who  have  no  known  territory,  or  no  wells  bored  ? 

Mr.  Schuyler.  It  is  an  exceedingly  difficult  question. 

Mr.  Rakjbr.  I  know  it  is. 

Mr.  Schuyler,  Except  just  in  a  general  way.  We  know  that  the 
records  of  the  different  counties  are  filled  with  location  certificates 
and  we  hear  every  now  and  then  of  a  new  rig  going  out  here  and 
another  going  there,  and  a  field  of  so  many  acres  having  been  located 
and  subsequently  abandoned.  But  I  was  indulging  in  speculation  the 
other  day  after  that  question  was  asked,  and  I  figured  with  the  party 
I  was  talking  with  that  it  would  not  be  out  of  the  way  to  think  that 
10,000  or  15,000  people  were  interested  in  locations  of  one  kind  and 
another,  with  their  hopes  staked  on  them,  in  the  State  of  Wyoming. 

Mr.  Kaker.  Could  you  give  the  committee  anything  in  regard  to 
the  acreage  that  would  be  thus  covered  by  these  15,oSo  prospectors 
and  claimants? 

Mr.  Schuyler.  Only  the  roughest  kind  of  a  guess.  I  imagine 
20,000  acres  perhaps — ^twenty  or  thirty  thousand. 

Mr.  Lenroot.  There  are  more  than  20,000  acres,  aren't  there? 

Mr.  ScHUVLifiK.  Well,  8  persons  on  a  claim,  and  then  10  acres  apiece. 

Mr.  Lenroot.  Well,  that  ought  to  be  300,000,  with  15,000  people. 

Mr.  Schuyler.  Wellj  I  don't  know.  Of  course,  that  is  only  an 
estimate. 

Mr.  Raker.  I  had  an  idea  that  might  run  up  into  the  neighborhood 
of  a  million  acres,  roughly  estimated. 

Mr.  Schuyler.  Of  course,  I  am  speaking  now  of  the  places  where 
they  are  still  hopeful  of  doing  something. 

Mr.  Raker.  I  am  just  figurmg  all.  I  want  to  take  that,  and  then  I 
want  to  ask  the  other  question,  taking,  in  your  observation,  the  num- 
ber of  claims  you  have  given,  and  now  approximately  the  number  of 
acres  of  land  that  are  covered  by  mining  locations,  where  the  parties 
have  done  something. 

Mr.  Schuyler.  Proven  or  unproven? 

Mr.  Raker.  Yes ;  that  is  what  I  am  talking  about  I  am  talking 
about  unproven,  principally. 

Mr.  Schuyler.  But  you  mean  where  they  have  proven  disastrous, 
or  are  still  unproven  ? 

Mr.  Raker.  Take  it  on  unproven  altogether. 

Mr.  Schuyler.  I  should  say  seventy-five  or  eighty  thousand  acres. 
I  was  trying  to  narrow  it  down  to  the  groups  that  were  left. 

Mr.  Raker.  Now  those  who  have  filed  their  applications  and  re- 
corded them  and  struck  .their  stakes  and  done  some  work — ^built  a 
cabin  and  got  ready  to  get  on  the  work — have  you  figured  on  any  re- 
lief being,  given  them? 

Mr.  ScHurLER.  Well,  this  section  17,  if  they  have  actually  started 
work,  will  give  them  relief.  It  will  give  them  the  right  to  prosecute 
their  claim  to  its  logical  result  and  patent. 

Mr.  Raker.  Well,  is  it  your  theory  then  that  all  bona  fide  claim- 
ants up  to  the  present  time,  who  have  made  their  application  in 
regular  order,  by  marking  on  the  ground  and  recording  under  the 
United  States  law  and  under  the  statutes,  if  these  are  any  requir- 
ing the  recording  of  it,  and  have  done  the  assessment  work  up  to  the 
present  time — that  they  should  be  given  the  right  to  continue,  and 
if  they  discover  oil,  to  obtain  patent? 
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Mr.  ScHUTLEB.  On  unwithdrawn  land,  yes. 

Mr.  Kakeb.  But  you  have  no  means,  and  you  do  not  know  where 
we  could  get  the  information  as  to  the  amount  of  land  thus  covered, 
even  in  T^omingt 

Mr.  Schuyler.  I  think  that  the  chief  of  the  Field  Division  of 
Wyoming  would  have  a  pretty  accurate  idea  as  to  developments 

Sdng  on  in  that  State.  They  watch  everything  very  closely,  and 
ey  have  a  host  of  assistants  to  see  what  developments  are  going 
on.  You  must  bear  this  in  mind :  One  reason  why  I  am  strongly  in 
favor  of  section  17  is  this — ^the  first  paragraph — ^that  the  Govern- 
ment here  after  seven  years  of  intensive  study  of  the  Wyoming  sit- 
uation ;  after  imposing  upon  the  State  total  withdrawals  of  833,000 
acres,  have  stated  that  they  have  withdrawn  all  land  which  they  be- 
lieve or  suspect  to  contain  oil.  Now  what  is  the  situation  dealt  with 
by  the  first  paragraph  of  section  17?  That  is  a  situation  where  a 
man  on  unwithdrawn  land — ^in  other  words,  on  land  where  after 
seven  years'  study  the  Government  has  said  that  there  is  nothing 
there  tnat  they  thmk  it  worth  while  making  an  order  of  withdrawal 
upon,  yet  upon  that  type  of  land  you  find  men  spending  their  money, 
notwitnstandin^  that  the  Government  says  it  is  not  worth  writin;? 
the  papers  of  withdrawal  upon. 

Mr.  Saker.  And  after  the  Government  has  done  its  work  and  alJ 
the  rest,  you  believe  that  the  land  that  is  not  withdrawn,  not  prove0 
territory,  should  be  thrown  open  and  continued  open  to  give  the 
prospector,  a  man  willing  to  develop  it,  an  opportimity  to  fiji<' 
these  oil  strata  and  oil  fields  if  he  canf 

Mr.  Schuyler.  So  far  as  they  are  at  present  upon  the  land,  and 
in  process  of  work,  as  contemplated  by  the  first  half  of  section  17 ; 
for  the  Government  says  they  have  exhausted  the  field  and  have 
withdrawn  everything  worth  withdrawal.  I  think  the  least  that 
should  be  done  would  be  to  let  them  perfect  those  claims  where  they 
are  spending  their  money,  but  then  subject  all  the  land  there,  excont 
those,  to  the  one  consistent  scheme  of  leasing.  That  seems  to  be  the 
present  policy.  But  the  saving  clause  would  protect  men  in  the  sit- 
uation you  have  snoken  of. 

Mr.  Lenboot.  Do  you  think  there  would  be  anything  like  the 
amount  of  leasing  in  the  State  of  Wyoming  if  the  bill  is  amended 
as  you  propose? 

Mr.  ScHUTuai.  Yes,  for  it  affects  only  unwithdrawn  territory. 

Mr.  Lenroot.  I  mean  preferential  leases  and  all — ^that  the  area 
would  be  subject  to  the  general  scheme  of  leasing  in  Wyoming? 

Mr.  ScHUTLER.  All  the  withdrawn  lands  would  be  under  that,  as 
I  understand  it,  except  when  it  gets  on  special  relief. 

Mr.  Lenroot.  Would  we  take  care  of  all  locaters,  irrespective  of 
where  they  were? 

Mr.  ScHtJTLER.  Well,  under  the  balance  of  section  17,  you  would^ 
the  relief  section.  Under  the  first  half  the  land  not  yet  withdrawn, 
the  Grovemment  says,  **The  832,000  acres  withdrawn  in  Wyoming 
embraces  everything  we  think  contains  oil."  That  means  832,000 
acres  of  withdrawn  land,  with  perhaps  5,600  acres  where  there  am 
producing  oil  wells  and  could  call  for  relief.  And  that  leaves  then 
some  828,000  acres  of  withdrawn  oil  lands  in  the  State  of  Wyominjr 
subject  to  the  operation  of  the  general  terms  of  the  bill  as  to  leas- 
ing, or  the  rest  of  section  17. 
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Mr.  Lenroot.  Or  16. 

Mr.  ScHUTUSR.  Or  16. 

Mr.  Elston.  That  leaves  the  savins  clause  under  section  17  to 
apply  only  to  the  outcast  lands,  outside  of  that  800,000  acres  that 
the  government  geologists  have  felt  is  not  oil  territory  at  all. 

Mr.  Schuyler.  Yes;  that  is  right. 

The  Chairman.  Gentlemen  of  the  committee,  I  hope  we  can  con- 
clude with  this  witness  within  a  very  few  minutes. 

Mr.  Raker.  Within  the  last  four  years,  as  it  relates  to  Wyoming. 
have  there  been  locations  and  claims  under  the  placer  mining  law  for 
oil  lands  in  Wyoming  upon  lands  that  were  not  within  withdrawal! 

Mr.  Schufler.  Oh,  yes;  there  is  some  work  going  on  outside  of 
withdrawals.  Take  that  dome  that  is  southeast  of  Salt  Creek,  the 
Teapot  dome,  that  is  withdrawn,  but  there  has  been  a  large  acreage 
located  outside  of  that  withdrawal. 

Mr.  Raker.  Men  still  have  hope  and  still  are  willing  to  give  their 
time  and  money  to  prospecting,  as  they  did  in  '49,  if  they  can  find 
something  on  the  public  domam  and  develop  it? 

Mr.  Schuyler.  Yes,  sir.  There  is  a  very  active  and  inteasive 
drilling  program  going  on  outside  the  Teapot  dome. 

Mr.  Taylor.  I  want  to  reserve  the  right  to  ask  two  or  three  ques- 
tions to-morrow  or  some  time  before  Mr.  Schuyler, goes  away. 

The  Chairman.  Well,  if  you  are  through  with  your  general  state- 
ments, Mr.  Schuyler,  we  will  hear  Mr.  Freeman  now. 

Mr.  Schuyler.  I  thank  you  very  much,  Mr.  Chairman  and  mem- 
bers of  the  committee. 

Tabfjc  a. — {Showing  list  of  companies  and   their  proven   holdings  in  variovt 
fleldSy  also  percentages  which  each  holds  of  entire  field. 


Name  of  company. 


Acreage. 


SALT  CREEK. 


Percentage 
of  field. 


Midwest  Oil 

New  Bradford , 

Northwestern 

WyominR  OU  Fields 
Ihaepondent  lease. . . . 

California  Oil 

Bluestone  Oil 

Crescent  Oil 

Barrados  Oil , 

Control  Oil 

PineroOil 

Seattle  Oil 

Fit8hu«hOil 

HenshawOil 


Total. 


BIG  1CUDD7. 


Ohio  Glen  Roclc 

OhioMerrit 

Ohio  Hurst 

OhioCarlin 

Ohio  Kinney 

Elk  Horn 

Merrit  <Sc  Merrit  Annex 

Northwest 

Producers 

Midwest  Refining 

Atldnson 


Total. 


»  Oil  contracted  to  Midwest  Refining  Cx). 

s  Midwest  Refining  Co.  holds  almost  60  per  cent  of  capital  stock. 


OIL  LEASING  LANDS. 


549 


Table  A. — Showing  list  of  companies  and  their  proven  holdings  in  various 
fields,  also  percentages  ichich  each  holds  of  entire  field — Ck>ntiDued. 


Name  of  company. 

Acreage. 

Parentage 
o(  field. 

MlrivAqt  Reflnixiff 

OBAflB  CBBXK. 

4flO 

1,333 

206 

60 

ia23 

Ohio  Oil 

.64 

Grass  CrttPik  PAtroImm 

t.lO 

Omhfird 

.08 

Total 

2,050 

.00 

ELK  BASIN. 

lUdwest  RAflnlni; 

212 

80 

163 

1.47 

Elk  RftmTY  P^^tTQlenm 

«.17 

Ohio  Oil - - --.- 

.8ft 

Total 

455 

.00 

PILOT  BUTTE. 

Glen  Rock  Oil 

470 

• 

3 

1  Midwest  Refining  Co.  holds  lease. 

s  Midwest  Refining  Co.  holds  61  per  cent  of  capital  stock. 

Holdings  by  various  companies  of  lands  adjacent  to  those  referred  to  in  the 
preceding  statement  as  proven,  hereinafter  referred  to  In  the  statement  as 
lands  speculative  as  to  value,  or  In  some  Instances  already  proven  as  valueless ; 
some  of  which  adjacent  lands  are  patented  and  some  of  which  are  located  lands. 

THE    SALT    CKEEK    OIL    FIELD. 

The  proven  field  lies  in  the  east  half  of  township  40,  range  79  west,  and  in 
sections  1,  2,  and  3,  township  39,  range  79  west.  The  lauds  sought  to  be  de- 
scribed under  the  general  caption  above  lie  in  the  west  half  of  township  40, 
range  79,  in  that  part  of  the  east  half  of  township  39,  range  79  west,  lying 
south  of  said  sections  1,  2,  and  3  thereof,  and  in  the  westerly  part  of  township 
40,  range  78  west,  adjoining  proven  Salt  Creek  on  the  east.  Within  these  out- 
side areas  many  claims  were  filed,  not  only  by  the  Fitzhugh-Henshaw  locators^ 
whose  total  filings  on  Salt  Creek,  including  those  within  the  proven  area, 
amounted  to  20,000  acres,  but  by  many  other  claimants  of  old  and  recent  date, 
some  inside  the  withdrawal  and  some  outside;  this  area,  now  under  discussion, 
consists  of  that  referred  to  in  the  statement  as  "shale  territory."  Of  the 
Fitzhugh-Henshaw  locations,  about  16,000  acres  was  on  this  shale  area;  at 
the  time  of  their  locations,  nothing  known  definitely  as  to  what  was  valuable 
and  what  was  not ;  of  the  claims  on  the  shale  area,  about  4,000  acres,  roughly 
speaking,  was  passed  by  deed  to  the  Midwest  Oil  Co.,  and  about  12,000  to 
the  Reed  companies ;  as  to  a  large  part  of  this  16,000  acres,  many  other  claim- 
ants assert  rights  by  way  of  conflicting  locations  and  claims;  so  that  condi- 
tions as  to  claims  and  titles  are  uncertain,  and  an  exact  statement  would  call 
for  Investigations  to  date  for  innumerable  details  not  now  in  command  of  the 
witness. 

Id  the  southerly  half  of  section  11,  township  39,  range  79  west,  the  Midwest 
Oil  Co.  holds  a  deed  to  120  acres  of  patented  land,  on  which  oil  has  been  dis- 
covered recently  at  a  depth  of  about  2,200  feet. 

TEAPOT  DOME. 

This  structure  is  the  one  a  part  of  which  was  withdrawn  as  Naval  Reserve 
No.  3.    It  lies  southeasterly  from  Salt  Creek  oil  field. 

In  an  early  day,  all  this  structure,  both  that  within  and  that  without  the 
limits  of  the  naval  reserve,  was  subjected  to  oil  placer  locations. 

A  company  called  the  Standard  Exploration  Co.  acquired  locations  on  a  large 
Qnmber  of  claims,  and  the  Societe-Belgo  likewise  acquired  large  holdings  of 
claims. 

The  Standard  Co.  conveyed  its  claims  to  a  company  called  the  Pioneer  Oil 
&  Development  Co.,  which  latter  leased  its  claims  to  the  Midwest  Oil  Co. 
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The  Societe-Belgo  leased  its  claims  to  the  Wyoming  Oil  Fields  Ck>. 

The  Pioneer  Co.  claimed  several  thousand  acres  and  the  Societe-Belgo  like- 
wise claimed  several  thousand.    The  exact  areas  are  not  in  hand. 

The  Wyoming  Oil  Fields  Co.  and  the  Midwest  Oil  Co.  as  the  lessees  bare 
done  assessment  work  on  the  claims,  and  together  drilled  a  test  well  to  a  depth 
of  about  700  feet. 

ELK   BASIN   OIL   FIELD. 

About  3,700  acres  were  located  and  held  by  lease  by  the  Elk  Basin  Petroleum 
Co.,  The  Ohio  Oil  Co.  and  the  Midwest  Refining  Co.  in  about  the  same  pro- 
portion as  the  proven  areas  thereof  are  respectively  held  by  said  companiefl 
as  set  forth  in  the  preceiling  portion  of  Table  A.  The  area  outside  of  the 
proven  area  stands  practically  disproven  as  to  oil  content 

GRASS    CHEEK   OIL   FIEIJ). 

Total  located  originally  by  grantors  of  Grass  Creek  Oil  &  Gas  Co.,  which  now 
holds  same  subject  to  lease  to  Midwest  Refining  Co.,  about  3,000  acres;  of 
this  producing  area  has  narrowed  to  about  500  acres  leased  to  Midwest  Re- 
fining Co.  and  260  leased  to  the  Ohio  Oil  Co.;  the  remaining  oll-prodnciof; 
ground  is  patented  or  proceeds  from  sources  of  title  other  than  the  Grass  Creek 
Oil  &  Gas  Co.  claims. 

The  antecedents  of  the  Mexico- Wyoming  Oil  Co.  claim  to  have  located  some 
5,300  acres  on  this  field,  which  is  an  acreage  practically  coextensive  with  the 
withdrawal  made  May  6,  1914,  by  the  Government. 

The  proven  area  embraces  2,059  acres  as  shown  in  preceding  statement;  the 
balance  stands  disproven  as  to  oil-bearing  value. 

BIG   ICUDDT   OIL   FIELD. 

The  great  majority  of  the  lands  proven  to  be  valuable  for  oil  in  this  field  Is 
land  patented  to  private  owners  and  leased  to  the  operating  companies,  or 
granted  to  the  State  as  State  or  university  lands,  and  by  the  State  leased  to 
various  operating  concerns. 
The  proven  acreages  are  given  in  the  preceding  statement 
The  areas  outside  that  given  as  proven  held  by  lease  by  the  Midwest  Re- 
fining Co.  is  approximately  1,000  acres ;  and  by  the  Merritt  Corporation,  in  the 
stock  of  which  the  Midwest  Refining  Co.  is  largely  Interested,  3,000  acres. 

Table  B. — Showing  the  producing  companies  and  their  respective  produdUm 
in  Salt  Creek  field,  also  the  percentages  of  each  of  the  entire  output. 

SALT  CREEK. 


Name  of  oompany. 


Midwest  Oil  Co 

Wyoming  Oil  fields 

New  Bnid'ord  Co 

North  wenern  Oil  Co 

HJorthOllCo 

Ohio  Curtis  Cx) 

EoonomvOlICo 

E.  T.  Williams  OU  Co.. 

Wyokans  Oil  Co 

Independent  lease 

Associated  companies... 

Total 


Annual 

production 

1917. 


1,339.000 

045.000 

134,000 

31,000 

85,000 

1,000 

14,000 

17,000 

7,000 

330.000 

1,120,000 


3,840,000 


Percent- 
age of 
total 

output. 


0.347 
.348 
.083 
.008 
.000 
.0003 
.0086 
.004 
.002 
.08 


To  whom  sold. 


Midwest  BeOniof  Co. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


BIG  MUDDY. 


Merrlt  Oil  Corporation. 

147,000 

102,000 

1,000 

63,000 

81,000 

348,000 

0.38 
.17 
.003 
.11 
.06 
.43 

Midwest  BeflidivCo^ 
Do. 

Flk  Horn  Co 

Northwest  Oil 

Do. 

Producers  Oil. 

Texas  Oil  Co 

Ohio  Oil  Co 

Total... - 1 * 

502,000 

1.01 
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in  Salt  Creek  field,  etc. — Continued. 

GRASS  CREBK. 


NuDB  of  oompany. 


Grass  Cra^  Petroleom... 

llldwest  BeOning 

Oitdiard  Lease 

Ohio  OU  Co 


Total. 


Annual 

prodiicUcn 

1917. 


827.000 

808,000 

114,000 

1,641,000 


•Re  Of 

total 

output. 


2,786,000 


0.12 
.28 
.04 
.65 


To  whom  sold. 


.99 


Midwest  Beflning  Co. 
Do. 
Do. 
Part  to  Midwe.^  Reftn- 
iDff    Co.,      remainder 
shipped  by  Ohio  Co. 
to  Reglna. 


ELK  BASIN. 


Midwest  ReAningCo. 
Elk  Basin  Petroleum. 
Ohio  OU  Co 


Total. 


Five  Hundred  Co.... 
Western  Expiration. 

WyopoCo 

Hudson  Oil  Co 


ToUl. 


607,000 
828,000 
679,000 

0.39 
.22 
.38 

1,504,000 

.90 

Midwest  Refining  Co. 
Do. 
Do. 


GREYBULL  AND  TORCHLIGHT. 

MldwfKft  Rfflnlug  Co 

29.000 
8,000 

0.78 
.21 

Midwest  Refining  Co. 

Ohio  Oil  Co , - 

Do. 

»         * 

37,000 

.99 

PILOT  BUTTE. 

HaUOiICo 

0,600 

Not  marketed  at  present. 

LANDER. 

Largely  to  Midwest  R^ 
fining  Co. 


The  Chairman.  State  your  full  name  and  whom  you  represent, 
Mr.  Freeman. 

STATEMENT  OF  MB.  P.  W.  FBEEMAU,  OF  SENYEE,  COLO.,  BEFEE- 

SENTINO  THE  TEXAS  CO. 

Mr.  Freeman.  My  address  is  Denver,  Colo.,  and  I  represent  the 
Texas  Co. 

The  Chairman.  What  holdings  do  you  represent? 

Mr.  Freeman.  Well,  I  am  not  prepared  to  make  a  definite  state- 
ment of  the  holdings.    We  are  not  on  any  withdrawn  lands. 

The  Chairman.  What  is  the  total  acreage  that  you  are  claimants 
for  on  the  unwithdrawn  lands? 

Mr.  Freeman.  We  have  leases  in  the  public  domain  outside  of 
withdrawal  that  would  aggregate  probably  ten  or  twelve  thousand 
acres,  scattered  in  different  places  over  the  whole  State  of  Wyoming. 
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The  Chairman.  What  commercial  leases  have  you,  if  any?  I 
mean  by  that,  either  lands  leased  from  the  State  or  deeded  lands 
leased. 

Mr.  Freeman.  We  have  two  or  three  stations,  and  we  have  800 
acres  in  Big  Muddy,  commercial  leases. 

The  Chairman.  What  is  the  total  daily  production? 

Mr.  Freeman.  I  couldn't  say  just  how  much,  but  probably  twelve 
or  fourteen  hundred  barrels  a  day.  I  will  say  by  way  of  introduc- 
tion that  we  are  not  interested  primarily  in  the  relief  features  of 
this  bill,  although  we  are  in  sympathy  with  the  general  idea  of  the 
proper  recognition  of  the  activities  of  our  competitors  who  are  there. 

There  are  two  points  about  which  we  are  interested  and  concerned. 
First,  the  limitation  of  acreage  to  a  single  lease  in  the  public  do- 
main, whether  that  lease  be  640  or  6,040.  It  is  our  belief  that  if  we 
are  not  entitled  to  a  much  larger  acreage  than  one  640  acres  or  mul- 
tiple of  those  leases,  that  it  would  discourage  and  retard  the  promo- 
tion of  exploration  in  territory  such  as  Wyoming.  Therefore,  I  con- 
fidently believe  that  if  the  bill  is  designed  to  encourage  developments, 
it  must  allow  those  who  are  engaged  in  it  more  than  one  place  at 
a  time,  in  order  that  they  may  play  the  law  of  averages.  It  is  not 
our  belief  that  a  company  organized  for  the  production  of  oil  can 
do  so  successfully  and  conservatively,  so  far  as  the  public  domain  is 
concerned,  if  it  is  bound  to  stay  and  predicate  all  of  its  investment 
in  that  domain  in  the  one  lease.  Under  the  terms  of  the  House  bill. 
if  we  take  one  lease  of  640  acres  we  have  taken  all  that  we  can  hold 
under  the  terms  of  the  House  bill.  We  favor,  just  as  a  commercial 
necessity  in  the  public  land  States  in  the  West,  the  right  to  take  a 
larger  acreage  and  distribute  those  acreages  in  diversity — ^a  multi- 
plied number  of  prospects. 

We  have  drilled  in  the  last  year  and  a  half,  I  think,  in  four  places; 
three  in  Wyoming,  and  one  in  Montana.  We  found  oil  in  one  place 
only.  I  mean  one  place  only,  but  under  this  bill  our  activities  would 
be  limited  so  far  as  the  public  domain  is  concerned — and  the  public 
domain  is  the  large  area  that  is  available  in  those  States.  Private 
ownership  is  very  slight  in  Wyoming.  It  is  our  belief  that  conserva- 
tive oil  men  must  have  an  opportunity  to  play  this  very  hazardous 
game  on  a  variety  of  these  domes  or  prospects,  in  order  to  make  it 
conservative  and  attractive  and  profitable. 

So,  from  that  viewpoint,  if  the  House  bill  prevails,  it  seems  to  us 
that  it  will  curtail  rather  than  encourage  the  activity  of  people  in 
the  oil  business  to  find  oil  in  Wyoming. 

The  second  point  of  our  objection  is  on  section  22,  which  in  the 
opinion  of  our  attorneys 

Mr.  Lenroot  (interposing).  That  is,  the  House  bill? 

Mr.  Freeman.  I  think  it  is  the  same  in  both  bills.  I  think  it  hap- 
pens to  be  the  same — that  the  bill  appears  to  limit,  and  even  pro- 
hibit the  holding  or  operation  by  a  company  which  has  a  pipe  line 
or  refinery,  of  any  lease  at  all  except  such  leases  as  may  come  to 
them  under  the  provisions,  of  16  and  17  of  this  bill.  Now  if  our  at- 
torneys are  right  on  that,  since  we  are  producers  and  refiners  and 
pipe-liners,  we  would  be  forbidden  to  have  any  lease  at  all  in  the 
public  domain,  unless  we  had  a  lease  that  would  come  under  the  pro- 
visions of  16  and  17,  which  are  in  the  nature  of  remedial  rather  than 
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lease  provisions  of  this  proposed  legislation.  Now  it  is  on  that 
point  we  are  very  much  concerned,  because  it  has  been  our  hope  that 
if  we  got  sufficient  oil  in  Wyoming  we  might  break  this  monopoly 
of  the  Midwest — ^if  it  is  a  monopoly — in  refining.  [Laughter.]  We 
have  gone  so  far  with  the  encouragement  we  have  had  in  Big  Muddy 
to  buy  a  considerable  acreage  there  on  which  to  erect  tanks  and  re- 
fineries. Now  if  this  bill  is,  as  our  attorneys  believe,  prohibitive  of 
our  holding  leases  in  the  public  domain,  except  such  as  are  covered 
by  16  and  17,  we  are  ready  to  move.  There  is  nothing  else  for  us  to 
do  unless  we  can  find  considerable  State  land  or  private  land.  And 
instead  of  destroying  competition,  if  that  interpretation  is  right,  we 
are  forbidden  to  compete  with  these  gentlemen  in  that  particular 
line  of  business. 

The  Chairaian.  You  are  pipe-liners  and  refiners  now? 

Mr.  Freeman.  We  are,  yes,  sir. 

The  Chairman.  Out  there  ? 

Mr.  Freeman.  We  are  not  there,  because  we  haven't  enough  oil  to 
build  a  pipe  line. 

The  Chairman.  Where  are  you  producing  oil  now  ? 

Mr.  Freeman.  In  Texas  and  Oklahoma  and  Louisiana. 

The  Chairman.  You  are  engaged  in  the  pipe  line  and  refining 
business  now  ? 

Mr.  Freeman.  Oh,  yes ;  extensively.  We  have  a  pipe  line  also  in 
Illinois,  just  out  from  Chicago. 

Mr.  Eaker.  What  did  the  witness  say  his  company  was  ? 

Mr.  Freeman.  The  Texas  Co.  Those  are  our  two  points  of  ob- 
jection, gentlemen.  I  do  not  wish  to  go  into  an  exhaustive  discus- 
sion of  it,  but  I  simply  call  attention  to  that  fact.  It  is  our  view  that 
the  maximum  allowed  should  be  much  larger  than  is  contemplated, 
and  that  it  should  be  permissible  for  us  to  explore  and  seek  oil  on 
more  than  on  one  location  at  a  time;  and  to  engage  in  refining  and 
pipe  lining  without  any  prohibition  or  inhibition.  If  we  can  not, 
Why  then  the  Midwest  undoubtedly  have  a  lead-pipe  monopoly  on 
refining  in  Wyoming.  Our  program  has  been  very  extensive  and  we 
were  rather  optimistic  that  we  were  going  to  split  this  business  with 
them  right  early,  and  if  this  bill  prevails  it  surely  will  be  good  night 
for  us  in  Wyoming.     [Laughter.] 

Mr.  Elston.  Did  you  see  anything  in  the  attitude  of  the  Midwest 
people  here  indicating  that  they  were  opposed  to  your  proposition? 

Mr.  Freeman.  Absolutely  nothing. 

Mr.  Elston.  So  they  don't  seem  to  fear  the  competition,  do  theyt 
[Laughter.] 

Mr.  Freeman.  So  far  as  I  know,  the  gentlemen  are  very  good 
neighbors  and  have  never  given  us  any  trouble  out  there  so  far.  If 
they  had,  probably  I  would  not  have  given  them  that  15  minutes. 
[Laughter.] 

The  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Freeman  any  further  questions? 

Mr.  Baker.  You  haven't  any  concrete  suggestion  as  to  the  amend- 
ments of  this  section,  have  you  ? 

Mr.  Freeman.  Our  suggestion  is  that  the  maximum  allowance 
should  not  be  less  than  4,800  acres.  I  think  that  is  the  provision  in 
the  Indian  law ;  and  that  we  should  be  allowed  to  take  that  4,800 
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acres  in  some  relation.  That  zone  idea  which  was  suggested  by  the 
oil  section 

Mr.  Saker  (interposing).  The  structure  idea? 

Mr.  Freeman.  Yes,  whether  geographic  or  geologic  I  have  no 
opinion. 

Mr.  Raker.  So  long  as  you  are  given  an  opportunity  to  work? 

Mr.  Freeman.  To  take  our  fly  at  the  place  tnat  looked  good  to  us. 
Now  we  do  not  follow  the  geologist.  If  we  did  we  could  miss  it  a 
good  many  times.  Where  might  be  a  possibility  of  finding  some- 
thing. The  question  was  raised  as  to  whether  there  were  any  people 
foolish  enougn  to  drill  on  these  lands  not  withdrawn^f ter  the  Gov- 
ernment had  taken  its  choice.  We  are  upon  them.  We  are  drilling 
just  out  on  the  roadbed  between  Casper  and  Salt  Creek.  We  don't 
know  that  we  are  going  to  find  it,  but  we  thought  it  was  worth  the 
try,  on  land  not  covered  at  all  by  withdrawal. 

Mr.  Elston.  Wouldn't  you  be  interested  in  17  here  then? 

Mr.  Freeman.  Well,  it  might  have  some  value.  We  leased  some 
land  there  from  some  of  these  groups,  and  if  they  are  protected  I 
suppose  we  would  have  some  interest  in  them  under  limitatioa^?. 
We  have  a  good  many  more  interests  than  your  bill  would  take  care 
of,  however,  in  that  place.  Our  conviction  is  fixed  on  those  t\ro 
points  anyway;  unless  it  is  the  belief  that  competition  should  go  to 
the  point  of  putting  out  those  who  are  already  in  the  business  and 
putting  other  men  into  the  business,  that  this  bill  must  be  amended  so 
as  to  clearly  let  those  who  are  situated  to  do  this  work,  to  continue 
to  do  it. 

Mr.  Kaker.  Have  you  any  suggestion  as  to  a  concrete  amendment 
that  would  permit  competition  and  still  not  allow  monopoly,  and  at 
the  same  time  not  permit  these  people  to  control  the  situation? 

Mr.  Freeman.  Our  suggestion  would  be  to  raise  your  limit  to  an 
aggregate  number  of  not  less  than  4,800  acres;  and  if  you  care  to. 
provide  that  so  far  as  these  4,800  acres  are  concerned,  that  they  must 
be  split  in  four  or  five  places  under  such  geographic  or  geological 
subdivisions  of  a  State  as  you  would  want  to  establish.  I  don't 
think  there  would  be  any  great  difiiculty  in  establishing  those  zones 
If  you  take  that  idea,  the  present  fields  are  sufficiently  scattered  so 
that  there  would  be  no  danger  of  including  two  of  them  in  a  zone. 
And  I  think  that  so  far  as  the  other  prohibition  is  concerned,  that 
it  would  clarify  that  so  as  not  to  include  a  prohibition  against  those 
who  are  engaged  now.  The  bill  provides  that  those  who  may  become 
oil  producers  under  this  bill  may  consolidate  their  several  interests 
and  become  the  owners  of  pipe  lines  and  refineries;  but  it  seems  to  iis 
that  those  who  are  already  engaged  in  that  business,  unless  pro- 
tected under  sections  16  and  17,  would  not  be  allowed  to  take  a  lease 
on  the  public  domain. 

Mr,  Raker.  Isn't  the  fact  that  you  have  pipe  lines,  that  you  are 
producing  and  have  a  refinery,  being  in  that  ideal  position  that  to« 
really  have  got  a  grasp  on  the  situation  that  nobody  else  can  get  in. 
and  you  can  squeeze  down  the  fellow  that  is  producing  oil  as  wel! 
as  the  consumer? 

Mr.  Freeman.  It  happens  that  we  are  not  in  that  condition  out 
there.    We  are  only  prospectors  out  there. 

Mr.  B.AKER.  But  where  you  are  producers  and  refiners  and  ha^•e 
a  pipe  line,  doesn't  that  combination  put  you  in  such  a  position  that 
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you  can  really  hold  the  man  down  that  is  producing,  to  so  low  a 
point  that  he  can  just  get  enough  to  live  on:  and  at  the  same  time 
you  can  fix  your  price  for  the  consumer  just  about  as  you  please? 

Mr.  Freeman.  If  we  were  the  only  ones  who  had  that  same  condi- 
tion,  that  might  be  true. 

Mr.  Kaker.  I  am  not  assuming  it  is  true. 

Mr.  Freeman.  I  say,  if  you  will  assume  that  there  was  only  one 
pipe  liner  and  one  corporation  owning  in  the  State  the  production, 
the  refinery,  and  the  pipe  line,  it  might  be  possible. 

Mr.  Raker.  But  under  present  conditions  it  is  not? 

Mr.  Freeman.  I  think  the  oil  business  is  the  most  competitive 
business  in  the  United  States  to-day.  That  is  my  judgment,  that 
there  is  not  a  spot  or  place,  however  little  or  big,  where  competition 
is  more  real  or  general  than  in  the  oil  business,  from  the  sale  from 
the  tank  wagon  to  the  production.  I  know  or  no  business  that  is 
more  thoroughly  competitive  in  every  detail  than  the  oil  business 
in  the  United  States  at  this  time. 

Mr.  Eaker.  Is  it  a  fact  that  the  man  or  the  concern  or  corporation 
that  has  a  refinery  does  really  have  a  control  over  the  producer's 
price,  as  well  as  the  price  at  which  you  sell  to  the  consumer,  to  such 
an  extent  that  he  ought  not  to  be  permitted  to  deal  in  production? 

Mr.  Freeman.  No,  because  there  are  dozens  of  people  who  are 
in  the  market,  and  it  makes  a  competitive  condition  in  the  crude 
price.  Take  it  down  in  Louisiana,  I  suppose  there  are  a  dozen  people 
down  there  that  fix  that,  and  in  that  way  there  is  a  competitive  price. 

Indeed,  I  think  that  in  the  long  run  that  tHe  oil  business  is  not 
properly  a  divisible  business.  No  man  can  safely  be  in  the  refining 
Dusiness  without  he  has  some  sort  of  underwriting  in  the  control 
of  some  part  of  the  production  on  which  it  depends,  and  he  ought  to 
be  able  to  have  that  as  an  underwriter  in  his  refining  investments. 
I  think  that  the  Midwest  gentlemen  illustrated  their  keenness  of 
thought  on  that  proposition  and  made  an  end  of  certain  provisions 
in  the  controversy.  These  are  the  possibilities  as  far  as  I  know  the 
oil  business  anywhere  in  the  south  half  or  west  half  of  the  United 
States  that  accompany  the  refining  business  in  anv  sort  of  way.  He 
may  be  closed  up  if  he  does  not  have  some  way  of  having  control  of 
production. 

Mr.  Raker.  He  is  in  the  same  condition  if  he  doesn't  have  some 
^ay  of  distribution  either  by  pipes  or  tanks? 

Mr.  Freeman.  Both.  In  other  words,  we  think  the  oil  business  is 
a  unity,  not  a  diversity,  and  if  anybody  ^ets  into  it  and  stays  in  it 
long  enough  he  will  have  to  be  fortified  right  on  out  to  the  end. 

Mr.  Lenroot.  Was  your  company  one  of  those  that  one  of  the 
members  testified  was  a  subsidiary  of  the  Standard  Oil  ? 

Mr.  Freeman.  I  understand  some  gentleman  said  we  were  sup- 
posed to  have  25  per  cent.  I  want  to  say  that  that  supposition  is 
totally  and  absolutely  unfounded  in  fact. 

So  far  as  I  know  and  believe,  since  I  have  been  in  the  county  from 
its  organization,  there  has  never  been  any  percentage  of  the  stock  of 
the  Standard  Oil  Co.  or  any  of  its  subsidiaries 

Mr.  Lenroot.  Is  any  of  their  stock  held  by  large  owners  of  the 
Standard  Oil? 

Mr.  Freeman.  I  think  not.  As  to  that,  our  stock  is  listed  stock.  It 
is  bought  on  the  Stock  Exchange,  and  stock  is  changing  hands  every 
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day.  But  so  far  as  any  group  control,  or  participating  in  with  the 
Standard  Oil  Co.,  we  absolutely  haven't.  I  have  been  with  the  com- 
pany since  it  was  organized. 

Mr.  Lenkoot.  Is  anyone  in  your  directors  recognized  as  being 
affiliated  with  the  Standard  Oil  business* 

Mr.  Freeman.  So  far  as  I  know,  no.  I  am  quite  sure  as  to  that 
that  it  is  not  true. 

(The  committee  adjourned  till  Saturday  morning  at  10  o'clock.) 

Washington,  February  17,  191B. 
Hon.  Scott  Ferris, 

Chairman  Puhlic  Lands  Committee ^  Washington,  D.  C. 

Dear  Sir  :  I  avail  myself  of  the  privilege  of  filing  statement  in  supiwrt  of  my 
denial  of  relationship  between  the  Texas  Co.  and  the  Standard  Oil  Ck).  on  the 
occasion  of  my  appearing  before  your  committee  Friday,  the  15th ;  will  say  that 
I  understand  that  Mr.  Ball,  who  made  a  statement  on  this  subject  before  your 
committee,  claims  to  have  based  his  statement  on  the  report  of  the  Federal 
Trade  Commission  made  last  year  In  connection  with  an  investigation  of  the 
price  of  gasoline  in  1915.  This  report  has  "been  fully  discussed  by  our  general 
counsel,  Judge  Amos  L.  Beaty,  after  full  correspondence  with  the  Trade  Com- 
mission in  the  month  of  May,  1917.    The  statement  of  Judge  Beaty  Is  as  follows: 

**  The  Federal  Trade  Commission,  in  the  report  dated  April  11,  1917.  on  the 
price  of  gasoline  in  1915,  notes  that  some  of  the  stock  of  the  Texas  Co.  is 
held  by  stockholders  of  the  various  Standard  companies,  meaning  the  stock- 
holders of  the  Standard  Oil  Co.  of  New  Jersey,  and  the  stockholders  of  the 
various  corporations  that  formerly  were  owned  by  the  Standard  Oil  Co.  of  Ne* 
Jersey.  At  one  place  In  the  report  It  Is  said  that  about  25  per  cent  of  the 
stock  of  the  Texas  Co.  Is  so  held,  but  elsewhere  the  amount  is  placed  at  20 
per  cent. 

*'  This,  of  course,  does  not  mean,  and  the  commission  does  not  say,  that  any 
Standard  company  holds  stock  in  the  Texas  Co.,  and  such  is  not  the  fact;  no 
Standard  company  is  the  owner  of  record,  or  otherwise  so  far  as  I  know  or 
believe,  of  as  much  as  a  single  share,  and  none  of  the  officers  or  directors  or 
dominant  stockholders  of  any  Standard  company  holds  any  stock  in  the 
Texas  Co. 

"  It  is  conceivable  that  individuals  who  have  Invested  in  the  stock  of  our  com- 
pany have  likewise  invested  in  Standard  stocks.  Indeed,  it  would  be  strange 
If  this  were  not  true.  But  the  portion  of  our  stock  that  in  proper  analysis  Is 
so  owned  does  not  approach  the  percentage  stated.  We,  of  course,  do  not  know 
precisely  that  other  stocks  or  properties  are  held  by  our  stockholders.  It  la 
their  business,  and  we  would  not  presume  to  inquire.  However,  we  have  enoagli 
information  to  make  a  fair  approximation  on  the  point  involved.  We  knovr 
that  more  than  25  per  cent  of  our  stock  stands  constantly  in  the  names  of 
brokerage  houses,  and  that  nearly  all  of  these  houses  trade  also  In  Standard 
stocks,  just  as  they  do  in  railroad  stocks  and  other  securities.  People  wbo 
buy  and  sell  stocks  on  margin  do  not  hold  the  stocks  In  their  own  names ;  it  is 
put  in  the  broker's  name ;  it  usually  goes  to  one  broker's  name  when  purchased 
and  to  another  broker's  name  when  sold;  and  as  a  rule  the  broker  has  no  In- 
terest beyond  his  commission  and  his  security.  Moreover,  a  broker  will  hold 
stock  in  one  company  for  one  customer  and  stock  in  other  companies  for  other 
and  different  customers.  I  have  In  mind  a  single  brokerage  house  that  held 
over  14,000  shares  of  the  Texas  Co.,  and  I  doubt  that  a  single  share  of  this 
was  carried  for  any  one  who  was  Interested  In  Standard  stocks,  though  I  am 
certain  that  the  house  did  carry  Standard  stocks  for  other  customers.  This  and 
other  similar  holdings  were  on  the  list  that  was  furnished  the  commission. 
And  I  think  It  is  safe  to  say  that  when  the  holdings  of  brokerage  houses  are 
anaylzed  and  charged  according  to  the  real  ownership  of  the  stock  It  will  be 
found  that  considerably  more  than  90  per  cent  of  the  stock  of  the  Texas  Co. 
Is  owned  by  those  who  hold  no  stock  whatever  in  any  Standard  company.  In- 
stead of  being  an  embarrassing  circumstances,  this  finding  of  the  commission, 
when  thus  understood,  ought  to  set  at  rest  any  question  as  to  the  independence 
of  the  Texas  Co.  There  is  no  community  of  interest  between  the  Texas  Co. 
and  its  stockholders,  on  the  one  hand,  and  the  Standard  companies  or  any  of 


OIL  USA8IHO  ujxm.  557; 

tiiein  and  their  stockbolders  on  the  other.  The  commission  expressly  finds  that 
we  have  Invaded  the  various  territories  of  the  Standard  companies  and  in  com- 
petition with  them  have  huilt  up  our  business.  There  is  no  intimation  of  any 
collusion  or  conspiracy  or  other  impropriety  on  our  part  The  findings  of  the 
commission  are  all  to  the  contrary." 

In  a  discussion  of  the  matter  referred  to  above,  the  Federal  Trade  Oommls- 
slon,  in  a  letter  to  the  Texas  Co.  dated  May  5,  1917,  disclaimed  any  Intention 
of  saying  that  any  part  of  the  stock  of  the  Texas  Ck>.  was  held  by  the  Standard 
OU  Co,  of  any  of  the  Standard  Oil  Co.  group,  in  the  following  words: 

"  You  will,  of  course,  recognize  that  no  relationship  betAveen  the  companies,  as 
such,  is  implied  by  such  statements,  and  naturally  no  impropriety  is  to  be  found 
on  this  basis  in  the  action  of  the  companies  as  such,  or  of  their  officers.** 

To  bring  the  matter  up  to  date  after  hearing  of  the  statement  by  Mr.  Ball 
before  your  committee,  I  sent  the  following  wire  to  Judge  Beatty : 

Kebbuaky  14. 
Judge  Amos  L.  Bkattt, 

C/o  The  Tewas  Company ^  Houston,  Tex.: 

Max  Ball  l)efore  committee  has  made  the  statement  that  stoclc  of  our  com- 
pany is  held  one-fourth  by  Standard.  Will  you  have  authoritative  statement 
wired  me  here? 

Fbed  W.  Fbebman. 

To  which,  on  February  15,  the  following  answer  was  made : 

HoxTSTOH,  Tbx. 
Fred  W.  Freeuan, 

New  WUlard  Hotel  Washington,  D.  C: 

Your  telegram  14th;  party  was  badly  mistaken.  Neither  the  Standard  Oil 
Co.  nor  any  company  of  the  Standard  group  owns  or  holds  any  stock  of  the 

Texas  Co. 

Alios  L.  Beatt,  General  Counsel, 

All  of  which  is  respectfully  submitted  in  support  of  my  statement  before  your 
committee  that  the  Texas  Co.  is  absolutely  independent  of  the  Standard  Oil  Co. 
and  that  none  of  its  stock  is  held  by  the  Standard  or  any  of  its  affiliated  com- 
panies. 


Respectfully  submitted. 


Fbed  W.  Fbebman. 


House  of  Rbpresentattves, 
Committee  on  Public  Lands, 
Saturday y  February  16^  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  Gentlemen,  it  will  be  remembered  that  last  night 
the  oil  men  were  invited  to  remain  here  for  the  purpose  of  adjust- 
ing the  time  to  be  consumed,  and  as  I  have  it  here,  Wyoming 
expects  to  conclude  this  forenoon.  Thev  desire  to  begin  with  Mr. 
Campbell  for  30  minutes,  to  be  followed  by  Mr.  Stone  for  15  min- 
ute Mr.  Curtis,  10  minutes;  Mrs.  Hamsberger,  20  minutes,  and 
Senator  Clarke,  30  minutes.  Therefore,  without  objection,  if  Mr. 
Campbell  is  ready  to  proceed,  we  will  hear  from  him  at  this  time. 
He  is  recognized  for  80  minutes. 

STATEXEHT  OF  MB.  A.  C.  CAMPBELL,  OF  CASPEB,  WTO. 

Mr.  Campbell.  Mr.  Chairman  and  gentlemen,  I  come  here  as  a 
representative  of  the  Central  Wyoming  Oil  &  Development  Co.,  a 
holding  cwnpany  of  some  land  in  the  Salt  Creek  dome,  and  of  the 
Wyoming  Oil  Fields  Co.,  the  lessee  by  mesne  conveyances  from  the 
Central  Wyoming  Oil  &  Development  Co. 
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The  Central  Wyoming  Oil  &  Development  Co.  is  a  Wyoming 
corporation  with  a  capitalization  of  $1,000,000,  divided  into  1,000,000 
shares  of  $1  each.  A  majority  of  the  stock  of  that  company  at  the 
present  time  is  owned  by  citizens  of  the  State  of  Wyoming,  which 
will  be  developed  as  I  proceed.  The  Wyoming  Oil  fields  Co.  is  a 
Wyoming  corporation  with  $6,000,000  capital,  the  capital  stock  of 
which  is  owned  by  the  Petroleum  Maatschappij,  of  Salt  Creek,  a 
Dutch  company,  and  the  Franco- Wyoming  Oil  Co.,  a  Delaware 
corporation.  I  think  it  is  held  in  proportions  of  about  73  to  27. 
There  are  about  four  or  five  thousand  stockholders  of  the  Franco- 
Wyoming  Oil  Co.,  and  I  think  the  vast  majority  of  them  now  are 
either  in  the  trenches  of  France  or  their  relatives  are  in  the  trenches, 
as  a  great  deal  of  the  stock  of  the  Franco- Wyoming  Oil  Co.  is 
owned  by  Frenchmen,  and  the  principal  stockholder  and  represent- 
ative of  the  French  stockholders  is  a  man  by  the  name  of  De  Cap- 
plane,  who  is  a  lieutenant  in  the  French  Army  and  who  is  now  in 
the  trenches  and  whose  son  is  also  in  the  trenches  and  who  lias 
received  two  wounds. 

On  October  18, 1907,  M.  C.  Clarkson  and  his  wife,  E.  Percy  Pabner 
and  his  wife,  Stephen  Tobin,  G.  R.  Hagens  and  his  wife,  and  a 
man  by  the  name  of  Brooke,  all  citizens  of  the  State  of  Wyoming, 
made  locations  upon  the  Salt  Creek  dome,  including^  the  east  half 
of  22,  part  of  24,  25,  26,  etc. 

On  the  25th  day  of  October,  1907 — ^and  this  was  two  years  before 
the  order  of  witharawal — ^these  locators  organized  the  Central  Wyo- 
ming Oil  &  Development  Co.,  as  I  sav,  with  a  capital  stock  of 
$1,000,000.  A  meeting  was  held  after  the  articles  of  incorporation 
were  filed,  and  these  locators,  eight  of  them,  transferred  all  their 
holdings  to  the  Central  Wyoming  Oil  &  Development  Co.,  and  took 
in  exchange  or  in  consideration  for  their  holdmgs  $125,000  of  the 
stock,  being  one-eighth,  each  holding  a  one-eighth  interest  in  the 
lands  they  had  located. 

On  that  same  date  the  secretary  of  the  company,  a  man  by  the 
name  of  De  Ryck,  who  was  a  Hollander  by  birth,  although  he  had 
declared  his  intention  to  become  a  citizen  of  the  United  States,  was 
given  a  power  of  attorney  by  the  Central  Wyoming  Oil  &  Develop- 
ment Co.  to  make  a  contract  with  a  person  or  persons  or  a  corpora- 
tion for  the  purpose  of  drilling  wells  upon  these  lands  and  develop- 
ing and  marKetmg  the  oil.  He  went  to  Holland  to  try  to  interest 
persons  there,  and  failing  in  that,  in  the  latter  part  or  1907  or  in 
the  beginning  of  1908  he  went  over  to  England  and  stayed  there 
several  months  and  remained  there  until  the  Dutch  company,  known 
as  the  Petroleum  Maatschappij,  of  Salt  Creek,  began  to  negotiate 
with  him. 

Now,  early  in  1906,  J.  H.  Lobell,  a  lawyer  and  promoter  in  the 
city  of  Chicago,  claiming  to  own  a  large  body  of  the  land  in  the 
Salt  Creek  dome,  opened  negotiations  with  certain  residents  at  The 
Hague,  Holland,  to  sell  them  2,200  acres  of  these  lands.  They 
thought  favorably  of  the  proposition,  and  employed  a  celebrateJ 
geologist  by  the  name  of  Dr.  Caesar  Porro,  who  was  at  the  time  the 
geologist  of  the  Government  of  Italy.  The  purpose  of  that  was  to 
get  a  report  from  him  before  they  would  go  on  with  the  negotiations. 
Dr.  Porro  came  over  here  in  the  early  part  of  1906  and  came  in  con- 
tact with  Mr.  Lobell,  and  they  went  out  together,  I  believe,  into  the 
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Salt  Creek  field,  and  he  made  a  thorough  examinatipn  of  that  field. 
In  view  of  his  examination  and  what  he  told  Mr.  Lobell,  Mr.  Lobell 
dnlled  a  well  in  1906  on  the  southeast  quarter  of  22  to  a  depth  of  900 
feet,  which  demonstrated  that  oil  in  paying  quantities  existed  in  the 
Salt  Creek  dome. 

Mr.  Porro  went  back  to  Holland  in  September,  1906,  made  his 
report  to  the  Dutch  company,  and  then  they  began  negotiations 
and  subseauently  organized  the  Petroleum  Maatschappij  Salt  Creek 
of  Holland,  which  I  will  hereafter  refer  to  as  the  Dutcti  company. 

In  January,  1907,  Mr.  Lobell  quitclaimed  to  the  Dutch  company 
2^00  acres  of  land,  including  the  land  which  had  been  previously 
located  in  1907  by  the  transferers  of  the  Central  Wyommg  Oil  & 
Development  Co.,  or  the  Clarkson  locators.  The  Dutch  company, 
believing  that  it  had  a  good  title  from  Lobell,  made  a  contract 
for  the  drilling  of  a  well  in  the  southeast  quarter  of  23.  That  well 
was  finished  on  October  20,  1908,  and  at  a  depth  of  1,067  feet  they 
struck  a  flow  of  oil  of  three  or  four  hundred  barrels  a  day. 

Now,  gentlemen,  that  was  the  first  time  that  any  oil  was  developed 
m  the  Salt  Creek  field  in  paying  quantities,  and  it  was  the  first  time 
it  was  demonstrated  that  the  oalt  Creek  dome  contained  valuable 
deposits  of  petroleum  oil. 

Now,  it  began  to  dawn  upon  the  Dutch  people  that  perhaps  the 
Central  Wyoming  Oil  &  Development  Co.  had  some  rights  on  the 
Salt  Creek  dome,  and  that  perhaps  Joseph  M.  Lobell  was  selling 
something  he  did  not  own,  and  so  they  got  into  communication  with 
the  Dutch  consul  at  Chicago  and  asked  the  Dutch  consul  to  recom- 
mend a  lawyer  to  investigate  the  title  which  they  had  secured  from 
Mr.  Lobell.  This  lawyer  was  a  man  by  the  name  of  Mason,  who 
stands  high  at  the  Chicago  bar.  Mr.  Mason  went  out  to  Wyoming, 
made  a  thorough  investigation  of  the  titles,  and  advised  the  Dutch 
people  that  Joe  Lobell  had  nothing  to  sell;  that,  in  other  words, 
the  person  through  whom  he  derived  his  title,  and  he  himself,  had 
never  complied  with  the  mining  laws,  and  that  the  Central  Wyoming 
Oil  &  Development  Co.  had  the  title  to  that  dome. 

On  receiving  this  information  the  Dutch  company  communicated 
with  Mr.  DeRyck,  who  had  power  of  attorney  from  the  Central  Wyo- 
ming Oil  &  Development  Co.  to  make  a  contract  to  drill  that  dome, 
or  to  drill  the  lands  of  the  Central  Wyoming  Oil  &  Development  Co. 
They  brought  him  back  to  Holland.  Negotiations  were  begun  with 
him,  and  on  the  19th  of  December,  1908,  the  Dutch  company  made  a 
contract  with  DeRyck,  as  the  representative  and  attorney  oi  the  Cen- 
tral Wyoming  Oil  &  Development  Co.,  by  and  under  which  the  Dutch 
company  were  to  drill  at  least  25  wells  upon  this  dome  on  land  be- 
longing to  the  Central  Wyoming  Oil  &  Development  Co. 

Immediately  after  making  this  contract  of  December  19,  1908,  the 
Dutch  company  opened  negotiations  with  Lord  Templeton,  of  Lon- 
don, who  was  at  that  time  the  head  of  a  drilling  company  in 
London,  and  the  company  which  had  drilled  a  well  in  1906  in  the 
southeast  quarter  of  22.  Lord  Templeton  did  not  believe  the  drilling 
company  he  was  then  at  the  head  of  had  sufficient  capital  or  credit  to 
drill  25  wells  within  two  years,  and  so  he  organized  the  International 
Drilling  Co;,  which  I  will  hereafter  refer  to  as  the  drilling  company. 

On  July  12,  1909,  the  Dutch  company  made  a  contract  with  Lord 
Templeton's  conapany,  whereby  Lord  Templeton's  company  agreed 
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to  drill  within  two  years  25  commercial  wells  upon  the  Salt  Creek 
dome,  the  land  claimed  by  the  Central  Wyoming  Oil  &  Devdop- 
ment  Co. 

On  July  14,  1909,  the  Dutch  company,  as  by  their  contract  they 
were  obliged  to  do,  indicated  the  sites  of  the  first  11  wells  which  were 
to  be  drilled  upon  the  Salt  Creek  dome,  the  land  claimed  by  the  Cen- 
tral Wyoming  Oil  &  Development  Co. 

Lord  I'empleton  immediately  hired  a  foreman  or  superintendent 
at,  I  think.  $500  a  month,  instructed  him  to  buy  rigs,  and  he  bought 
a  couple  or  rigs,  and  instructed  him  to  get  men  and^  do  everything  of 
that  kind.  But  the  Dutch  company  were  very  impatient.  'Diey 
wanted  the  assessment  work  done  for  1908,  and  Lord  Templeton  be- 
ing dilatory,  a  great  deal  of  correspondence  passed  between  the  drill- 
ing company  and  the  Dutch  company  between  the  date  of  the  con- 
tract and  October  29, 1908.  The  Dutch  company  not  being  satined 
with  the  progress  that  was  being  made  by  the  drilling  company,  on 
October  29, 1909,  which  was  after  the  order  of  withdrawal,  cancelled 
the  contract.  Lord  Templeton's  company  at  that  time  had,  I  believe, 
expended  the  sum  of  about  $25,000  m  building  roads,  in  erecting  a 
camp,  in  buying  drilling  rigs,  and  in  erecting  reservoirs  for  the  pur- 
pose of  impounding  water  so  that  he  might  drill. 

Immediately  after  the  cancellation  of  this  contract,  William  M. 
Fitzhugh,  who  was  in  the  field  and  about  whom  Mr.  Schuyler  spoke 
to  you  yesterday,  came  to  the  general  manager  of  the  Fetroleum 
Ma'atschappij,  or  Salt  Creek,  which  had  these  lands,  and  opened 
negotiations  with  him  by  which  Mr.  Fitzhugh  said  he  would  drill  25 
wells  or  as  many  wells  as  they  wanted  within  two  years.  However, 
they  fell  down  on  that,  and  after  October  29,  1909,  when  the  gen- 
eral manager  of  the  Dutch  company  found  that  the  drilling  com- 
pany had  feUen  down  on  their  contract,  he  started  in  to  do  woA  him- 
self for  the  company,  and  before  the  first  of  the  year  1910,  he  had 
drilled  5  spring-hole  wells  on  section  23  and  section  26.  Thesi* 
spring-hole  wells  were  for  the  purpose  of  discovering  oil.  They  had 
been  misadvised  and  illadvised  by  learned  counsel  that  it  was  not 
necessary  to  make  a  discovery.  He  learned  afterwards  it  was  neces- 
sary to  make  a  discovery,  and  so  he  started  in  in  the  fall  of  1909,  and 
between  that  time  and  January  1,  1910,  he  put  down  5  spring-hole 
wells  to  a  depth  which  showed  that  oil  in  commercial  quantities 
existed  below. 

There  never  was,  I  suppose,  in  the  history  of  Wyoming,  a 
harder  winter  than  the  winter  of  1909-10.  Everything  was  frozen 
up.  There  was  no  way  of  taking  stuff  out  to  Salt  Creek  to  drill 
commercial  wells;  but  during  that  winter  and  up  until  the  spring 
the  Dutch  company,  under  the  auspices  and  management  of  Mr. 
Kerbert,  the  general  manager,  built  roads  and  reservoirs  and  he  did 
what  he  could.  In  April,  1910,  the  general  manager  of  the  Dutch 
company  went  to  Pittsburgh,  Pa.,  and  purchased  two  standard 
drilling  rigs  and  engaged  expert  drillers  to  go  out  there  to  drill  com- 
mercial wells  just  as  soon  as  the  season  opened.  He  also  went  to 
Denver,  in  April,  1910,  and  purchased  casing  there  and  other  ma- 
terial for  the  purpose  ol  beginning  to  drill  these  wells.  Just  as 
soon  as  the  season  opened  and  they  could  get  water  for  the  purposB 
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of  drilling,  they  moved  their  drilling  rigs  out  there  and  began  to 
drill,  and  in  the  summer  of  1910,  they  put  down,  I  think,  15  more 
wells. 

Now  the  scheme  and  purpose  of  the  Dutch  company,  after  they 
had  found  out  from  Dr.  Porro's  report  that  the  Salt  Creek  dome 
contained  oil  in  commercial  quantities^  and  knowing  from  the  well 
fiunk  in  the  southeast  quarter  of  section  22  and  the  well  sunk  in 
the  southeast  quarter  ox  section  23,  that  oil  existed  under  all  these 
other  lands  that  they  claimed  as  lessee  of  the  Central  Wyoming  Oil 
&  Development  Co.,  they  then  conceived  the  scheme  and  plan  of 
working  this  field  as  a  unit,  and  to  have  a  central  camp,  and  to 
put  down  a  well  on  each  quarter  section  of  that  land.  They  did  gp 
on  as  far  as  they  could,  and  Fitzhugh  and  these  other  people  came 
in  there  and  jumped  the  land,  and  they  got  into  litigation  and  they 
remained  there  until  about  1911  or  1912,  when  an  amicable  arrange- 
ment was  made  by  us.  We  knew  that  litigation  led  to  destruction  of 
property,  and  that  there  might  not  be  anything  left  for  anybody 
if  we  kept  at  it,  and  so  we  made  a  compromise  and  the  Central 
Wyoming  Oil  &  Development  Co.  released  and  gave  up  a  large  body 
of  this  land. 

The  Petroleum  Maatschappij  of  Salt  Creek,  of  Holland,  is  a  Dutch 
company.  The  were  advised  by  counsel  that  being  a  foreign  com- 
pany and  having  thes  wells,  it  might  not  be  legal  under  the  laws 
of  this  country,  and  so  the  lease  of  the  Central  Wyoming  Oil  &  De- 
velopment Co.  to  the  Petroleum  Maatschappij  of  Salt  Creek  was 
then  assigned  to  the  Wyoming  Oil  Co.,  a  New  Jersey  corporation, 
and  that  company  in  turn  assigned  the  lease  to  the  Wyoming  Oil 
Fields  Co.,  a  Wyoming  corporation,  which  has  the  lease  to-day. 

My  time  will  not  permit  me,  gentlemen,  to  go  into  details  as  to 
the  amount  of  work  that  was  done,  and  as  to  the  good  faith  of  these 
locators;  but  I  want  to  say  to  you  that  from  1907,  from  the  time 
the  Clarkson  locators  located  tnat  land  up  until  the  present  time, 
they  have  acted  in  good  faith,  and  every  moment  they  were  in  pos- 
session they  were  in  diligent  prosecution  of  work  leading  to  the 
discovery  of  oil.  I  mean,  at  the  time  of  the  President's  order  of 
withdrawal,  they  were  present  and  had  possession  of  these  lands  and 
were  in  diligent  prosecution  of  work  leading  to  the  discovery  of  oil, 
and,  as  I  say,  from  the  time  these  lands  were  located  up  until  the 
present  time,  there  has  never  been  a  moment  that  they  have  not  been 
acting  in  good  faith  and  in  diligent  prosecution  of  work. 

I  imagine  my  time  has  pretty  nearly  expired,  and  if  there  are 
any  questions  you  would  like  to  ask  I  will  be  very  glad  to  answer 
them. 

Mr.  Taylor.  Have  you  gone  into  these  bills  critically  and  com- 
I>ared  them  as  to  the  exact  phraseology,  and  have  you  any  sugges- 
tions as  to  specific  concrete  amendment  you  think  ought  to  be  made, 
or  as  to  clauses  that  ought  to  remain  in  the  bill  or  be  taken  out;  in 
other  words,  have  you  gone  into  the  various  provisions  of  the  House 
and  Senate  bills  so  that  you  can  suggest  in  detail  to  the  committee 
exactly  what  your  ideas  are  in  case  they  should  meet  with  the  ap- 
proval of  the  committee  ? 

Mr.  Campbell.  I  am  sorry  to  say  I  have  not,  Mr.  Taylor,  because 
I  have  taken  very  little  interest  in  this  leasing  bill.    I  did  not  expect 
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to  come  here.  I  was  laid  up  for  a  couple  of  weeks  before  I  did 
come  here,  and  I  came  in  a  hurry.  I  was  in  Cheyenne,  two  or  three 
hundred  miles  away  from  home^  when  I  got  word  to  come,  and  I 
have  left  that  matter,  the  examination  of  this  bill  and  ever^-thing 
of  that  kind,  to  othere.  My  duty  as  attorney  for  the  Central  Wyo- 
ming Oil  &  Development  Co.  and  the  Wyoming  Oil  Fields  Co.  is 
endeavoring  to  straighten  out  the  title  to  this  land.  There  are  a 
good  many  complications  connected  with  it  irrespective  of  what 
appears  before  this  committee. 

Mr.  Taylor.  Mr.  Campbell,  you  were  formerly  connected  with 
the  Government  yourself,  were  yon  not? 

■  Mr.  Campbell.  I  was  in  the  Government  service  for  about  10 
years,  and  the  last  position  I  held  was  that  of  chief  counsel  of  the 
Keclamation  Service,  from  which  position  I  resigned  in  July,  1910, 
to  go  to  Denver.  I  was  the  first  law  officer  of  the  Reclamation 
Service. 

Mr.  Taylor.  So  you  have  had  an  opportunity  to  look  at  this  de- 
velopment matter  from  both  the  Government  standpoint  and  the 
standpoint  of  the  man  who  is  taking  all  the  chances  and  trying  to 
do  the  actual  physical  work  and  financial  expenditure  out  on  the 
ground  ? 

Mr.  Campbell.  I  have ;  and  since  you  put  that  question  to  me,  I 
may  say  that  I  am  a  conservationist.  If  I  had  my  way  there  would 
not  be  a  barrel  of  oil  taken  or  any  coal  mined  or  any  timber  cut  imless 
it  was  under  some  governmental  supervision. 

Mr.  Taylor.  You  would  supervise  it  all? 

Mr.  Campbell.  I  would. 

Mr.  Church.  How  would  you  then  expect  any  new  investor  to 
compete  with  those  that  have  already  been  on  the  oil  lands  and  have 
vast  holdings?  How  would  you  expect  the  lessee  to  compete  with 
these  people  that  have  such  vast  holdings? 

Mr.  Campbell.  I  would  expect  the  Government,  in  drawing  a  bill, 
to  be  just  toward  those  people  and  to  adjust  their  interests  m  such 
a  way  that  there  could  not  be  any  injustice  to  anybody. 

Mr.  Church.  You  would  not  expect  any  new  arrival  as  a  lessee  to 
be  able  to  compete  with  those  who  had  the  pick  of  the  territory  and 
who  had  vast  holdings  already? 

Mr.  Campbell.  I  have  never  gone  into  the  business  end  of  that  at 
all.  I  have  not  got  a  business  nead  on  me  and  I  never  would  have. 
I  Icnow  that  if  I  were  to  go  into  business  I  would  make  a  failure  of  it. 

Mr.  Lekroot.  The  locations  under  which  you  claim  you  say  were 
properly  initiated  under  the  mining  laws? 

Mr.  Campbell.  That  is  my  belief. 

Mr.  Lenroot.  And  at  the  time  of  the  withdrawal  your  people  were 
in  diligent  prosecution  of  work  seeking  discovery  of  oil  and  ever 
since  have  been  engaged  in  the  prosecution  of  such  work? 

Mr.  Campbell.  That  is  my  belief. 

Mr.  Lenroot.  That  is  all. 

STATEMEirr  OF  MBS.  L.  C.  HASNSBEBGEB,  OF  LAHBEB,  WTO. 

The  Chairman.  Mrs.  Hamsberger,  give  your  name  and  residence 
and  state  whether  you  are  engaged  in  the  oil  business. 

Mrs.  Harxsberger.  My  name  is  Mrs.  L.  C.  Hamsberger,  my  ad- 
dress is  Lander,  Wyo.,  and  my  business  is  that  of  an  oil  operator. 


OIL  LEASING  LANDS.  568 

Mr.  Tatlor.  How  long  have  you  been  engaged  in  the  oil  business 
and  how  long  have  you  resided  in  Wyoming? 

Mrs.  Harnsbebger.  Mr.  Chairman,  and  members  of  the  commit- 
tee, I  have  been  in  Wyoming,  it  will  be  11  years  this  year,  and  I  have 
been  in  active  work  lor  that  length  of  time.    I  went  there  for  that 

Surpose.  I  went  thore  at  tlie  request  and  in  the  service  of  the  late 
fartin  F.  Morris,  who  was  the  chief  justice  of  the  Appellate  Court 
of  the  District  of  Columbia. 

Mr.  Taylor.  And  whom  do  you  represent  here  now  f 

Mrs.  Harxsberger.  At  the  present  time  I  represent  myself  and  a 
number  of  locators  on  the  public  domain,  men  and  women,  neighbors, 
and  friends,  and  soldiers,  who  are  also  locators  on  the  public  domain 
and  who  are  interested,  therefore,  in  this  bill. 

I  recognize  that  a  woman  oil  operator  perhaps  sounds  strange  to 
a  bunch  of  men,  but  as  this  is  the  woman's  day,  as  our  worthy  mem- 
ber here  demonstrates,  I  think  there  is  nothing  wrong  in  the  fact  that 
a  woman  should  be  an  oil  operator.  In  the  first  place,  I  was  in  a 
measure  raised  in  the  oil  business,  having  had  a  knowledge  of  it 
from  childhood.  I  make  these  statements  m  order  to  put  a  founda- 
tion under  myself  in  what  I  shall  say,  as  one  speaking  from  knowl- 
edge. AVhen  I  went  to  Wyoming  in  the  first  place,  I  went,  as  I  said, 
for  Judge  Morris,  and  I  went  on  the  Shoslione  Reservation,  and 
^fis  a  lessee,  under  the  Interior  Department,  the  Indian  Office,  hav- 
ing; a  lease  on  the  Shoshone  Reservation. 

The  first  work  I  did  there  was  up  on  what  we  call  the  Sage  Creek 
country,  and  I  want  to  say  that  there  has  been  a  great  deal  said  about 
every  ^eld  in  W3'oming  except  the  Lander  field,  and  I  am  going  to 
make  the  statement  that  we  have  a  field  there  and  tell  you  what 
bas  been  done  in  the  Lander  field,  and  the  Shoshone  Reservation  is 
properly  within  the  Lander  field.  Mr.  Schuyler  spoke  of  the  Lan- 
der field,  that  portion  of  it  where  the  Hudson  wells  are.  and  spoke 
of  the  Dallas  wells  as  producing  wells.  I  will  get  to  the  Dallas  part 
a  little  later,  if  I  do  not  forget  it. 

Now,  when  I  went  there,  as  I  say,  I  went  on  the  Shoshone  Reser- 
vation. I  went  up  on  the  Sage  Creek  and  there  drilled  a  well,  a 
^ell  that  was  located  upon  the  judgment  and  opinion  expressed  by 
members  of  the  United  States  Geological  Survey  as  being  a  likely 
place  where  we  would  produce  oil.  A  well  was  drilled  to  a  depth 
of  1^05  feet,  and  there  we  dropped  into  a  pool  of  liquid  aspbaltum, 
^hich  upon  analysis  proved  to  be  an  asphalt  of  84.9  per  cent  pure 
asphaltum,  and  the  opinion  has  been  expressed  by  members  ox  the 
Geological  Survey  that  if  that  was  thoroughly  exploited,  it  would 
prove  to  be  the  largest  production  of  liquid  asphalt  in  the  United 
States,  and  also  the  purest. 

After  getting  that  I  was  disappointed,  because  I  was  after  oil. 
It  was  too  heavy,  and  we  thought  we  would  have  nothing  to  do 
J^ith  it,  but  we  went  to  work  and  found  that  to  get  it  out  we  would 
uave  to  have  a  pumping  process  which  would  involve  compressed 
air,  steam,  and  several  other  things  which  would  make  it  an  ex- 
pensive proposition.  However,  we  got  it  to  the  point  where  wo 
could  even  do  that  and  market  it  at  a  profit,  provided  the  railroad 
did  not  eat  us  up.  We  were  at  the  end  and  the  mercy  of  the  rail- 
road, an  intrastate  line  over  which  the  Interstate  Commerce  Com- 
mission had  no  jurisdiction. 
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I  found  upon  investigation  that  the  railroad  rate  per  100  pounds 
on  that  commodity  to  Chicago  and  Missouri  points — the  distributing 
points — ^was  75  cents  a  hundred.  In  opposition  to  that  was  tiie  rate 
from  California  to  Chicago  and  Missouri  points  of  40  cents  a  hun- 
dred, which  was  a  discrimination  against  us,  although  we  were  1,500 
miles  closer;  a  discrimination  of  35  cents  a  hundred  pounds,  making 
it  practically  impossible  for  us  to  market  that  commodity  in  a  paying 
way.  I  had  my  men  cut  a  5-foot  log  that  would  go  into  a  10-inch 
hole,  and  with  their  sledge-hammers  they  drove  that  in  and  plugged 
it  up  and  scattered  the  earth  over  it,  and  that  product  is  burie(l 
there  now  for  somebody  in  the  future  to  develop. 

Then  I  had  to  do  something  else,  and  I  went  farther  over  into  the 
reservation  and  drilled.  Altogether  I  drilled  or  caused  to  be  drilled 
with  the  capital  I  raised  13  wells  on  that  reservation.  Of  those  welk 
there  were  only  three,  exclusive  of  this  one,  that  could  be  called  a 
producing  well.  Therefore  you  see  something  of  the  element  of 
chance  that  we  take  and  the  money  we  spend,  and  what  little  profit 
we  sometimes  get.  Now  these  wells  I  drilled  are  in  what  is  Imoirn 
as  the  green  oil  territory.  It  is  a  very  high-grade  territory.  That  is. 
a  very  high-grade  oil.  It  is  an  asphaltum  with  a  parafiin  base.  It 
is  used  as  gasoline  in  internal  combustion  engines,  and  we  have  a 
certificate  from  the  Fairl)anks  engine  people  that  it  bums  as  well  in 
a  Fairbanks  engine  as  gasoline.    It  is  giving  good  results,  and  our 

eople  use  it  in  engines  for  pumping  purposes  instead  of  gasoline. 

ou  can  judge  from  that  the  character  of  the  oil  that  we  produce. 

Now,  right  here,  I  want  to  speak  of  the  necessity  of  the  little  man 
to  the  big  man,  because,  right  at  that  point  in  my  career  on  the 
Shoshone  Reservation,  I  came  to  a  point  where  I  had  to  have  big 
men  to  help  me  dow^n  there.  I  had  lost  my  husband;  I  was  alone, 
and  I  was  not  able  to  handle  the  proposition.  I  had  to  go  out  and 
hunt  capital,  and  I  went  oflf  for  it.  It  was  necessary  to  assign,  and 
I  did  assign  my  holdings  in  the  Shoshone  Reservation  to  a  New 
York  corporation,  or  a  Delaware  corporation,  and  since  then  they 
have  gone  ahead  and  developed  that  territory.  It  has  been  about 
two  years  sincfe  I  assigned  those  holdings,  and  they  have  drilled, 
I  believe,  some  20  or  25  more  wells  since  I  assimed  tnem.  They  are 
now  producing  this  oil  and  refining  it,  or,  raUier,  skimming  it,  in 
order  to  market  it  from  barrels  and  trucks  around  the  country.  In 
that  part  of  the  country  the  gasoline  supply  is  purchased  from  these 
wells.  Now,  when  I  had  gone  that  far,  t  concluded  that  I  would 
retire  from  the  oil  business,  but  our  Congressman,  Mr.  MondelL 
when  I  told  him  that  I  had  retired  from  the  oil  business,  said  "I 
will  give  you  30  days  to  get  back  in  it." 

I  was  back  in  the  oil  business  in  30  days,  and  I  was  back  in  it  on 
the  Government  domain,  on  unwithdrawn  land  of  the  Government 
I  went  on  the  public  domain  with  some  friends  and  neighbors,  taking 
my  two  sons,  who  were  with  me  at  that  time.  One  of  them  is  now 
in  France,  and  the  other  is  in  Denver  attempting  to  qualify  for  the 
Aviation  Service.  There  was  nothing  else  left  for  me  to  do  after 
they  left  but  for  me  to  go  back  again  and  fight  the  oil  game.  That 
is  why  I  am  here,  and  I  am  here  for  myself,  and  I  am  here  for  those 
soldier  boys,  and  we  have  got  a  lot  of  them  on  the  Grovemment  do- 
main, as  well  as  many  other  people.    Now  then,  in  compliance  witb 
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the  invitation  of  the  Government,  through  the  placer  oil  act,  we 
went  on  the  Government  domain,  and  we  located  there.  You  will 
understand  that  the  portions  of  the  Government  domain  that  I  am 
interested  in  are  not  in  the  withdrawn  area';  they  never  have  been 
withdrawn,  and  we  found  them.  Even  the  United  States  Geological 
Survey  did  not  find  them.  The^  are  what  we  think  are  likely  pros- 
pects. We  thought  it  was  a  likely  prospect,  and  we  invited  the 
opinions  of  experts  and  received  them  to  the  effect  that  it  was  a  likely 
oil  prospect.  Now,  then,  we  located  theui ;  we  surve^'ed  them,  and 
then  we  went  to  work  and  validated  them,  as  we  understand  valida- 
tion to  be,  and  as  we  believe  validation  is,  because  it  is  what  the 
courts  have  said.  It  is  what  the  courts  say  that  validation  consists 
of— that  is,  if  we  have  found  that  which  will  warrant  a  prudent  man 
yersed  in  the  business  to  go  to  further  expenditure  for  the  purpose 
of  making  a  further  discovery  of  oil,  that  is  discovery. 

Some  one  here,  I  think  it  was  Mr.  Downing,  spoke  of  that  in  con- 
nection with  metalliferous  claims,  and  he  said  that  if  the  prospector 
finds  a  small  speck  of  gold,  it  is  considered  to  be  a  discovery  and  he 
is  assured  of  it.  Now,  if  a  man  who  is  drilling  for  oil  and  trying  to 
discover  oil  finds  a  small  particle  of  oil  that  leads  him  to  believe  that 
at  the  end  of  the  rainbow  there  is  a  bag  of  gold,  then,  I  contend,  he 
has  made  a  discovery.  He  has  made  a  discovery  if,  as  a  prudent 
man,  he  would  go  on  seeking  at  that  place  for  the  pot  of  gold  at  the 
end  of  the  rainbow.  Now,  liere  are  soldier  boys  on  this  claim,  be- 
cause my  boy  is  on  it.  As  I  say,  we  went  out  there  and  located  under 
those  circumstances,  and  we  have  located  several  tracts  of  land.  I 
saj  "  we  "  because  I  am  associated  with  a  number  of  others — ^that  is, 
with  different  groups  of  people.  I  am  associated  with  them  because 
I  have  been  in  that  country  long  enough  to  know  it,  and,  fortunately 
for  me,  the  people  have  enough  confidence  in  me  to  think  that  I  know 
s<»nething  about  the  oil  business,  and  they  come  to  me.  One  of 
those  tracts  of  land  was  located  by  reason  of  the  fact  that  an  old 
cowman  came  in  and  said  that  when  he  was  a  cowman,  riding  the 
range,  he  used  to  see  certain  things  which  he  described  and  which 
was  thought  to  be  an  indication  of  oil. 

So,  about  two  and  a  half  years  ago,  just  about  the  time  when  my 
oldest  boy  was  called  to  Mexico  on  account  of  the  trouble  down  there, 
we  went  down  there,  and,  gentlemen,  it  was  50  miles  to  the  first  ranch 
house.  It  was  that  far  from  the  place  where  we  started  from  until 
we  could  get  to  a  place  where  we  could  have  shelter.  Most  of  the 
time  when  we  go  on  those  trips  the  blue  canopy  of  Heaven  is  our 
tent,  and  the  stars  are  our  electric  lights.  We  frequently  lie  down  on 
the  ground  and  spend  the  night.  I  have  done  that  many  times,  and 
it  did  not  hurt  me,  but  made  me  healthy  and  happy.  That  is  what 
we  have  to  do  in  order  to  get  at  those  fields.  Now  then,  we  found 
certain  conditions  there  from  which  we  thought  it  was  an  oil  field, 
and  we  staked  it  out  into  particular  claims.  Now,  speaking  of  sol- 
diers, this  public  resolution  No.  10  was  supposed  to  take  care  of  the 
soldiers,  but  I  am  here  to  tell  you — although  I  am  not  a  lawyer,  but 
I  have  the  opinion  of  several  good  lawyers  on  this  point — I  am  here 
to  tell  you  that  it  does  not,  will  not,  and  can  not  protect  soldiers  on 
these  claims,  and  I  am  here  to  take  that  position,  that  it  can  not  pro- 
tect soldiers  on  these  located  claims. 
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Mr.  Baker.  On  oil  claims  t 

Mi*s.  Harnsberger.  On  those  located  oil  claims;  because  that  sol- 
dier is  located  there  wjth  seven  or  eight  other  individuals.  Usually 
there  are  seven  other  people  besides  the  soldier  on  these  claims.  Now, 
the  soldier  does  not  have  any  particular  20  acres;  he  does  not  have 
any  particular  divided  interest  in  the  claim,  but  he  has  an  undi- 
vided eighth  interest  in  that  territory  of  IGO  acres,  and  who  is 
going  to  say  which  acre  in  each  of  those  eighths  belongs  to  tbe 
soldier?  If  for  any  reason  this  claim  lapses  by  reason  of  the  failure 
of  any  one  of  the  eight  men  associated  in  the  claim  to  do  assessment 
work,  which  is  required  in  here,  it  lapses  and  it  is  gone;  the  soldier's 
right  is  destroyed,  and  there  is  no  way  I  can  figure  it  any  other  way. 
I  can  not  figure  it  in  any  other  way,  and  even  Mr.  Tallman  has  so 
stated.  He  stated  that  to  Mr.  Rankin,  with  whom  I  conferred,  and 
who  just  passed  atfay  a  few  days  ago.  He  was  an  attorney  who  bid 
an  office  in  the  Mar}*land  Building.  I  took  it  up  with  Mr.  Hankin, 
and  he  told  mo  that  he  would  take  it  up  for  me  with  the  Land  Office, 
and  that  was  the  expression.  The  opinion  was  also  expressed  that 
possibly  the  soldier  protected  the  wiiole  thing,  but  that  is  such  & 
remote  chance  that  we  are  there  up  in  the  air  and  wc  do  not  know 
where  we  are. 

We  have  a  number  of  claims  out  there  that  we  have  located.  When 
I  say  "we,"  I  am  also  speaking  for  this  bunch  of  people  who  are 
located  on  this  territory  with  me.  We  have  staked  it,  we  have  sur- 
veyed it,  and  we  have  gone  to  heavy  expense.  Wc  have  had  the 
opinion  of  geologists  as  to  ths  value  of  those  lands  and  their  opinion 
as  to  whether  or  not  they  are  a  likely  prospect.  Upon  the  basis  of 
those  opinions  we  have  been  out  there  with  drilling  rigs  capable  of 
going  1,000  feet  in  depth,  and  we  have  begun  to  put  down  holes  to 
see  whether  or  not  we  could  effect  a  validation  that  would  hold  in 
law.  We  claim  that  we  have  done  so,  and  we  are  going  to  see  to  it 
that  we  get  it — that  is,  unless  the  couit  says  that  we  have  not  done 
it.  That  is  the  situation,  and  we  have  made  validations,  bccaiiss 
in  many  instances  we  have  had  oil  that  ran  down  the  stem.  No^? 
what  will  you  do  with  us?  That,  of  course,  is  under  existing  law, 
and  being  under  the  existing  law,  the  bill  says  that  we  can  perfect 
it.  But  are  we  going  to  be  compelled  to  put  down  a  hole  on  each 
one  of  those  160-acre  tracts  of  land  at  one  3  in  order  to  hold  all  of 
those  claims?  In  other  words,  are  you  going  to  allow  us  to  handle 
a  group  of  claims?  We  have  more  than  2,560  acres,  but  we  maintain 
that  we  can  do  it. 

Furthermore,  it  is  the  pioneers,  such  as  we  are,  who  have  dis- 
covered all  these  things  in  Wyoming.  The  Salt  Creek  field  was  dis- 
coverad  by  an  old-timer,  who  went  out  into  the  wilderness,  and  en- 
dured all  sorts  of  hardships.  He  cooked  his  coffee  and  bacon  over 
the  sage-brush  fire,  and  suffered  all  the  hardships  of  the  pioneer, 
The  Grass  Creek  field  was  discovered  in  the  same  way ;  the  Elk  Basin 
field  was  discovered  in  the  same  way ;  I  do  not  know  so  much  about 
the  Big  Muddy  because  that  is  up  in  the  northwestern  part,  but  cer- 
tainly the  Lost  Soldier  field  was  found  in  the  same  way.  Somebody 
stated  here  that  the  first  wells  in  Wyoming  were  drilled  in  1889.  in 
the  Shannon  field,  but  that  is  incorrect,  because  in  1884  the  firs* 
wells  were  drilled  at  Dallas,  about  12  miles  south  of  Lianders.   They 
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were  drilled  with  spring  poles,  and  they  got  commercial  oil  at  a 
depth  of  200  feet,  rlow,  those  people  who  drilled  those  wells  down 
there  in  the  first  place  were  old-timers;  they  were  people  who  were 
residents  of  that  section,  and  they  drilled  those  wells.  They  con- 
ceived the  idea  that  they  might  make  a  market  for  their  product 
there,  and  they  hauled  it  165  miles  to  the  Union  Pacific  Railroad, 
but,  of  course,  they  could  not  do  it  profitably.  Now,  I  submit  that 
if  it  had  not  been  for  the  people  who  went  out  as  wildcatters  on  the 
public  domain  and  discovered  all  these  things,  Wyoming  today 
would  be  a  waste.  Wyoming  comprises  something  like  97,000  square 
miles,  or  62,000,000  acres,  and  the  last  census  showed  oly  145,965 
people  in  the  whole  State.  Just  think  of  it — ^that  small  number  of 
people  on  a  vast  area  like  that ! 

Mr.  Taylor.  The  area  of  the  State  is  practically  97,000  square 
miles,  or  62,000,000  aci-es. 

Mrs.  Harnsberger.  Yes,  sir.  I  know  that  the  population,  accord- 
in?  to  the  last  census,  is  145,965.  Now.  those  old-timers  who  are  out 
there,  beyond  civilization,  and  at  the  jumping-off  place,  have  made 
these  discoveries.  I  do  not  know  what  a  lot  of  you  people  would 
think  if  you  went  out  there.  It  is  great  sage-brush  waste,  and  you 
can  travel  for  miles  and  miles  and  never  see  anything  but  a  coyote  or 
a  prairie  dog.  Now,  how  did  this  thing  come  about,  or  how  were 
these  developments  made.  It  was  by  reason  of  the  efforts  of  the 
pioneer,  and  the  old-timer.  He  is  the  one  who  has  been  spoken  of 
here  as  doing  things  or  holding  things  for  speculation.  Yes,  that 
is  true.  That  is  what  all  of  us  do.  If  I  buy  a  piece  of  property  on 
Massachusetts  Avenue,  as  I  did  have  once  near  the  Union  Station, 
and  the  Government  took  it  away  from  me  and  kept  me  waiting  for 
12  years  for  my  money,  with  my  property  in  a  hole  down  here  at 
the  Union  Station — as  I  say,  if  1  buy  a  piece  of  property  on  Massa- 
chusetts Avenue,  or  when  I  bought  that  piece  of  property,  I  did  not 
buy  it  for  speculation,  but,  if  perchance  conditions  should  come  about 
when  I  could  get  a  big  price  for  my  property,  and  I  realized  on  it, 
would  I  be  doing  anything  wrong?  ^  Is  anybody  doing  anything 
wrong  if  he  does  something  to  better  his  condition? 

I  would  like  to  know  what  person,  who  is  worth  the  snap  of  your 
finger,  does  not  try  to  do  whatever  he  can  to  better  his  condition. 
All  of  you  did  that  when  you  came  to  Congress,  or  you  tried  to  do  it 
I  do  not  know,  but  I  believe,  gentlemen,  that  you  were  bettering 
your  condition,  or,  at  least,  it  is  an  experience  that  nearly  everybody 
would  like  to  try.  Even  I  would  like  to  try  it.  Now,  I  have  been 
diverted  somewhat  from  what  I  was  talking  about,  but  I  think  that 
is  about  all  that  I  have  to  say.  The  appeal  I  make  to  the  committee 
is  this,  to  pass  such  a  bill  as  will  not  in  any  Tvay  jeopardize  the 
rights  of  any  individual  anywhere  on  the  public  domain,  and  that 
will  not  take  away  from  him  any  bit  of  territory,  no  matter  how 
much  it  is,  that  he  has  initiated  his  rights  upon  under  existing  law. 
Do  not  do  that  if  he  has  complied  with  the  law  in  good  faith.  That 
question  of  good  faith  is  the  thing  to  be  considered.  This  compliance 
with  the  letter  of  the  law  is  something  that  has  been  absolutely 
impossible  on  some  of  those  lands  where  these  men  have  been  located. 
Where  these  m:n  have  been  located  on  these  lands  they  are  in  many 
instances,  from  125  to  150  miles  away  from  a  railroad,  and  it  has 
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been  absolutely  impossible  to  do  the  discovery  work  on  some  of  the 
located  claims.  They  have  gone  out  there  and  located  those  lands, 
and  they  have  walked  and  walked,  and  looked  and  looked,  until 
somebov  has  called  them  rock  hounds,  for  indication  of  the  possi- 
bility that  oil  may  be  found  there. 

Then  thev  have  emj)loy^  geologists  and  brought  them  out,  and 
paid  them  for  their  opinions  and  the  geologists  having  given  favo^ 
able  opinions,  these  men  have  gone  in  with  surveyors,  crews,  cooking 
outfits,  camping  outfits,  etc.  They  have  gone  out  and  surveyed  loca- 
tions and  have  spent  hundreds,  and,  in  some  instances,  thousands  of 
dollars  in  locating  the  claims  and  then  operating  them  up  to  the 
point  where  they  can  make  discoveries.  Then,  during  the  past,  they 
have  found  themselves  in  all  sorts  of  difficulties,  because  tney  could 
not  get  machines  with  which  to  do  the  work  and  materiaL  Some 
gentlemen  here  who  are  connected  with  some  of  the  larger  companies 
told  you  it  was  absolutely  impossible  to  get  all  the  material  that 
they  wanted  for  their  drilling  operations.  If  that  was  true  in  their 
case,  where  was  the  little  fellow?  He  could  not  get  the  materials 
at  all.  The  situation  has  been  such  that  you  could  not  get  casing, 
and  the  price  of  casing  has  gone  beyond  anything  ever  known  before. 
For  instance,  three  years  ago  I  could  get  all  the  casing  I  wanted 
layed  down  at  $1.40  per  foot,  but  to-day  I  can  not  buy  it  under  $1.75 
per  foot.  As  a  matter  of  fact,  I  can  not  get  it  at  all,  and  if  I  could, 
the  prices  are  prohibitive.  If  you  have  all  sorts  of  money,  you  can 
not  get  it,  because  it  is  not  to  be  had  at  any  price.  Then,  in  al^dition^ 
there  is  a  great  scarcity  of  labor.  The  scarcity  of  labor  is  another 
thing  I  want  to  refer  to  in  connection  with  vour  resolution.  Yon 
propose  in  your  resolution  that  on  account  ox  the  scarcity  of  labor 
on  the  farms  and  in  the  trades,  you  remit  assessment  work  on  mining 
claims.  Now,  what  is  the  reason  for  discriminating  against  oil  placer 
claims?  If  there  is  anything  on  earth  that  will  show  anything  in 
assessment  work  under  the  placer  act  it  is  on  a  mettalif erous  claim. 

Mr.  Raker.  That  was  done  for  the  benefit  of  Wyoming. 

Mrs.  Harnsberger.  But  it  is  not  for  the  benefit  of  Wyoming;  it 
is  against  Wyoming. 

Mr.  Raker.  I  am  calling  attention  to  the  fact  that  it  was  elim- 
inated with  the  understanding  that  it  would  benefit  the  Wyoming 
people  to  strike  it  out. 

Mrs.  Harnsberger.  How? 

Mr.  Raker.  I  do  not  remember  now. 

Mr.  Mays.  Upon  the  motion  of  your  own  representative. 
*  Mrs.  Harnsberger.  I  disagree  with  Mr.  Mondell  on  that.  Al- 
though I  agree  with  him  usually,  I  do  not  agree  with  him  on  that 
It  is  simply  impossible  for  the  small  man  in  Wyoming,  because  we 
can  not  get  labor  and  we  can  not  get  material.  Then  there  is  another 
thing :  Anybody  knows  that  $100  worth  of  work  expended  upon  an 
oil  placer  claim  is  of  no  value.  It  would  be  better  for  you  to  throw 
it  in  the  fire  or  light  your  cigar  with  it,  because  then  you  would  have 
saved  the  time  that  you  would  otherwise  lose  in  expending  it  on  an 
oil-placer  claim.  I  say  that  because  $100  dees  not  do  one  thing  to 
demonstrate  the  oil-bearing  qualities  of  the  land.  But  I  can  tell 
you  what  it  does  do  on  a  metalliferous  claim:  On  a  metalliferous 
claim  it  does  show  a  profitable  result,  and  I  can  show  you  wherq 
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the  annual  assessment  work  on  a  metalliferous  claim  resulted  in  the 
throwing  of  a  ton  of  copper  on  top  of  the  ^oimd.  Of  course,  $100 
worth  of  work  would  not  do  the  same  thing  on  an  oil  claim.  It 
would  show  a  result  if  jrou  permitted  him  to  take  the  $100  that  is  to 
be  expended  on  each  claim  and  bunch  it  on  a  claim  in  actual  drilling 
operations.  Suppose,  for  instance,  you  take  a  group  of  25  claims, 
and  the  assessments  would  aggregate  $2,500 :  Now,  while  that  would 
not  drill  a  well  very  far,  it  would  go  a  long  ways  toward  doing 
something  that  was  worth  while. 

Now,  on  the  question  of  acreage,  the  minimum  acreage  that,  in 
my  opinion,  you  should  set  there  for  the  individual  who  goes  on 
unwithdrawn  areas  of  the  public  domain,  and  who  stakes  out  or 
hunts  up  a  likely  prospect  and  develops  if,  should  be  4,800  acres, 
just  as  the  Secretary's  orders  provide  for  on  Indian  reservations. 
I  say  that  because  when  you  go  out  there  nobody  knows  what  you 
will  find  or  how  you  will  find  it.  You  may  have,  for  instance,  a 
tract  of  4,800  acres,  and,  as  has  been  demonstrated  here  by  Mr. 
Schuyler  and  some  other  gentlemen,  you  might  drill  a  well  thinking 
that  you  were  on  the  crest  of  the  anticline,  or  on  the  crest  of  the 
producing  area,  but,  as  happened  in  instances  they  mentioned,  after 
you  had  gone  on  down  you  might  get  a  water  hole,  and  find  that 
farther  on  was  the  proper  place  to  go.  They  have  to  spend  large 
sums  of  money  at  many  different  points,  and  they  certainly  ought  to 
have  sufficient  area  to  be  protected.  He  should  be  permitted  to  have 
such  an  area  that  if  he  went  on  there  and  put  down  a  well  he  mi^ht 

Crotect  himself  against  people  who  may  have  been  sitting  around  like 
uzzards  watching  the  progress  he  was  making.     He  should  have 
sufficient  area  to  enable  him  to  keep  them  out  of  it. 

I  experienced  that  myself  on  the  Shoshone  Reservation.  I  studied 
that  reservation  myself;  I  studied  it  and  I  drilled  the  initial  well 
there.  There  were  thousands  of  acres  leased  to  other  people.  They 
were  not  doing  anything,  but  they  were  permitted  to  hold  the  thing. 
They  were  not  drilling,  but  they  sat  around  there  like  a  lot  of  buz- 
zards around  a  piece  of  carrion  to  see  what  would  happen.  They 
simply  sat  around  there  watching,  making  no  effort  to  go  down  and 
get  something  for  themselves,  but  after  I  found  it,  they  were  ready 
to  pitch  in  and  drill  wells.  I  started  the  first  one  there.  I  put 
down  the  first  well  in  1908,  but  there  was  no  development  there — 
not  even  a  single  well  on  the  Shoshone  Reservation  until  1912,  ex- 
cept one,  and  that  one  was  put  down  to  something  like  900  or  1,000 
feet.  That  was  put  down  by  a  company  called  me  Texas  Co.,  but 
the  Hudson  Co.  nas  succeeded  to  that  title,  and  it  is  now  in  the 
Hudson  Co.  Now,  you  are  restricting  me  in  my  area  to  a  small 
place,  but  others  will  stand  around  watching  to  see  what  I  can  get. 
Shall  I  be  entitled  to  have  enough  territory  to  keep  them  away  f 
When  I  first  went  to  Wyoming  I  met  a  man  on  the  train  who  invited 


button.  He  said,  "  My  wife  is  a  graduate  of  the  Boston  Conserva- 
tory of  Music."  I  said  that  I  would  be  glad  to  visit  them.  He 
asked  me  to  telegraph  when  I  could  come,  and  said  they  would  meet 
me  at  the  station.    I  said,  "That  is  perfectly  fine."    1  then  asked^ 
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"  How  far  do  you  live  from  the  station  f ''  I  did  not  know  then 
about  those  vast  distances.  He  said,  ^^We  live  30  miles  from  tlie 
station.''  I  said,  ^  How  near  is  your  nearest  neighbor? "  and  he  said, 
"40  miles,  and  we  do  not  want  them  any  nearer."  Now,  I  do  not 
want  too  close  neighbors  around  me. 

Mr.  Taylor.  What  can  you  say  about  the  distance  of  the  oil  field 
from  the  railroad,  the  cost  of  pipe  lines,  and  other  expenses  and 
things  that  are  incidental  and  necessary  to  this  development? 

Mrs.  Harksberger.  As  to  the  cost  of  pipe  lines,  and  such  as  that, 
I  have  never  had  much  experience.  I  never  built  but  one  pipe  line, 
and  that  was  done  nine  years  ago  when  the  price  of  piping  was  a 
great  deal  cheaper  than  it  is  now ;  but  I  know  this,  that  to  build 
a  pipe  line  is  a  very  expensive  proposition,  and  I  do  Imow  that  tho 
distance  from  the  railroad  makes  a  whole  lot  of  difference  in  the 
cost  of  development.  Now,  we  have  staked  off  the  territory  that  we 
have  located,  and  we  want  this  land  that  we  have  located  in  the 
Eed  Desert,  if  anybody  laiows  where  the  Ked  Desert  is.  It  is  in  the 
Red  Desert,  and  it  is  a  desert,  too,  because  you  have  got  to  carry  your 
water  with  you.  Some  one  has  said  that  it  was  a  place  that  God 
had  forgotten,  and  that  is  pretty  nearly  true.  Now,  there  is  where 
we  have  gone,  but  we  have  found  there  such  conditions  that  we  be- 
lieve will  result  in  making  another  good  oil  field.  Mr.  Fisher  does 
not  think  much  of  it.  I  have  all  due  respect  for  his  opinion,  but  he 
is  not  infallible  any  more  than  I  am.  Now,  what  have  we  done 
down  there?  At  the  present  time  we  have  an  outfit  down  there 
drilling,  an  outfit  that  is  under  contract  and  bond  to  expend  over 
$50,000  in  the  Red  Desert.  We  have  a  first-class  drilling  rig  down 
there,  and  they  are  doing  work  right  now.  We  have  had  a  beautiful 
winter  in  Wyoming,  although  the  snow  has  been  several  feet  deep. 

Mr.  Taylor.  Is  that  within  the  Shoshone  Reservation? 

Mrs.  Harnsberger.  No,  sir. 

Mr.  Taylor.  Is  that  on  public  domain  outside  of  withdrawn 
areas? 

Mrs.  Harnsberger.  Yes,  sir;  it  is  outside  of  withdrawals.  It  is 
a  place  that  the  United  States  Geological  Survey  knows  notliing 
about.    They  have  never  explored  it. 

Mr.  Taylor.  How  does  it  happen  that  the  Geological  Survey  did 
not  come  along  and  withdraw  it? 

Mrs.  Harnsberger.  I  do  not  know.  We  got  there  first,  and  we 
have  kept  mighty  still  about  it  up  to  this  time.  Now,  in. this  con- 
nection, let  me  say  something  about  the  Geological  Survey.  I  con- 
tend that  geology  is  not  a  definite  science.  It  is  not  a  science  in  so 
far  as  geologists  can  say  absolutely  what  the  conditions  are.  They 
can  say  that  there  is  a  probability  that  oil  exists  here  and  there, 
and  if  you  will  examine  the  reports  of  the  geologists  you  will  find 
that  there  is  always  a  loophole  to  crawl  through.  Mr.  Arnold  and 
Mr.  Calvert,  who  are  experts,  examined  these  structures.  They  are 
geologists.  I  think  I  know  a  good  location  when  I  see  it  I  know  a 
rock  from  sagebrush  when  I  see  it.  When  I  see  one  of  these  rocks 
sticking  up,  I  know  from  its  pitch  and  inclination  whether  it  is  a 
probable  structure.  For  instance,  take  Mr.  Wagman — he  made  a 
report  on  the  Salt  Creek  field.  They  had  expressed  the  opinion  that 
at  1,000  feet  they  would  get  oil  in  that  location.    As  a  matter  of  fact, 
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at  915  feet,  or  at  815  feet,  they  did  get  black  oil.  They  had  expressed 
the  opinion  that  a  well  at  1,000  feet  there  would  be  a  3-barrel  well ; 
but  a  3-barrel  well  25  miles  from  a  railroad  is  useless. 

The  result  was  that  when  we  got  down  to  1,505  feet  we  dropped 
into  a  pool.  How  big  that  area  is  I  do  not  know,  but  I  understand 
that  it  runs  back  at  least  a  quarter  of  a  mile.  I  know  that  at  815 
feet  we  encountered  oil.  We  were  drilling  on  the  12th  day  of  July, 
1909,  early  in  the  morning.  There  had  l^n  many  failures  in  that 
country,  and  I  was  somewhat  apprehensive  of  failure.  I  had  given 
mv  men  absolute  instructions  not  to  give  out  any  information  of 
what  we  were  doing.  The  instructions  were  that  the  first  one  who 
gave  out  any  information  as  to  what  they  were  doing  there  would 
be  discharged.  So  we  were  very  close-mouthed  about  it.  People  came 
in  there  and  asked  a  great  many  questions,  but  I  guess  they  were 
stood  aside  by  the  men,  because  they  did  not  come  in  between  them 
and  the  derrick.  About  10  o'clock  on  the  12th  day  of  July,  1909, 
they  were  expressing  the  opinion  that  if  we  went  down  5,000  feet 
at  that  point  we  would  get  absolutely  nothing,  and  yet  just  a  little 
before  12  o'clock  on  that  same  day  our  tools  dropped  away  and  all 
the  stretch  went  out  of  the  cable,  and  we  knew  something  liad  hap- 
pened, and  we  pulled  it  up  and  when  we  got  it  up  we  had  7  feet  of 
a  gooey  black  sticky  stufF  like  tar  on  our  tools. 

I  said  to  the  boys,  "  Boys,  let  us  put  it  back  and  see  what  hap- 
pens." They  said  their  tools  were  hanging.  They  put  them  back 
and  when  they  pulled  them  out  I  thought  they  had  gone  to  China 
and  my  heart  was  in  my  mouth,  because  that  success  meant  a  lot  to 
me.  We  pulled  them  up  and  we  had  82  feet,  and  still  they  had  not 
touched  bottom,  I  said,  "Well,  here  is  where  I  quit  and  go  and 
see  my  boss."  So  I  hung  up  the  tools  and  sent  the  boys  to  the 
mountains  to  get  some  baaly  needed  timber,  and  came  to  Bedford 
Springs,  Pa.,  to  see  Judge  Morris,  and  the  judge  said,  "  You  go  back 
and  find  the  bottom  of  that  hole;  but  first,  go  to  Pittsburgh  and  dif- 
ferent places,"  and  he  gave  me  an  order  to  buy  four  carloads  more  of 
tools  and  casing.  That  was  the  faith  he  had  in  me,  and  he  never  was 
farther  west  than  Chicago.  I  went  and  bought  that  material  and 
went  back,  and  we  put  the  tools  back  and  went  to  the  bottom  of  that 
hole,  and  when  we  had  touched  bottom  and  brought  them  up  and 
measured  it,  we  had  59  feet  of  that  production  upon  our  tools.  And 
as  I  tell  you,  the  second  hole  I  never  got  but  1,100  feet  down,  but  I 
^ot  such  conditions  and  I  got  such  a  showing  after  950  feet  I  saw 
that  we  were  going  into  the  same  thing,  and  that  was  a  quarter  of  a 
mile  away.  I  then  received  a  telegram  that  my  partner  was  dead, 
and  I  was  hung  up  for  two  years  in  the  courts  straightening  out  the 
estate.  Now  that  is  the  history  of  that  circumstance,  and  that  shows 
what  comes  sometimes  from  geological  experts. 

Mr.  Saker.  I  suppose  you  never  saw  those  fellows  after  that? 

Mrs.  Harnsberger.  No  ;  I  have  never  seen  them  since  then.  They 
have  never  been  back  to  the  territory. 

Mr.  Taylor.  The  Geological  Survey  has  not  yet  withdrawn  that 
as  an  asphalt  field  ? 

Mrs.  Harnsberger.  They  have  not.  The  Ohio  Oil  Co.  has  drilled 
2  miles  away  from  there  two  or  three  wells  and  got  some  black  oil. 
That  is  on  the  Shoshone  Beservation  but  outside  of  these  green  wells 
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I  tell  you  about,  which  is  what  we  call  green  high-grade  oil,  and  that 
is  being  refined  and  marketed  in  my  town  today,  the  work  I  did 
there  was  directly  responsible  for  the  production  that  is  in  that 
field,  and  what  the  mid-West  is  taking  from  the  Hudson  Oil  Co.,  and 
the  Northwestern  Railroad  is  run  with  oil  from  that  field  and  the 
Dallas  field.  As  to  the  Dallas  field,  the  first  wells  were  drilled  by 
an  old  prospector  with  a  string  hand  pole. 

Mr.  Kaker.  Of  course,  these  geologists  then  came  around  and  said 
there  was  oil  there,  after  you  had  found  it? 

Mrs.  Harnsberger.  Yes;  but  they  drilled  those  wells  and  took  the 
patents  under  the  United  States  mining  laws  to  560  acres  of  that 
territory,  right  down  in  that  locality.  Is  there  anything  you  gentle- 
men wish  to  ask  me?    I  know  I  have  far  exceeded  my  time. 

Mr.  Taylor.  Mrs.  Harnsberger,  what  is  your  personal  opinion 
about  your  own  status  there  regarding  those  claims  at  this  time?  In 
other  words,  do  you  think  Congress  ought  to  pass  some  bill  at  this 
time,  or  ought  to  do  nothing,  or  what  do  you  think  under  the  present 
rulings  would  be  your  position?  Do  you  anticipate  that  the  depart- 
ments would  let  you  get  title  to  that  land,  or  any  of  it,  under  their 
present  way  of  construing  the  law? 

Mrs.  Harnsberger.  The  burden  of  proof  will  be  on  them  to  show 
I  did  not  get  a  discovery. 

Mr.  Taylor.  No;  I  fear  you  are  mistaken.  They  will  shift  the 
burden  of  proof  on  to  you  to  show  that  you  did. 

Mrs.  Harnsberger.  They  will  have  to  enjoin  me  to  keep  me  off. 

Mr.  Taylor.  The  sad  and  pathetic  part  about  this  whole  business, 
Mrs.  Harnsberger,  is,  that  the  eloquent  and  beautiful,  honest,  truth- 
ful, and  earnest  appeal  that  you  are  making  to  this  committee  will 
rattle  off  of  the  swivel-chair  conservation  officials  in  Washington  like 
hail  off  of  a  tin  roof.  •  It  will  not  have  any  more  effect  upon  them 
than  if  you  were  talking  to  a  wooden  Indian  tobacco  sign;  not  a 
particle. 

Mrs.  Harnsberger.  Do  you  mean  to  say,  Mr.  Taylor,  that  the 
officers  of  my  country  are  not  going  to  give  justice  to  its  citizens? 

Mr.  Taylor.  No  ;  I  do  not  mean  to  say  that  they  will  not  give  you 
justice  as  they  see  it.    They  will  give  you  their  idea  of  justice. 

Mrs.  Harnsberger.  It  would  not  be  justice  if  they  did  not. 

Mr.  Taylor.  It  is  a  question  of  relief,  and  it  is  their  different  way 
of  looking  at  it  I  hope  they  may  largely  take  your  ideas  of  justice, 
but  I  fear  they  will  not.  The  question  is,  what  do  you  think,  and 
what  is  your  impression?  You  are  very  earnest  about  this  matter, 
.your  property  is  at  stake,  and  you  have  spent  many  years  of  your 
life  in  this  work.  You  have  undoubtedly  studied  these  oil  leasing 
bills  which  are  pending,  the  House  and  the  Senate  bills. 

Mrs.  Harnsberger.  I  have. 

Mr.  Taylor.  And  you  know  your  condition  out  there;  you  know 
the  result  of  the  Midwest  case  in  the  Supreme  Court  and  the  tendency 
of  the  Federal  authorities  in  these  matters.  Now,  what  is  a  sjrnopsis 
of  your  ideas  that  you  would  like  to  impress  upon  this  committee 
as  to  what  really  and  fairly  ought  to  be  done  to  mete  out  justice! 
I  assume  that  all  of  us  are  actuated  by  the  same  purpose,  namely, 
that  every  good  citizen  ought  to  want  (1)  to  develop  the  oil  fields 
and  produce  more  oil  for  our  country  at  this  time ;  that  every  honwt 
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citizen  ought  to  want  (2)  to  enforce  the  law  and  (3)  protect  the 
legal  rights  of  the  people  who  are  honestly  and  in  good  faith,  trying 
to  comply  with  the  law  and  discover  and  develop  oil  fields  under  the 
existing  law;  (4)  and  every  honest  man,  either  private  citizen  or 
public  official,  ought  to  want  to  absolutely  prevent  fraud  and 
monopoly  in  these  very  valuable  resources  of  our  country,  but  to 
encourage  their  systematic  development  in  an  orderly  way  that  will 
protect  the  Grovernment  and  be  fair  to  the  people  who  take  all  the 
chances.  Now,  with  those  basic  principles  actuating  all  of  us,  how. 
in  your  judgment,  is  the  best  way  to  accomplish  them  ? 

Mr.  Lenroot.  I  would  like  to  suggest  that  you  must  remember  that 
Mr.  Taylor  is  occupying  a  very  judicial  attitude  and  you  will  have 
to  convince  him. 

Mr.  Tatix>r.  I  have  lived  among  these  people  in  Colorado  nearly 
40  years.  In  fact,  I  was  bom  on  the  frontier  and  have  lived  there 
all  my  life.  I  personally  know  their  hardships,  trials,  and  priva- 
tions, so  that  I  confess  it  is  not  very  difficult  for  these  pioneers  to 
appeal  to  my  sense  of  sympathy  and  fair  play.  I  know  their  condi- 
tions and  I  want  them  to  fully  present  them  to  this  committee,  and 
I  know  the  committee  wants  to  hear  all  the  facts  and  deal  fairly 
with  them,  and  that  is  all  they  ask. 

Mrs.  Harnsberger.  Well,  I  was  bom  a  pioneer  child.  I  am  not 
going  to  tell  you  how  many  years  ago,  but  when  I  tell  you  that  I 
have  a  big  bunch  of  grandchildren  you  will  know  that  I  am  not  as 
young  as  I  used  to  be.  I  was  bom  a  pioneer  child  and  I  know  some- 
thing of  the  rigors  of  pioneers.  Soon  after  I  married  I  came  to 
Wa^ington  to  live,  and  my  husband  being  a  Government  official, 
we  were  shifted  over  the  United  States  pretty  thoroughly.  I  always 
bad  a  longing  to  get  into  the  undeveloped  country  and  have  a  hand 
in  the  building  of  the  empire.  I  tried  to  go  into  Oklahoma  when 
it  was  opened.  I  stood  on  the  border  and  watched  the  run  across 
the  line,  and  I  wanted  to  get  into  it  so  badly  that  I  did  not  know 
what  t(^  do:  but  I  had  a  bunch  of  little  babies  of  my  own  and  I 
could  not.  However,  to  get  back  to  your  question  as  near  as  I  can, 
Mr.  Taylor,  what  I  think  is  right  and  just  to  start  in  with — I  believe 
if  you  will  take  this  section  17  of  the  Senate  bill  and  change  it  to 
read  this  way : 

That  the  rights  of  any  person  who  Is  now  a  hona  fide  occupant  or  claimant 
of  oil  or  gas  bearing  lands  open  to  appropriation  as  such  under  existing  law, 
and  who  has  performed  all  acts  necessary  to  valid  mining  locations  thereof, 
except  to  make  discovery — 

And  I  think  that  is  a  necessary  provision  by  reason  of  the  condi- 
ti(jns  that  I  have  just  explained  to  you  regarding' the  inability  of 
bona  fide  claimants  to  obtain  the  material  and  labor  to  do  the  neces- 
sary work  to  make  a  discovery;  not  any  inability  on  their  part  by 
reason  of  the  fact  they  are  trying  to  beat  the  Government  or  do  some- 
thing wrong,  but  because  it  is  an  absolute  physical  impossibility  to 
do  it 

and  who  on  and  prior  to  said  date  was  preparing  to  develop  said  lands  and  to 
discover  oil  or  gas  therein,  and  who  shall  thereafter  continue  in  the  prosecu- 
tion of  work  without  unreasonable  delay  on  or  for  the  benefit  of  said  locations, 
shall  not  be  affected  or  impaired  by  this  act  so  long  as  such  occupant  or  claimant 
shall  continue  in  the  said  prosecution  of  said  worki 
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Then  I  would  scratch  out  the  next  clause  of  that  section,  because 
if  we  are  enabled  to  continue  under  the  existing  laws  provided,  as  I 
understand  it,  by  the  first  clause,  we  are  enabled  to  go  on  if  we  so 
desire  and  take  that  to  patent,  and  if  we  do  not  take  it  to  patent,  we 
will  have  to  keep  up  our  work  upon  it. 

Right  there,  if  you  are  goin^  to  fix  a  limit  on  these  lands,  I  do 
think  that  limit  should  be  a  minimum  or  a  maximum.  I  think  the 
minimum  should  be  at  least  4,800  acres.  But  really  I  believe  the 
people  who  have  in  good  faith  got  any  number  of  claims  under  ex- 
isting law  are  entitled  to  go  ahead  and  patent  them  if  they  want  to, 
under  the  law,  irrespective  of  the  conservation  work. 

Mr.  Taylors  What  are  the  actual  facts  on  the  ground?  Are 
there  many  people  who  are  what  may  be  called  "  claim  hogs,"  who 
have  gotten  any  very  large  number  of  claims  out  there? 

Mrs.  Harnsberger.  Well,  possibly  I  am  a  land  hog  or  a  claim  hog, 
for  instance. 

Mr.  Taylor.  Are  there  any  people  with  a  large  number  of  hold- 
ings that  are  likely  to  become  valuable  or  produce  anything? 

Mrs.  Harnsberger.  Well,  I  believe  there  are,  or  I  would  not  have 
spent  my  money,  and  I  have  been  spending  my  money  freely  on  them. 

Mr.  Taylor.  Well,  how  many  oil  claims  are  you  interested  in? 

Mrs.  Harnsberger.  Here  is  just  one  group  of  claims  which  I  have 
just  completed.  You  gentlemen  have  been  talking  about  how  we  did 
it.  I  have  just  received  here  notices  of  locations,  and  my  discovery 
certificates. 

Mr.  Baker.  Will  you  put  one  of  them  in  the  record? 

Mrs.  Harnsberger.  I  will,  if  you  will  let  me  have  them  back 
again. 

Mr.  Baker.  Yes.  I  would  like  to  have  you  put  one  of  those  into 
the  record,  so  that  the  members  who  are  not  familiar  with  that  class 
of  claims  may  have  a  real  concrete  case  from  one  who  has  done  the 
work  and  has  the  record  evidence. 

Mrs.  Harnsberger.  I  will  be  very  glad  to  do  so.  Here  is  the  no- 
tice of  location,  and  here  is  the  affidavit  of  the  men  who  did  tfie  work, 
properly  witnessed  by  a  notary  public,  and  he  swears  under  oath  that 
they  did  find  so  and  so,  and  it  is  recorded  with  our  county  treasurer. 
We  have  gone  ahead  and  complied  with  all  the  legal  forms.  For 
instance,  in  this  bunch  of  claims  there  are  13  quarter  sections,  and  I 
have  here  the  people  who  are  in  this  with  me,  and  let  me  tell  you 
who  they  are.  Here  is  C.  H.  Parks.  That  is  Mrs.  Clara  Parks,  who 
is  the  wife  of  the  president  of  the  First  National  Bank  of  my  town. 
H.  J,  Wendt,  who  is  the  editor  of  the  Mountaineer  at  Lander;  C.  E. 
Thomas,  a  young  business  man  there  in  my  town;  H.  G.  Barber, 
who  is  engaged  in  the  bank  there  and  who  runs  the  big  coal  mine 
down  at  Hudson;  W.  H.  H.  Ward,  who  is  an  old  driller  and  has 
been  in  my  employment  for  the  last  seven  or  eisht  years  most  of  the 
time.  He  has  a  pretty  good  knowledge  of  geology  and  it  is  on  his 
judgment  that  I  rely  as  to  geology  more  than  on  the  experts;  B.  IL 
Cook,  who  is  from  your  own  State,  Mr.  Baker,  Santa  Maria*  Cal, 
and  is  engaged  in  the  oil  business  in  Bakersfield,  and  Chester  Bums, 
from  the  same  State,  who  is  also  engaged  there;  and  myself.  Now 
they  are  the  locators  on  these  claims. 

Mr.  Bae£r«  On  all  the  18? 
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Mrs.  Habnsberger.  Yes,  sir;  we  located  those  claims,  and  we  went 
out  there  and  spent 

Mr.  Raker.  This  is  on  the  Bed  Desert? 

Mrs.  Harksberoer.  Yes. 

Mr.  Baker.  And  even  God  Almighty  Himself  forgot  to  finish  it. 

Mrs.  Harnsbergeb.  That  is  what  Dr.  Bird  said  about  it.  You 
know  him? 

Mr.  Taylor.  Yes;  I  know  him.  He  is  a  very  good  cartoonist 
on  one  of  the  Denver  papers. 

Mr.  Smiih.  How  much  did  you  say  you  expended? 

Mrs.  Harnsberger.  We  expended,  altogether,  something  like  $2,- 
800, 1  believe  it  was.  It  was  $320  a  claim,  to  be  exact,  and  there  are 
13  of  them. 

Mr.  Taylor.  Are  they  now  working  or  have  they  been  reasonably 
working  on  every  one  or  those  13  claims? 

Mrs.  Harnsberger.  Yes,  sir. 

Mr.  Taylor.  Are  they  working  there  now? 

Mrs.  Harnsberger.  No,  sir,  we  are  not.  We  closed  this  work  in 
October. 

Mr.  Taylor.  That  was  for  last  year's  work,  1917  ? 

Mrs.  Harnsberger.  Yes,  sir.  This  was  a  discovery.  This  dis- 
covery, you  will  notice,  says  this : 

NOTICE    OF    LOCATION — OIL    PLACEB. 

Notice  is  hereby  given  that  the  undersigned  having  discovered  within  the 
boundaries  of  the  following-  described  claim  a  valuable  mineral  oil  and  gas 
bearing  deposit,  and  having  complied  with  the  requirements  of  Chapter  VI  of 
Title  32  of  the  Revised  Statutes  of  the  United  States,  the  laws  of  the  State  of 
Wyoming,  and  (he  local  customs,  laws,  and  regulations,  have  located  160  acres 
of  oil  plncer  mining  ground,  situated  in  Fremont  County,  Wyoming,  and  de- 
scribed as  follows,  to  wit:  N.  E.  quarter  (i)  section  twenty-two  (22),  township 
twenty-seven  (27)  N.,  range  ninety-four  (94)  W.,  6  (6)  P.  M. 

Discovered  28th  day  of  September,  1917,  located  5th  day  of  October.  1917. 
The  name  of  the  claim  is  Red  Desert  No.  Thirteen. 

Ixicators:  C.  H.  Parks,  H.  J.  Wendt,  C.  E.  Thomas,  H.  O.  Barber,  W.  H.  H. 
Ward,  R.  M.  CJook,  Chester  Burns,  L.  C.  Harnsberger. 


validating  cebtificate. 
State  of  Wyoming, 

County  of  Fremont,  88: 

H.  C.  Ward  and  H.  L.  Garrison,  each  of  lawful  age,  being  duly  sworn,  each 
for  himself,  and  not  one  for  the  other,  upon  his  oath  doth  depose  and  say :  That 
at  the  instance  and  request  and  for  the  use  and  benefit  of  C.  H.  Parke,  H.  J. 
Wendt,  C.  E.  Thomas,  H.  O.  Barber,  W.  H.  H.  Ward,  R.  M.  Cook,  Chester  Burns, 
and  L.  C.  Harnsberger,  original  locators  of  Red  Desert  OH  Placer  Claim  No. 
One,  the  same  being  the  N.  B.  i  of  section  twenty -four  (24),  towi^hip  twenty- 
seven  (27)  N.,  range  ninety-four  (94),  in  Fremont  County,  Wyoming,  they  did, 
on  the  14th  day  of  October.  1917,  complete  a  well  on  said  oil  placer  mining 
claim,  bored  into  the  ground  to  the  depth  of  89  feet  on  said  mining  claim,  and 
obtained  oil  in  suflficient  quantities  to  Justify  a  man  of  ordinary  prudence  in 
the  expenditure  of  further  time  and  money  in  the  reasonable  expectation  of 
ultimately  finding  oil  on  said  mining  claim  in  large  and  commercial  quantities. 

H.  C.  Ward. 
H.  L.  Gabbison. 
Witness : 

H.  S.  HABNSBERGXa. 

Subscribed  in  my  presence  and  sworn  to  before  me  this  28th  day  of  No- 
tcmber,  1017. 

Habbt  S.  Habksbebgeb,  Notary  Public, 
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Now,  we  maintain  that  is  a  valid  discovery. 

Mr.  Taylor.  The  language  of  that  affidavit  of  discovery  appean 
to  have  been  taken  literally  from  some  decision  of  some  Federal 
court  ? 

Mrs.  Harnsberger.  Yes;  it  is  predicated  upon  that. 

Mr.  Church.  Mr.  Chairman,  I  was  going  to  suggest  that  Mrs. 
Harnsberger  furnish  the  committee  her  amendments  in  written 
form,  so  that  we  can  have  them  in  the  record,  so  that  they  can  be 
considered. 

Mr.  Lenroot.  So  far  as  they  have  not  been  suggested  by  somebody 
else. 

Mrs.  Harnsberger.  Yes.  The  Wyoming  contingent  are  getting 
together  and  expecting  to  frame  up  an  amendment,  but  I  will  say 
this:  I  have  not  said  anything  to  the  Wyoming  contingent  at  aU 
about  the  elimination  of  that  portion  of  section  17  of  the  Senate  bill, 
because  after  we  dispersed  last  night,  and  after  discussing  this  mat- 
ter, I  went  home  after  midnight  and  got  to  running  it  over  in  my 
own  mind  and  made  up  my  mind  that  that  language  which  I  have 
suggested  to  be  scratched  out  was  superfluous  and  dangerous  and 
confusing,  and  whatever  you  do,  do  not  have  any  ambiguous  terms 
in  this  act. 

Mr.  Taylor.  You  mean  the  last  few  lines  of  that  paragraph? 

Mrs.  Harnsberger.  Yes;  from  line  7  to  11. 

Mr.  Raker.  You  want  that  language  to  go  out? 

Mrs.  Harnsberger.  Yes;  because  here  is  what  it  says: 

Such  occupant  or  claimant  so  continuing  stuill  be  entitle<I  to  develop  and 
prosecute  his  claim  for  patent  and  to  have  the  same  as  provided  by  existing; 
law  for  such  locations  not  exceefllng  in  the  aKKT^pate  two  thounind  five  hun- 
dreci  and  sixty  acres. 

I  say  that  is  wrong. 

Mr.  Taylor.  Why  do  you  say  that  is  wrong? 

Mrs.  Harnsberger.  Because  you  say  we  can  take  them  to  patent 
under  existing  law,  but  you  say  we  can  take  a  patent  to  only  2,560 
acres,  and  I  say  that  is  a  hardship  on  these  people  who  have  ex- 
pended more  money  on  more  claims. 

Mr.  Taylor.  Your  opinion  is  that  the  claimants  should  be  allowed 
to  patent  all  the  claims  that  they  are  now  lawfully  holding,  under 
the  existing  law,  regardless  of  the  2,560-acre  limit  in  this  bill 
because  the  present  law  makes  no  such  limit. 

Mrs.  Harnsberger.  Yes.  If  you  would  place  in  there  that  they 
may  take  a  patent  to  any  such  claims  as  have  been  demonstrated  ana 

{>roven  to  have  been  located  honestly  and  validly  under  existing 
aw,  that  would  be  all  right. 

Mr.  Saker.  And  worked  continually  until  a  well  was  actually 
brought  into  existence  producing  in  commercial  quantities. 

Mr.  Harnsberger.  We  are  working  there  in  an  endeavor  to  de- 
velop that  whole  field  just  as  rapidly  as  we  can.^ 

When  I  was  preparing  myself  to  go  to  Wyoming  in  the  first  place, 
I  went  to  the  Interior  Department  and  I  went  to  the  Land  Office 
and  I  went  to  the  Geological  Survey  day  after  day  and  day  after 
day  to  get  all  the  information  I  could  and  to  post  myself  as  well  as 
I  could  on  the  new  work  I  was  going  into.  In  the  course  of  that 
work,  I  had  an  inter\^iew  with  one  of  the  attorneys  of  the  Land 
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Office.  I  have  been  tiding  all  the  morning  to  remember  that  man's 
name,  but  I  can  not.  It  was  11  years  ago  and  I  can  not  remember 
his  name.  He  was  an  attorney  of  the  Greneral  Land  Oifice,  and  1 
asked  him  to  explain  to  me  this  placer  mining  law,  and  he  did.  He 
explained  it  to  me  fully  and  explained  what  I  might  do. 

I  wanted  an  explanation  from  the  Land  Office  as  to  my  rights 
and  as  to  what  I  could  do,  because  I  expected  at  that  time  to  take 
some  of  the  Government  domain  under  this  placer  act.  He  ex- 
plained to  me  how  an  association  of  eight  individuals  could  ^o 
together  and  take  an  area  of  the  public  domain,  and  how  they  could 
take  it  and  what  they  had  to  do,  and  I  finally  said  to  him,  '^How 
many  can  I  have?  ''  and  he  said,  "Just  as  many  as  you  have  got 
money  to  take  care  of  and  validate  and  keep  up  your  work  on.  The 
number  of  claims  that  you  may  taks  is  only  limited  by  your  ability 
to  take  care  of  them  and  comply  with  the  law."  I  said  to  him, 
"  Will  you  just  write  that  out  for  me,"  and  he  wrote,  it  out,  and 
somewhere  m  my  papers  I  have  got  that  piece  of  paper,  but  I  do 
not  know  where  it  is  now.  However,  he  expressed  that  opinion  or 
told  me  that.  Now,  following  that  up,  myself  and  my  associates 
have  located  a  number  of  claims.  As  I  tell  you,  in  this  instance  there 
are  13  claims,  but  in  another  place  where  I  am  located  there  are 
about  82  claims  on  the  public  domain. 

Mr,  Taylor.  Have  you  done  all  the  work  required  by 'law  on 
those  claims! 

Mrs.  Harnsbbroer.  We  have  done  the  work,  Mr.  Taylor,  and  on 
this  specific  tract  of  land  we  have  at  present  expended  something  like 
eleven  or  twelve  thousand  dollars  in  real  money  on  that  aggregation 
of  claims,  and  that  was,  as  we  thought,  in  compliance  with  the  law, 
and  we  thought  we  were  following  our  rights  under  existing  law  in 
doing  that.  Now,  then,  why  should  that  be  taken  away  from  us? 
We  are  American  citizens,  and  I  want  to  tell  you  that  there  are  no 
more  patriotic  citizens  on  the  face  of  God's  earth  than  in  Wyoming. 

Now  let  me  tell  you  something  else.  My  county  is  nearly  100  miles 
square.  At  the  last  election  there  were  less  than  3,200  votes  polled. 
As  you  know,  Wyoming  was  the  mother  suffrage  State.  Of  that 
nuniber  about  two-fifths  were  women,  which  leaves  the  male  voting 
population  at  about  1,800;  and  we  have  some  old  soldiers,  old  pa- 
triots, who  fought  in  the  Civil  War.  They  are  diminishing  very 
rapidly.  At  the  last  Decoration  Day  I  could  haul  all  of  them  in  my 
car  to  the  cemetery,  so  you  can  tell  how  few  there  are  left  of  them. 
They  are  old  men,  and  there  are  lots  of  old  men  out  there  beyond 
military  age,  but  I  have  the  names  of  198  boys  who  are  now  in  the 
service  of  their  country  out  of  Fremont  County. 

That  is  more  than  10  per  cent  of  the  male  voting  population  of  my 
county.  We  had  no  draft.  We  did  not  need  any,  and  when  I  left 
home  on  the  morning  of  the  9th  of  December  10  more  boys  went  to 
Denver  to  volunteer,  and  they  are  volunteering  all  the  time.  One  of 
my  sons  is  now  on  the  other  side,  and  I  would  not  own  him  if  he  was 
not  in  the  service  of  his  country.  [Applause.]  The  other  one  is  go- 
ing. Now,  shall  the  rights  of  my  boys  and  these  other  boys  I  am 
speaking  for  be  jeopardized  by  any  bill  that  may  be  enacted  here  by 
Congress?  And  their  rights  are  jeopardized  by  this  bill  when  yon 
limit  and  take  away  any  portion  of  any  one  of  these  claims  which 
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have  been  instituted  under  existing  law  and  on  which  these  boys,  or 
any  of  them,  are  located.  Already  among  our  Fremont  County  boys 
I  have  had  to  put  a  black  band  around  the  names  of  three  of  them  on 
the  register,  x hey  have  yielded  up  their  lives  in  the  service  of  their 
country,  and  that  Great  One  whom  we  all  try  to  follow  said  to  us, 
^Greater  love  hath  no  man  than  this,  that  he  yielded  up  his  life  for 
another,"  and  that  is  what  our  boys  are  doing.  They  are  yielding  up 
their  lives  for  you  and  for  me  and  for  the  world,  that  the  world  may 
be  freed  from  oppression,  and  I  appeal  to  you,  do  not  do  anjrthing 
in  this  bill  that  will  jeopardize  in  the  slightest  degree  any  interest 
that  those  boys  have.  They  have  a  right  here  and  we  have  got  to  pro- 
tect it.    [Applause.] 

Mr.  Lenroot.  Mrs.  Hamsbergcr,  what  is  the  total  acreage  that 
you  are  interested  in  in  all  the  locations? 

Mrs.  Harksberger.  On  the  public  domain! 

Mr.  Lenroot.  Yes. 

Mrs.  Harnsberger.  I  am  located  on  these  82  claims  and  on  the 
other  13  claims  I  spoke  about.    I  am  one  locator  of  eight. 

Mr.  Lenroot.  And  those  two  groups  constitute  the  total  acreage! 

Mrs.  Harnsberger.  Yes. 

Mr.  Lenroot.  That  is  all, 

Mrs.  Harnsberger.  I  want  to  say,  too,  in  addition  to  expending  my 
money  in  this  work,  I  have  spent  my  time,  and  I  am  spending  iny 
time,  and  I  consider  I  am  doing  a  service  to  my  country  when  I  am 
doing  it,  because  I  am  trying  to  develop  more  oil,  and  there  is  noth- 
ing that  the  country  needs  more  to-day  than  oil. 

Is  there  any  more  information  I  can  give  to  the  committee? 

Mr.  Eaker.  I  would  just  like  to  ask  you  this  question:  Your 
recitation  as  to  the  mode  and  manner  and  method  of  your  work  in 
going  out  with  these  pioneers  and  locating  attractive  ground  and  tlie 
hardships  and  work  in  drilling  and  the  loss  in  a  great  number  of 
cases  with  no  discovery  and  a  discovery  of  wells  in  certain  cases  is 
but  a  repetition  of  practically  all  of  the  oil  development  in  Wyoming, 
is  it  not? 

Mrs.  Harnsberger.  Yes;  that  is  just  indicative  of  what  we  all  go 
through. 

Mr.  Raker.  And^  that  is  practically  the  same  as  what  occurred  in 
the  quartz  and  mining  claims  ls  a  general  thing? 

Mrs.  Harnsberger.  Yes,  sir. 

Mr.  Raker.  Now,  in  the  quartz  mining  claims  and  in  the  placer 
mining  claims,  the  department  as  well  as  the  courts  have  laid  down 
the  rule  that  if  you  get  practically  an  infinitesimal  discovery  or 
trace  of  gold,  either  in  the  rock  or  in  the  sand,  it  is  a  discovery  in 
which  the  rights  of  the  man  are  protected? 

Mrs.  Harnsberger.  Yes,  sir. 

Mr.  Raker.  But  in  the  oil  field  they  not  only  require  you  to  do 
what  you  have  said  you  have  done  with  reference  to  the  oil  sands 
and  indications  and  the  dips  and  spurs,  which  would  practically 
convince  an  intelligent  man  who  has  had  experience  in  this  work, 
buii  you  must  go  further  and  actually  get  a  commercial  wcdl  before 
you  can  get  your  title  secure? 

Mrs.  Harnsberger.  Yes,  sir.  As  I  understand  it,  under  the  law, 
before  we  can  get  a  patent  we  have  got  to  produce  oil  in  commercial 
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quantities,  and  that  is  a  mooted  question,  because  what  is  oil  in  com* 
mercial  quantities?  For  instance,  take  our  Dallas  oil,  which  is  a 
very  low-grade  black  oil,  a  fuel  oil  primarily 

Mr.  Raker  (interposing).  From  all  of  those  conditions  which  are 
required  of  the  oil  prospector  and  developer  before  he  gets  his  pat- 
ent your  contention  is  the  Government  having  for  50  years  invited 
these  people  to  go  on  the  public  domain  to  locate  placer  mining 
claims,  lode  placer  claims  and  oil  claims,  and  the  people  having  hon- 
estly and  properly  made  their  locations  and  spent  their  money,  that 
at  this  time  those  who  are  thus  working  should  not  bo  deprived  or 
denied  their  rights? 

Mrs.  Harnsbergeb.  Yes,  sir;  that  is  my  contention. 

Mr.  Eakeb.  But  as  to  future  disposition 

Mrs.  Harnsberger  (interposing).  As  to  any  future  locations,  you 
can  limit  them  with  perfect  justice. 

STATEMENT  OF  MB.  V.  H.  STONE,  OF  LANDEB,  WYO. 

Mr.  Stone.  Mr.  Chairman,  I  live  in  Lander,  and  I  do  not  repre- 
sent any  company  or  any  association  as  an  association.  I  am  not 
here  under  pay,  and  I  am  paying  my  own  expenses.  Perhaps  I  may 
bo  permitted  to  have  just  a  few  seconds  in  which  to  make  a  prelimi- 
nary statement  upon  which  I  want  to  base  some  of  the  statements  I 
am  going  to  make  to  this  committee.  I  was  born  150  miles  west  of 
the  sound  of  a  locomotive  whistle.  I  went  to  Nebraska  and  took  a 
housestead,  and  I  proved  up  on  it.  I  made  a  farm  out  of  it.  I  went 
to  Wyoming  150  miles  ahead  of  the  railroad,  and  I  have  been  out 
there  15  years.  I  have  been  a  pioneer  in  front  of  the  world  ever 
since  I  was  born.  I  know  what  he  has  done,  I  know  what  he  is  trying 
to  do,  and  I  know  what  his  ambitions  are,  and  I  know  what  his 
hopes  are.  I  want  to  talk  to  you  for  a  few  moments  from  that  stand, 
point.  There  have  been  suggestions  made,  or  I  have  gained  the 
impression  from  questions  asked  here,  that  convince  me  that  there 
is  a  misapprehension  on  the  part  of  at  least  some  members  of  the 
committee  as  to  the  conditions  that  exist  and  under  which  we  labor. 
There  has  been  this  suggestion  that  has  grown  up  in  my  mind  from 
questions  I  have  heard  asked :  First,  that  this  oil  game,  as  some  are 
pleased  to  term  it,  is  one  in  which  everybody  who  goes  into  it  has 
only  to  wait  for  a  few  minutes  or  hours  to  become  immensely 
wealthy.    That  is  all  wrong. 

There  is  another  impression  here  that  I  have  gained  from  the 
questions  I  have  heard  asked,  and  that  is  that  the  [people  who  have 
gone  into  these  fields  have  gone  (here  for  some  ulterior  motive;  that 
they  are  trying  to  rob  somebody,  or  do  somebody  out  of  something, 
or  to  do  something  that  they  ought  not  to  do.  Now,  I  want  to  say 
this  to  you,  and  I  am  sorry  that  your  chairman  is  not  present,  because 
he  asked  a  question  here  that  I  wanted  to  answer.  He  said  one  day 
to  one  of  the  witnesses:  "I  know  just  what  you  do,  and  you  know 
how  it  is  done,  and  why  don't  you  just  tell  us  the  truth  about  it?"  I 
want  to  tell  you  the  truth  about  it ;  that  is,  as  to  how  it  is  done  in 
Wyoming.  I  know  how  it  is  done  there.  There  have  been  times 
when  I  thought  that  I  was  a  public-spirited  citizen  by  reason  of 
the  things  that  I  was  doing,  because  I  felt  that  I  was  engaged  in 
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fiomething  for  which  somebody  might  commend  me,  instead  of  say- 
ing to  me,  ^^  We  will  condemn  you  for  it  and  take  away  from  you 
the  results  of  the  efforts  and  labors  you  haye  been  to.''  Now,  I  want 
to  say,  in  the  first  place,  that  this  proposition  of  having  people  to 
receive  money  or  being  in  the  employ  oi  some  company,  as  somebody 
has  suggested,  and  the  taking  up  of  claims  by  some  oil  companies 
tlirou^h  Tom,  Dick,  or  Harry,  acting  under  instructions  from  geolo- 
gists, is  a  mistake.  That  is  all  wrone:  so  far  as  my  observation  croes 
5i  Wyoming.  8  J'  k— 

So  far  as  my  observation  and  knowledge  goes — and  that  goes  to  a 
reasonable  extent,  because  I  have  been  connected  with  these  matters 
for  a  number  of  years — that  has  never  been  the  case.  I  want  to  say 
this  as  one  knowing  the  facts,  because  I  have  ridden  16,000  miles  in  a 
(ear,  driven  by  myself,  in  trying  to  make  locations  and  discoveries  and 
to  do  those  things  that  would  tend  to  develop  the  resources.  I  have 
not  only  done  that,  but  I  have  ridden  thousands  of  miles  and  spent 
thousands  of  dollars  in  the  effort  to  get  the  big  fellow  to  come  in  and 
develop  things  I  had  located,  because  the  little  fellow  can  not  do  it 
himself.  I  want  to  say  that  there  is  not  a  field  in  the  State  of  Wy- 
oming that  has  not  been  found  by  the  little  fellow — the  pioneer  who 
went  out  on  his  own  hook  and  responsibility,  and  not  a  cent  had  to  be 
provided.  I  believe  that  every  oil  field  in  the  State  of  Wyoming  has 
been  found  that  way. 

I  want  to  say  another  thing  in  reference  to  that,  and  that  is  that  so 
far  as  I  know  there  has  been  no  withdrawal  made  by  the  Government 
of  any  land  in  Wyoming  until  after  some  one  of  those  fellows  have 
walked  on  ahead  and  have  dug  oil  wells  and  found  the  oil.  After  he 
has  done  what  he  has  a  perfect  right  to  do,  then  the  GK)vemment 
comes  in  and  takes  the  land  away  from  him.  The  Government  comes 
in  and  takes  it  away,  notwithstanding  the  fact  that  the  law  has  in^ 
vited  us  to  go  in  there.  We  are  invited  by  the  law  to  go  in  there, 
but  the  moment,  af t^r  the  expenditure  of  much  money  and  labor,  we 
succeed  in  finding  anything,  along  come  the  representatives  of  the 
Interior  Department  and  say,  "  This  land  is  witndrawn ;  you  found 
it ;  we  did  not  find  it ;  we  did  not  go  into  the  field  and  investigate  it ; 
our  geologists  did  not  examine  and  report  upon  it;  we  did  not  make 
expenditures  on  account  of  these  things;  you  have  done  those  things, 
and  made  the  discovery,  but  you  can  not  have  it." 

That  is  done,  notwithstanding  the  fact  that  it  was  done  at  the  invi- 
tation of  the  law.  Now,  the  question  has  been  asked  whether  it  is 
true  that  there  are  hog  locators.  That  is  a  pretty  harsh  term,  and  yet 
I  know  just  what  you  mean  by  that.  You  mean  to  ask,  Are  there 
men  or  locators  who  have  gone  out  there  and  taken  claims  indiscrimi- 
nately? We  do  not  use  that  harsh  term,  but  we  call  them  paper 
locations,  in  referring  to  people  who  have  gimimed  the  field  up  with 
stakes,  when  they  do  not  do  anything.  I  am  as  much  against  that  as 
any  man  on  this  committee.  I  am  personally  locatmg  in  three 
groups,  and  in  those  three  groups  I  am  the  only  person  who  has 
located  in  all  three  of  the  gi'oups.  The  other  people  who  have 
located  in  the  groups  are  people  who  have  come  to  me  and  said, 
"  Do  you  know  of  anything  that  is  good  that  we  can  get  into?"  If 
I  say  that  something  is  good — and  I  want  to  say,  with  all  due  defer- 
ence to  the  geologists,  that  I  do  not  pay  any  attention  to  them — ^I  am 
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acting  on  a  hunch.  I  do  not  follow  geologists,  for  my  experience 
has  been  such  that  I  can  not  follow  them. 

There  sits  in  this  room  an  eminent  geologist  who  turned  down 
claims  for  me.  I  went  to  him,  but  I  could  not  get  a  dollar  from 
him,  and  I  went  to  three  or  four  other  geologists,  but  I  could  not 
get  a  dollar.  That  eminent  geologist  turned  it  down  absolutely  on 
my  birthday  and  said  that  it  was  no  good,  and  he  advised  everybody 
not  to  spend  a  dollar  there.  On  the  10th  of  Augi^  a  geologist  repre- 
senting  a  great  company  or  great  aggregations  of  capital  went  there 
and  went  crazy  over  what  he  saw  there,  and  that  field  is  now  dotted 
over  with  leases. 

Now,  these  discoveries  are  the  result  of  pioneer  work;  they  are 
the  result  of  the  work  of  men  who  sleep  in  the  open  air,  witii  the 
temperature  26  degrees  below  zero,  and  I  want  to  say  that  as  a  re- 
sult of  that  sort  of  work  there  has  been  spent  in  the  Red  Desert 
$200,000  in  the  effort,  not  to  hog  land,  but  to  get  oil  and  put  it  on 
the  market  and  ship  it — oil  that  the  people  and  the  Government 
need.  That  is  what  we  are  trying  to  do.  We  are  spending  our  own 
money  and  using  our  own  time  to  do  these  things,  and  we  are  doing 
them  at  the  invitation  of  the  Government  it^lf.  I  want  to  say 
this  to  you,  that  I  have  not  known  of  a  single  instance  in  the  State 
of  Wyoming  where  any  oil  company  has  said  to  me  or  any  other  man, 
'^Show  us  something,  or  show  our  geologist  something,  so  that  we 
can  go  in  and  develop  it." 

As  a  matter  of  fact,  it  is  the  hardest  thing  in  the  world  to  ^et  men 
to  develop  oil  prospects.  You  do  not  realize  how  difficult  it  is.  In- 
stead of  the  companies  inviting  us  to  take  lands  for  development  by 
them,  we  not  only  have  to  spend  our  own  money  and  do  all  the 
work  from  the  very  jump  to  develop  the  lands  ourselves,  but  we 
have  to  get  down  on  our  hands  and  knees  to  the  big  men  after  making 
the  discoveries,  pleading  with  them  to  come  in  and  develop  it.  I 
do  not  represent  anybody  who  has  ever  taken  or  filed  upon,  or 
located,  or  undertaken  to  locate  upon,  an  acre  of  withdrawn  land. 
We  are  all  on  the  open  public  domain  that  the  Government  up  to 
this  time  has  made  no  effort  to  withdraw.  It  has  been  suggested 
that  we  have  been  wonderfully  still  about  it,  because  the  moment 
these  things  are  advertised,  along  comes  a  representative  from  the 
department  in  Washington  looking  into  the  thing.  He  says,  ^'  You 
have  found  it,  you  have  spent  your  time  and  money  and  labor  on 
this,  you  have  endured  great  hardships  in  doing  it,  but  we  will  take 
it  away  from  you."  Now,  all  that  we  want  is  fairness;  honest 
^' Injun,"  that  is  all  we  ask  of  the  committee.  All  that  we  ask  is 
that  you  treat  us  with  fairness  and  treat  us  equitably.  Let  us  feel 
that  we  are  coming  into  a  court  of  equity,  and  not  into  a  technical 
court  of  law. 

We  have  ^one  through  these  things  in  order  to  discover  and  de- 
velop what  the  country  wants.  You  say  that  you  want  conservation, 
that  you  want  to  promote  production,  and  that  you  want  to  prevent 
monopoly.  I  do  not  agree  with  all  the  people  from  Wyoming  in 
reference  to  some  of  the  features  of  this  bill,  and  I  want  to  say  that 
to  you  plainly,  because  I  am  a  plain,  blunt  old  soldier.  I  want  to  say 
to  you  that,  in  my  judgment,  some  of  the  features  of  this  bill  will  do 
the  very  things  that  you  do  not  want  to  have  done,    I  want  to  say  to 


6S2  OIL  LEASING  LANDS. 

you  that  some  of  the  features,  instead  of  preventing  monopoly  wiD 
promote  monopoly.  I  want  to  say  to  you  that  I  do  not  represent  any 
oil  company  or  any  corporation.  I  have  not  got  a  thing  to  say  for 
them,  and  they  are  able  to  speak  for  themselves.  They  may  protect 
themselves.  I  want  to  talk  for  the  people  who  can  not  do  that ;  I  want 
to  talk  for  the  man  who  has  not  the  money  to  fight  his  way  through 
the  courts,  and  I  want  to  talk  about  the  man  who  has  spent  years  of 
hard  labor  in  this  work,  because  he  is  the  man  who  can  get  but  a 
little  piece  out  of  it,  and  I  want  to  be  sure  that  he  has  that  little  piece. 
I  do  not  want  any  law  passed  that  will  prevent  him  from  receiving 
that  little  bit.  He  does  not  want  a  stomach  full,  but  he  does  want  a 
bite.  He  has  earned  it,  and  I  do  not  want  to  see  it  taken  away  from 
him  by  this  pending  bill.  That  is  all  I  am  here  to  ask  for.  I  ask 
and  honestly  solicit  that  this  committee  protect  and  safeguard  the 
interests  of  those  men  and  those  women,  because  there  are  many 
women  who  have  gone  out  on  the  public  domain  and  located  land 
and  spent  money  and  time  on  these  claims,  all  in  perfect  good  faith. 

As  I  say,  there  seems  to  be  an  impression  that  there  has  not  been 
exercised  good  faith  in  this  matter.  Mrs.  Harnsberger  has  told  you 
how  these  claims  are  located.  She  has  told  you,  and  I  can  testify  to 
it  under  oath,  that  money  has  been  spent  on  the  claims  referred  to, 
not  for  the  first  year's  assessment  work,  but  an  expenditure  has  b?en 
made  in  order  to  make  discovery.  I  want  to  say  to  you  that  there 
was  discovery  made,  so  that  those  claims  come  within  the  decision 
of  the  courts;  I  know  that  personally.  I  want  to  say  to  yoxi  that 
there  has  been  an  expenditure  of  $820,000.  I  want  to  go  a  little  bit 
further:  I  think  when  that  statement  regarding  discovery  was  made, 
there  was  something  suggested  by  some  person  here  in  the  room 
which  indicated  that  the  discovery  could  not  have  been  made — ^that 
is,  they  derived  the  idea,  probably,  that  somebody  has  been  trying  to 
slip  something  over  on  the  Government,  by  getting  some  man  who 
is  irresponsible  to  swear  to  the  discovery.  Now,  in  this  case  we  have 
employed  old  Bill  Ward,  who  has  been  referred  to  here,  and  who 
has  been  a  driller  for  35  years.  I  employ  him  to  do  a  lot  of  drilling 
for  me.  and  he  has  been  employed  to  do  the  validation  work  that 
Mrs.  Harnsberger  referred  to.  I  said  to  him,  **  Bill,  we  are  paying 
you  by  the  foot " — and  we  do  pay  him  $2  a  foot.  I  said  to  him,  "  We 
are  paying  you  by  the  foot,  and  we  have  nothing  to  cover  up  in  this 
matter.''  He  knows  that.  We  take  that  money  out  of  our  pockets 
and  he  puts  it  into  his  pocket.    He  is  paid  $2  per  foot. 

I  want  you  to  understand  that  he  is  an  old  driller  and  he  knows 
oil  when  lie  sees  it.  I  said  to  him,  "  Don't  you  ever  remove  that  ri? 
until  you  are  prepared  to  go  into  court  and  stand  a  cross-exaniina- 
tion  under  fire  on  the  proposition  that  you  have  found,  not  only  indi- 
cations of  oil,  but  some  oil,  and  in  such  place  or  formation  as,  in 
your  judgment,  would  justifjr  a  prudent  man  in  expending  further 
money  to  find  oil  in  commercial  quantities."  Those  are  the  instruc- 
tions that  I  gave  him.  The  instructions  were  that  he  might  go  a 
thousand  feet,  if  he  wanted  to.  Now,  is  there  anything  underhanded 
about  that,  or  is  that  acting  in  good  faith?  Is  not  that  an  evidence 
of  fairness?  Is  not  that  a  showing  on  our  part  that  we  are  honest 
in  our  efforts  to  get  a  validation  there  by  making  actual  discovery. 
Now,  we  are  up  against  the  proposition  that  Judge  Raker  referred  to 
in  his  question,  and  that  is  the  difference  between  what  the  courts 
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call  validation  and  what  the  Secretary  of  the  Interior  calls  valida* 
tioD.  I  want  to  go  further  and  say  that  I  believe  it  is  your  duty, 
your  absolute  duty,  in  all  fairness,  equity,  and  good  faith,  as  be- 
tween the  citizens  and  the  Government,  to  pass  a  bill  a:nd  put  into  the 
bill,  if  you  please,  a  definition  of  what  a  valid  discovery  is,  so  that 
when  we  come  down  here  before  the  department  and  undertake  to 
obtain  a  patent  for  lands  on  which  we  have  spent  our  time  and 
money,  and  for  which  we  have  suffered  hardships,  everybody  con- 
cerned will  know  what  is  required. 

We  do  up  there  what  you  men  would  not  think  of  doing  for  a 
minute.  I  want  to  say  that  you  should  have  a  bill  passed  from  which 
ftll  uncertainty  is  eliminated,  so  that  when  we  shall  have  complied 
with  the  law  we  shall  get  what  we  are  entitled  to  receive.  That 
should  be  done  so  that  it  will  not  be  necessary  to  come  on  here  to 
Washington.  I  have  had  to  come  to  Washington  seven  or  eight 
times  during  the  last  few  years  and  appear  before  the  department, 
because  it  could  not  be  done  any  other  way.  We  might  stand  the 
expense,  or  we  might  get  away  from  the  expense ;  but  it  is  the  uncer-; 
tainty,  the  indefiniteness,  and  this  eternal,  everlasting  procrastina- 
tion that  we  want  to  have  eliniinated.  We  like  to  ao  things  out 
West  and  not  leave  them  for  our  grandchildren  to  do.  I  am  getting 
to  the  age  where  it  is  not  so  much  a  question  of  how  much  I  will 
leave  to  my  grandchildren  but  I  want  something  for  myself.  I 
want  to  say  to  you  in  all  seriousness  that  I  have  kept  mvself  poor 
and  my  nose  against  the  financial  grindstone  in  order  to  do  some  of 
these  things  that  I  have  done  out  there. 

I  do  not  pretend  to  be  a  philanthropist  altogether  in  what  I  have 
done.  I  have  not  taken  hold  of  that  proposition  altogether  for  the 
benefit  of  the  Nation  and  for  the  development  of  the  resources,  but 
I  have  had  a  selfish  interest  in  it.  I  do  not  know  of  anybody  who 
does  not  have  a  selfish  interest  in  what  he  does.  That  is  according 
to  my  observation  of  human  nature.  I  am  entitled  to  make  some 
money,  and  I  ought  to  make  some  money,  but  I  am  not  making 
enough  money  to  pay  for  all  the  hardship  and  privation  that  I  have 
had  to  endure.  I  do  not  care  how  much  money  I  make,  I  will  never 
make  enough  out  of  it  to  pay  for  the  gray  hairs  in  my  head  and  for 
the  nights  of  misery  that  I  have  gone  through  with.  You  gentlemen 
do  not  know  what  it  means  to  be  for  days  upon  the  Red  Desert,  with 
your  tongue  swollen  from  thirst.  I  have  found  a  pool  of  water  col- 
lected in  a  cow  track,  and  have  been  glad  to  lie  down  and  drink  water 
out  of  that  cow  track  in  order  to  take  the  swelling  out  of  my  tongue. 
If  I  could  drill  a  million-barrel  well,  it  would  not  pay  me  for  the 
hardships  I  have  gone  through  with,  and  it  would  not  pay  others 
^ho  have  gone  through  the  same  experience.  Now,  all  that  we  ask  is 
fairness;  all  that  we  ask  is  equity;  all  that  we  ask  is  that  you  do  not 
take  away  from  us  that  which  you  have  held  out  to  us  for  years  and 
years.  Through  the  law,  we  have  been  invited  to  go  in  tlierc,  and 
^e  have  gone  in  good  faith,  and  we  have  made  a  bona  fide  effort  to 
comply  with  the  law,  and  even  if  we  have  not  done  so  technically  in 
all  respects,  you  should  recognize  the  equity  of  the  situation  and 
give  us  that  which  our  efforts  entitle  us  to. 

Mr.  Raker.  If  that  land  is  not  in  withdrawal,  and  you  actually 
discover  oil  on  it  in  commercial  quantities  you  will  get  a  patents 
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Mr.  Sxx)KE.  Yes,  sir ;  but  there  has  been  some  question.  There  is 
what  one  gentleman  called  the  psychological  question,  and  I  want  to 
refer  to  that.  I  have  spent  thousands  of  dollars  and  traveled  thou- 
sands of  miles  to  get  money  to  develop  these  things.  I  have  been  to 
New  York,  Chicago,  to  Denver,  and  1  have  been  to  Washington.  I 
have  been  to  Salt  Lake  City  for  the  purpose.  When  I  approach  a 
man  and  say  to  him  I  have  something  I  want  to  interest  him  in,  and 
tell  him  that  I  have  a  very  good  prospect,  or  a  verv  good  bet,  he 
immediately  asks,  "How  much  land  have  you  got? "  Well,  I  say, 
"I  have  so  much  land."  He  will  immediately  say,  "No,  sir;  I  can 
do  nothing  for  you."  I  ask  him,  "  Why  ?  "  and  he  says,  '"  Because 
before  you  succeed  in  getting  such  money  as  is  necessary  to  develop 
your  field  you  must  show  that  you  have  a  territory  large  enough." 
Now,  if  it  is  an  oil  field,  and  if  the  drilling  proves  it  to  be  a  ^xxl 
oil  field,  you  must  have  such  a  field  as  will  warrant  one,  in  the  first 
place^  in  gambling  upon  the  proposition  that  you  have  an  oil  field, 
and,  m  the  second  place,  if  you  have  oil,  you  have  got  to  have  enough 
acreage  to  warrant  an  expenditure  for  a  pipe  line  and  refinery. 
That  is  what  you  would  be  up  against.  That  is  the  practical  end  of 
it.  Theoretically,  perhaps,  it  should  not  be  so,  but  that  is  true  from 
the  practical  standpoint.  When  I  go  to  them  with  a  small  tract,  they 
laugh  at  me.  Here  is  a  part  of  the  Red  Desert,  50  miles  from  any 
railroad ;  you  are  50  miles  from  transportation,  and  you  can  not  go 
in  there  with  $50,000  or  $100,000.  It  would  be  foolish  to  go  in  there 
with  any  such  sum  as  that  You  must  show  a  large  tract,  or  enough 
to  warrant  an  expenditure  for  all  of  those  things  that  are  necessary. 

Mr.  Lenroot.  Before  this  gentleman  concludes,  I  shall  want  to  ask 
him  a  few  questions. 

Mr.  Raker.  From  your  observations,  in  addition  to  those  you  have 
described,  in  the  Wyoming  fields — and  I  am  confining  myself  exclu- 
sively to  them — ^have  the  locators,  generally  speaking,  so  far  as  your 
observation  is  concerned,  proceeded  and  carried  on  their  work  in 
what  you  and  I  would  call  good  faith? 

Mr.  Stone.  I  think  that  a  percentage  of  them  have  not;  I  think  it 
is  true  that  a  percentage  of  them  have  not  done  that. 

Mr.  Raker.  Is  there  not  practically  a  process  of  self-elimination. 
by  which  those  people  who  really  do  not  do  their  work  are  elimi- 
nated ? 

Mr.  Stone.  Yes,  sir;  I  think  so.  I  think,  in  the  first  place,  that 
the  man  who  can  not  show  down  on  his  work  can  not  interest  any- 
body in  furnishing  money  to  drill  for  him. 

Mr.  Raker.  As  a  matter  of  fact,  you  have  stated  conditions  that 
some  of  us  have  seen  ourselves.  Is  it  not  really  a  fact,  or  has  it  not 
been  a  fact,  more  so  in  the  past  than  at  present,  that  a  man  really 
puts  his  life  against  some  other  man's  money  in  this  business? 

Mr.  Stone.  Yes,  sir;  that  is  the  situation.  That  is  what  I  have 
been  doing.  I  have  all  my  life  been  putting:  my  time,  energy,  and 
comfort  in  the  effort  to  get  some  man  to  balance  what  I  have  done 
with  money  to  drill  the  wells. 

Mr.  Raker.  And,  after  actual  discovery  has  been  made  by  the  men 
who  have  had  experience  in  various  fields — in  gold  mines,  coal  mines, 
as  well  as  in  oil  fields — is  it  not  a  fact  that  the  Government,  after  all 
this  has  been  done,  has  made  withdrawals  in  the  manner  you  have 
stated  ? 
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Mr-  Stonb,  Yes,  sir. 

Mr.  Raker.  And  that  is  really  the  trouble  that  you  are  up  against 
now? 

Mr.  Stone.  Yes,  sir.  It  has  not  caused  all  the  trouble,  because 
none  of  my  people  have  undertaken  to  go  on  land  in  withdrawals. 

Mr.  Raker.  There  is  another  condition  that  has  really  brought  up 
a  good  deal  of  comment — comment  in  the  committees  and  in  the  Land 
Office — and  it  has  to  some  extent  perverted  public  opinion,  and  that 
is,  where  a  man  or  a  woman  locator  like  Mrs.  Hamsberger  and 
others  have  gone  through  hardships  and  spent  their  money  in  devel- 
opment work,  there  are  a  lot  of  Toms,  Dicks,  and  Harrys  running 
around  or  loafing  around  with  their  feet  on  the  iron  railing  of  a 
saloon  or  hotel  waiting  for  developments,  and  who  commence  these 
contests,  and  try  to  find  somebody  to  swear  against  what  the  locators 
have  done? 

Mr.  Stone.  Yes,  sir;  that  sometimes  happens.  They  are  paper 
locators,  or  the  men  you  term  hog  locators;  but  you  must  not  cout 
demn  the  other  fellow  or  the  honest  man.  You  must  not  condemn 
honest  men  who  are  members  of  the  church  because  there  are  hypo- 
crites in  the  church. 

Mr.  Raker.  There  seems  to  be  a  good  deal  of  improper  information 
and  criticism  against  the  mining  locator,  prospector,  or  wildcatter, 
if  you  want  to  use  that  name,  and  I  have  observed  that  a  great 
deal  of  it  has  come  about  because  of  men  in  the  locality  where  the 
operations  are  going  on  who  have  not  sense  enough  or  ability 
enough  to  do  anything  for  themselves,  or  they  are  too  lazy  to  go 
out  and  do  prospecting  work— — 

Mr.  Stone  (interposing).  That  is  particularly  true  in  the  town  in 
which  I  live.  I  meet  with  that  every  day.  People  are  coming  around 
kicking  and  knocking  and  doing  nothing.  On  the  Red  Desert  we 
located  claims,  and  I  have  been  to  New  York  twice  and  to  Chicago 
four  or  five  times,  but  could  not  get  any  money.  I  have  tried 
everywhere  to  get  money.  When  a  man  starts  a  well  in  a  country 
like  that  with  less  than  ^0,000  in  the  bank  he  is  a  rank  chump. 

On  or  about  the  8th  day  of  September,  last,  a  gentleman  by  the 
name  of  Tengbergen,  who  had  theretofore  been  associated  with 
the  Royal  Dutch  and  Roxana  companies,  sent  men  into  the  Red 
Dasert  to  secure  some  claims.  I  found  the  thing  interesting.  They 
were  making  examinations,  but,  of  course,  you  could  get  as  many 
opinions  on  locations  as  you  had  geologists  to  make  the  examina- 
tions. Now,  Tengbergen  was  supposed  to  be  representing — though 
I  understand  that  he  was  not^ — ^the  Dutch  Shell.  The  sections  of 
my  land  that  were  taken  were  taken  under  an  agreement  to  develop 
immediately.  It  was  not  one  of  those  leases  under  which  a  man 
could  walk  off  and  settle  by  the  payment  of  liquidated  damages,  but 
he  was  bound  to  spend  a  certain  amount  of  money.  Now,  just  the 
minute  that  company  went  in  there  those  people  who  had  been  try- 
ing to  bring  us  into  disrepute,  took  a  great  interest  in  it,  and  would 
come  around  to  me  and  say,  "Stone,  you  have  some  oil  locations 
down  there;  is  there  anything  g()od  in  there  that  we  can  get  in  on  "t 
I  said  to  them,  " No;  you  can  not." 

Mr.  Raker.  The  man  who  is  honest  and  honorable  and  wants  to 
pay  his  debts,  who  has  done  his  development  and  experimental  work, 
and  who  has  actually  borrowed  money  in  order  to  carry  the  hole 
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deeper  and  bring  up  oil,  ought  to  have  a  little  in  addition  to  com- 
pensate him  for  the  hardship  and  mental  angui^  he  has  suffered^ 
ought  he  not  ? 

Mr.  Ston.  Then  give  me  a  whole  lot  of  land. 

Mr.  Raker.  Is  that  true  ? 

Mr.  Stone.  Yes,  sir;  that  is  true. 

Mr.  Baker.  Some  of  these  men  almost  go  insane? 

Mr.  Stone.  Yes,  sir.  When  you  put  all  of  your  money  in  a  hole 
in  the  ground  and  see  it  going  wrong,  it  puts  gray  hairs  in  your 
head.  The  man  who  has  done  that  is  entitled  to  consideration.  He 
wants  equity  and  wants  to  have  another  opportunity ;  he  is  entitled 
to  have  it,  and  he  ought  to  have  it. 

Mr.  Raker.  It  is  a  road  not  strewn  with  flowers  but  with  rocks. 

Mr.  ST0^'E.  With  thorns. 

Mr.  Raker.  That  is,  until  he  actually  discovers  oil  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Sinnott.  I  do  not  know  whether  I  understood  you  conrectly, 
but  you  spoke  of  having  a  man  by  the  name  of  Ward  to  drill  for 
you  at  $2  per  foot  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Sinnott.  And  you  spoke  about  needing  $50,000 

Mr.  Stone.  These  are  validation  holes  or  discovery  holes,  that  run 
anywhere  from  750  to  1,500  feet  in  depth. 

Mr.  Sinnott.  Is  that  assessment  work? 

Mr.  Stone.  No,  sir;  that  is  not  assessment  work,  but  discovery 
work.  Under  the  law,  in  addition  to  the  discovery  work,  if  I  make 
discovery  in  1917,  sometime  in  the  vear  beginning  January  1, 1918, 
I  must  spend  $100  on  the  claim.  That  is  the  assessment  work.  I 
can  not  get  any  credit  on  account  of  the  money  I  have  spent  in 
making  discovery. 

Mr.  LiENROOT.  Mr.  Stone,  you  stated  that  you  thought  there  might 
have  been  some  danger  of  the  Government's  withdrawing  the  land 
in  Red  Desert  if  you  had  not  been  successful  in  keeping  your  opera- 
tions quiet.  Do  you  not  think  there  is  some  danger  of  some  Got- 
ernment  officials  finding  out  about  it? 

Mr.  Stone.  I  think  we  might  have  been  in  danger.  That  is  the 
identical  thing  that  did  happen  in  the  Lost  Soldier  field.  Now,  the 
local  papers  would  not  mention  the  facts  by  reason  of  that  very  fear. 

Mr.  Lenroot.  You  say  you  employed  a  man  by  the  name  of  Ward 
to  do  your  validation  work? 

Mr.  Stone.  Yes.  sir. 

Mr.  Lenroot.  When  Mr.  Ward  drills  so  far  that  he  is  able  to  make 
what,  in  his  opinion,  is  the  necessary  affidavit  of  discovery,  then,  of 
course,  your  instructions  to  him  are  to  stop  ? 

Mr.  Stone.  Yes,  sir. 

Mr.  Lenroot.  And  not  to  proceed  further? 

Mr.  Stone.  That  is  true. 

Mr.  Taylor.  When  he  does  make  that  discovery,  if  it  is  honest 
work,  there  is  no  person  out  there  who  would  attempt  to  jump  such  a 
claim,  is  there? 

Mr.  Stone.  No,  sir.  Not  only  will  no  honest  person  do  that,  but 
no  dishonest  person  will — not  by  reason  of  any  scruples,  but  bj 
reason  of  the  conditions  that  exist  there. 
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Mr.  Taylor.  We  can  take  care  of  dishonest,  rascally  claim  jump- 
ers, but  we  can  not  prevent  the  United  States  Government  from 
coming  in  and  taking  our  claims  away  from  us? 

Mr.  Stone.  No,  sir. 

Mr.  Lenroot.  Will  the  law  permit  an  honest  person  to  jump  it? 

Mr.  Stone.  An  honest  person  will  not  jump  your  claim. 

Mr.  Tatlor.  There  is  no  danger  or  fear  of  claim  jumpers  if  you 
have  done  your  discovery  and  assessment  work  honestly  and  in  full 
compliance  with  the  law.  When  that  has  been  done,  there  is  nobody 
in  that  country  who  would  think  of  or  attempt  to  jump  your  claim? 

Mr.  Stone.  No,  sir;  they  never  have. 

Mr.  Tatlor.  The  general  knowledge  of  the  mining  law  and  the 
usage  of  the  country  is  sufficient  to  insure  respect  for  those  possessory 
legal  rights? 

Mr.  Stone.  Yes,  sir. 

Mr.  Tatlor.  Those  rights  rest  upon  what  is  understood  and  has 
always  been  considered  a  compliance  with  the  placer-mining  law 
as  it  is  on  the  statute  books  and  nas  for  over  40  years  been  recognized 
by  the  courts? 

Mr.  Stone.  Up  to  this  time,  that  is  true. 

(Thereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

after  recess. 

The  committee  reassembled,  pursuant  to  the  taking  of  recess. 
The  CHAHttfAN.  Wo  will  hear  Mr.  Curtis  first  this  afternoon. 

STATEMENT  OF  MB.  FBAHK  G.  CITBTIS,  OF  CASFEB,  WTO. 

Mr.  Curtis.  Mr.  Chairman,  I  am  the  chairman  of  the  executive 
committee  of  the  Wyoming  Chapter  of  the  American  Mining  Con- 
fess. I  am  identified  with  the  New  York  Oil  Co.  and  the  Curtis 
Petroleum  Co.  in  their  active  management.  The  New  York  Oil  Co, 
has  production  which  is  operating  in  the  Salt  Creek  field  to  some 
extent,  but  we  are  not  yet  entitled  to  sell  that  production,  because 
wo  are  now  seeking  temporary  relief  upon  the  land  the  production 
is  coming  frcm. 

We  have  contracts  to  drill  other  wells  in  the  Salt  Creek  field.  We 
have  a  very  few  operations  combined  with  the  Ohio  Oil  Co.  We 
have  some  lands  in  the  Salt  Creek  fields  that  are  in  litigation. 

The  New  York  Oil  Co.  and  the  Curtis  Petroleum  Co.  are  operat- 
ing in  the  Iron  Creek  field  and  in  Oil  Mountain  and  the  Curtis 
Petroleum  Co.  is  operating  with  the  Ohio  Co.  in  Immigrant  Gap 
North,  and  individually  I  am  operating  with  the  Ohio  Oil  Co. 
Spider  Structure.  I  am  cooperating  with  the  Cook  Oil  Co.  and  the 
Virginia  Oil  Co.  attempting  to  develop  the  Virginia  Dome  on  Immi- 
grant Gap  South. 

Mr.  Chairman  and  members  of  the  committee,  I  had  thought  that 
I  would  not  ask  to  make  any  remarks  before  this  committee;  but 
there  are  one  or  two  subjects  that  have  been  very  lightly  touched 
upon,  and  one  that  has  not  been  touched  upon  at  all  during  the  hear- 
ings of  your  committee,  and  that  is  a  proviso  in  the  placer-mining 
l^w  which  deals  with  the  subject  of  title  by  prescription. 
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I  think  it  has  been  well  established  before  this  committee  that  the 
people  of  Wyoming  now  and  for  many  years  past  have  pretty  well 
understood  the  provisions  of  the  placer-mining  law.    It  was  the  only 

f)rovision  you  gave  them  to  use  and  operate  under  and  to  develop  oU 
ands  in  the  State. 

Section  2332  of  the  Revised  Statutes  I  want  to  call  to  your  par- 
ticular attention,  and  ask  you  to  give  it  your  careful  consideration 
in  the  development  of  the  work  of  this  committee.  It  reads  as  fol- 
lows: 

Where  suoh  persons  or  associations,  they  and  their  grantors,  have  held  and 
worked  their  claims  for  a  perio<l  equal  to  the  time  presc^ribed  by  the  5?tatute 
•f  limitations  for  miuin^  claims  of  the  State  or  the  Territory  where  the  saioe 
may  be  situated,  evidence  of  such  possession  and  working  of  the  claims  for  cer- 
tain perio<ls  shall  be  sufficient  to  establish  a  right  for  a  patent  thereto  under 
this  chapter,  and  In  the  absence  of  any  adverse  claim;  but  nothing  In  thte 
chapter  shall  be  deemed  to  impair  any  Hen  which  may  have  attached  In  any 
way  whatever  to  any  mining  claim  or  property  thereto  attached,  prior  to  the 
issuance  of  a  patent. 

That  is  a  very  important  provision  for  you  to  remember.  As 
has  been  pointed  out  so  forcibly  this  morning  by  the  lady  from 
Wyoming,  there  have  been  many  claimants  for  many  years  in  Wyo- 
ming of  oil  claims,  and  when  you  refer  to  the  Wyoming  statute 
you  will  find  that  it  makes  the  statute  of  limitations  in  that  State 
for  maintaining  a  prescriptive  right  to  a  piece  of  real  property  as 
10  years,  and  vou  will  be  brought  to  the  appreciation  that  in  all 
human  probability  there  are  many  claims  in  Wyoming  where  the 
parties,  according  to  the  interpretation  of  that  statute  laid  down  by 
the  courts  of  the  United  States,  have  obtained  their  titles  by  pr^ 
scription,  over  and  over  again.    It  is  the  fact. 

You  can  not  go  into  all  the  various  claims  here,  of  course. 

Mr.  SiNNOTT.  What  is  the  date  of  that  statute? 

Mr.  Curtis.  This  has  been  in  operation  for  many  years. 

Mr.  SiNNOTT.  Do  you  know  the  date  of  it? 

Mr.  Curtis.  It  is  one  of  the  original  provisions.  It  has  been  run- 
ning through  the  placer-mining  law  during  practically  the  entire 
existence  of  the  law. 

Mr.  SiNNOTT.  Has  that  pi'ovision  been  construed  by  the  courts? 

Mr.  Curtis.  Yes;  most  assuredly.  I  ^ot  up  here  with  the  absoluta 
determination,  after  the  splendid  attention  you  have  given  our  peo- 
ple, to  say  but  little,  and  I  am  simply  going  to  ask  to  insert  J^orae 
citations,  touching  this  matter.  I  want  to  call  your  particular  atten- 
tion to  the  Fianza  case,  decided  by  the  Supreme  Court  of  the  Unite*! 
States,  in  which  the  Supreme  Court  said  that  the  right  to  a  patent 
to  land  is  the  right  to  the  land  itself,  and  in  which  they  upheld  title 
by  prescription. 

The  Chairman.  You  desire  to  insert  those  citations  at  this  pointi 

Mr.  Curtis.  Yes,  sir. 

(The  matter  referred  to  is  as  follows:) 

PRESUMPTION 8  IN  FAVOB  OF  LONG  POSSESSION. 

Harris  et  nl.  v.  Equator  M.  &  S.  C5o.  (8  Fed.,  868),  circuit  court:  After  stntla? 
that  only  strict  compliance  with  the  law  would  avail  a^^ainst  the  Qovernniefil 
(Miuce  denied  by  the  Supreme  Court  in  Belk  v,  Meagher  and  Reavls  v»  Fietaa^)* 
Judge  Hallett  held  "  but  In  support  of  undi^iturbed  pomession  long  enjoyed,  * 
presumption  may  in  some  cases  arise  that  the  location  was  at  first  well  mtd^ 


OIL  LEASING  LANDS.  589 

*  *  *  It  may  well  be  that  a  purchaser  in  possession  nnder  a  conveyance 
regular  in  form  is  in  by  color  of  title,  which,  in  time,  under  the  statute  of  limita- 
tions, will  ripen  into  a  perfect  ri^ht  *  *  *  A  presumption  is  indulged  that 
the  location  was  regularly  made  iB  the  first  place,  and  the  party  in  possession 
is  allowed  to  remain  so  long  as  he  complies  with  the  conditions  under  which  he 
holds  the  estate.  The  circunih-tance  that  a  miner's  estate  in  the  public  lands  is 
subject  to  conditions,  on  failure  of  which  it  will  be  defeated,  is  not  controlling. 
In  general  we  apply  to  mines  in  the  public  lands  the  rules  applicable  to  real 
property,  as  it  may  be  conveyed  by  deed,  is  subject  to  sale  on  execution  as  land, 
descends  to  the  heir  of  the  claimant  and  not  to  the  personal  representative  of 
his  estate,  and  so  on." 

Cheeseman  v,  Shreeve  (40  Fed.,  787)  Is  the  charge  of  Judge  Phillips  on  the 
presumptions  attending  a  9-year-old  location.  The  court  said :  "  And  while  it 
is  true  that  to  authorize  the  location  of  these  claims  the  locators  should  have 
made  a  discovery  thereon  of  a  vein  of  mineral  ore  and  done  certain  work  thereon 
and  complied  otherwise  with  the  law  regulating  such  locations,  yet  you  are  in- 
structed that  the  certiflcates  of  location  are  presumptive  evidence  of  such  dis- 
covery ;  and  that  the  locators  had  complied  with  the  law  with  this  respect ;  and 
that  after  the  lapse  of  many  years,  as  In  this  case,  every  reasonable  presumption 
should  be  indulged  in  by  the  Jur>^  In  favor  of  the  Integrity  of  the  location." 

In  Smith  r.  Newell  (86  Fed.,  56)  Judge  Marshall  denied  that  a  presumption 
of  discovery  arose  from  the  lor»atlon  certificate  in  that  case,  but  qualified  it  by 
adding :  "  It  Is  not  shown  that  the  locators  of  the  Black  Rock  claims  are  dead 
or  absent,  nor  Ik  it  suggeste<l  that  it  Is  difficult  to  prove  the  fact  of  discovery  if 
It  existed." 

In  Vogel  r.  WarsIng  (146  Fed.,  949)  the  Ninth  Circuit  Court  of  Appeals  held: 
**  They  claim  to  be  the  owners  as  purchasers  and  not  as  locators.  As  the  origi- 
nal locator  and  his  witnesses  were  absent  from  Alaska,  their  affidavits  could  not 
be  obtained.  The  validity  of  the  location  had  been  unchallenged  for  more  than 
Ave  years  and  up  to  the  time  of  the  commencement  of  the  present  action.  It 
has  been  held  that  under  such  circumstances  the  certificate  of  location  creates 
a  presumption  of  discovery  of  mlnernl  and  of  a  valid  location."  And  the  court 
refused  to  accept  the  contention  that  no  discovery  had  been  shown. 

In  Thomas  v.  South  Butte  Mining  Co.  (211  Fed.,  105)  the  ninth  circuit  said: 
"  Where  mining  claims  have  passed  out  of  the  hands  of  the  original  owners  and 
have  stood  unchallenged  for  years  and  have  been  developed  to  a  considerable 
extent,  the  certificate  of  location,  If  In  due  form,  may  be  deemed  presumptive 
evidence  of  a  discovery  and  of  a  valid  location." 

In  Belk  v.  Meagher  (104  U.  S.,  279)  the  Supreme  Court  says  possession  and 
work  for  the  perio<l  of  limitation  for  action  for  real  property  is  the  equivalent 
of  a  valid  location  and  gives  a  right  to  a  patent 

In  Reavis  v.  Fianza  (215  U.  S.,  16)  the  Supreme  Court  says  the  right  to  a 
patent  to  land  is  the  right  to  the  land  itself. 

In  Cheeseman  v.  Hart  (42  Fed.,  98)  the  circuit  court  says:  "The  claims 
had  stood^  unchallenged  for  years,  and  work  of  more  or  less  importance  had 
been  prosecuted  at  various  points  on  these  claims  years  before  this  controversy. 
If  after  all  this  the  court  should  not  tell  the  Jury  that  every  reasonable  pre- 
sumption should  be  indulged  in  favor  of  the  discovery  of  a  lode  by  the  miner, 
it  is  difficult  to  conceive  of  a  state  of  facts  where  such  intendment  should 
arise.  Any  other  rule,  it  seems  to  me,  would  render  such  claims  practically 
unmarketable  or  valueless  in  the  hands  of  an  assignee.  The  miner  goes,  digs 
and  delves,  and  is  so  satisfied  that  he  makes  the  survey,  stakes  off  his  claim, 
and  then  makes  his  location  certificate,  which  is  entered  of  record.  After 
this  he  sells  to  an  honest  man,  and  passes  out  of  view  or  dies.  All  the 
subsequent  workings  go  to  show  the  existence  of  a  lode  or  vein  on  the  claim 
of  more  or  less  importance.  Can  It  be  said  that  after  the  lapse  of  many  years 
the  assignee  must  lose  his  claim  because  of  his  inability  to  produce  the  lost 
<»r  dead,  and  prove  affirmatively  an  actual  visible  discovery  by  the  original 
locator  of  ore  in  place  where  he  dug?  " 

Mr.  Curtis.  I  want  to  call  your  attention  to  the  decision  of  the 
court  in  the  case  of  The  United  States  of  America  v.  The  Ohio  Oil 
Co.,  which  was  in  the  District  Court  of  the  United  States  for  the 
District  of  Wyoming.    The  number  of  the  case  is  Equity  No.  852. 

47476—18 38 
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The  facts  in  the  case  are  set  out  at  the  beginning  of  (he  opinion 
as  follows: 

This  is  a  suit  in  equity  brought  by  the  United  States  against  the  defendants 
named  in  the  bill,  principally  the  Ohio  Oil  Co.,  to  have  tlie  lands  in  controversy, 
viz.  the  NW.  J  of  sec.  18,  T.  46  N.,  R.  98  W.  of  the  siith  principal  meridian, 
and  the  E.  1  of  the  SW.  i  of  said  section,  now  in  the  possession  of  the  de- 
fendants, the  Ohio  Oil  Co.,  declared  by  decree  of  the  court  to  have  been  at  all 
timer,  from  and  after  the  6th  day  of  May,  1914  (the  date  of  the  withdrawal 
order  issued  by  the  President),  lawfully  withdrawn  from  mineral  exploration 
and  all  forms  of  location,  settlement,  selection,  filing,  entry  or  disposal  under 
the  mineral  and  nonmineral  public-land  laws  of  the  United  States. 

The  bill  further  prays  that  the  defendants  and  each  of  them  be  adjudged 
and  decreed  to  have  no  estate,  right,  title,  interest,  or  claim  in  or  to  said  lands, 
or  any  part  thereof,  or  in  or  to  any  mineral  or  minerals  or  mineral  deposits 
contained  therein,  or  any  part  thereof;  and  that  ail  and  singular  said  lands, 
together  with  all  the  minerals  and  mineral  deposits,  including  petroleum  or 
mineral  oil  and  gas  therein  containeil,  be  adjudged  and  decreetl  to  be  the  per- 
fect property  of  the  plaintiff,  free  and  clear  of  tlie  claim  of  snid  defendants 
and  each  of  them.    There  is  also  a  prayer  for  an  injunction  and  accounting. 

To  this  bill  the  defendants  answered,  asserting  their  right  to  the  land  in 
controversy  by  reason  of  certain  mineral  entries  which  they  claim  were  made 
pursuant  to  the  requirements  of  the  public-land  laws  of  the  Lnited  States 
relating  to  mineral  entries. 

Under  the  issues  made  by  the  pleadings  two  questions  are  presented  for  deter- 
mination by  the  court :  First,  was  there  a  discovery  or  mineral  upon  the  lands  in 
controversy  prior  to  the  date  of  the  withdrawal  order;  second,  were  the  de- 
fendants at  the  date  of  the  withdrawal  order,  viz,  the  6th  day  of  May,  1914,  in 
diligent  prosecution  of  work  leading  to  discovery  on  the  claims,  or  either  of 
tiiem,  and  thereafter  continued  in  the  diligent  prosecution  of  such  work? 

I  am  not  going  to  take  any  particular  length  of  time  to  discus 
Judge  Einer^  decision  on  the  suflSciency  of  a  valid  discovery,  but  I 
am  here  to  say  that  in  my  opinion  Judge  Riner's  decision  touching 
that  question  is  sound,  and  I  believe  if  it  ever  comes  to  the  United 
States  Supreme  Court  it  will  be  declared  to  be  sound. 

I  am  the  hundredth  man  Mr.  Schuyler  has  not  found  in  reference 
to  the  question  as  to  whether  or  not  I^resident  Taft's  withdrawal  of 
1909  was  valid.  I  believe  it  was  valid,  and  based  upon  that  belief  I 
went  into  the  State  of  Wyoming  into  tne  oil  game. 

I  want  to  say  this,  that  the  people  of  Wyoming  have  for  many 
years  been  better  organized  and  better  schooled  in  the  study  of  the 
placer-mining  law  than  the  good  people  of  the  East  know  anjiiiing 
about.  For  many  years  they  had,  as  provided  for  under  that  law, 
an  organization  known  as  the  Casper  Mountain  Mining  District. 
Then  they  had  the  Rattle  Snake  District,  and  they  understood  these 
things,  and  they  depended  upon  the  law  as  they  understood  it  to  be. 
Judge  Riner's  decision  in  this  case,  which  was  rendered  in  the  spring 
of  1916,  was  simply  a  justification  of  the  old-timers  in  what  they  hail 
done,  and  an  encouragement  to  the  new  timers  in  what  they  had  done. 

The  Chairman.  Has  not  that  decision  been  overridden  by  a  higher 
court? 

Mr.  Curtis.  No  ;  it  has  never  been  reversed. 

The  Chairman.  In  what  court  was  that  decision  rendered  ? 

Mr.  Curtis.  That  was  in  the  District  Court  of  the  United  Stat» 
for  the  District  of  Wyoming,  and  it  has  never  been  overruled.  It 
stands  as  the  law  of  the  case  to-day. 

Mr.  Elston.  It  is  not  in  conflict  with  the  decisions  of  courts  of  like 
jurisdiction  ? 

Mr.  Curtis.  Yes. 
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The  Chairman.  Is  it  not  in  conflict  with  the  deci^on  in  the  Mid- 
west case? 

Mr.  CuBTis.  No,  it  is  not.  It  has  been  cited  by  the  United  States 
Circuit  Court  of  Appeals. 

Now,  gentlemen  of  the  committee,  when  you  take  your  title  by 
prescription  there  have  obtained  vested  rights  for  many  locators 
m  Wyoming  and  in  other  places,  and  if  you  take  those  vested 
rights  thus  gained  by  full  compliance  with  the  placer-mining  law, 
you  have,  perhaps,  in  many  instances,  a  double-riveted  vested  right 
and  interest  in  the  original  locators  of  many  a  placer-mining  claim, 
and  I  faiow  the  United  States  of  America  is  not  going  to  treat  this 
statute  it  has  held  out  for  the  people  to  operate  under,  and  to  locate 
mining  claims  under — it  is  not  going  to  hold  such  decisions  as  I  have 
referred  to  as  mere  scraps  of  paper.  We  do  not  do  that  way  in  the 
United  States  of  America,  and  I  know  this  committee  is  not  going 
to  thus  speak  for  the  Congress  of  the  United  States  in  so  construing 
it.   I  am  positive  of  that. 

I  am  positive,  furthermore,  that  when  it  has  been  brought  to  the 
attcaition  of  the  committee  how  many  people  in  the  United  States  are 
availing  themselves  of  the  provisions  of  the  placer-mining  law,  and 
have  gotten  a  vested  interest,  they  are  not  going  to  let  the  United 
States  of  America  be  an  octopus  in  this  matter.  It  is  no  going  to  let 
somebody's  property  be  taken  by  an  octopus  in  the  United  States. 
We  can  not  anord  to  have  the  United  States  of  America  be  an 
octopus  in  the  smallest  degree. 

The  best  you  can  do  if  you  pass  this  bill — ^and  we  hope  you  are 
going  to  pass  a  bill — it  will  take,  perhaps,  from  six  months  to  a  year 
for  it  to  go  into  full  effect,  before  the  bill  will  get  into  complete 
operation.  We  therefore  suggest  and  urge  upon  you  that  you  in- 
clude in  the  proposed  bill  to  be  reported  out  of  this  committee,  the 
language  which  you  will  find  on  page  27  of  the  Senate  bill,  lines  9  to 
17,  both  inclusive,  which  reads  as  follows : 

Proitided,  however.  That  In  order  to  assist  In  the  production  of  oU  to  meet 
the  present  emergency  pending  the  final  determination  of  the  right  to  a  patent 
to  any  oil  or  gas  lands,  or  the  aftual  granting  of  a  lease  upon  oil  or  gas  lands, 
08  herein  provided,  the  Secretary  of  the  Interior  is  hereby  authorized  to  per- 
mit increased  production  of  oil  under  the  terms  of  agreements  authorized  under 
the  provisions  of  said  act  approved  August  twenty-fifth,  nineteen  hundred  and 
fourteen,  which'  act  Is  hereby  continued  In  force  for  such  purpose. 

The  Chairman.  Just  to  continue  that  .act  in  full  force  and  oper- 
ation} 

Mr.  Curtis.  Yes;  and  one  thing  should  be  included  which  is  not 
there.  Gas  should  be  included  along  with  oil.  You  are  now  30,000 
barrels  of  oil  behind  daily.  If  you  let  the  operations  go  on  under 
this  act,  I  think  you  can  get  something  like  10,000  or  15,000  barrels 
a  day  to  help  make  up  that  deficiency,  in  Wyoming.  We  have  some 
gas  wells  that  can  be  utilized,  so  that  perhaps  3,000  cubic  feet  of 
^as  will  take  the  place  of  1  barrel  of  oil.  You  can  save  something 
like  2,500  or  4,000  barrels  of  oil  a  day  in  Casper,  if  you  let  the  gas 
be  burned  in  place  of  the  oil  that  is  being  burned  for  fuel. 

Mr.  Sn^KOTT.  What  is  the  prescriptive  period  for  mining  claims 
in  Wyoming? 

Mr.  CuKTis.  We  have  a  slight  discrepancy  there.  Five  years  is 
the  time  provided  in  the  statutes,  but  as  to  real  estate  the  period  is 
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10  years,  and  a  placer  claim  is  real  estate,  and  so  I  told  you  the 
time  was  10  years,  in  order  to  be  sure  to  cover  it. 

Mr.  SiNKOTT.  Have  you  ever  invoked  the  statute  you  have  just 
read  in  any  of  your  cases  before  the  department  ? 

Mr.  Curtis.  In  all  our  matters  now  pending  in  the  courts  we  are 
now  pleading  the  statute  of  limitation  as  a  part  of  the  reason  why  we 
are  asking  for  our  rights. 

Mr.  Tayijor.  What  is  the  attitude  of  the  departments  toward  your 
contention  of  the  law  ? 

Mr.  Curtis.  We  do  not  know.  We  have  never  gotten  an  inter- 
pretation there  in  our  proceedings. 

Mr.  Taylor.  Have  you  got  an  interpretation  by  any  of  the  courts! 

Mr.  Curtis.  No;  it  has  not  been  had  in  the  courts  in  connection 
with  our  litigation. 

Mr.  Taylor.  Does  the  Interior  Department  acknowledge  that  deci- 
sion as  the  law  ? 

Mr.  Curtis.  No.  I  cited  that  to  call  attention  to  the  fact  that  our 
prescriptive  rights  plus  our  rights  given  by  the  courts  are  about 
to  be  overridden. 

We  know  we  can  not  get  into  the  Land  Office,  and  we  are  here,  meek 
and  lowly,  to  help  out  on  this  occasion.  We  are  glad  if  you  pass 
a  law  now  under  which  we  can  surrender  a  great  many  rights  that 
are  really  ours  under  such  a  decision  as  that,  and  we  are  glad  to 
come  in  and  pay  one-eighth  royalty  on  claims  in  which  we  have  a 
vested  right  and  interest. 

Mr.  Saker.  Why  all  this  meekness  and  gladness? 

Mr.  Curtis.  We  have  not  got  very  long  to  live,  and  we  would  like 
to  operate  our  claims  out  there. 

Mr.  Baker.  What  brings  you  down  to  that  meekness  and  low- 
liness? 

Mr.  Curtis.  We  know  we  can  not  override  the  Land  Office;  we 
know  they  will  make  us  make  terms,  and  we  are  here  to  make  them. 

Mr.  Sinnott.  I  would  like  to  have  you  read  that  section  of  the 
Revised  Statutes  again. 

Mr.  Curtis.  Section  2332  reads  as  follows : 

Where  such  person  or  association,  they  and  thslr  grantors,  have  held  and 
worked  their  claims  for  a  period  equal  to  the  time  prescribed  by  the  statute 
of  limitations  for  mining  claims  in  the  State  or  Territory  where  tlie  Mine 
may  be  situated,  evidence  of  such  possession  and  working  of  the  claims  for 
such  periods  shall  be  sufficient  to  establish  a  right  to  a  patent  thereto  under 
this  chapter,  in  the  absence  of  any  adverse  claims ;  but  nothing  In  this  chapter 
shall  be  deemed  to  impair  any  lien  which  may  have  attached  in  any  way 
whatever  to  any  mining  claims  or  properties  thereto .  attached  prior  to  the 
issuance  of  a  patent. 

There  are  many  claims  of  that  kind. 

Mr.  Raker.  That  adverse  claimant  means  not  the  Government  but 
some  other  party? 

Mr.  Curtis.  Yes;  a  so-called  adverse  claimant 

Mr.  Raker.  This  decision  was  made  by  your  judge  out  there! 

Mr.  Curtis.  Yes;  and  under  that  decision  many  of  our  people 
have  obtained  vested  rights  on  the  public  domain  in  Wyoming,  either 
by  title  by  prescription  or  under  the  decisions  of  the  courts^  or  both, 
and  I  think  I  am  going  back  and  face  my  people  and  tell  them  I  have 
advised  that  they  had  better  waive  their  patents. 
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Mr.  Raker.  As  a  matter  of  fact,  that  is  the  only  instance,  is  it  not, 
except  in  the  case  of  these  patents  where  the  Government  of  the 
United  States  permits  the  statute  of  limitations  to  run  against  it? 

Mr.  CuRns.  As  far  as  I  know. 

Mr.  Raker.  This  is  actually  as  to  the  title  of  the  land  ? 

Mr.  Curtis.  Absolutely. 

Mr.  Raker.  Your  statute  is  only  a  statute  of  limitations? 

Mr.  Curtis.  And  the  United  States  Supreme  Court,  referring  to 
the  very  section,  say  it  is  the  same  as  section  25  of  the  Philippine  Act, 
Hnd  say  that  title  by  prescription  shall  prevail  in  the  case  of  Philip- 
pine lands. 

Mr.  Raker.  Your  theory  is  that  if  a  man  goes  out  and  complies 
with  the  placer  mining  law  and  holds  his  claim  the  same  length  of 
time  as  if  he  were  holding  an  adverse  claim  under  the  laws  of  the 
State,  and  the  United  States  were  to  start  the  statute  of  limitations 
running  under  that  act,  it  is  the  duty  of  the  Land  Office  to  issue  the 
patent? 

Mr.  Curtis.  That  is  my  understanding,  and  I  think  the  courts  are 
verv  clear  on  that  point. 

On  behalf  of  the  State  of  Wyoming,  I  want  to  thank  you,  Mr. 
Chairman,  for  your  courtesy  in  giving  us  this  very  complete  and 
extensive  hearing,  and  to  say  that  we  are  very  grateful  to  you  for 
your  interest  and  attention. 

STATEMENT  OF  MB.  WILLIAM  B.  WHEELEB,  BEPBESENTINO  THE 
FITZHTrOH  DTTEBESTS  IN  THE  SALT  CBEEK  FIELD. 

The  Chairman.  Mr.  Wheeler  desires  to  make  a  brief  statement, 
and  we  will  be  glad  to  hear  him  at  this  time. 

Mr.  Wheeler.  Mr.  Chairman,  and  gentlemen  of  the  committee,  I 
represent,  for  the  purpose  of  this  statement,  the  Fitzhugh  interests 
in  the  Salt  Creek  field. 

The  point  I  wish  to  direct  my  remarks  to  is  the  total  inadequacy 
of  relief  to  people  in  the  position  of  William  M.  Fitzhugh  and  Mary 
E.  Fitzhugh,  as  proposea  by  the  departmental  substitute  for  section 
12  of  the  House  bill. 

Mr.  Schuyler  has  already  described  to  this  committee  the  situation 
at  Salt  Creek.  The  lands  that  the  Fitzhugh  and  Henshaw  interests 
had  located  were  divided,  one-quarter  going  to  the  Fitzhugh  inter- 
ests, and  three-quarters  going  to  the  Henshaw  interests,  which  rep- 
resented the  proportion  of  interest  held  by  each  in  the  original  loca- 
tions. But  in  the  limited  time  given  to  Mr.  Schuyler  he  had  not  the 
opportunity  to  elaborate  upon  the  effect  that  the  departmental  sub- 
stitute would  have  upon  locators  in  the  position  of  William  M.  and 
Mary  E.  Fitzhugh. 

They  were  granted,  as  Mr.  Schuyler  has  told  you,  in  this  division 
the  northwest  quarter  of  each  claim — ^the  northwest  40  acres — which 
they  and  the  Henshaws  had  located  in  the  Salt  Creek  field. 

This  northwest  quarter  of  each  quarter  section  claim  is  the  land 
to-day  held  bv  the  Midwest  Oil  Co.  by  reason  of  a  quit-claim  deed 
from  the  Fitzhugh  interests,  and  consists,  I  believe,  of  approximately 
070  acres  in  the  proven  field. 
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I  think  it  may  be  safelj  said  that  in  but  comparatively  few  in- 
stances have  wells  been  drilled  upon  these  40-acre  subdivisions. 

The  Midwest  Oil  Co.  directed  its  activities,  after  acquiring  these 
lands,  very  largely,  and  very  properly,  to  the  establishment  of  a 
pine  line,  tankage,  and  a  refinery,  looking  ahead  to  a  comprehensive 
development  of  the  field.  So  that  but  few  wells  exist  to-day  upon  the 
lands  from  which  Mr.  Fitzhugh  and  his  wife  draw  their  income,  or 
expect  to  draw  their  income,  as  a  reward  for  their  pioneering  efforts 
in  that  field. 

The  proposed  substitute,  which  gives  leases  to  wells  only,  would 
therefore  cut  them  out  from,  I  might  say,  substantially  all  relief. 
There  are  some  instances  where  they  would  have  a  well,  but  very 
few. 

It  can  be  readily  seen  by  this  committee  that  to  confine  relief  to 
producing  wells  only  would  deprive  them  of  the  very  recognition 
which  the  bill  is  intended  to  confer. 

I  wish  to  submit  that  situation  to  the  attejrition  of  this  committee 
in  the  full  confidence  that,  having  done  so,  it  will  provide  a  relief 
measure  that  will  be  practical  and  practicable. 

There  are  other  objections  to  the  departmental  proposal  which 
might  be  named,  and  probably  will  be  referred  to  by  those  who  follow 
me,  but  the  particular  one  to  which  I  wish  to  call  your  attention 
now  is  the  one  I  have  described  to  you. 

Mr.  Raker.  You  are  referring  to  the  departmental  proposal  as 
the  one  that  has  just  been  referred  to  the  committee? 

Mr.  Wheeler.  The  one  that  is  printed.  It  is  proposed  as  a  sub- 
stitute for  the  relief  section  as  it  appears  on  pages  11  and  12,  sec- 
tion 12. 

Mr.  Baker.  What  I  wanted  to  get  at  was  this:  I  want  to  know 
whether  or  not,  before  that  proposal  came  in,  the  Department  of  the 
Interior  had  heretofore  recommended  other  legislation  than  that  now 
contained  in  this  proposed  well  amendment? 

Mr.  Wheeler.  It  has. 

Mr.  Raker.  In  what  is  the  former  recommendation  embodied  ? 

Mr.  Wheeler.  That  is  embodied  in  section  16  of  the  Senate  bill, 
where  relief  is  given  on  every  claim  upon  which  one  or  more  produc- 
ing wells  are  located. 

Mr.  Raker.  This  proposal,  coming  from  the  Department  of  the 
Interior,  known  as  the  well  amendment,  is  subsequent  to  practically 
all  the  other  recommendations  that  have  come  in  from  the  Depart- 
ment of  the  Interior,  embodied  in  section  16  of  the  Senate  bill;  is 
that  right  ? 

Mr.  Wheeler.  I  think  these  recommendations  bear  various  dates, 
but  they  are  approximately  the  same.    It  is  of  a  recent  date. 

Mr.  JRaker.  In  other  words,  I  would  like  to  know  whether  the 
provisions  of  section  16  of  the  Senate  bill  have  heretofore  received 
the  approval  of  the  Department  of  the  Interior? 

Mr.  Wheeler.  Yes,  sir. 

Mr.  Raker.  What  about  the  provisions  of  section  17?  Has  section 
17  ever  received  a  like  approval  ? 

Mr.  Wheeler.  I  do  not  know  about  that.    I  can  not  say  as  to  that. 

The  Chairman.  Is  there  a  written  report  anywhere  from  the  De- 
partment of  the  Interior  approving  section  16? 
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Mr.  Wheeler.  I  do  not  think  there,  is  a  written  report  including 
section  16  as  a  whole,  but  the  well  proposition  contained  therein  was 
the  proposition  made  by  Commissioner  Tallman  and  Mr.  Finney,  I 
believe,  before  the  joint  conference  of  representatives  of  the  Depart- 
ment of  the  Interior,  the  Navy  Department,  and  the  Department  of 
Justice,  which  was  also  attended  by  three  members  of  this  committee 
and  three  members  of  the  Senate  Committee  on  Public  Lands. 

The  Chaibman.  I  do  not  think  you  will  find  there  is  a  written 
report  on  that. 

Mr.  Wheeler.  I  did  not  wish  to  convey  the  idea  that  there  was 
an  official  report. 

The  Chairman.  In  the  interest  of  accuracy  I  simply  wish  to  sajr 
that  I  think  the  Interior  Department  has  made  reports  on  proposi- 
tions other  than  this  substitute. 

Mr.  Wheeler.  Yes. 

The  Chairman.  I  do  net  think  they  have  recommended  section  16. 

Mr.  Wheeler.  No  ;  I  think  you  are  right  about  that. 

Mr.  Lenroot.  This  particular  situation  you  refer  to  was  an  attempt 
to  compromise  all  the  differences,  and  this  was  suggested  in  that  con- 
ference ? 

Mr.  Wheeler.  At  the  time  the  conference  was  held  of  which  you 
were  a  member  ? 

Mr.  Lenroot.  Yes. 

Mr.  Wheeler.  So  I  understood.    I  read  it  in  the  record. 

Mr.  Lenroot.  It  was  an  attempt  to  get  together. 

Mr.  Wheeler.  Exactly. 

Mr.  Baker.  Then,  as  a  matter  of  fact,  this  proposed  amendment 
was  never  considered  by  the  Senate  Committee  on  Public  Lands? 

Mr.  Wheeler.  Not  to  my  knowledge.  It  was  introduced  in  the 
Senate,  I  believe,  and  voted  down  on  the  floor  of  the  Senate. 

Mr.  Taylor.  The  substance  of  it  was  at  one  time  offered  in  the  Sen- 
ate as  an  amendment,  I  believe,  by  Senator  Owen  ? 

Mr.  Wheeler.  Yes- 
Mr.  Saker.  In  other  words,  this  amendment,  known  as  the  depart- 
mental amendment  or  the  well-leasing  amendment,  has  never  re- 
ceived the  consideration  of  the  Senate  Committee  on  Public  Lands 
nor  of  the  Senate,  except  that  it  was  presented  on  the  floor  of  the 
Senate  and  voted  down. 

Mr.  Wheeler.  It  was  presented  only  on  the  floor  of  the  Senate. 

Mr.  Raker.  And  the  Committee  on  the  Public  Lands  of  the  House 
have  not  had  the  matter  under  consideration  heretofore? 

Mr.  Wheeler.  No  ;  because  there  have  been  no  meetings  prior  to  its 
introduction. 

Mr.  Elston.  As  I  understand  it,  the  substitute  rewards  those  who 
have  gone  on  public  lands  and  made  a  discovery  and  have  opened 
up  a  great  many  wells ;  and  the  substitute  gives  to  them  those  wells  ? 

Mr.  Wheeler.  All  wells. 

Mr.  Elston.  As  to  a  person  similarly  situated,  who  might  have 
gone  on  earlier,  but  who,  through  adverse  circumstances,  has  prob- 
ably not  been  so  fortunate  in  bringing  in  a  great  many,  but  who  may 
have  spent  a  great  deal  more  money,  and  who,  while  he  brought  in 
this  oil,  did  not  bring  it  in  in  commercial  quantities,  he  is  penalized 
by  not  having  relief. 
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Mr.  Wheeler.  That  is  the  situation. 

Mr.  Elston.  In  other  words,  under  the  terms  of  the  substitute,  to 
those  that  have  shall  be  given,  and  to  those  that  have  not  shall  be 
taken  away  even  that  which  they  seem  to  have ;  is  that  the  idea  ? 

Mr.  Wheeler.  That  is  the  idea.  It  goes  to  this,  that  where  a  part- 
nership consists 

Mr.  Elston  (interposing).  I  see  the  point  now.  I  did  not  know 
that  the  amendment  contained  a  proposition  to  reward  those  who 
have  gotten,  by  any  kind  of  means  or  by  the  expenditure  of  large 
sums  of  money,  a  great  number  of  wells,  and  give  them  all  of  them, 
and  penalizes  the  man  who  has  gotten  nothing  but  his  discovery  well 

Mr.  Wheeler.  It  goes  to  this,  that  where  a  partnership  has  existed 
between  eight  locators,  who,  after  drilling  a  producing  well,  have 
divided  the  land,  the  man  upon  whose  subdivision  the  well  is  located 
is  the  only  beneficiary — the  others  get  no  recognition  whatsoever. 
Now,  the  man  who  drilled  no  well,  after  this  division  of  the  land, 
but  devoted  his  energies  and  his  capital  to  a  comprehensive  plan  of 
development,  by  providing  tankage  for  the  storage  of  the  oil,  and  pipe 
lines  to  take  it  to  the  refinery,  and  perhaps  the  refinery  itself,  in  an- 
ticipation of  drilling  operations  on  his  proven  land.  Meanwhile,  his 
former  partners  or  their  successors  turned  to  the  drilling  of  wells, 
depending  upon  their  former  partner  to  provide  tankage  and  pipe- 
line facilities  and  refinery  facilities,  so  necessary  to  the  development 
of  the  field.  The  result  may  be  that  they  have  perhaps  a  dozen  wells 
on  their  land,  while  their  former  partner  has  not  any. 

Mr.  Raker.  I  just  wondered  who  originated  that  well  theory. 

Mr.  Wheeler.  I  can  not  tell  you. 

Mr.  Elston.  My  point  merely  went  to  the  operation  by  those  en- 
titled to  the  equity.  I  am  not  quarreling  with  the  provision  which 
gives  relief,  but,  of  course,  if  it  gives  relief  it  ought  to  give  relief  to 
those  who  are  most  deserving  of  equity,  and  generally  they  are  the 
ones  who  have  the  greatest  equity  by  reason  of  adversity. 

glATEMENT  OF  MB.  CLABENCE  D.  CLABE,  OF  EVANSTOH,  WTO. 

The  Chairman.  We  will  now  be  glad  to  hear  Senator  Clark. 

Mr.  Clark.  Mr.  Chairman,  I  feel  somewhat  embarrassed  in  ap- 
pearing before  a  committee  of  Congress.  I  am  employed  in  a  le^ 
capacity  by  the  Midwest  Oil  Co.  and  the  so-called  Reed  companies, 
nine  companies,  holding  a  small  acreage  in  the  Salt  Creek  field. 
I  am  not  employed  in  any  capacity  by  the  Midwest  Kefining  Co., 
although  I  am  on  terms  of  personal  friendship  and  intimate  relation 
of  many  years'  standing  with  the  men  who  have  built  up  that  com- 
pany from  the  very  foundation — men  who  have  the  confidence  and 
respect  and  esteem*,  both  personal  and  in  a  business  way,  of  every- 
body in  the  whole  Rock  Mountain  country. 

Notwithstanding  the  fact,  Mr.  Chairman,  that  I  am  employed  in 
the  line  of  my  profession  by  these  very  desirable  clients,  I  do  not 
think  they  would  attempt — I  am  sure  they  would  not — to  influence 
me  in  the  slightest  degree  as  to  my  views  upon  this  public  question, 
which  has  been  close  to  the  hearts  of  our  people  for  20  years. 

I  have  received  no  instructions  from  them.  They  have  Iniown  my 
views,  because  they  have  been  friends  of  mine  and  have  discussed 
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many  of  these  matters  from  time  to  time,  just  as  you,  Mr.  Chair- 
man, have  known  my  views  upon  many  of  these  public-land  ques- 
tions, and  as  other  members  of  this  committee  have. 

I  want  to  say  the  oil  business  in  Wyoming  is  not  a  new  business. 
There  seems  to  be  an  opinion  among  some  members  of  the  committee 
that  there  never  was  any  oil  taken  out  under  the  placer  mining  act 
until  the  law  passed  by  Congress  in  1897  was  enacted. 

I  took  some  before  that,  and  I  took  it  under  the  placer  mining  act 
15  years  before  that.  Oil  land  was  always  taken  up  under  the  placer 
mining  act  after  the  Supreme  Court  of  the  United  States  decided 
that  petroleum  was  a  mineral.  It  was  taken  up  under  the  placer 
mining  act,  and  patents  were  granted  under  that  act  before  the  act 
of  Congress  was  ever  passed. 

When  the  now  Senator  Hoke  Smith  was  Secretary  of  the  Interior, 
for  the  first  time  came  a  decision  of  the  Land  Office,  or  the  Interior 
Department,  in  1895, 1  think,  that  oil  lands  could  not  be  taken  under 
the  placer  mining  act,  and  thereupon  Congress,  in  order  to  straighten 
out  the  difficulty,  passed  the  placer  mining  act,  which  placed  it 
beyond  the  peradventure  of  a  doubt  that  oil  was  placed  under  the 
placer  mining  act. 

I  referred  a  moment  ago  to  taking  oil  on  my  own  account.  I  was 
not  an  old-timer  in  Wyoming  at  that  time.  I  am  now.  I  attempted 
to  take  up  oil  land  at  that  time,  and  I  would  not  now,  because  of 
certain  experiences  that  have  developed.  I  do  not  own,  nor  have  I 
for  years,  a  share  of  stock  in  any  oil  company  or  association  of  oil 
men,  or  locations,  nor  would  I  have  any. 

Early  in  the  eighties,  if  you  will  pardon  a  personal  reminiscence, 
after  a  conscientious  and  hard-working  practice  of  law  for  a  few 
years  on  the  frontier,  I  had  accumulated  what  to  me  was  a  good 
bunch  of  money — more  than  I  have  ever  had  since  at  one  time — 
$7,000  or  $8,000.  Just  after  the  railroads  had  been  projected  into 
your  country,  Mr.  Smith,  I  think  in  1882  and  1883,  I  formed  an 
insane  idea  that  a  fortune  was  to  be  made  out  of  oil  near  my  own 
town.  We  got  down  800  feet  and  we  struck  a  great  light — ^not  of  oil ; 
we  did  not  nit  it,  but  we  struck  a  fund  of  experience  that  has  kept 
me  out  of  the  oil  business  ever  since. 

I  want  to  say  to  you  gentlemen,  as  you  have  been  told  to-day,  the 
path  of  the  oil  men  in  Wyoming  has  not  been  of  roses.  It  has  not 
been  all  beer  and  skittles.  I  have  been  there  for  40  years,  and  I  have 
seen  the  wrecks  of  men  who  have  gone  down  in  this  struggle  to 
get  something.  It  has  been  a  long,  long  trail  to  the  land  of  their 
dreams,  and  they  have  died  before  they  reached  it.  I  hazard  the 
statement  before  you  gentlemen  that  notwithstanding  the  fact  that 
20,000  barrels  of  oil  are  being  produced  in  Wyoming  to-day,  that 
there  have  not  been  the  dollars  coming  back  from  oil  in  Wyoming 
that  have  gone  into  the  disappointed  hopes  of  those  people  who 
have  been  working  there. 

Now,  the  men  who  go  out  and  get  these  things,  even  if  successful, 
do  not  get  something  for  nothing.  I  will  not  attempt  to  enlarge  on 
that.  It  has  been  done  to-day  far  better  than  I  can  do  it,  and  your 
patience  has  been  tried  severely.  But  there  are  one  or  two  points 
that  I  want  to  speak  of,  and  one  is  this:  The  hardest  opponent  that 
any  man  in  the  United  States  to-day  can  have  in  a  court  of  justice 
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is  the  United  States  of  America,  and  when  I  say  the  hardest,  with 
all  due  deference  to  the  oflScers  of  this  Republic,  there  is  no  prose- 
cuting attorney  on  the  face  of  the  earth  that  will  put  into  his  work 
as  a  public  officer  and  prosecuting  attorney  the  clear,  close  letter  of 
the  law  as  will  the  Government  of  the  United  States  in  this  day 
and  age  against  the  men  who  are  seeking  to  make  an  empire  in  the 
West.  That  is  a  hard  thing  to  say,  but  it  is  true;  and  when  they 
ask  us  to  take  our  day  in  court,  Mr.  Chairman,  they  really  ask  next 
to  an  impossibility.  We  haven't  any  day  in  court,  and  everybody 
knows  it.  The  only  way  you  can  fi:et  into  a  lawsuit  with  the  United 
States  of  America  is  to  have  the  United  States  of  America  a  plaintiff 
in  the  case.  You  can  not  go  into  the  courts  of  the  United  States 
to-day  and  dispute  with  the  Secretary  of  the  Interior  or  the  Gov- 
ernment your  right  to  have  that;  you  can  not  do  it.  There  is  no 
way  by  which  you  can  do  it.  The  Government  is  a  proprietor,  and 
says,  "  Yru  must  not  take  this  land."  You  say  you  have  a  right  to 
it ;  I  say  I  have  a  right  to  it ;  and  we  will  go  into  court  and  settle 
that  right. 

Tbe  Government  there  ceases  to  become  a  proprietor  and  it  wraps 
itself  in  the  srarment  of  its  sovereismty  and  says,  "  You  can  not  sue 
the  United  States  of  America."  That  is  the  sort  of  day  in  court 
you  have,  and  when  you  submit  your  claims  for  a  patent  to  the  Sec- 
retary of  the  Interior  that  is  the  only  day  in  court  you  have  got  and 
you  have  got  to  try  your  case  with  the  prosecuting  attorney  as  the 
sole  judge,  and  there  is  no  appeal  from  it.  That  is  the  fact  of  the 
case  in  regard  to  having  your  day  in  court.  Every  man  who  goes 
out  on  the  Dublic  domain  go«»s  out  there  with  that  knowledge. 

Now,  unfortunately — I  will  not  say  unfortunately,  because  I  hope 
from  the  bottom  of  mv  heart  that  it  will  be  fortunate — our  system 
of  administration  of  the  public  lands  in  the  last  20  years  has  gone 
through  a  tremendous  change.  The  sentiment  of  the  public  has 
gone  through  a  change.  I  have  been  one  of  those  who  thought  it 
was  a  mistaken  policy  for  the  Government  to  make  a  tenant  out  of 
its  citizens.  I  have  thought  it  was  a  mistaken  policy  for  the  Gov- 
ernment to  raise  up  a  citizenship  that  should  be  tenants  instead  of 
owning  what  they  were  occupying.  I  have  thought  that  the  man 
who  owned  his  liome,  who  owns  property,  would  make  perhaps  a 
better  citizen  than  a  man  who  rented  it,  and  that  was  expressed  more 
forcefully  by  Senator  Carter  on  one  occasion  in  the  Senate  when  the 
Fame  matter  was  up.  when  he  was  protesting  against  what  he  called 
landlordism.    He  said: 

Mr.  Chairman,  we  nre  trying  to  raJse  up  a  ;?reat  and  patriotic  citizenship. 
We  expect  these  men  to  po  out  voluntarily  and  fight  for  their  country  when  the 
tln^e  comes,  hut  my  experience  has  been  that  a  man  will  he  more  effective  in 
fighting  for  his  home  than  he  will  be  in  fighting  for  his  boarding  house. 

There  was  a  lot  of  truth  in  that. 

The  people  before  you,  as  I  understand  it,  come  to  you  as  the 
source  of  the  law,  to  a'pk  you  to  pass  a  law  that  shall  reserve  to  them 
not  onlv  their  strict  legal  rights,  but,  in  addition,  to  grant  them  a 
reasonable  measure  of  relief  in  an  unfortunate  situation  which  has 
arisen  from  no  fault  of  their  own  and  a  relief  to^  which  it  apj>ears 
to  them  they  are  entitled  under  every  consideration  of  .equity  and 
fair  dealing — ^the  relief  that  they  ought  to  have.     It  is  said  by 
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many,  and  honestly  said — said  by  the  Attorney  General's  oflRce 
in  effect  last  year,  perhaps  this  year — that  "  we  do  not  want  to  de- 
prive any  man  of  his  rights."  We  want  to  give  every  man  the  right 
to  which  he  is  entitled.  The  question  of  "right"  has  several  in- 
terpretations. The  Attorney  General's  definition  of  right  is  legal 
right,  and  we  perhaps  under  his  interpretation,  haven't  it  under  the 
law.  The  developers  right  is  a  broader  thing  than  a  legal  right.  It 
is  a  thing  that  comes  out  of  the  generosity  of  a  great  republic.  The 
great  republic  is  calling  for  great  sacrifices  on  the  part  of  its  people 
to-day,  and  it  is  getting  them.  In  the  county  of  Fremont  and  in 
one-half  of  the  counties  of  the  State  of  Wyoming  there  was  no  con- 
scription. They  are  willing,  they  are  anxious,  they  arc  devoted. 
Now,  shall  those  people  be  held  to  the  strict  law  as  it  is  written  noAv, 
or  are  you  going  to  give  them  a  law  as  you  will  be  able  to  write  it 
into  this  bul,  which  will  afford  them  some  reward  for  what  they 
have  done?  . 

Just  a  word  in  regard  to  the  particular  feature  of  the  bill  which 
Mr.  Lenroot  has  called  attention  to  two  or  three  times,  and  that  is 
section  31  of  your  House  bill.  You  will  pardon  me  if  I  am  not  con- 
secutive in  these  remarks,  gentlemen,  because  I  am  taking  things  up 
as  they  occur  to  my  mind. 

As  occurred  to  some  members  of  the  committee,  if  they  will  give 
relief  to  the  man  who  has  gone,  under  the  placer-mining  act,  upon 
lands  that  are  not  withdrawn  and  has  taken  the  necessary  steps  and 
the  ordinary  steps,  in  compliance  with  the  laws  of  the  United  States 
and  the  rules  and  regulations  of  miners,  to  protect  his  claim,  except 
that  he  has  not  made  a  discovery — this  is  the  first  half  of  section  17 
of  the  Senate  bill  that  I  am  referring  to  now,  and  that  clause  of  the 
bill  was  supposed  to  be  relieved  by  section  31  of  the  House  bill — he 
has  not  made  a  discovery ;  he  has  been  in  possession  of  the  land ;  he 
has  been  working  upon  the  land,  as  he  is  bound,  to-day;  he  has  not 
acquired  any  right — technical  right — under  the  law,  because  he 
can  not  acquire  a  technical  right  until  he  has  made  a  discovery,  yet 
he  is  taking  the  only  way  possible  to  acquire  a  legal  right  anci  a 
technical  right.  He  may  have  been  there  a  year,  he  may  have  been 
there  two  years;  there  is  no  limit  under  the  law  to  the  time  when  a 
man  may  make  his  discovery.  You  pass  a  law  to-day  that  writes 
this  bill  upon  the  statutes  of  the  United  States.  You  get  that  man 
between  the  upper  and  the  nether  millsone.  He  has  no  relief  what- 
ever. His  year  or  half  year  of  his  energy  has  all  gone  for  nought, 
unless  you  have  something^  in  this  bill  that  will  allow  him  to  go  on 
and  perfect  his  entry  to  discovery  and  patent.    That  is  the  situation. 

Now,  is  it  cured  by  section  3i?  I  doubt  it  very  much.  Then  I 
am  not  quite  sure  that  that  section  31  is  intended  to  cure  that  situa- 
tion, but  I  assume  it  is. 

Mr.  Lenroot.  I  assumed  it  was,  Senator. 

Mr.  Clark.  I  assumed  it  was. 

Mr.  Taylor.  Do  you  think,  Mr.  Lenroot,  that  section  31  was  in- 
tended to  cure  that  situation? 

Mr.  Lenroot.  I  do  not  know  of  any  other  purpose. 

Mr.  Clark.  I  had  assumed  it  was. 

The  Chairman.  I  could  not  have  any  other  purpose  than  that. 

Mr.  Clark.  I  assumed  that  that  was  the  purpose. 
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The  Chairman.  Beginning  with  the  exception,  that  is  all. 

Mr.  Clabk.  Yes ;  I  assumed  that  was  the  purpose.  Now,  here  is 
what  I  think,  Mr.  Lenroot,  they  run  up  against  in  that  application. 

Mr.  Lenroot.  May  I  ask  you  first,  Senator,  in  order  to  follow 
you  clearljT,  is  not  that  almost  the  identical  language  that  President 
Taft  used  in  his  exception  in  the  withdrawal  order? 

Mr.  Clark.  Well,  I  am  not  sure  as  to  that,  but  I  will  say  this, 
Mr.  Lenroot 

Mr.  Lenroot.  I  have  it  before  me.  Will  you  compare  it,  because 
that  has  been  construed  by  the  court. 

Mr.  Clark.  I  have  not  any  doubt  but  that  is  what  Secretary  Taft 
meant,  and  I  have  not  any  doubt  as  to  the  way  it  would  perhaps  be 
construed  by  the  court;  but  I  have  the  most  serious  doubts  as  to  the 
way  it  will  be  administered. 

Mr.  Lenroot.  It  has  been  construed  by  the  court. 

Mr.. Clark.  Yes;  I  have  not  much  of  a  doubt  as  to  how  it  might 
be  or  would  be  construed  by  the  court;  but  I  have  a  doubt  as  to  how 
it  would  be  construed  by  the  court  before  which  this  man  has  got 
to  present  his  claim.    That  is  the  trouble  that  I  find  in  it. 

Now,  this  provides  for  valid  claims,  except  as  to  valid  claims 
existent  at  the  date  of  the  passage  of  this  act  and  thereafter  main- 
tained in  compliance  with  the  laws  under  which  initiated,  which 
claims  may  be  perfected  under  such  laws.  Now,  I  will  hazard  a 
guess,  and  I  think  I  am  right  in  the  hazarding  of  a  guess — ^and  you 
want  to  protect  these  people — ^there  is  the  difficulty  of  changing  it, 
so  it  is  going  to  be  subject  to  this  construction.  Under  the  applica- 
tion of  the  Department  of  the  Interior,  a  valid  claim  is  a  claim  upon 
which  there  has  been  discovery.  No  other  claim  is  a  valid  claim  as 
against  the  Government  of  the  United  States,  except  a  claim  upon 
wiich  there  has  been  a  discovery,  I  say,  as  construed  by  the  Depart- 
ment of  the  Interior.  If  Mr.  Finney  were  here,  I  am  sure  that  he 
would  agree  with  me.    That  is  a  valid  claim. 

Then,  you  ask  what  about  the  balance  of  these  men,  how  would  the 
balance  of  it  be  construed,  because  the  balance  of  it  says,  "  and  there- 
after maintained  in  compliance  with  the  laws  under  which  ini- 
tiated "  ?  I,  myself,  might  suggest  that  that  last  would  be  construed 
as  referrinff  to  the  annual  assessment  work  that  is  done  after  dis- 
covery and  oefore  patent.  It  is  subject  to  that  construction.  Now,  if 
your  purpose  is  to  allow  these  people  to  go  on,  as  I  think  they  ought 
to  go  on,  as  they  would  be  compelled  to  allow  vou  to  go  on,  if  the 
Government  were  a  private  person,  I  would  like  language  that  would 
express  it  a  little  clearer  and  not  be  subject  to  the  interpretation 
which  I  have  suggested  might  be  made.  I  am  glad  that  the  com- 
mittee seems  to  feel  generaUy  that  that  is  the  purpose  of  this  sec- 
tion 31. 

Mr.  Kaker.  Senator,  right  there — ^I  do  not  want  to  interrupt  you— 
is  it  your  contention  that  if  a  man  had  made  his  location  and  had 
done  a  part  of  the  assessment  work  on  the  claim,  although  he  had 
not  discovered  oil,  that  this  provision  in  section  31  would  not  pro- 
tect him? 

Mr.  Clark.  Yes.  I  do  not  think  there  is  any  such  thing  as  assess- 
ment work  before  discovery. 

Mr.  Kaker.  Your  idea  is  that  he  would  not  have  any  valid  claim 
at  all  before  discovery? 
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Mr.  CiiABK.  Not  as  a^inst  the  Government  of  the  United  States. 
He  can  have  a  claim  which  will  be  valid  as  between  him  and  a  third 
party. 

Mr.  Baser.  I  know ;  but  within  the  provisions  of  this  section  81  ? 

Mr.  Clabk.  No;  he  can  have  no  valid  claim  against  the  Govern- 
ment before  discovery;  no  claim  that  the  Government  can  not  cut 
him  off  from.    That  is  my  conception. 

Mr.  Raker.  That  is  all  right;  that  is  true;  but  in  this  does  it  not 
except  all  conditions  and  allow  him  to  proceed  if  he  has  initiated  a 
valid  claim? 

Mr.  Clark.  No;  I  am  afraid  it  would  not  be  subject  to  the  other 
construction. 

Mr.  Taylor.  It  would  not  be  construed  that  way  by  the  Interior 
Department  for  a  minute. 

Mr.  Lenroot.  The  Court  of  Appeals  has  given  the  same  construc- 
tion to  this  language  that  Judge  Raker  says,  and  I  might  add  at 
this  point  that  the  Department  of  Justice,  at  my  request,  has  fur- 
nished me  with  a  memorandum  as  to  their  construction  of  the  law, 
and  they  approve  of  the  interpretation  placed  by  the  Court  of  Ap- 
peals in  the  Consolidated  Mutual  case  upon  the  withdrawal  order 
by  President  Taft,  and  I  do  find  that  our  language  does  follow  it 
literally  in  section  31,  with  the  exception  of  President  Taft's  with- 
drawal order. 

Mr.  Raker.  That  protected  a  man's  claim  ? 

Mr.  Lenroot.  Yes. 

Mr.  Taylor.  You  did  not  ask  for  an  opinion  from  the  Interior 
Department  too,  did  you  ? 

Mr.  Lenroot.  No. 

Mr.  Taylor.  They  are  the  ones  these  people  have  got  to  buck  up 
against. 

Mr.  Clark.  These  contingencies  are  continually  coming  up  unex- 
pectedly. As  I  say,  Mr.  Lenroot,  there  has  been  a  gradual  difference 
in  the  interpretation  of  the  public-land  laws,  as  there  has  been  a 
gradual  difference  in  public  sentiment  as  to  tlie  way  in  which  the 
public  lands  should  be  handled  and  disposed  of. 

I  started  to  say  in  the  first  part  of  my  remarks  that  I  was  one  of 
those  who  believed  very  strongly  that  to  change  the  manner  of 
acquiring  lands  from  a  freehold  system  to  a  lease  system  would  be 
a  grave  mistake.  I  have  been  brought  to  support  the  lease  system 
sofely  because  I  hope  that  in  some  way  the  present  unfortunate  situa- 
tion might  be  worked  out.  The  way  things  are  at  the  present  time 
it  is  absolutely  impossible  to  do  anything.  You  can  not  get  patents. 
The  public  sentiment  is  evidently  at  this  time  against  the  granting 
of  private  holdings  in  lands  containing  these  great  resources,  and  I 
hope  that  this  committee  and  the  Congress  of  the  United  States  will 
pass  some  sort  of  a  law  so  that  the  shackles  can  be  taken  off  and  trv 
the  leasing  system.  If  your  plan  should  accomplish  it  nobody  will 
rejoice  more  greatly  than  I,  if  it  shall  prove  a  success.  I  hope  it  will. 
What  little  energy  I  have  left  will  be  devoted  to  helping  to  make  it 
a  success  among  the  people  I  have  so  long  represented ;  but  the  diffi- 
culty lies  in  the  fact  that  along  with  the  growing  sentiment  that 
these  resources  must  not  be  squandered  there  has  grown  up  the  idea, 
under  the  administration  of  these  laws,  that  the  tightest  possible 
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hand  shall  be  kept  on  them;  that  there  shall  be  no  loose  rein;  that  a 
man  shall  be  held  to  the  strictest  accountability;  that  he  ^all  be  held 
to  a  stricter  accountability  to  the  Government  than  he  shall  be  held 
to  his  neighbor  in  a  lawsuit,  much  stricter.  I  have  not  any  confi- 
dence in  this  question  of  laches  of  the  Government.  I  have  not  any 
confidence  in  title  asserted  under  them.  I  may  be  mistaken,  but  1 
doubt  very  much  whether  you  can  prevail  against  the  Government  by 
a  thing  oi  that  sort. 

But  one  contention  that  I  have  is  this:  That  when  the  Govern- 
ment becomes  a  proprietor  and  deals  with  that  land  as  a  proprietor, 
the  Government  either  ought  to  do  one  of  two  things:  It  either 
ought  to  subject  itself  to  the  same  pains  and  penalties  that  any  indi- 
vidual proprietor  of  that  land  is  subject  to  in  respect  to  that  thmg 
or  else  it  ought  to  be  done  as  an  individual  in  the  construction  of 
that  law. 

Mr.  Lenhoot.  If  I  may  make  this  suggestion,  speaking  as  one 
member  of  the  committee.  I  wish  to  say  that  in  section  31  I  had  in 
mind  protecting  exactly  the  same  rights  that  were  protected  by  the 
circuit  court  of  appeals  alone  in  the  Consolidated  Mutual  case,  but 
no  more.  If  you  think  that  section  31  does  not  do  that,  I  would  be 
very  glad  to  have  you  propose  an  amendment  to  section  31. 

Mr.  Clark.  Mr.  Lenroot,  I  think  section  31  probably  would  do 
that  if  the  construction  of  31  as  between  the  Government  and  the 
individual  could  always  be  made  by  the  courts,  but  unfortunately  it 
can  not  always  be  so  made. 

Mr.  Lenroot.  What  I  mean  is  that  if  you  can  think  of  any  lan- 
guage that  would  protect  those  rights  more  clearly,  I  will  be  glad 
to  have  you  propose  such  an  amendment. 

Mr.  Clark.  Well,  the  probabilities  are  that  this  first  paragraph  of 
section  17  would  cover  it. 

Mr.  Lenroot.  On  that  we  differ.  I  will  not  say  we  differ,  but  I 
sav  my  view  is  that  that  language  does  cover  the  situation. 

Mr.  Clark.  My  general  impression  was  that  section  17  covered  it. 
I  do  not  want  to  suggest  any  particular  language.  The  chairman 
has  said,  "  If  you  have  got  anything  concrete,  bring  it."  That  is 
the  right  thing  to  do,  as  an  aid  to  the  committee,  but  what  I  want  to 
get  into  the  bill — what  I  want  to  get  into  this  bill  is  the  idea,  and 
then  have  the  committee  frame  their  own  language  for  it.  I  never 
prided  myself  on  my  ability  to  draw  bills, 

Mr.  Lenroot.  Senator,  if  the  committee  has  done  what  it  thinks 
it  is  capable  of  doing  in  that,  and  it  does  not  do  it,  we  ought  to  have 
some  further  assistance,  so  long  as  there  is  no  difference  upon  what 
we  are  trying  to  accomplish. 

Mr.  Clark.  I  will  take  great  pleasure  in  preparing  something 
that  I  think  will  cover  the  suggestion  we  make  in  regard  to  section 
31.    If  you  would  care  to  have  me  do  it,  I  would  be  glad  to  do  it. 

I  would  like  to  speak  about  this  question  of  acreage,  and  I  would 
also  like  to  speak  a  moment  about  the  question  of  monopoly. 

I  do  not  think  the  same  view  exists  among  the  members  of  the 
committee  to  the  fullest  extent,  at  least  in  regard  to  the  monopoly  of 
oil  lands  and  the  possibility  of  monopoly  in  Wyoming.  In  one 
sens^  of  the  word  you  may  say  that  the  Midwest  Refining  Co.  has 
a  monopoly  of  the  refining  business  in  Wyoming.    They  are  the  only 
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people  who  are  running  general  refineries  in  any  large  degree  there. 
They  are  not  the  only  people  who  are  refining  oil,  but  they  are  the 
only  ones  who  have  facilities  for  large  refining  and  distribution. 
Why  ?  For  the  same  reason  that  you  go  out  to  the  country  crossroads 
and  find  one  grocery  store  and  one  blacksmith  shop.  They  have  u 
monopoly  of  the  grocery  business  and  the  blacksmithing  in  that 
locality.  Why?  Because  there  is  not  business  enough  for  any  more. 
If  this  bill  is  constructed  to  act  as  we  hope  it  will  act,  the  Midwest 
Refining  Co.  will  not  be  the  only  refinery  in  Wyoming.  There  will  be 
others  come  4ip  as  the  business  demands  it.  If  the  refining  business 
is  profitable,  as  some  people  and  some  of  us  think  it  is,  there  will  be 
others  come  in.  The  gentleman  who  sits  across  the  table,  represent- 
ing the  Texas  Co.,  will  come  in.  They  are  starting  a  refinery  at  the 
present  time,  a  small  one,  at  Glenrock.  Very  reputable  citizens  and 
wealthy  citizens  of  my  State  are  starting  a  refinery  at  Riverton,  and 
there  is  another  refinery  near  there  which  has  been  there  for  20  years. 
It  has  not  grown  into  a  great  big  refinery,  because  of  the  very  simple 
reason  that  there  is  not  the  product  to  refine ;  that  is  all.  Now,  when 
the  fields  are  scattered  as  far  as  they  are  in  Wyoming,  there  is  no 
danger  of  even  a  refining  monopoly  there  in  my  State,  in  my  opinion. 

Now,  speaking  about  acreage,  and  I  want  to  speak  right  here  just 
a  moment  about  section  16,  which  is  one  section  in  which  the  Mid- 
west Oil  Co.  is  interested,  and  very  vitally  interested,  probably  the 
section  in  the  bill  that  concerns  us  more  than  any  other  section,  but 
my  views  in  regard  to  section  16  were  formed  and  written  long  before 
I  had  any  association  in  a  professional  way  with  the  Midwest  Oil 
Co.  That  section  provides  for  the  method  in  which  the  transfer 
shall  be  made  between  our  present  system  and  the  leasing  system. 
Section  16  covers  men  who  went  onto  the  withdrawn  lands  prior  to 
the  second  Taft  withdrawal.  It  also  covers  those  who  went  onto  the 
withdrawn  land  prior  to  the  first  Taft  withdrawal,  and  it  allows 
those  men  who  went  on  prior  to  the  second  Taft  withdrawal,  who 
have  drilled  a  well  and  produced  oil,  not  to  have  a  patent  to  their 
claims,  but  to  have  a  lease  to  their  claims  upon  a  fixed  royalty.  That 
is  what  section  16  does,  as  I  understand  it.  These  men  are  not  giving 
up  something  for  nothing,  by  any  means,  and  if  they  are  entitled, 
in  honesty  and  conscience  and  generosity  to  a  lease  upon  one  claim 
upon  which  they  have  produced  a  well,  by  the  same  course  of  reason- 
ing they  are  entitled  to  a  lease  upon  every  claim  upon  which  they 
have  produced  a  well,  whether  it  is  160  acres  or  1,600  acres.  They 
surrender  whatever  they  may  have  in  the  furtherance  of  the  objects 
of  this  bill  for  a  lease;  they  surrender  their  right  to  a  patent,  if 
they  have  one ;  in  other  words,  it  wipes  the  slate  off  clean.  So  far  as 
1  know.  Salt  Creek  is  about  the  only  part  of  Wyoming  that  would 
come  under  section  16.  Am  I  right  about  that,  Mr.  Curtis?  Are 
there  any  other  parts  of  Wyoming  that  would  come  under  section  16 1 
1  think  not. 

Mr.  CxjKTis.  I  think  not. 

Mr.  CiiARK.  I  think  that  would  be  the  only  land  that  would  be 
brought  under  section  16,  would  it  not,  Mr.  Campbell  ? 

Mr.  Campbell.  In  Wyoming? 

Mr.  Clark.  Yes. 

Mr.  Campbell.  I  do  not  know  of  any  other. 
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Mr.  Clark.  I  do  not  know  of  any  other. 

Mr.  Campbell.  That  is,  public  lands. 

Mr.  Clark.  Where  35  years  ago  I  saw  little  iron  barrels  come 
along  all  the  way  down  the  Union  Pacific  Railroad,  135  miles,  they 
have  patented  land  up  there.  And,  after  all,  it  is  not  a  great  thing. 
Eight  hundred  thousand  acres  of  land  are  withdrawn  in  Wyoming. 
We  know  it  is  not  all  good  land,  because  some  of  it  has  been  pros- 
pected. There  are  62,000,000  acres  of  land  in  Wyoming  that  is  not 
withdrawn,  and  we  know  that  some  of  that  is  good  land,  because 
oil  has  been  found  on  some  of  it.  Salt  Creek  has  4,000  aores — ^I  think 
they  said  about  4,000  acres  within  the  first  water  line — 14,000  acres. 

Sossibly,  beyond  that  water  line,  upon  which  some  oil  has  been  pro- 
uced  and  sonie  dry  holes  have  been  found.  It  is  a  speck  on  the 
map.  It  is  a  speck  on  the  map ;  and  yet,  unless  you  give  the  relief 
in  section  16,  you  wipe  out  there  the  culmination  of  years  of  work; 
you  wipe  out  there  the  hopes  of  25  years  of  men  who  have  been 
waiting  for  this  blessed  day  when  oil  should  be  discovered  there. 
Why,  one  of  the  first  recollections  I  have  in  central  Wyoming,  Judge 
Campbell,  is  sitting  on  a  wooden  bench  in  front  of  the  Grand  Central 
Hot^l,  trying  to  have  old  Cy  Ibey  put  into  my  mind  the  idea  that 
there  was  oil  there  that  would  make  that  State  great  and  rich.  Cy 
Ibey  is  gone,  and  his  boys  are  enjoying  the  Salt  Creek  field.  More 
than  half  the  men  upon  whose  titles  Salt  Creek  field  rests  to-day 
died  before  they  saw  the  results,  but  those  men  produced  the  results. 
Ten  thousand  acres  out  of  eight  hundred  thousand  acres  of  known 
oil  land  and  out  of  sixty-two  million  acres  of  possible  oil  land;  is 
that  asking  very  much  for  a  great  and  generous  and  just  Republic 
to  grant  by  legislation  ? 

Now,  we  are  not  asking  you  to  grant  this  because  it  is  the  law.  If 
it  were  the  law,  we  could  perhaps  depend  upon  the  law.  But  this 
is  something  beyond  that  that  these  men  are  asking  and  these  women 
are  asking.  Why,  Mrs.  Harnsborough  did  not  tell  you  the  half 
of  her  own  experience.  I  could  tell  you  things  in  her  experience,  and 
I  would  if  I  could  tell  them  as  well  as  she  can,  that  would  make  you 
wonder  why  you  hesitate  for  one  single,  holy,  blessed  minute  to  grant 
this  relief. 

Now,  I  think  that  if  you  are  going  to  grant  relief,  you  should  grant 
it  in  a  generous  way.  If  you  are  going  to  do  this  thing,  do  it,  as 
our  President  says,  ungrudgingly.  Do  not  pare  down  to  see  how 
little  you  can  do,  but  see  how  much  you  can  do,  knowing  that  every- 
thing you  can  do  will  tend  to  the  development  of  the  resources  that 
we  need  so  badly  just  now.  I  have  not  any  idea  that  you  gentlemen 
will  pass  any  bill  here  that  will  leave  your  skirts  free  from  criticism. 
Whatever  you  do  in  the  way  of  legislation,  you  will  be  more  or  less 
criticized  for.  You  can  not  satisfy  some  people  on  a  leasing  bill. 
You  can  not  satisfy  some  very  powerful  and  influential  people  on  a 
leasing  bill,  or  any  other  bill  that  proposes  to  turn  over,  either  by 
leasing  or  by  title  or  otherwise,  any  land  of  the  Government  of  the 
United  States.  This  committee  and  the  Congress  of  the  TTnited 
States  will  meet  criticism,  no  matter  how  you  pass  this  bill,  and 

J^ou  can  not  avoid  it.  If  I  were  still  a  Member  of  Congress,  I  be- 
ieve  I  would  rather  be  criticized  for  being  a  little  bit  too  generous 
to  the  patriotic  citizens  of  this  country  tiian  for  lacking  m  scant 
justice  to  them. 
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Now,  Mr.  Chairman,  I  want  to  say  a  word  about  the  proposed  de- 
partmental amendment,  if  I  may  be  allowed.  Of  coni*se,  you  are 
considering  the  House  bill.  To  my  mind,  you  can  not  support  the 
House  bill  or  the  Senate  bill  and  the  proposed  so-called  departmental 
amendment  at  the  same  time.  I  have  honestly  tried,  Mr.  Chairman, 
to  find  some  way,  or  to  make  some  amendment  to  the  proposed  amend- 
ment, by  which  that  amendment  would  fit  the  situation  in  Wyoming. 

Mr.  Kaker.  That  is  the  whole  amendment? 

Mr.  Clark.  That  is  the  whole  amendment.  Now,  that  amendment 
did  not  arise  for  the  first  time  just  now.  That  amendment  arose 
more  than  a  year  ago  in  reference  to  the  naval  reserves,  and  it  arose, 
I  think,  primarily  as  a  suggestion  made  by  Senator  Swanson,  of  the 
Naval  Committee  of  the  Senate.  I  do  not  think  it  created  any  great 
discussion  at  that  time,  but  that  is  the  first  that  I  ever  heard  of  an 
amendment  of  this  sort.  I  did  not  suppose  it  was  in  the  wording  of 
this  amendment,  but  the  idea  of  the  leasing  of  the  well  came  up  at 
least,  as  far  back  as  that.  But  I  have  tried  m  every  way  that  I  could 
to  see  if  I  could  iEimend  that  amendment  to  my  own  satisfaction  so  it 
would  fit  the  situation,  and  the  only  amendment  I  have  been  able  to 
find  for  it  has  been  to  strike  it  all  out.  I  can  not  conceive  of  any 
possible  situation  in  which  the  amendment  could  be  applied  there  t^ 
the  Salt  Creek  field,  or  any  other  field  in  Wyoming,  without  absolute 
disaster,  either  absolute  disaster  or  absolute  nonuse.  I  can  not.  I 
would  be  glad  to  have  enlightenment,  but  I  can  not  see  how  it  could 
operate,  Mr.  Lenroot,  with  any  benefit. 

Now,  as  I  said,  I  believe  if  you  are  going  to  exercise  any  generosity 
it  ought  to  be  exercised  in  such  a  way  that  it  will  not  seem  to  be 
grudgingly  given.  Now,  I  understand,  I  think,  as  well  as  any  man 
the  responsibilities  of  a  public  servant  to  guard  the  public  interests, 
but  I  do  not  understand  that  that  responsibility  entails^  as  a  necessary 
part  of  it  the  disregard  of  the  private  interests  of  the  citizen.  I 
think  there  are  two  ways  to  look  at  this,  and  I  do  not  think  that  the 
private  interests  of  the  citizen  ought  to  be  sacrificed  and  lost  sight  of 
entirely  in  the  consideration  of  a  great  public  measure  of  this  sort. 

I  donot  know,  Mr.  Chairman,  that  I  have  anything  further  to  say. 
I  want  to  see  this  bill  passed;  I  want  to  see  some  bill  passed;  I  want 
to  s<«  the  embargo  lifted ;  I  want  to  see  something  done.  We  worked 
on  this  thing  a  long  while.  Both  the  committ-ees  of  the  House  and 
Senate  have  been  faithful  on  this  measure.  Both  committees  have 
brought  out  bills,  after  long  and  diligent  consideration  and  faithful 
work.  Bills  have  been  passed  by  both  Houses  of  Congress.  Unfor- 
tunately, legislative  situations  have  arisen  so  that  both  Houses  have 
not  acted  at  the  same  time  and  have  not  had  their  results  enacted  into 
law,  but  I  do  hope  at  this  time,  whatever  is  done,  whomsoever  it 
affects,  whatever  rights  it  cuts  off,  whatever  rights  it  preserves, 
whatever  generosity  it  gives,  you  will  do  something  to  open  up  this 
situation. 

Mr.  Taylor.  Senator,  do  you  think  the  passage  of  this  House 
bill  in  its  present  form  would  be  better  than  nothing? 

Mr.  Clark.  Yea,  I  do;  I  think  anything  would  be  better  than 
nothing,  because  if  it  does  not  work,  maybe  some  time  in  Ood's 
future,  after  you  and  I  are  gone,  Mr.  Taylor,  there  will  be  the  possi- 
bility of  getting  it .  amended  into  something  that  will  work ;  but 
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leasing  law  through  in  regard  to  oU,  so  these  complications  wiB 
not  go  on. 

Mr.  Clark.  I  have  no  objection  to  that,  if  you  give  something  in 
its  place. 

The  Chairman.  That  is  what  we  are  trying  to  do  here.  Now,  the 
point  is  that  these  claimants  come  here  asking  the  committee  not  to 
limit  the  law,  and  that  makes  it  hard  for  the  committee.  That  is 
the  attitude  of  this  whole  hearing. 

Mr.  Clark.  No;  that  is  not  my  attitude,  Mr.  Chairman,  at  all.  I 
say  the  man  that  has  160  acres,  if  he  has  got  10  claims,  and  none  of 
them  have  gone  to  patent,  and  he  has  a  producing  well  on  each  of 
those  claims,  there  is  no  reason  on  the  face  of  the  earth  that  I  can 
see  why  he  should  have  the  lease  of  one  claim  as  much  as  the  other. 

The  Chairman.  He  can  get  a  patent  if  he  has  got  a  leasing  claim. 

Mr.  Clark.  No  ;  because  you  can  not  get  a  patent. 

The  Chairman.  You  can  force  it  through  tne  courts. 

Mr.  Clark.  You  can  not  force  it  through  the  courts.  You  can 
only  do  one  thing  in  the  courts.  You  can  bring  a  mandamus  suit 
to  have  the  Secretary  of  the  Interior  exercise  his  power,  but  you 
can  not  prescribe  the  way  in  which  he  shall  exercise  it. 

The  Chairman.  You  indict  the  whole  fabric  of  the  judiciary,  then, 
do  you  not? 

Mr.  Clark.  No ;  I  do  not  indict  the  fabric  of  anything. 

The  Chairman.  Does  not  the  door  of  the  courthouse  stand  ajar  to 
every  man  who  has  his  rights  invaded? 

Mr.  Clark.  No,  Mr.  Chairman ;  and  that  is  one  thing  that  I  want 
to  impress  upon  you — that  these  men  can  not  go  into  court  for  their 
rights. 

The  Chairman.  You  can  mandamus  the  Secretary  to  do  his  duty. 
can  vou  not? 

Mr.  Clark.  You  can  mandamus  the  Secretary  to  act,  but  that  i« 
as  far  as  you  can  go.  You  can  not  mandamus  the  Secretary  to  grant 
a  patent;  no. 

Mr.  Elston.  You  can  not  mandamus  him  to  act  in  one  way  or 
another. 

Mr.  Clark.  That  is  only  the  truth  of  the  sit\ation. 

The  Chairman.  You  can  mandamus  him,  und  if  he  is  wrong  and 
arbitrary,  you  can  make  him  obey  the  law? 

Mr.  Clark.  No. 

The  Chairman.  Why  not? 

Mr.  Ci^\RK.  You  can  compel  him  to  act,  but  that  is  all  you  can  do. 
The  court  will  not  tell  him  how  to  act. 

The  Chairman.  Of  course  you  do  not  want  to  tell  him  to  art 
wrong,  do  you? 

Mr.  Clark.  I  am  afraid  I  do  not  make  my  legal  position  clear, 
Mr.  Chairman. 

The  Chairman.  Well,  it  is  all  the  way  creeping  into  this  record 
here  that  the  Department  of  the  Interior  will  refuse  to  do  ri^ht. 
Now,  I  want  to  know,  is  it  true  or  not?  Can  you  not  mandamus  hiro 
to  make  him  act? 

Mr.  Smith.  But  he  will  follow  out  his  own  inclination. 
^  Mr.  Clark.  Mr.  Chairman,  it  has  been  a  long  time  since  I  prac- 
ticed law,  but  T  have  never  found  out  that  an  administrative  officer, 
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in  the  exercise  of  his  discretion  in  carrying  out  an  administration 
act,  could  be  mandamused  to  carry  out  his  discretion  in  any  par- 
ticular way. 

The  Chairman.  Of  course  not;  but  you  can  make  him  act,  can 
you  not? 

Mr.  Clark.  Yes;  but  there  is  no  very  great  satisfaction,  in  that, 
when  he  may  use  his  own  discretion  as  to  the  manner  in  which  he 
acts. 

The  Chairman.  Where  is  the  assumption  that  a  California  Secre- 
tary of  the  Interior,  right  in  the  West,  where  all  this  trouble  comes 
from,  will  not  do  his  duty  ? 

Mr.  Clark.  Now,  Mr.  Chairman,  I  do  not  want  to  go  into  that. 

The  Chairman.  But  we  are  already  in  it. 

Mr.  Clark.  If  we  are  already  in  it,  then  I  will  say  what  I  think. 

The  Chairman.  Every  witness  has  already  put  us  right  in  the 
middle  of  it. 

Mr.  Clark.  There  is  no  man  knows  better  than  some  members  of 
this  committee,  at  least,  that  the  Secretary  of  the  Interior  does  not 
always  exercise  his  own  discretion. 

Mr.  SiNNOTT.  Is  not  all  that  you  can  do  to  review  his  interpreta- 
tion of  the  law,  and  not  his  decision  upon  the  facts? 

Mr.  Clark.  You  can  go  into  court  and  do  that. 

Mr.  SiNNOTT.  But  you  can  not  review  his  decision  on  the  facts? 

Mr.  Clark.  No.  I  see  we  are  going  far  afield,  and  I  regret  ex- 
ceedingly, Mr.  Chairman,  that  I  allowed  myself  to  become  at  all 
heated  in  this  discussion. 

The  Chairman.  I  am  pi'obably  to  blame  for  that,  and  I  will  take 
all  the  blame  there  is  for  it.  But  here  is  the  thing :  Here  is  a  Com- 
missioner of  the  General  Land  Office  from  Idaho,  is  it  not,  or 
Nevada  ? 

Mr.  SiMiTH.  Nevada. 

The  Chairman.  Well,  that  is  not  quite  as  far  west  as  you  can  go, 
but  just  as  far  west  as  you  can  go  is  the  Secretary  of  the  Interior, 
a  very  good  man 

Mr.  Clark.  Absolutely. 

The  Chairman.  An  honorable  and  high-class  man,  and  yet  these 
men  come  in  here  and  say  they  can  not  get  justice  from  their  own 
fellows  all  the  time. 

Mr.  Clark.  Mr.  Chairman,  I  am  going  to  ^ive  a  concrete  illustra- 
tion. I  do  not  know  anything  about  the  merits  of  the  Honolulu  oil 
case;  I  know  nothing  about  that.  I  do  know  that  the  Honolulu 
oil  case  successfully  passed  the  desk  of  the  Commissioner  of  the 
General  Land  Office^  after  investigation  by  his  department.  Now, 
when  I  say  I  know  it,  I  have  not  seen  it,  you  understand,  but  it  is 
a  matter  of  common  knowledge.  I  know  that  it  passed  the  desk  of 
the  Secretary  of  Interior,  except  so  far  as  it  was  lacking  in  promul- 
gation, and  I  know  that  the  action  of  the  Secretary  of  the  Interior 
was  held  up  by  the  intervention  of  another  part  of  the  executive. 
Now,  we  can  disguise  and  camouflage  the  fact  as  much  as  we  please, 
but  there  is  a  tremendous  amount  of  dissatisfaction  with  the  in- 
terpretation and  administration  of  the  law. 

The  Chairman.  That  has  always  been  true,  has  it  not,  Senator! 

Mr.  Clark.  Not  so  much. 


610  OIL  LEASING  LAKDS. 

The  Chairman.  It  has  been  true  of  the  12  years  that  I  have  been 
here. 

Mr.  Clark.  I  am  hoping,  Mr.  Chairman,  that  this  bill  will  go  far 
to  remove  it,  and  it  will  go  far  to  remove  it  if  the  bill  is  framed  in 
a  spirit  of  generosity,  in  a  spirit  of  equity,  in  such  a  way  as  to  relieve 
those  who  are  already  there. 

Now,  I  do  not  think  you  ought  to  grant  unlimited  relief  and  that 
you  ought  to  grant  unlimited  acreage  on  the  public  domain.  I  do 
hot  think  that  for  a  minute.  I  do  not  think  you  ought  to  turn  over 
a  great  section  of  the  country  to  one  man. 

The  CiiAiRAfAN.  Just  how  high  would  you  go  on  claims  that  are 
not  developed  at  all  ? 

Mr.  Clark.  I  would  go  just  the  same  as  you  do  in  your  State. 

The  Chairman.  You  would  go  to  4,800  acres? 

Mr.  Clark.  I  would  go  to  4.800  acres.  I  think  4,800  acres  in  the 
wilds  of  Wyoming — 150  miles  from  the  nearest  water,  and  nearer  the 
hot  place  tlian  any  other  place  that  I  know  of — is  little  enough,  when 
they  give  you  the  same  amount  in  Oklahoma,  where  there  are  pipo 
lines  and  other  oil-transportation  facilities. 

The  Chairman.  What  would  you  do  with  the  excess  where  one  of 
them  held  30,000  or  40,000  acres  ? 

Mr.  Clark.  There  is  no  excess  that  I  know  of. 

The  Chairman.  I  think  the  record  shows  that. 

Mr.  Taylor.  It  does  not  show  they  are  all  developed. 

The  Chairman.  I  did  not  say  that. 

Mr.  Clark.  I  would  not  grant  any  terms  of  that  sort,  Mr.  Chair- 
man. 

The  Chairman.  I  am  just  asking  you  what  would  ycu  do  with 
thes3  excess  lands?  This  record  shows  here  that  they  have  got  more 
land  than  that,  some  of  these  claimants.  Now,  what  would  you  do? 
Would  you  allow  section  17  of  the  Senate  bill  to  go  through,  which 
would  allow  them  to  perfect  their  claims  to  every  acre  of  that,  if 
they  are  there  on  January  1, 1918? 

Mr.  Clark.  No;  section  17  doss  not  do  that. 

The  Chairman.  I  think  it  does,  under  a  fair  construction. 

Mr.  Clark.  No,  Mr.  Chairman,  I  would  not;  of  course  I  would 
not.    I  would  limit  it  to  one  lease  of  4,800  acres. 

The  Chairman.  How  many  acres  would  you  give? 

Mr.  Clark.  If  you  give  a  man  a  lease  on  4,800  acres,  if  that  fellow 
had  sufficient  money  and  capital  and  courage  to  go  up  and  take  4,800 
acres,  I  would  at  least  want  to  give  him  that  much  in  my  county. 

The  Chairman.  Suppose  you  have  only  4,800  acres  and  had  some 
more  claimants,  which  one  would  j'^ou  give  it  to? 

Mr.  Clark.  I  don't  think  I  get  that. 

The  Chairman.  Suppose  a  particular  field  has  4,800  acres,  some 
have  2,000  and  some  4,000.  etc. ;  now,  supposing  that  a  given  claimant 
desired  an  acreage  of  4,800  acres,  or  the  acreage  you  fix  on,  in  the  four 
or  five  producing  fields? 

Mr.  Clark.  Oh,  no;  I  misunderstood  you.  I  wasn't  talking  about 
producing  fields. 

The  Chairman.  That  is  the  only  point  that  is  troubling  me,  where 
they  have  a  well  on  one  claim  and  have  claims  all  around. 

Mr.  Clark.  I  don't  know  of  any  such  claims. 
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The  Chaikman.  Salt  Creek  is  one  of  them;  it  is  in  the  record  here 
that  men  have  20,000  acres  in  the  proven  area  and  some  outside. 

Mr.  Clark.  That  outside,  they  would  all  give  it  up  for  20  cents. 

The  Chairman.  They  don't  give  it  up,  Senator. 

Mr.  Clark.  What  you  get  outside  of  the  proven  field,  you  mi^ht 
as  well  go  10  miles  outside.  There  has  been  some  oil  found  outside 
of  the  acreage  there ;  but  the  present  field-^present  and  prospective — 
does  not  contain  20,000  acres. 

The  Chairman.  True,  Senator ;  but  they  must  think  it  is  there  or 
they  would  not  file  their  claims  in  there. 

Mr.  Clark.  I  draw  a  great  distinction  after  a  field  is  proven  and 
a  man  has  located  land  than  I  do  a  man  that  goes  in  on  a  prospective 
permit. 

The  Chairman.  How  much  would  you  let  them  have  in  this  proven 
territory,  in  the  Big  Muddy  and  the  Salt  Creek  territories? 

Mr.  Clark.  Oh,  if  the  Secretary  of  the  Interior  sees  fit  to  desig- 
nate land  as  proven  without  evidence,  I  think  I  would  leave  it  to  the 
Secretary  of  the  Interior,  but  I  wouldn't  cut  off  the  equitable  rights 
of  people  who  are  already  under  the  law  in  peaceable  possession  and 
going  on  with  their  work  in  proven  territory. 

Mr.  Raker.  That  takes  all  the  proven  territory?  I  don't  mean 
that  as  criticism.    There  isn't  much  of  it. 

Mr.  Clark.  There  isn't  much  of  it.  There  isn't  enough  of  it  to 
pav  for  the  time  of  this  committee  sitting  here  three  weeks  to  con- 
sider the  question;  it  is  so  infinitesimal  when  compared  with  the 
great  area  outside. 

Now,  I  expect  there  are  a  half  dozen  things  I  would  like  to  speak 
about  that  do  not  occur  to  me  now.  I  really  would  like,  Mr.  Chair* 
man,  to  be  helpful  to  this  committee  in  some  way  if  I  could,  and  if 
there  is  any  way  that  I  can  I  hope  you  will  call  me.  But  I  do 
want  to  impress,  I  think,  more  than  anything  else  just  at  this  time 
what  I  consider  the  absolute  necessity  of  legislation  at  this  time  of 
some  sort;  the  absolute  necessity  of  it,  because  you  must  bear  in  mind 
this,  Mr.  Chairman,  when  you  say  that  the  Mid-West  Oil  Co.  has  nine 
hundred  and  some  odd  acres  inside  of  that  territory,  and  when  you 
say  that  Mr.  Curtis  has  1,000  acres  inside  of  that  territory,  that 
doesn't  mean  1,900  acres  by  any  means,  but  it  means  that  there  is  a 
nice  contention  between  the  Mid-West  Oil  Co.  and  Mr.  Curtis  as 
to  that  land,  or  some  of  it.  The  land  is  not  all  clear.  The  Secretary 
of  the  Interior  has  some  work  to  do  after  this  bill  passes,  because  he 
can't  decide  who  is  entitled  to  this  land  until  the  claimants  them- 
selves come  in;  and  there  is  considerable  of  that  land  that  is  dis- 
puted ;  they  have  got  to  thrash  out  in  the  courts  or  some  other  place 
their  respective  rights.^  The  Secretary  of  the  Interior  won't  say 
"  You  are  entitled  to  this,  and  you  are  not." 

And  there  is  another  thing  I  want  to  speak  about — and  I  wish 
Mr.  Finney  was  here  now;  I  hope  the  committee  will  make  every- 
thing as  definite  and  certain  in  the  bill  as  they  possibly  can;  where- 
ever  a  thing  can  be  made  certain  don't  leave  it  to  the  discretion  of 
the  secretary ;  that  is  not  criticism  of  the  department,  because  I  have 
no  criticism  of  the  department. 

The  Chairman.  What  would  you  say  about  a  definite  royalty  for 
the  proven  lands? 
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Mr*  Clabk.  There  should  be  a  definite  royalty. 

The  CnAiRHAN.  Minimum  or  maximum  t 

Mr»  Ci^ABK.  Neither;  definite. 

Tlie  Chaibman.  Do  you  think  one-eighth  enough  for  these  lands! 

Mr.  Clabk.  I  mean  where  the  wells  are  already  operating. 

The  Chairman.  Supposing,  now,  in  Naval  Reserve  No.  2,  or  lands 
like  that;  supposing  where  you  can  drill  50  wells  on  a  single  section; 
what  do  you  say  as  to  any  lands  the  Qovemment  had  to  lease  on 
royalty  or  patent  ? 

Mr.  Clark.  My  opinion  on  that  won't  be  good,  because  I  find  I 
am  the  only  one  I  come  in  contact  with  that  has  the  same  opinion 
I  have;  I  have  an  idea  whether  the  well  is  little  or  big  the  royalty 
ouffht  to  be  the  same. 

Mr.  Lenroot.  I  didn't  get  your  answer. 

Mr.  Clark.  I  have  an  idea  whether  the  well  is  little  or  big  the 
royalty  ought  to  be  the  same. 

The  Chairman.  What  ou^ht  it  to  be  t 

Mr.  Clark.  I  am  not  an  oil  man ;  I  don't  know. 

Mr.  Taylor.  Ought  they  not  to  pay  a  larger  royalty  where  the 
railroad  facilities  are  very  advantageous  and  the  property  is  readily 
accessible  to  market,  than  they  should  a  thousand  or  two  thousand 
miles  away  from  the  place  of  consumption  ? 

Mr.  Clark.  Oh,  I  don't  know ;  you  will  find  that  the  oil  will  be 
transported. 

The  Chairman.  What  would  you  say  about  the  applicant  who 
wanted  to  go  out  there  and  produce  oil  on  some  Oovemment  land 
and  said,  "I  will  give  you  25  per  cent  royalty,"  and  the  administra- 
tive officer  said,  ^'  Yes,  but  Congress  said  I  can  only  charge  you  one- 
eighth."   What  would  become  of  a  Congress 

Mr.  Clark.  The  Fuel  Administrator  says  how  much  can  be 
charged. 

The  Chairman.  They  are  giving  25  per  cent  for  oil  down  there? 

Mr.  Clark.  Yes;  but  open  competition  is  not  always  the  best  thing 
in  the  world:  for  instance,  I  suppose  there  are  many  men  here  who 
would  have  been  willing  to  give  $15  a  ton  for  coal  this  winter  at 
the  mouth  of  the  mine,  but 

The  Chairman.  That  is  beside  the  question. 

Mr.  Clark.  Yes;  that  is  beside  the  question. 

The  Chairman.  They  are  bidding  that  and  large  bonuses  on  top  of 
that,  and  I  was  wondering  what  the  public  would  say  to  an  admin- 
istrative officer  and  what  the  administrative  officer  would  say  to  us 
if  we  had  passed  a  law  saying  "  You  shan't  take  more  than  one- 
eighth  if  a  man  is  willing  to  pay  one-fourth." 

Mr.  Clark.  I  don't  know  of  any  of  them. 

The  Chairman.  You  will  have  it. 

Mr.  Clark.  I  speak  of  one-eighth  royalty  because  that  is  the 
amount  fixed  by  the  Government  on  some  of  these  lands.    On  the 

froven  land  lot  it  be  fixed  between  the  Secretary  and  the  claimant 
don't  care  whether  it  is  one-eighth  or  none,  but  let  it  be  a  fixed 
royalty. 
The  Chairman.  Fixed  by  whom? 
Mr.  Clark.  By  the  Secretary  of  the  Interior. 
The  Chairman.  I  thought  you  wanted  it  fixed  in  the  law  ? 
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Mr.  Clabk.  Oh,  no. 

^  The  Chaikman.  You  don't  want  us  to  fix  a  maximum  of  one- 
eighth  in  the  law  ? 

Mr.  Clark.  Not  in  the  general  law ;  no. 

The  Chairman.  You  would  run  into  cases  that  you  couldn't  sus- 
tain yourself. 

Mr.  Clark.  Yes.  But  I  would  fix  it  on  the  wells  already  op- 
erating. 

The  Chairman.  Here  is  another  thing:  Here  is  a  well  producing 
20  barrels  of  oil  a  day,  and  you  have  20  applicants  by  the  same  mail 
on  the  same  day  filed  in  a  sealed  bid  for  that  land;  which  one  of 
those  fellows  would  you  give  it  to,  and  who  would  determine  the 
priority  ? 

Mr.  Clark.  That  is  one  of  the  questions  to  be  solved  by  the  Sec- 
retary of  the  Interior. 

The  Chairman.  Would  you  do  it  by  bid  or  by  royalty  ? 

Mr.  Clark.  I  am  not  an  oil  man.  Whichever  way  you  decide 
you  will  meet  with  criticism. 

The  Chairman.  He  is  proceeding  on  that  basis.  There  are  lands 
in  the  Osage  Nation  that  would  have  a  hundred  men  applying  for 
every  piece ;  so  he  puts  it  up  and  auctions  it  off. 

Mr.  Clark.  I  suppose  so;  but  that  would  give  the  Midwest  or 
other  large  companies  a  tremendous  advantage  in  my  State,  which 
they  should  not  have. 

The  Chairman.  With  the  limited  acreage  it  would  take  nine- 
tenths  of  the  land  away  from  them,  wouldn't  it  ? 

•Mr.  Clark.  Oh,  no.  But  the  Secretary  is  going  to  be  met  with  two 
propositions :  If  he  is  going  to  let  it  out  on  a  cash  bonus,  he  would  give 
to  the  rich  man  an  advantage  which  the  poor  man  can't  get;  if  he 
lets  it  out  on  a  bid — on  a  royalty — ^he  will  nave  trouble  on  his  hands 
fn>m  start  to  finish,  because  with  the  prospect  of  oil  at  the  end  of 
a  permit  men  will  go  up  to  60  and  70  per  cent.  They  would  go  so 
high  that  they  couldn't  finish  it,  and  would  have  to  throw  up  their 
leases. 

The  Chairman.  They  will  have  to  furnish  a  bond  for  that  or  they 
won't  let  them  have  it. 

Mr.  Clark.  Suppose  they  do  the  drilling.  I  think  the  oil  men 
have  a  pretty  fair  idea  what  they  can  pay,  and  how  much  they  can 
pay,  and  I  haven't  any  question  but  the  Secretary  will  decide  that 
m  some  way,  and  I  think  better  than  I  can  and  I  think  better  than 
you  could,  Mr.  Chairman. 

But  I  hope  they  will  have  some  action.  I  hope  you  will  give  them 
enough  acreage  so  that  it  will  be  an  inducement. 

Mr.  Elston.  Senator,  you  speak  of  4,800  acres  as  the  proper 
amount;  after  the  discovery  of  oil,  how  much  should  he  have? 
Should  he  retain  the  entire  amount? 

Mr.  Clark.  Yes,  sir. 

Mr.  Elston.  Both  the  lease  and  permit? 

Mr.  Clark.  Yes;  if  he  takes  it  on  permit  and  lease  at  all,  I  think 
his  lease  should  be  coextensive  with  the  permit 

Mr.  Elston.  And  not  cut  it  down  to  one- fourth? 

Mr.  Clark.  No,  sir;  because  of  what  has  been  said  a  half  dozen 
times,  that  you  can't  tell  just  where  the  valuable  land  will  lie.    When 
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I  express  these  opinions  I  express  simply  opinions.     When  I  saj 
4,800  acres,  it  is,  I  think,  a  matter  that  has  worked  well  in  Oklahoma. 

Mr.  Elston.  When  the  oil  has  been  discovered,  it  is  easy  to  tell 
which  part  is  the  more  valuable  K 

Mr.  Clark.  Oh,  no;  not  at  all.  I  may  have  two  pieces  of  land 
there — 40  acres  each — and  I  drill  a  well  here  and  get  a  100-barrel 
well;  and  I  drill  one  there  and  may  get  one  like  the  Dudley  Karnes. 
I  thmk,  whatever  you  fixe  the  acreage,  the  permittee  should  have  the 
privilege  of  leasing  the  entire  amount. 

The  Chairman.  One  other  thing:  We  thought  we  were  doing 
something  when  the  oil  men  were  given  a  patent.  As  I  understand, 
they  don't  want  a  patent  now? 

Mr.  Clark.  I  don't  know.  I  think  the  oil  men  are  all  very  solic- 
itous for  fear  that  if  this  bill  passes  and  they  elect  to  go  on  to  patent 
they  will,  in  many  cases,  find  the  way  a  weary  one;  and  therefore  they 
hau  rather  surrender  what  they  really  believe  is  a  valid  claim  but 
which  in  the  end  would  not  turn  out  as  well  as  they  thought. 

The  Chairman.  My  question  didn't  involve  that.  We  have  a  pro- 
vision in  our  House  bill  for  a  prospecting  permit  on  640  acres,  and 
if  they  prospect  and  strike  oil  they  shall  have  the  right  to  select 
which  one  of  the  160-acre  pieces  they  will  have ;  I  think  the  oil  men 
have  abandoned  that  and  prefer  to  pay  a  royalty? 

Mr.  Clark.  Oh,  yes ;  I  think  the  oil  men  would  prefer  to  patent  a 
quarter  and  pay  a  royalty  for  the  balance,  but  failing  that 

The  Chairman.  They  will  take  the  permit  and  the  lease  to  it,  too? 

Mr.  Clark.  Yes.  I  am  sorry  that  I  have  been  unable  to  remove 
from  your  minds  the  impression  that  there  is  any  danger  in  the  large 
holdings  in  the  field.  The  California  lands  I  don't  know  much  about. 
The  only  place  where  the  danger  could  be  encountered  is  in  the 
middle  mountain  field.  So  far  as  Wyoming  is  concerned,  it  is  not  a 
paying  proposition.  I  hope  I  may  have  removed  the  impression 
that  there  are  a  lot  of  highbinders  out  there  ready  to  pounce  on  this 
land.  Make  it  as  hard  as  you  can ;  put  every  clause  in  that  you  need 
to  prevent  fraud;  let  the  Secretary  of  the  Interior  decide  whether 
there  is  fraud ;  don't  let  a  man  that  has  a  taint  of  fraud  get  an  acre 
of  this  land  when  he  comes  up  and  presents  his  claim  to  the  Secre- 
tary. But  give  him  enough  so  that  he  can  have  some  encouragement 
to  go  on  with  development. 

I  am  sure  that  out  of  all  this  there  is  going  to  come  a  bill  that  the 
Senate  and  House  can  agree  upon ;  and  I  am  sure  if  the  Senate  and 
House  agree  on  any  bill  on  this  proposition  that  will  become  the  law 
of  the  land.  I  think  the  departments  want  it;  I  know  the  people 
want  it ;  I  know  Congress  would  be  glad  to  get  shut  of  it. 

Mr.  Taylor.  Senator,  are  there  any  productive  wells  or  fields  out- 
side of  the  proven  territory  in  Wyoming? 

Mr.  Clark.  I  don't  know  of  any  productive  field  in  Wyoming 
which  has  not  been  surrounded  by  withdrawal  by  the  department. 

Mr.  Taylor.  The  last  report  of  the  Commissioner  of  the  General 
Land  Office  to  the  Secretary  of  the  Interior  shows  in  Wyoming  addi- 
tional withdrawals  of  165,421  acres  of  oil  lands  have  been  made,  and 
32,700  acres  have  been  restored  as  nonoil,  leaving  934,295  acres  cov- 
ered by  existinsr  withdrawals  at  the  end  of  the  fiscal  year  1917.  That 
is  a  little  less  than  a  million  acres  of  so-called  oil  land  withdrawn. 
Is  all  of  that  located  ? 
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Mr.  Clark.  Oh,  no. 

Mr.  Taylor.  What  per  cent  of  that  that  is  withdrawn  as  oil  lands 
is  now  under  location? 
Mr.  Clark.  There  isn't  10  per  cent  of  it. 
Mr.  Taylor.  Is  that  so? 
Mr.  Clark.  No  ;  there  isn't. 

Mr.  Taylor.  Not  10  per  cent  of  this  land  now  withdrawn  as  oil 
land  is  located  or  claimed  at  all  ? 

Mr.  Clark.  I  don't  think  so.  Now,  these  oil  men  can  tell  about  it 
better  than  I  know.  But  I  tell  you  from  one  end  of  800,000  acres  to 
the  other  is  a  big  stretch  of  country,  and  I  am  sure  there  isn't  10  per 
cent  in  Wyoming  withdrawn  land  that  has  been  operated  on. 

Mr.  Taylor.  The  commissioner  says  in  his  last  report  for  1917 
that  practically  all  of  the  public  known  oil  lands  are  now  with- 
drawn. 
Mr.  Clark.  That  is  true. 

Mr.  Taylor.  So  that  they  have  withdrawn  all  they  know  anything 
about,  and  you  say  there  is  only  a  very  small  per  cen.t  of  what  they 
have  withdrawn  that  is  really  under  location  ? 

Mr.  Clark.  I  tell  you  what  I  think:  I  think  there  are  more  loca- 
tions for  oil  now  on  lands  that  have  not  been  withdrawn  and 
have  been  passed  over  by  the  geologists  than  the  land  that  is  with- 
drawn. 

Mr.  Taylor.  And  you  want  Congress  to  make  as  liberal  provisions 
and  fair  inducement  as  possible  to  bring  about  the  development  of 
this  million  and  some  acres  that  is  not  withdrawn? 

Mr.  Clark.  Yes.    And  one  feature  that  appeals  to  me  is  that  tho 
minute  this  bill  is  passed,  withdrawals  in  their  present  sense  cease. 
Mr.  Taylor.  Although  I  think  the  Secretary  could  call  it  proven 
land  as  soon  as  anybody  got  a  flow  of  oil  from  it. 

Mr.  Clark.  Yes.     Let  him  call  it.     Now  nobody  can.     Let  him 
approve  it  or  not. 
The  Chairman.  Let  him  approve  it  and  go  ahead? 
Mr.  Clark.  Yes.    I  am  sure  that  there  is  far  less  than  10  per  cent 
of  that  improved. 

Mr.  Lenroot.  Senator,  would  you  give  the  committee  your  opinion 
and  your  interpretation  of  the  proviso  in  section  12,  the  right  to  the 
permittee  to  lease  the  remaining  three- fourths  of  the  prospect? 
Mr.  CiJ^RK.  In  which  bill  is  that? 

Mr.  Lenroot.  In  the  Senate  bill.    The  proviso  of  section  12. 
Mr.  Clark.  That  is  equal  to  saying  that  he  may  have  a  patent  to  a 
quarter  section? 
Mr.  Lenroot.  Yes;  and  then  the  proviso. 
Mr.  Clark.  And  then  follows  this  language: 

Provided,  That  said  permittee  shaU  be  Riven  n  preference  right  to  lease  the 
reniaiulng  and  unpatented  lands  enibracwl  within  the  limits  of  his  permt  u])on 
the  same  terms  and  conditions  as  provided  for  other  leases,  or  said  permittee 
niay,  at  his  election  and  w.'th  like  preference  right,  and  upon  like  conditions, 
become  the  lessee  of  the  entire  tract  embraced  within  said  permit  Instead  of 
receiving  a  patent  for  any  part  thereof. 

That,  Mr.  Lenroot,  does  not  agree  with  my  view.  I  suppose  what 
yon  would  like  is  my  view  of  the  preference  right? 

Mr.  Lekroot.  No;  I  agree  with  you  that  this  bill  should  be  defi- 
nite and  certain,  and  I  would  like  your  opinion  of  the  royalties  to  be 
fixed  in  this  proviso. 
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Mr.  Clark.  I  thing  the  royalties  should- 


Mr.  Lenroot.  Not  what  should,  but  the  construction  of  this 
language. 

Mr.  Clark.  Of  course,  that  construction,  to  my  notion,  rather  pre- 
cludes the  use  of  the  word  "  preference.''  My  understanding — ^I  may 
be  mistaken  as  a  legal  proposition — but  my  understanding  of  the 
word  ^^  i>ref erence  "  and  the  way  the  Secretary  would  be  compelled 
to  hold  is  that  a  preference  right  only  gives  the  first  right  to  have 
the  lease  at  the  same  royalty  that  anyone  else  would  give. 

Mr.  Lenroot.  Now,  as  to  its  bein^  very  vague  for  uncertainty: 
One  lease  might  be  upon  a  given  royalty  and  another  upon  another! 

Mr.  Clark.  I  don't  suppose  that  the  royalty  would  come  under  the 
words  ^'  general  terms,"  because  the  royalty  is  a  specific  thing  in- 
serted in  the  lease,  the  same  as  a  consideration  in  a  mortgage. 

Mr.  Lenroot.  Yes;  but  one  lease  may  have  a  fixed  royalty  in  the 
lease  and  another  lease  have  another  royalty,  both  put  up  for  com- 
petitivQ  bidding;  there  is  no  fixed  royalty  in  the  bill. 

Mr.  Clark,  if o;  I  think  that  is  true;  but  I  think  the  royalty 
should  be  fixed  in  the  permit. 

Mr.  Lenroot.  That  is,  according  to  your  view,  no  difference  about 
the  production,  the  royalty  shoula  be  the  same? 

Mr.  Clark.  Yes;  I  think  it  should  be  fixed  in  the  permit;  and 
when  the  royalty  is  fixed  it  should  follow  in  the  lease. 

Mr.  Lenroot.  What  I  wanted  to  ^t  particularly — ^you  don't  think 
this  proviso  is  so  definite  and  certain  that  it  should  remain? 

Mr.  Clark.  I  think  it  is  so  definite  and  certain  that  it  ought  not 
to  remain,  because  my  view  is  that  the  man  who  goes  on  there  and 
develops  the  land  on  a  permit  should  have  his  royalty  fixed;  of 
course,  in  that  case  the  royalty  in  the  permit  would  be  followed;  but 
the  royalty  in  the  lease  would  depend  on  what  anybody  else  would 
give  for  it,  and  then  if  the  permittee  meets  that  price  he  can  have  it. 

Mr.  Lenroot.  What  would  be  your  view  if  the  bill  were  amended 
so  that  instead  of  providing  for  a  patent  for  one-fourth,  to  give  a 
lease  for  that  one- fourth  at  a  minimum  royalty  and  then  a  preferen- 
tial right  to  lease  the  remainder  at  such  royalty  as  may  be  fixed  by 
the  Secretary? 

Mr.  Clark.  That  is  a  matter  of  administration ;  I  don't  believe  I 
am  competent  to  say. 

Mr.  Lenroot.  It  is  a  matter  of  policy. 

Mr.  Clark.  Yes ;  it  is  a  matter  of  policy  that  I  don't  believe  I  am 
competent  to  say  alx)ut.  I  find  I  meet  with  some  opposition  amon«r 
those  who  are  more  familiar  with  the  oil  business  than  I. 

Mr.  Lenroot.  Now,  Senator,  inr  the  opening  portion  of  your  re- 
marks you  said  the  Interior  Department  also  occupied  the  position 
of  prosecuting  attorney,  and  should  not  occupy  that,  but  the  courts 
should? 

Mr.  Clark.  Yes,  sir. 

Mr.  Lenroot.  I  want  to  ask  you  whether  the  decisions  of  any  of 
the  Federal  courts  recently,  with  the  possible  exception  of  Judge 
Riner,  has  more  liberally  construed  those  laws  than  has  the  Depart- 
ment of  the  Interior  ? 

Mr.  Clark.  I  wouldn't  say  they  have.  I  have^  no  reflection  or 
complaint  to  make  of  the  Department  of  the  Interior.  But  I  think 
that  this  is  true,  Mr.  Lenroot :  That  we  must  all  admit  that  there  is— 
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that  there  has  grown  up,  perhaps  in  recent  years,  a  very  diligent 
search  to  find  reasons  why  things  should  not  be  done.  For  instance, 
there  must  have  come  within  your  knowledge,  as  it  has  mine  and 
everybody  else's  that  has  had  anything  to  do  with  the  public-land 
laws,  that  under  the  same  law,  with  no  change  in  the  law,  a  man  is 
required  to  make  a  tremendous  amount  more  effort  to  get  a  home- 
stead than  he  did  20  years  ago,  and  the  things  that  were  passed  over 
20  years  ago — some  neglect  this  way  or  that — was  passed  over  and 
the  patent  was  granted  notwithstanding;  but  in  recent  years  these 
things  were  not  passed  over,  and  a  man  was  held  to  more  strict  re- 
quirements, not  only  to  the  law  itself  but  to  the  regulations  made  by 
the  department. 

That  tendency  has  grown,  and  I  am  wanting  to  see  it  relaxed,  be- 
cause I  am  not  one  of  those  who  believe  that  men  should  be  treated 
as  Shylock  would  treat  them  by  the  Government.  I  think  there  is 
an  element  that  comes  in  between  the  Government  and  the  governed, 
at  least  as  much  as  would  be  required  between  two  citizens ;  that  the 
relation  between  the  Government  and  the  governed  should  be  flexible. 
I  don't  mean  by  that  for  a  moment  that  a  man  should  be  allowed  to 
take  advantage  of  any  fraud  or  misconduct — not  by  any  means. 

Mr.  Taylor.  Yon  mean  he  should  not  be  presumed  to  be  a  crook 
but  should  be  fairly  treated  by  the  Government  ?  The  criminal  law 
should  not  be  reversed  on  a  man  because  he  tries  to  acquire  title  to  a 
piece  of  Government  land  ? 

Mr.  Lenroot,  You  mean  he  should  not  be  proved  a  crook  until  he 
has  shown  that  he  is  not  an  honest  man  ? 

Mr.  Clark.  I  think  so.  I  think  if  any  of  us  went  on  a  piece  of 
public  land  to  take  a  homestead  we  would  be  subjected  to  a  scrutiny — 1 
don't  say  it  is  not  the  law,  but  our  actions  would  be  subjected  to  a 
scrutiny  that  would  be  very  repellant  and  obnoxious  to  us,  and  a 
scnitiny  that  we  would  not  stand  from  our  fellow  men. 

Mr.  Lenroot.  You  said  in  your  judgment  better  conditions  would 
obtain  if  claimants  had  the  privilege  of  going  into  the  courts.  I  want 
to  ask  you  if  most  of  the  delay,  and  the  conditions  that  now  exist,  is 
not  due  to  the  fact  that  other  departments  of  this  Government  have 
not  been  willing  that  the  reform  come  by  Congress  rather  than  by 
the  courts? 

Mr.  Clark.  I  intimated  that  in  my  answer  to  a  question  by  the 
chairman  of  the  committee.    I  didn't  care  to  discuss  that. 

Mr.  Lenroot.  It  is  rather  inconsistent 

Mr.  Clark.  I  don't  claim  to  be  consistent.  I  see  this  great  calam- 
ity overshadowing  this  great  western  country,  and  I  hope  something 
can  be  done. 

Mr.  Lenroot.  Just  one  other  question:  You  are  asking  the  com- 
mittee to  be  generous;  you  are  lamiliar  with  this  entire  question; 
don't  you  think  this  committee  will  be  very  fortunate  if  it  succeeds 
in  putting  through  a  bill  that  does  approximate  justice  rather 
than 

Mr.  Clark.  Approximate  justice  should  be  very  satisfactorv,  and 
I  hope  we  may  have  it. 

Mr.  Taylor.  I  fear  Congress  seldom,  these  days,  extends  "  gener- 
osity "  in  public-land  matters.  You  will  be  fortunate  and  T  will  be 
glad  if  yon  get  simple  justice. 
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Mr.  Clark.  I  disagree  with  you.  I  see  it  where  Congress  often 
has  been  generous  as  well  as  just. 

Mr.  Taylor.  Oh,  yes;  in  pensions  or  claims  or  something  of  that 
kind. 

Mr.  Clark.  I  have  heard  it  suggested  that  you  shouldn't  come 
before  this  committee  and  ask  for  anything  that  you  are  not  entitled 
to  under  the  law.  I  repudiate  that ;  if  a  man  could  have  only  what 
he  is  entitled  to  under  the  law  there  is  many  and  many  an  old  soldier 

itting  a  pension  now  that  couldn't  get  it  under  the  general  law. 

[any  people  think  that  generosity  is  not  well  dispensed ;  I  do  not 
agree  with  them. 

Mr.  Lekroot.  You  don't  mean  that  to  apply  to- members  of  the 
committee  ? 

Mr.  Clark.  No,  sir.  I  want  to  say  this,  that  Mr.  Lonroot  and  Mr. 
Taylor  and  others  have  gone  over  this  whole  matter,  and  there  has 
nobody  gone  into  it  deeper,  Mr.  Lenroot,  or  more  effectively  than  you 
yourself  and  the  chairman  of  the  committee ;  you  are  aware  how  the 
members  of  this  committee  have  worked  day  after  day  to  get  this 
matter  adjusted;  day  after  day  and  week  after  week  the  question  of 
relief  and  everything  else  was  thrashed  out;  day  after  day  Mr. 
Finney  sat  there  tryiner  to  work  it  out  with  the  committee.  I  ani  not 
speaking  about  this  bill  now,  but  the  one  about  a  year  ago ;  nothing 
went  into  the  bill  but  what  received  in  that  way  the  approval  of  the 
Interior  Department.  The  spokesman  of  the  department  was  there, 
and  it  was  thought  by  everybody  tliat  we  had  an  adjustment  of  the 
whole  business;  it  was  thought  by  everybody  that  we  had  the  plan  of 
the  two  Houses.  They  disagreed  in  a  few  matters  in  detail  but  not  in 
substance. 

Mr.  Mays.  The  House  had  never  agreed  nor  had  a  chance  to  agree. 

Mr.  Clark.  Oh,  no ;  but  in  general  plan  they  agreed. 

Mr.  Mays.  You  don't  mean  the  bill  we  passed  ? 

Mr.  Clark.  I  mean  the  bill  you  passed,  which  is  practically  the 
same  bill  you  have  now.  They  were  on  the  same  line,  but  the  relief 
extended  by  the  House  was  less  than  the  relief  extended  by  the 
Senate,  but  the  plan  of  relief  was  exactly  the  same,  differing  only  in 
quantity.  The  Senate  took  up  the  bill  and  fixed  a  day  for  a  vote, 
and  never,  until  a  day  was  fixed  for  a  vote,  was  there  any  intimation 
that  any  other  plan  had  been  advocated  or  proposed  by  anybody ;  I 
don't  know  that  I  ought  to  say  this,  but  n€fver,  until  the  day  was  fixed 
for  a  vote  and  the  bill  was  practically  on  its  passage,  was  there  any 
other  bill  proposed.  The  Secretary  himself,  through  his  spokesman, 
had  approved  it.  The  bill  cut  out  the  naval  reserve,  and  he  was 
principally  interested  in  that. 

Mr.  Mays.  That  was  because  he  thought  he  should  not  deal  with 
other  phases? 

Mr.  Clark.  I  think  so,  and  properly  so,  because  he  should  not  deal 
with  other  phases.  And  at  the  vcrv  last  moment,  without  having 
submitted  it  to  the  committee  or  to  the  Senate,  a  new  plan  of  relief 
was  proposed,  and  that  is  the  plan  of  relief  that  this  committee, 
among:  others,  is  considering  now;  and  this  is  a  plan  wholly  and 
entirely  different  from  the  plan  worked  out  in  four  years  of  work  by 
both  the  Senate  and  the  House  committees.  It  is  a  plan  that,  as  I 
have  said,  I  have  tried  to  amend  so  as  to  make  it  apply;  I  have 


on.  IJBASIKO.LAISDS.  619 

worked  and  studied  over  the  matter  a  great  deal.    It  is  a  plan  which 
can  not  be  amended ;  it  can't  be  used. 

Now, jis  to  the  measure  of  relief,  that  is  a  matter  of  opinion  of  the 
two  committees;  but  I  do  hope  when  this  committee  comes  to  act, 
whether  they  grant  the  same  measure  of  relief,  or  whether  they 
grant  4,800  acres,  or  160  acres,  or  whether  they  give  a  patent  to  160 
acres  or  to  640  acres,  I  hope  and  believe  the  committee  will  hold 
steadfast  to  the  plan  that  has  been  worked  out  so  industriously  and 
faithfully  by  those  who  have  given  earnest  consideration  to  this 
measure  for  many  years.  I  know,  so  far  as  I  am  concerned,  and  the 
chairman  of  the  committee  and  Mr.  Lenroot,  I  know  the  public-land 

Juestion  is  one  that  has  occupied  almost  their  entire  attention,  and 
will  undertake  to  say  that  no  one  bill  has  occupied  so  much  atten- 
tion as  has  this  bill  you  have  before  you.  I  hope  the  decks  will  be 
cleared  when  this  bill  is  reported;  I  hope  the  best  for  this  leasing 
system ;  I  hope  for  the  best  results,  and  that  all  the  difficulties  that 
have  arisen  under  the  placer  mining  act  will  be  wiped  away,  and  will 
be  wiped  away  in  such  a  way  that  there  will  be  no  sore  spots ;  I  hope 
it  will  be  fixed  up  in  such  a  way  that  the  entire  West  will  come  to 
the  support  of  Congress  in  this  leasing  system  and  leasing  proposi- 
tion, and  I  am  sure  you  will  not  find  any  complaints,  notwithstand- 
ing the  almost  fixed  convictions  that  many  western  people  have; 
amon^  others,  Mr.  Taylor.  Nobody  will  rejoice  more  than  he  if 
this  bill  is  passed  and  is  a  success;  he  will  try  to  make  the  people 
of  Colorado  see  it.  But  you  can  not  do  it  if  you  wipe  out  in  one  fell 
swoop  all  that  has  been  done. 

(And  thereupon,  at  4  o'clock  and  35  minutes,  the  committee  ad- 
journed until  Monday  morning,  at  10  o'clock.) 


Committee  on  the  Public  Lands, 

House  of  Representatives, 
Monday^  February  18^  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Edward  T.  Taylor, 
presiding. 

Mr.  TAYiiOR.  The  committee  will  come  to  order,  please. 

Gentlemen,  we  will  hear  Mr.  Mondell  this  morning,  and  you  may 
proceed,  Mr.  Mondell. 

STATEMENT  OF  HOIT.  F.  W.  UONBELL,  A  BEPEESENTATIVE  IN 
GONOBESS  FBOM  THE  STATE  OF  WTOMINO. 

Mr.  Mondell.  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  appear  for  and  on  behalf  of  the  people  whom  I  represent,  the 
people  of  the  State  of  Wyoming,  and  the  discussion  as  it  has  pro- 
ceeded has  made  it  very  clear  to  you  how  great  our  interest  in  this 
bill  is,  so  far,  at  least,  as  oil  is  concerned.  Our  interest  is  quite  as 
great  from  the  standpoint  of  coal  and  phosphate.  We  have  enor- 
mous coal  and  phospnate  deposits  in  Wyoming,  and  eventually,  as 
the  country  settles  around  us,  we  will  have  a  great  coal  and,  we  hope, 
a  great  phosphate  development 
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Mr.  Clark.  I  disagree  with  you.  I  see  it  where  Congress  often 
has  been  generous  as  well  as  just. 

Mr.  Taylor.  Oh,  yes;  in  pensions  or  claims  or  something  of  that 
kind. 

Mr.  Clark.  I  have  heard  it  suggested  that  you  shouldn't  come 
before  this  committee  and  ask  for  anything  that  you  are  not  entitled 
to  under  the  law.  I  repudiate  that;  if  a  man  could  have  only  what 
he  is  entitled  to  under  the  law  there  is  many  and  many  an  old  soldier 
getting  a  pension  now  that  couldn't  get  it  under  the  general  law. 
Many  people  think  that  generosity  is  not  well  dispensed;  I  do  not 
agree  with  them. 

Mr.  Lenroot.  You  don't  mean  that  to  apply  to -members  of  the 
committee  ? 

Mr.  Clark.  No,  sir.  I  want  to  say  this,  that  Mr.  Lsnroot  and  Mr. 
Taylor  and  others  have  gone  over  this  whole  matter,  and  there  has 
nobody  gone  into  it  deeper,  Mr.  Lenroot,  or  more  effectively  than  you 
yourself  and  the  chairman  of  the  committee ;  you  are  aware  how  the 
members  of  this  committee  have  worked  day  after  day  to  get  this 
matter  adjusted;  day  after  day  and  week  after  week  the  question  of 
relief  and  everything  else  was  thrashed  out ;  day  after  day  Mr. 
Finney  sat  there  tryincr  to  work  it  out  with  the  committee.  I  am  not 
speaking  about  this  bill  now,  but  the  one  about  a  year  ago ;  nothing 
went  into  the  bill  but  what  received  in  that  wav  the  approval  of  the 
Interior  Department.  The  spokesman  of  the  department  was  there, 
and  it  was  thought  by  everybody  that  we  had  an  adjustment  of  the 
whole  business;  it  was  thought  by  everybody  that  we  had  the  plan  of 
the  two  Houses.  They  disagreed  in  a  few  matters  in  detail  but  not  in 
substance. 

Mr.  Mays.  The  House  had  never  agreed  nor  had  a  chance  to  agi'ee. 

Mr.  Clark.  Oh,  no;  but  in  general  plan  they  agreed. 

Mr.  Mays.  You  don't  mean  the  bill  we  passed  ? 

Mr.  Clark.  I  mean  the  bill  you  passed,  which  is  practically  the 
same  bill  you  have  now.  They  were  on  the  same  line,  but  the  relief 
extended  bv  the  House  was  less  than  the  relief  extended  bv  the 
Senate,  but  the  plan  of  relief  was  exactly  the  same,  differing  only  in 
quantity.  The  Senate  took  up  the  bill  and  fixed  a  day  for  a  vote, 
and  never,  until  a  day  was  fixed  for  a  vote,  was  there  any  intimation 
that  any  other  plan  had  been  advocated  or  proposed  by  anybody ;  I 
don't  know  that  I  ought  to  say  this,  but  nerver,  until  the  day  was  fixed 
for  a  vote  and  the  bill  was  practically  on  its  passage,  was  there  any 
other  bill  proposed.  The  Secretary  himself,  through  his  spokesman, 
had  approved  it.  The  bill  cut  out  the  naval  reserve,  and  he  was 
principally  interested  in  that. 

Mr.  Mays.  That  was  because  he  thought  he  should  not  deal  with 
other  phases? 

Mr.  Clark.  I  think  so,  and  properly  so,  because  he  should  not  deal 
with  other  phases.  And  at  the  very  last  moment,  without  having 
submitted  it  to  the  committee  or  to  the  Senate,  a  new  plan  of  relief 
was  proposed,  and  that  is  the  plan  of  relief  that  this  committee, 
amonsT  others,  is  considering  now;  and  this  is  a  plan  wholly  and 
entirely  different  from  the  plan  worked  out  in  four  years  of  work  bv 
both  the  Senate  and  the  House  committees.  It  is  a  plan  that,  as  I 
have  said,  I  have  tried  to  amend  so  as  to  make  it  apply;  I  have 
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worked  and  studied  over  the  matter  a  great  deal.  It  is  a  plan  which 
can  not  be  amended ;  it  can't  be  used. 

Now,  .as  to  the  measure  of  relief,  that  is  a  matter  of  opinion  of  the 
two  committees;  but  I  do  hope  when  this  committee  comes  to  act, 
whether  they  grant  the  same  measure  of  relief,  or  whether  they 
grant  4,800  acres,  or  160  acres,  or  whether  they  give  a  patent  to  160 
acres  or  to  640  acres,  I  hope  and  believe  the  committee  will  hold 
steadfast  to  the  plan  that  has  been  worked  out  so  industriously  and 
faithfully  by  those  who  have  given  earnest  consideration  to  this 
measure  for  many  years.  I  know,  so  far  as  I  am  concerned,  and  the 
chairman  of  the  committee  and  Mr.  Lenroot,  I  know  the  public-land 
question  is  one  that  has  occupied  almost  their  entire  attention,  and 
I  will  undertake  to  say  that  no  one  bill  has  occupied  so  much  atten- 
tion as  has  this  bill  you  have  before  you.  I  hope  the  decks  will  be 
cleared  when  this  bill  is  reported;  I  hope  the  best  for  this  leasing 
system ;  I  hope  for  the  best  results,  and  that  all  the  difficulties  that 
have  arisen  under  the  placer  mining  act  will  be  wiped  away,  and  will 
be  wiped  away  in  such  a  way  that  there  will  be  no  sore  spots;  I  hope 
it  will  be  fixed  up  in  such  a  way  that  the  entire  West  will  come  to 
the  support  of  Congress  in  this  leasing  system  and  leasing  proposi- 
tion, and  I  am  sure  you  will  not  find  any  complaints,  notwithstand- 
ing the  almost  fixed  convictions  that  many  western  people  have; 
among  others,  Mr.  Taylor.  Nobody  will  rejoice  more  than  he  if 
this  bill  is  passed  and  is  a  success;  he  will  try  to  make  the  people 
of  Colorado  see  it.  But  you  can  not  do  it  if  you  wipe  out  in  one  fell 
swoop  all  that  has  been  done. 

(And  thereupon,  at  4  o'clock  and  35  minutes,  the  committee  ad- 
journed until  Monday  morning,  at  10  o'clock.) 


Committee  on  the  Pubuc  Lands, 

House  of  Eepresentatives, 
Monday^  February  18,  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Edward  T.  Taylor, 
presiding. 

Mr.  Taylor.  The  committee  will  come  to  order,  please. 

Gentlemen,  we  will  hear  Mr.  Mondell  this  morning,  and  you  may 
proceed,  Mr.  Mondell. 

STATEMENT  OF  EDIT.  F.  W.  HONSELL,  A  BEPBESENTATIVE  IN 
CONOBESS  FBOU  THE  STATE  OF  WTOHINO. 

Mr.  Mondell.  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  appear  for  and  on  behalf  of  the  people  whom  I  represent,  the 
people  of  the  State  of  Wyoming,  and  the  discussion  as  it  has  pro- 
ceeded has  made  it  very  clear  to  you  how  great  our  interest  in  this 
bill  is,  so  far,  at  least,  as  oil  is  concerned.  Our  interest  is  quite  as 
great  from  the  standpoint  of  coal  and  phosphate.  We  have  enor- 
mous coal  and  phospnate  deposits  in  Wyoming,  and  eventually,  as 
the  country  settles  around  us,  we  will  have  a  great  coal  and,  we  hope, 
a  great  phosphate  development 
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and  is  willing  to  pay  the  placer  price.  The  idea  that  under  the 
privileges  of  the  placer  locator  there  is  danger  of  a  man  getting  a 
patent  to  all  creation  is  not  founded  on  any  experience  in  any  oil 
section  of  the  West. 

How  much  oil  land  has  been  patented  in  the  Salt  Creek  field? 

Mr.  Curtis.  About  a  section  and  a  half. 

Mr.  MoNDELL.  And  when  I  first  went  to  Wyoming,  old  "  Cy  "  Iby 
was  an  old-timer  in  the  oil-prospecting  business  on  Salt  Creek  and 
Poison  Creek  and  thereabouts.  The  old  man  and  others  like  him  had 
been  carrying  their  pack  of  meal  and  bacon  for  years  up  and  down 
that  county  trying  to  develop  oil;  trying  to  get  somebody  to  come 
in  and  invest  capital ;  trying  to  get  wells  down ;  putting  down  spring- 
pole  wells ;  doing  everything  possible  to  develop  oil ;  and  it  was  25 
years  after  these  men  started  before  the  first  real  commercial  pro- 
duction came.  Most  of  them  passed  to  their  heavenly  reward  before 
they  got  any  reward  in  this  world. 

Mr.  Baker.  Tell  us  what  a  spring-pole  well  is. 

Mr.  MoNDELL.  A  spring-pole  well  is  one  where  you  place  firmly 
in  the  ground  a  pole  of  some  material  that  has  more  or  less  spring 
in  it,  like  ash  or  hickory,  and  then  pull  the  small  end  of  it  down, 
attach  a  rope  and  a  drill,  and,  churning  on  the  spring  of  the  pole, 
you  sink  your  well. 

Mr.  Kaker.  Is  it  worked  by  hand  ? 

Mr.  MoNDELL.  Yes;  by  hand.  WTien  you  can  not  do  any  better, 
you  sometimes  use  a  spring  pole  for  prospecting  work.  On  the  wells 
we  drilled  we  used  diamond  drills;  we  used  star  and  standard  rigs 
that  cost  us  $10,000  to  set  up-— and  they  cost  more  than  that  now— 
and  we  hauled  them  all  140  miles. 

I  held  some  oil  interests  in  that  section  when  I  first  came  to  Con- 
gress. I  gradually  oozed  out  of  them  and  haven't  had  an  oil  claim  or 
an  oil  interest  of  any  kind  for  many  years,  but  I  have  located  oil 
claims  and  staked  and  recorded  them.  I  have  done  the  assessment 
work,  made  discoveries,  and  failed  to  make  discoveries,  and  have 
gone  through  aU  the  experiences  that  people  go  through  in  new  oil 
development. 

PASSAGE  OF  OIL  PLACER  ACT. 

Soon  after  this  work  that  I  have  spoken  of,  and  the  patenting  of 
these  claims,  the  Interior  Department  decided,  in  what  is  known  as 
the  Union  Oil  Co.  case,  that  lands  valuable  for  oil  could  not  be 
patented  under  the  placer  acts.  I  think  that  decision  was  made  dur- 
ing my  first  term  in  Congress.  We  tried  to  draft  an  act  that  we 
thought  would  fairly  fit  the  oil  situation,  but  we  could  find  no  two 
people  that  agreed  on  the  details  of  the  legislation,  so  just  before  the 
close  of  my  first  term  I  introduced  a  bill  applying  the  placer  acts  to 
lands  of  this  character.  It  became  a  law,  and  under  that  law  oil 
lands  have  been  held  and  patented  since  that  time. 

I  am  not  inclined  to  go  into  a  discussion  of  the  placer  act  as  applied 
to  oil  lands.  Though  I  am  the  author  of  the  bill,  I  have  never  felt  per- 
sonally offended  by  the  flings  that  have  been  thrown  at  the  placer  act 
as  it  relates  to  oil  lands,  and  yet  this  is  true,  that  if  the  act  remained 
on  the  statute  books  and  the  Government  kiept  its  hands  off  and  made 
no  withdrawals  we  would  have  a  thorough,  rapid,  and,  in  my  opinion, 
a  very  satisfactory  development  of  our  oil  territory,  both  from  the 
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standpoint  of  the  public  and  of  the  individual.  More  satisfactory 
from  the  standpoint  of  the  public  perhaps  than  of  the  individual, 
because  the  placer  act,  while  it  apparently  is  the  most  liberal  in  its 
practical  working,  has  the  oil  locator  on  his  tiptoes  all  the  time,  be- 
cause if  he  does  not  make  a  discovery — and  it  is  difficult  for  him  to  do 
it  in  many  cases — some  one  is  liable  to  come  in  and  try  to  make  one 
before  he  does.  An  association  can't  hold  large  acreages  for  long, 
because  they  can  not  do  the  necessary  work  and  make  the  necessary 
discoveries.  If  they  do  make  a  discovery  they  must  hustle  to  hold 
surrounding  claims,  Avith  the  result  that  no  one  has  ever  gotten  any 
gi^eat  amount  of  oil  land  under  the  placer  act,  although  the  oppor- 
tunities have  been  seemingly  unlimited.  An  association  may  begin 
with  large  acreages,  though  the  ordinary  locations  are  from  a  section 
to  two  or  three  or  four  sections.  Large  acreages  are  not  located 
with  any  idea  that  all  the  lands  so  located  contain  oil.  The  locations 
are  spread  over  a  great  deal  of  wildcat  territory  in  order  that  some 
of  them  may  be  found  to  cover  the  area  where  the  oil  has  accumu- 
lated. If  he  can  find  oil  on  a  few  tracts  in  considerable  quantities 
the  prospector  hopes  to  be  rewarded  for  his  efforts. 

Mr.  Raker.  Before  your  bill  was  enacted  into  law,  could  you  give 
the  committee  about  how  many  acres  were  actually  patented  under 
the  placer-mining  law  that  were  oil  lands? 

Mr.  MoNDELL.  I  think  there  were  a  very  few.  I  think  there  were 
not  over  8  or  10  claims,  at  the  outside. 

Mr.  Raker.  Well,  since  that  law  became  effective  and  was  made 
applicable  to  oil  lands — the  placer  law — have  you  got  an  idea  of  the 
quantity  ? 

Mr.  MoNDELL.  I  thought  some  one  might  have  looked  that  up.  It 
occurred  to  me  that  some  of  the  gentlemen  had  gone  over  that. 

Mr.  Raker.  I  don't  think  it  has  been  presented  yet. 

Mr.  MoNDELL.  It  is  a  comparatively  small  acreage.  I  have  never 
been  able  to  learn  the  exact  amount,  because  the  Land  Office  people 
tell  me  they  have  never  kept  oil  placer  claims  and  patents  separate 
and  distinct  from  other  placer  mmeral  patents,  but  my  midcrstand- 
ing  is  that  a  comparatively  small  acreage  has  been  so  patented,  only 
a  few  thousand  acres  in  the  entire  country.  Yet  there  has  been  this 
wonderful  opportunity  to  file  on  lands  all  over  the  West,  to  exploit 
and  develop,  and  yet  the  acreage  that  has  been  patented  is  very  small. 
I  am  sorry  I  can  not  give  you  the  exact  amount;  it  is  surprisingly 
small. 

Now,  our  people  have  gone  out  and  made  these  locations.  That 
has  all  been  gone  over.  You  know  how  it  is  done.  The  fellow  with 
the  pioneer  spirit — and  most  everybody  in  the  West  has  it — is  glad 
to  take  a  gambler's  chance;  rather  enjoys  going  out  and  roughing 
it;  gets  his  friends  and  neighbors  to  grub-stake  him,  or  join  with 
him ;  starts  out  over  the  hills  to  find  a  likely  location.  Some  fellow 
in  every  community  gets  a  rule-of-thumb  knowledge  of  formations 
and  structures,  and  gets  to  talking  as  learnedly,  and  I  have  thought 
sometimes  just  as  intelligently,  as  the  high-priced  gentlemen  that  we 
have  out  tnere  to  tell  us  whether  a  structure  is  likely  or  not.  The 
prospector  finally  makes  his  location,  plants  a  stake  at  the  corner  of 
each  claim,  marks  it,  digs  a  prospecting  hole,  and  files  in  the  office 
of  the  county  clerk  a  record  of  his  location,  with  his  name  and  that 
of  his  fellow  locators. 
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A  placer  claim  is  20  acres;  but  an  association  of  eight  people  may 
locate  a  combination  placer  claim  of  160  acres;  and  oil  placers  are 
generally  these  combination  claims.  A  160-acre  claim  is  held  by 
eight  people  and  is  treated  as  a  single  claim — the  matt^er  of  discovery, 
the  assessment  work,  etc.  That  is  the  way  those  lands  are  taken  and 
held. 

Mr.  Eaker.  The  difference,  now,  between  the  one  locating  the  20 
acres  and  the  eight  locating  the  160  acres,  is  that  they  can  combine 
and  dig  one  welland  that  will  apply  to  the  160  acres? 

Mr.  MoNDELL.  They  make  one  discovery,  do  one  assessment  work, 
and  make  one  proof. 

Mr.  Raker.  Where  the  individual  alone  would  have  to  dig  a  well 
on  20  acres? 

Mr.  MoNDELL.  He  would  have  to  sink  a  well  on  20  acres;  do  the 
assessment  work  on  20  acres;  spend  $500  on  20  acres;  and  make  his 

5 roof  on  20  acres,  containing  many  different  kinds  of  affidavits, 
here  are  not  quite  as  many  aindavits  in  a  placer  proof  as  there  are 
kinds  of  Heinz's  pickles,  but  almost  an  equal  number,  [Laughter.] 
Now  it  is  proposed  to  do  away  with  the  placer  act,  to  change 
the  law  under  which  we  have  been  operating,  and  under  which 
we  have  been  developing;  under  which  a  large  amount  of  money 
has  been  invested;  under  which  men  and  women  have  endured 
great  hardships,  and  to  enact  a  leasing  law.  It  will  probably  be 
done  and  we  must  accept  it,  but  I  am  sure  that  no  one  in  doing 
that  wants  to  do  an  injustice.  I  am  sure  of  that.  Why  have  a  leas- 
ing law  ?  Well,  for  many  reasons  from  the  standpoint  of  those  who 
advocate  that  sort  of  thing,  which  it  is  not  necessary  for  me  to  re- 
count. But  the  principal  "  why  "  for  a  leasing  law  now  is  the  fact 
of  the  withdrawals.  Why  the  withdrawals?  To  compel  a  leasing 
law.  There  has  been  no  other  apparent  purpose.  That  has  been 
frankly  avowed,  and  I  am  mentioning  it  only  because  it  is  necessary 
to  know  that  in  order  to  understand  the  situation.  Why  are  our  coal 
lands  withdrawn?  They  are  withdrawn  in  order  that  they  may  be 
examined  and  the  character  of  the  coal,  the  depth  and  thiclcness  of 
the  vein  determined,  and  a  price  fixed  per  acre.  That  being  done 
they  are  restoi-ed  to  entry  and  sale.  The  only  reason  for  the  coal 
withdrawal  is  for  classification  and  pricing. 

On  the  other  hand,  oil  lands  are  withdrawn  from  entry  to  prevent 
development,  and  to  prevent  development  in  order  to  compel  a 
change  of  law.  That  has  been  frankly  admitted,  privately  at  least, 
and  those  who  are  familiar  with  the  situation  know  it.  How  are 
they  made?  Are  they  made  after  careful  and  conscientious  and 
earnest  and  intelligent  original  investigation  in  new  regions  by  the 
agents  of  the  Govermnent  with  a  view  of  developing  structures  fa- 
vorable to  an  accumulation  of  oil  or  gas?  Never,  in  any  case  I  have 
heard  of.  No  lands  have  ever  been  withdrawn  save  and  except  as 
they  had  been  previously  located  to  some  extent  at  least;  investi- 
gated to  a  very  considerable  extent;  expert ed  more  or  less;  more  or 
less  work  done  upon  them;  and  noised  about  in  the  community— I 
said  an  unkindly  thing  once  about  that  on  the  floor  of  the  House,  and 
I  feel  like  apologizing  to  the  chief  and  men  of  the  biu-eau  who 
<\o  these  things,  when  I  said  that  his  men  sat  like  harpies  around 
*ihe  water  tanks  at  desert  stations  watching  some  fellow,  with  his 
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pick  and  pack  goin^  out  to  locate,  or  the  same  fellow  after  he  had 
gone  and  gotten  a  orill,  bringing  it  in  for  the  purpose  of  setting  it 
up  on  the  land.  Perhaps  I  should  not  have  called  them  harpies 
for  personally  they  are  good  fellows,  but  the  fact  remains  as  I  stated 
it,  they  withdrew  the  land  after  the  pioneer  had  found  the  field  and 
before  he  had  made  his  discoveries,  sometimes  before  he  set  up  his 
drill  rig. 

The  withdrawals  are  generally  tim?d  after  there  has  been  enough 
examination  and  development,  so  that  the  agents  of  the  department 
may  get  a  very  good  knowledge  of  the  geological  structure  without 
too  much  personal  investigation.  If  the  outlook  is  favorable  and  the 
experienced  local  experts,  who  are  always  glad  to  discuss  th  se  mat- 
ters with  their  brother  geologists,  feel  hopeful  about  it,  and  the  pros- 
pector or  driller  has  cone  in  and  is  getting  started  with  his  develop- 
ment, the  withdrawal  comes.  The  only  likely  lands  that  are  not 
withdrawn  are  either  those  where  the  development  is  not  known  to 
the  Geological  Survey,  where  they  have  not  learned  what  is  going  on, 
or  where  they  consider  the  chance  so  desperate  that  they  refuse  to 
pay  any  attention  to  it.  In  fact,  it  is  rather  discouraging  if,  as  a 
locator,  you  are  proceeding  to  drill  to  have  the  Geological  Survey 
come  and  make  an  examination  and  fail  and  withdraw  some  of  your 
land.  It  is  their  verdict;  you  will  get  no  oil.  It  is  a  mighty  good 
thing  for  one  of  those  stock-selling  companies.  It  is  a  very  good 
thing  sometimes  for  them  to  be  able  to  advertise  the  fact  that  they 
are  m  or  near  a  withdrawal.  That  shows  Uncle  Sam  has  taken 
favorable  notice  of  their  particular  section. 

Now,  withdrawals  were  made  for  the  purpose  of  compelling  a 
chang3  of  law.  I  say  that  not  in  criticism.  I  say  it  as  the  fact — 
the  unquestioned  fact.  The  change  of  Ijaw,  if  there  were  no  other 
reason  for  it  on  earth,  if  there  were  no  argument  for  it  on  earth, 
must  come  because  of  the  withdrawals.  They  have  taken  in  so  much 
promising  oil  territory  that  something  must  be  done  to  g  it  rid  of  the 
withdrawals.  If  the  authorities  felt  it  were  necessary  to  make  further 
withdrawals  to  force  a  change  of  law,  I  presume  they  would  be  made. 

RELIEF  NECESSABY. 

Now,  this  being  the  condition,  what  relief  is  needed?  I  think  it 
was  said  here  yesterday,  or  the  day  before,  by  some  one,  that  we  were 
seeking  relief  in  order  that  we  might  accomplish  something  that, 
without  change  of  law,  could  not  be  accomplished.  Not  at  all.  Not 
at  all  in  the  majority  of  cases.  Make  no  more  withdrawals,  and 
Mrs.  Hamsberger,  who  sits  here,  will  not  ask  you  for  aLy  legislation 
or  any  relief.  She  will  go  on  and  develop  her  lands.  Mr.  Stone 
here,  and  scores  and  hundreds  of  people  in  our  State,  where  there  are 
no  withdrawals,  are  not  asking  anything  in  the  way  of  relief  if  there 
is  no  change  of  law.  Of  course,  they  will  not  find  paj^ing  oil  on  all 
of  their  lands.  They  do  not  expect  to.  But  they  are  tijing  to  cover 
territory  enough  so  that  somewhere  within  their  lands  they  will  get 
a  goodly  quantity  of  oil.  Such  people  need  relief  not  because  they 
are  not  lawfully  on  the  lands,  not  because  they  can  not  under  the 
law  secure  a  patent  eventuall}' — at  least  where  they  do  find  the  oil 
in  such  quantities  that  even  an  unwilling  or  hesitatinj;  department 
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can  not  witlihold  a  patent.  If  there  was  to  be  no  change  of  law. 
most  of  our  people  wouldn't  be  asking  any  relief.  If  there  had  been 
no  withdrawals  lately  in  the  vicinity  of  Bock  Springs  and  on  the 
Lost  Soldier,  in  the  Powder  River  and  Eawlins  Fields  and  up  here 
north,  and  there  was  to  be  no  change  of  law,  those  pople  would  not 
be  asking  relief  because  they  would  go  on  and  do  their  developuiOTii 
work ;  they  would  find  oil  where  they  could  and  get  their  patents  as 
they  found  it. 

If  it  had  not  been  for  these  withdrawals,  these  people  would,  none 
of  them,  have  been  before  Congress  for  relief.  They  received  some 
relief  in  the  withdrawal  act.  Now  comes  proposed"  legislation  op- 
erating on  the  unwithdrawn,  as  well  as  the  withdrawn  lands  as  an 
intervening  adverse  claim.  And  that  is  why  we  need  relief.  Yon 
may  say,  "  If  there  can  be  an  intervening  adverse  right  asserted  in 
these  cases,  there  might  have  been  such  an  intervening  adverse  right 
without  action  of  the  Government,  that  is  true."  Some  other  equally 
optimistic  and  more  active  or  better  endowed  citizen  might  come  in 
and  find  oil  on  some  of  these  claims  before  the  original  locator,  but 
that  sort  of  thing  has  been  rare  in  our  country ;  has  very  seldom  hap- 
pened where  the  locator  was  going  on  in  good  faith  and  makincr 
progress.  Our  people  have  been  willing  to  take  that  chance.  That 
is  what  has  spurred  th  locator,  compelled  him  to  act,  because  if  he 
did  not,  some  one  else  mi^ht  come  in  and  assert  a  right  which  became 
superior  if  he  made  the  first  discovery. 

Now  if  these  were  gold-bearing  lands;  if  they  were  copper  lands: 
if  they  were  iron  lands ;  if  they  were  anything  but  oil  lands,  as  to 
nine-tenths  of  them,  no  one  would  be  asking  for  legislative  relief 
even  in  the  face  of  this  bill.  Why?  Because  in  the  case  of  the 
metalliferous  minerals,  the- Interior  Department  and  the  courts  hare 
held  that  any  discovery  of  mineral  under  circumstances  and  condi- 
tions, holding  out  a  reasonable  hope  of  the  existance  of  mineral  in 
f)aying  quantities  and  warranting  an  ordinarily  prudent  man  in  in- 
vesting his  money  in  the  hope  of  finding  and  developing  it,  consti- 
tutes a  discovery  within  the  meaning  of  the  law^  and  establishes  a 
right  in  the  locator  which  the  courts  and  the  Congress  are  bound  to 
respect.    That  ought  to  be  the  rule  in  oil  placers. 

Mr.  Saker.  Would  you  allow  just  one  question? 

Mr.  MoNDELL.  I  just  want  to  say  one  more  word  before  that. 
Judge,  because  I  want  to  refer  to  a  matter  that  the  gentleman  from 
Colorado  is  much  interested  in.  You  take  this  matter  of  oil  shales— 
now,  just  imagine  that  those  oil  shale  banks  contained  copper.  You 
can  color  a  mountain  with  a  copper  penny,  and  a  man  who  has  found 
the  trace  or  color  of  copper  in  a  rock  has  a  discovery  and  a  claim  that 
nobody  can  take  away  from  him.  Now,  you  can  take  that  old  shale, 
place  it  into  a  retort  and  extract  the  oil  from  it,  and  yet  I  think  there 
are  people  who  will  say  that  dosen't  constitute  a  discovery. 

Now,  Judge,  I  will  6e  glad  to  have  your  question. 

Mr.  Raker.  There  is  quite  an  important  question  that  has  not  been 
developed  yet,  but  I  will  withhold  it  for  the  present. 

NO  ADEQUATE  JUDICAL  RELIEF. 

Mr.  MoXDELL,  Now,  there  is  another  reason  why  relief  is  needed: 
There  is  no  adequate  judicial  relief.  The  courts  will  not — they  never 
have  mandamused  the  Secretary  of  the  Interior  to  decide  anything. 
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He  may  linger  and  hesitate  and  hold  back  indefinitely.  The  only 
writs  of  mandamus  that  have  ever  been  issued  that  I  have  heard  of 
were  to  compel  the  performance  of  a  purely  ministerial  act.  A 
patent  having  been  issued,  if  laid  in  the  files  and  arbitrarily  held  up 
or  overlooked  or  forgotten,  the  Secretary  of  the  Interior  may  be  com- 
pelled to  hand  it  out.  But  as  to  compelling  him  to  act,  either  ono 
wav  or  the  other,  if  there  is  a  case  in  which  that  has  been  done,  I 
don't  know  of  it,  and  I  have  tried  to  keep  track  of  that  sort  of  thing. 

Furthermore,  if  the  Secretary  of  the  Interior  does  act — ^and  the 
question  is  one  solely  between  the  Government  and  the  locator  or 
claimant — ^there  is  no  court  that  will  review  his  act.  You  can  not 
bring  any  one  of  these  cases  into  court  unless  you  create  a  situation 
under  which  there  is  a  third  party  asserting  a  claim.  It  is  true  that 
if  these  lands  that  are  being  held  and  claimed  were  leased  you  would 
not  have  production  but  litigation,  because  you  would  then  create  a 
situation  in  which  I  think  the  locator  or  claimant  could  get  into  the 
courts  by  asserting  that  the  Secretary  of  the  Interior  had  assumed 
to  give  another  land  that  belonged  to  him  or  to  which  he  had  a  good 
and  lawful  claim. 

I  know  something  about  this  matter  of  appeals,  for  I  have  been 
trying  for  10  years  to  get  a  bill  through  the  House  that  will  allow 
an  appeal  from  the  final  decisions  of  the  Secretary  of  the  Interior  in 
land  cases,  and  I  have  not  found  a  Secretary  of  the  Interior  that 
entirely  favored  it.  Apparently  they  do  not  want  such  an  appeaL 
That  is  the  only  reason  why  such  a  bill  is  not  the  law.  I  have  intro- 
duced the  bill  in  two  forms,  one  to  take  these  cases  to  the  courts 
here,  one  to  the  courts  at  home  on  questions  of  law  and  fact,  or  on 
law  alone.  The  present  Secretary  of  the  Interior  is  said  to  be  op- 
posed to  it  in  any  form,  and  I  have  not  troubled  this  committee  for 
that  reason.  A  former  Secretarv  did  send  a  semifavorable  report  to 
a  modified  bill,  but  it  failed  in  the  closing  days  of  Congress. 

Some  relief  is  necessary,  first,  because  it  is  proposed  to  set  up  by 
statute  an  intervening  adverse  right.  Second,  because  there  is  no 
relief  in  the  courts.  Now,  what  should  the  character  and  measure 
of  the  relief  be  ? 

Having  filed  on  a  very  considerable  acreage  of  oil  lands  at  one  time 
many  years  ago  myself,  having  seen  other  people  who  did,  having 
watched  this  development  for  30  years,  I  have  no  fear — and  I  say  it 
not  as  representing  people  who  want  to  get  quantities  of  land,  but 
conscientiously  in  the  view  of  the  general  public  interests — of  the 
effect  of  granting  people  the  opportunity  to  develop  a  considerable 
acreage  which  they  have  already  located.  The  fears  that  have  been 
expressed  with  regard  to  extensive  locations  are  groundless,  because, 
first,  nowhere  in  that  country  will  any  location  of  considerable  area 
be  found  to  contain  oil  as  to  all  or  the  major  portion  of  the  area 
located.  My  own  opinion  is  that  if  you  gave  every  bona  fide  locator 
row  on  the  public  domain  in  good  faith  the  right  to  proceed  to  pat- 
ent there  would  not  be  1  out  of  10 — and  I  think  I  might  say  not 
1  out  of  20 — of  the  claims  patented. 

Granting  the  right  to  proceed  in  the  effort  to  secure  patent  does 
not  find  oil,  does  not  develop  structures,  does  not  create  conditions 
favorable  to  the  accumulation  of  oil,  does  not  do  anything  but  give 
the  opportunity  to  find  here  and  there  the  comparatively  small  areas 
where  oil  may  be  found  in  paying  quantities. 
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You  gentlemen  will  have  to  decide.  But  let  us  remember  that 
there  are  a  large  number  of  these  locators  that  are  not  on  with- 
drawals. Their  lands  have  never  been  withdrawn.  The  Govern- 
ment is  not  at  this  time  asserting  any  right  or  daim,  adverse  or 
otherwise.  They  are  on  lands  that  people  believe  are  favorable  to 
the  development  of  oil,  and  they  are  there  in  good  faith.  They  cer- 
tainly have  no  cloud  over  their  claim,  or  right  of  any  sort.  And  that 
is  equally  true  with  all  of  these  folks  who,  having  gone  on  the  pub- 
lic lands  in  the  same  way,  having  gotten  along  in  their  development 
all  the  way  from  first  staking  and  the  first  prospect  hole  clear  up 
to  the  drilling  of  a  well,  have  wakened  up  some  fine  morning  to  fina 
that  Uncle  Sam  had  drawn  a  blanket  of  withdrawal  across  their 
claims. 

There  are  a  few  cases  where  parties  did  go  on  oil  lands  in  violation 
of  withdrawals.  They  are  comparatively  few;  and  in  the  majority 
of  such  cases  one  who  knows  all  the  facts  surrounding  them  can 
scarcely  say  those  people  were  not  justified  in  what  they  did,  or  that 
the  ordinary  prudent,  law-abiding  man  would  not  have  done  the 
same  under  the  circumstances. 

The  withdrawal  act  itself  gave  a  certain  measure  of  relief;  and 
unless  you  place  provisions  in  this  bill  other  than  are  contained  in 
what  is  known  as  the  Attorney  General's  amendment,  as  I  under- 
stand it,  you  do  not  even  give  the  relief  that  the  withdrawal  act 
gives,'  for  the  withdrawal  act,  when  it  asserts  the  adverse  right  of 
the  Government  by  withdrawal,  reserves  the  right  of  him  who  is  in 
possession  and  in  diligent  prosecution  of  work,  looking  to  discovery  of 
oil  or  gas.  That  is  not  broad  enough,  it  is  true;  but  even  that  pro- 
vision IS  lacking  in  this  bill,  unless  it  is  inserted  as  an  amendment. 

How  are  you  to  grant  the  necessary  protection  and  relief?  Shall 
it  be  in  the  form  of  an  opportunity  to  secure  a  patent  or  in  the  form 
of  a  lease  ?  From  some  viewpoints  it  might  be  held  that  the  com- 
mittee was  justified  in  granting  quite  liberal  relief,  in  the  form  of 
a  lease,  in  certain  classes  of  cases  in  which  it  might  not  be  war- 
ranted in  affording  relief  in  the  way  of  a  patent.  There  may  be 
something  in  that  view  of  it. 

And  yet  where  the  locator  has  made  his  validation,  as  he  calls  it^ 
to  an  extent  that  constitutes  what  most  people  in  our  section  hold 
to  be  a  discovery,  there  ought  to  be  no  question  whatever  about  giv- 
ing that  locator  the  right  to  proceed  to  patent.  We  ought  to  be  lib- 
eral about  it.  There  is  this  difficulty  about  giving  no  relief  other 
than  a  lease.  In  quite  a  good  many  cases,  on  both  unwithdrawn 
lands  and  withdrawn  lands  the  original  locator  has  entered  into 
lease  or  contract  with  some  one  to  drill.  In  the  majority  of  cases 
those  leases  have  been  made  on  one-eighth  royalty.  If  you  now 
give  the  locators  only  such  relief  as  is  to  be  secured  through  a  lease 
at  not  less  than  one-eighth  royalty,  either  the  locator  or  his  lessee 
may  suffer  great  loss.  The  question  as  to  the  validity  of  the  con- 
tract— the  lease  entered  into — would  arise.  In  all  such  cases  some- 
thing more  than  a  lease  is  required  if  the  original  locator  and  his 
lessee  is  to  be  rewarded  at  all  for  his  expenditure  of  time  and  money 
and  effort. 

There  has  been  some  talk  about  the  good  faith  of  these  people. 
I  do  not  know  of  anybody  who  has  located  oil  lands  who  has  not  done 
so  in  good  faith.    The  people  that  I  have  Imown  and  had  to  do  with, 
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worked  and  studied  over  the  matter  a  great  deal.  It  is  a  plan  which 
can  not  be  amended ;  it  can't  be  used. 

Now,«as  to  the  measure  of  relief,  that  is  a  matter  of  opinion  of  the 
two  committees;  but  I  do  hope  when  this  committee  comes  to  act, 
whether  they  grant  the  same  measure  of  relief,  or  whether  they 
grant  4,800  acres,  or  160  acres,  or  whether  they  give  a  patent  to  160 
acres  or  to  640  acres,  I  hope  and  believe  the  committee  will  hold 
steadfast  to  the  plan  that  has  been  worked  out  so  industriously  and 
faithfully  by  those  who  have  given  earnest  consideration  to  this 
measure  for  many  years.  I  know,  so  far  as  I  am  concerned,  and  the 
chairman  of  the  committee  and  Mr.  Lenroot,  I  know  the  public-land 
question  is  one  that  has  occupied  almost  their  entire  attention,  and 
I  will  undertake  to  say  that  no  one  bill  has  occupied  so  much  atten- 
tion as  has  this  bill  you  have  before  you.  I  hope  the  decks  will  be 
cleared  when  this  bill  is  reported;  I  ht)pe  the  best  for  this  leasing 
system;  I  hope  for  the  best  results,  and  that  all  the  difficulties  that 
have  arisen  under  the  placer  mining  act  will  be  wiped  away,  and  will 
be  wiped  away  in  such  a  way  that  there  will  be  no  sore  spots ;  I  hope 
it  will  be  fixed  up  in  such  a  way  that  the  entire  West  will  come  to 
the  support  of  Congress  in  this  leasing  system  and  leasing  proposi- 
tion, and  I  am  sure  you  will  not  find  any  complaints,  notwithstand- 
ing the  almost  fixed  convictions  that  many  western  people  have; 
among  others,  Mr.  Taylor.  Nobody  will  rejoice  more  than  he  if 
this  bill  is  passed  and  is  a  success;  he  will  try  to  make  the  people 
of  Colorado  see  it.  But  you  can  not  do  it  if  you  wipe  out  in  one  fell 
swoop  all  that  has  been  done. 

(And  thereupon,  at  4  o'clock  and  35  minutes,  the  committee  ad- 
journed until  Monday  morning,  at  10  o'clock.) 


COMMmEE  ON  THE  PuBUC  LaNDS, 

House  of  Representatives, 
Monday^  Fehmary  18^  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Edward  T.  Taylor, 
presiding. 

Mr.  Taylor.  The  committee  will  come  to  order,  please. 

Gentlemen,  we  will  hear  Mr.  Mondell  this  morning,  and  you  may 
proceed,  Mr.  Mondell. 

STATEMEHT  OF  HOST.  F.  W.  MONDELL,  A  BEPEESENTATIYE  IH 
CONOBESS  FEOH  THE  STATE  OF  WTOHINO. 

Mr.  Mondell.  Mr.  Chairman  and  gentlemen  of  the  committee, 
I  appear  for  and  on  behalf  of  the  people  whom  I  represent,  the 
people  of  the  State  of  Wyoming,  and  the  discussion  as  it  has  pro- 
ceeded has  made  it  very  clear  to  you  how  great  our  interest  in  this 
bill  is,  so  far,  at  least,  as  oil  is  concerned.  Our  interest  is  quite  as 
great  from  the  standpoint  of  coal  and  phosphate.  We  have  enor- 
mous coal  and  phosphate  deposits  in  Wyommg,  and  eventually,  as 
the  country  settles  around  us,  we  will  have  a  great  coal  and,  we  hope, 
a  great  phosphate  development 
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tinued  and  may  have  expended  $100,000  and  has  not  been  able  to  get 
down  to  oil,  would  have  no  relief. 

The  Attorney  General  could  not  have  had  any  of  those  cases  in 
mind;  he  could  have  only  had  in  mind  that  very  limited  class  of 
cases  where,  under  certain  circumstances  and  conditions  set  forth. 
there  had  been  a  well  drilled  to  oil.  And  then  the  relief  is  of  a 
character  that  I  hope  no  one  will  want  to  defend  after  they  have 
more  carefully  considered  it. 

The  Government  endeavoring  to  increase  production  certainly  does 
not  want  to  cut  up  an  oil  field  in  the  little  segments  and  circles,  a 
few  hundred  feet  in  diameter,  scattered  here  and  there  about  over 
the  public  domain.  That  is  what  is  proposed.  I  can  think  of  nothing; 
more  wicked  or  wasteful  than  that  would  be.  It  would  be  as  much 
against  the  public  as  it  would  be  unfair  to  private  interests.  We 
never  have  disposed  of  our  public  lands  heretofore  in  any  way  ex- 
cept by  legal  subdivisions,  and  they  should  only  be  handled  in  legal 
subdivisions  now.  The  proposition  of  giving  a  man  the  oppor- 
tunity to  lease  one  well — ^who  is  going  to  determine  the  territory  it 
will  drain,  and  when  is  it  to  be  drained  ?  Are  all  surrounding  lands 
to  be  held  undrilled  until  this  is  determined,  and  what  is  going  to 
happen  in  the  courts  in  the  meantime  ?  What  about  the  man  who  was 
a  co-owner  in  a  claim  where  there  had  been  a  separation  of  the  in- 
terests and  one  owner  has  produced  oil  and  the  other  has  not,  though 
he  may  have  spent  more  money ;  and  what  are  you  going  to  do  with 
him?  I  think  that  after  careful  consideration  it  will  appear  to 
everybody  that  such  so-called  relief  is  impracticable,  grossly  unjust 
and  not  in  the  public  interest.  Why  is  a  leasing  law  proposed  ?  Be- 
cause men  believe  that  we  will  have  better  protection  of  the  public 
domain  and  better  development  of  its  products.  They  believe  that 
they  can  prevent  wasteful  drilling,  such  as  we  have  in  Wyominir 
in  the  Big  Muddy  field.  They  believe  that  general  control  if  it  is 
wise  will  be  f ai/  to  the  individual  and  helpful  to  the  community 
but  it  will  not  be  either  if  proposals  as  I  have  just  refered  to  are 
enacted  into  law.  And  we  hope  also  that  we  will  get  some  benefits 
out  of  this  leasing  in  the  way  of  moneys  to  build  our  roads  and 
maintain  our  schools.  And  that  leads  me  to  a  matter  I  want  to 
discuss  in  just  a  minute. 

Gentlemen  who  are  here  from  Wyoming  will  present  concrete 
amendments  covering  these  propositions  of  relief.  I  want  to  say  in 
ragard  to  them  that  what  I  understand  they  propose  to  offer  is  in 
my  opinion  very  moderate.  They  are  reasonable.  If  I  were  drawing 
them  I  would — ^believing  I  was  doing  it  in  the  public  interest — draw 
those  amendments  more  liberally.  If  they  have  erred  at  all,  it  is 
on  the  side  of  conservatism  in  order  to  present  something  to  your 
committee  so  clearly  within  the  limits  of  justice  and  equity  and  ?o 
evidently  purposed  to  created  a  condition  under  which  the  puMii 
interests  will  be  served  without  undue  hardship  on  the  individual- 
that  there  should  be  no  doubt  of  their  acceptance. 

GENERAL  PROVISIONS. 

Now,  Mr.  Chairman,  so  much  for  the  relief  measures.  May  I  talk 
to  you  just  a  little  time  in  regard  to  some  of  the  general  measures  in 
the  bill? 
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Mr.  Taylor.  You  do  not  care  to  go  into  these  proposed  amend- 
ments? 

Mr.  MoNDELL.  Well,  I  don't  think  I  will  have  time  to  take  them 
up  one  by  one.  Furthermore,  the  Wyoming  gentlemen  have  not,  I 
understand,  fully  agreed  as  yet  on  the  exact  form  of  the  amendment. 

I  wish  you  would  change  that  first  coal  section  and  cut  out  that 
blocking-out  provision.  I  prospected  for  coal  a  number  of  years. 
I  know  how  much  it  costs  to  get  out  and  find  the  proper  location  for 
a  coal  mine,  and  I  know  no  one  can  well  do  it  for  you.  Instead  of 
providing  this  method,  whereby  the  Geological  Survey  must  go  over 
the  millions  of  acres  of  coal  lands  and  survey  and  separate  them  into 
blocks  and  then  lease  a  block  here  and  there,  provide  that  coal  lands 
may  be  leased  in  certain  areas;  have  a  prospecting  permit  which 
shall  ripen  into  a  lease  after  prospecting  and  development  by  the 
party  having  the  prospecting  permit.  That  will  make  a  much  better 
coal  provision. 

I  want  to  talk  a  little  about  competitive  bidding  for  leases.  In  my 
mind  it  is  wrong  in  all  of  these  bills.  I  do  not  know  whether  the 
committee  will  be  disposed  to  depart  from  it,  but  I  do  not  think  it  is 
a  good  practice  in  a  leasing  bill  either  as  to  coal  or  oil.  It  gives  all 
the  advantage  to  the  big  fellow,  individual  or  corporation.  Leave  it 
in  your  bill  and  you  have  served  notice  on  the  man  of  limited  means 
you  don't  expect  him  to  mine  coal  or  develop  oil.  Leave  it  in  your 
bill  and  you  not  onTy  invite,  you  encourage,  monopoly. 

You  have  a  provision  in  your  coal  sections  which  authorizes  the 
Secretary  under  certain  conditions  to  allow  mines  to  lie  idle  on  the 
payment  of  an  annual  rental.  That  is  a  very  dangerous  proposi- 
tion, and  entirely  unnecessary.  If  the  provision  relative  to  running 
the  mine  provides  that  the  mine  must  be  run  as  steadily  and  to  as 
great  a  capacity  as  the  market  conditions  will  warrant,  you  have 
covered  the  whole  thing.  Lacking  a  provision  that  the  output  must 
be  such  as  the  market  will  warrant,  the  other  provision  for  shutting 
down  perhaps  seems  logical,  but  it  is  a  very  dangerous  provision  and 
entirely  unnecessary. 

Mr.  Taylor.  Are  you  talldng  now  about  the  House  bill  or  the 
Senate  coal  provision  ? 

Mr.  MoNDEix.  I  am  talking  about  the  House  bill.  The  Senate  bill 
is  very  different,  because  the  Senate  bill  allows  the  purchase  of  a 
very  large  acreage  of  coal  land.  There  is,  however,  a  paragraph  in 
the  Senate  bill  somewhat  along  the  lines  I  have  suggested. 

Now,  on  the  question  of  how  many  coal  leases  should  be  granted, 
I  have  offered  amendments  on  that  subject  when  coal-leasing  bills 
were  before  the  House.  My  own  belief  is  that  whatever  you  do  now, 
eventually  Congress  will  provide — and  can  not  well  do  otherwise — 
that  the  same  individual  or  corporation  may  hold  coal  leases  in  any 
number  so  long  as  no  two  of  them  are  in  the  same  field.  There  is  no 
reason  why  a  man  should  not  have  a  coal  mine  in  Wyoming  and  one 
in  California,  or  one  in  Montana  and  one  in  Colorado,  or  one  in 
the  Sheridan  field  in  Wyoming  and  one  in  the  Kemmerer  field  in 
Wyoming.  They  are  entirely  noncompetitive.  At  least  three  coal 
leases  could  be  granted  in  my  State  without  in  any  direct  way  com- 
peting one  with  the  other. 

Now,  when  you  come  to  the  question  of  the  number  of  oil  leases 
one  should  be  allowed — ^the  Wyoming  people  have,  I  believe,  sug- 
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gestcd  not  to  exceed  four.  I  supi>ose  I  shall  sliock  some  folks  in 
saying  there  should  not  be  any  limitation  as  to  the  number  of 
leases  one  may  take.  You  gentlemen  all  supported  a  water-power  bill 
in  the  last  Congress,  with  the  water-power  octopus  staring  us  squarely 
in  the  face,  in  the  opinion  of  some  people,  and  likely,  it  was  said,  to 
get  hold  of  that  tremendously  valuable  asset  of  the  country,  and, 
under  that  bill,  the  Secretary  of  the  Interior  could  lease  every  drop 
of  undeveloped  water  capable  of  turning  a  wheel  in  the  United  States 
to  one  man.  There  was  no  limit  to  the  number  of  water  powers  that 
miglit  be  leased  by  a  single  individual  or  corporation.  I  am  not  ques- 
tioning that  now.  I  am  not  criticizing  it,  but  I  had  some  doubt  about 
it.  As  a  good  conservationist,  it  startled  me.  But  when  I  find  that 
in  this  bill  it  is  proposed  to  limit  an  individual  or  corporation  to 
one  lease  I  fail  to  see  consistency  in  the  committee's  attitude.  There 
are  people  that  make  a  business — a  profession — of  developing  wild- 
cat oil  fields.  They  take  chances,  with  the  gaTnbling  spirit  largely 
developed.  They  go  from  one  field  to  another,  testing  out  here  and 
trying  out  tlierie.  If  you  are  to  attempt  to  put  those  people  all  out 
of  business  in  a  legitimate  wav,  let  me  tell  you  what  you  will  de- 
velop out  of  that  condition.  You  talk  about  the  dummy  entryman; 
you  will  develop  a  condition  of  dummy  entrymen  that  will,  by  com- 
parison, put  into  the  pale  shadows  of  forgetfulness  all  the  dummy 
entries  you  ever  heard  about.  If  you  were  one  of  these  oil  operators, 
and  wanted  to  so  on  with  your  business,  but  couM  get  only  one  lease 
or  an  interest  in  one  lease,  what  would  you  do  ? 

You  would  go  out  and  get  people  to  make  applications.  You 
would  get  people  to  apply  for  a  prospecting  permit;  apply  for  a 
lease,  and  then  you  would  do  business  under  it.  That  would  be  legal. 
It  would  not  be  wise  to  encourage  it.  Now,  the  Wyoming  people 
suggest  four  in  a  State,  I  believe,  not  to  exceed  four  leases  in  a  State. 
Certainly  there  could  not  be  objection  from  the  standpoint  of  public 
interest  if  the  same  people  had,  for  illustration,  one  leases  in  the 
northern  part  of  the  State,  one  in  the  eastern,  one  in  the  western,  and 
one  in  the  central  or  southern.  As  a  matter  of  fact  there  would  be  no 
harm  to  the  public  interest  if  the  same  people  had  them  scattered 
all  over,  providing  you  limited  your  aggregate  acreage. 

ASSOCIATIONS   OF   EIGHT   PEOPLE. 

Practically  all  of  these  locations  in  Wyoming  are  made  by  eight 
people.  There  are  few  individual  locations  ancf,  so,  when  you  limit 
in  acreage,  you  do  not  limit  an  individual;  you  limit  eight  people. 
Under  your  leasing  provision  you  give  an  individual  a  maximiun 
of  2,560  acres,  but  it  is  suggested  that  in  granting  patenting  or  leas- 
ing relief  you  limit  these  people  who  have  filed  in  an  association  of 
eight  to  the  same  number  of  acres.  As  a  matter  of  fact,  that  woiiW 
be  giving  them  one-eighth,  each  one  of  them,  of  the  amount  the  bill 
would  give  an  individual  under  its  lease  provisions.  It  seems  to  me 
that  ought  to  be  carefully  worked  out  in  any  provision  of  limitation, 
because  the  fact  that  people  have  associated  themselves  in  tliese 
organizations  ought  not  to  deprive  them  of  rights  that  they  would 
have  as  individuals.  If  you  said  to  the  locators  in  all  these  fields 
that  are  outside  of  withdrawals  or  have  been  brought  within  with- 
drawals, "  You  may  take  to  patent  or  lease  an  interest  or  an  acreage 
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not  more  than  2,560  acres  to  the  individual,"  you  would  do  no  more 
for  those  people,  at  least  for  the  lessees,  than  you  propose  to  do  for 
anyone  of  them  if  they  came  forward  as  an  original  lessee  under 
the  biU. 

A  LEASE,   NOT  A   I»ATENT. 

There  is  a  provision  in  the  bill,  Mr.  Chairman,  I  feel  very  earnestly 
about,  and  1  have  discussed  it  before  this  committee  and  on  the 
floor  of  the  House  twice  at  length.  I  have  never  believed  it  was 
wise  under  a  leasing  bill  to  have  a  prospecting  permit  ripen  into 
patent.  I  do  not  think  it  is  good  legislation.  1  am  quite  sure  that 
the  people  expecting  to  work  under  this  legislation  do  not  generally 
ask  for  it  or  believe  it  necessary.  It  seems  to  have  been  in  the  minds 
of  some  gentlemen  that  such  a  provision  would  be  necessary  in  order 
to  make  a  leasing  bill  palatable,  but  the  folks  in  my  State  have  taken 
an  entirely  different  view  of  it.  If  they  can  have  a  goodly  acreage 
under  lease,  they  prefer  it  to  a  small  acreage  under  patent. 

Mr,  Taylor.  Do  you  make  any  distinction  between  coal  and  oil? 

Mr.  MoKDELL.  The  bill  retains  the  present  coal-land  laws  on  the 
statute  books.  That  is  perfectly  safe.  Any  coal  land  that  is  worth 
while  is  valued  at  more  than  what  anybody  wants  to  pay  for  it.  That 
provision  in  your  coal  bill  is  all  right,  so  far  as  it  goes,  because  it 
gives  the  man  who  has  an  operating  mine  an  opportunity  to  gi»t  nO 
acres  or  160  acres  to  round  out  his  holdings.  In  the  course  of  his 
operations  his  entries  may  approach  a  piece  of  public  land,  and 
perhaps  he  would  rather  buy  even  at  that  high  price  than  to  lease, 
Decause  his  is  not  a  leasing  operation.  Tliat  is  in  the  main  what  the 
purchase  provision  in  the  coal  portion  of  the  bill  will  be  utilized  for. 
In  case  one  wanted  to  start  a  new  mine  on  coal  land  classified  at  a 
low  price,  he  could  utilize  those  provisions  for  that  purpose  as  well  as 
for  rounding  out  his  holdings.  The  man  who  goes  into  the  really 
good  coal  regions  of  the  country  is  not  likely  to  purchase  at  the 
present  high  classified  prices  enough  land  for  a  large  operation.  He 
couldn't  afford  to  do  it. 

No  prospecting  permit  for  coal  is  provided  in  the  bill  before  us. 
I  think  you  ought  nave  such  a  provision.  I  think  you  ought  to  have 
a  prospecting  permit  and  let  the  prospector  find  his  coal  and  block 
out  his  lease,  rather  than  this  provision  under  which  you  are  propos- 
ing to  have  the  Director  of  the  Geological  Survey  go  out  and  do  the 
prospecting  and  divide  the  coal  land  into  leasing  blocks  as  he  has  in 
Alaska.  We  are  reminded  that  with  all  the  expenditures  of  effort 
in  trying  to  get  a  coal-leasing  bill  through  for  Alaska  three  years 
ngo,  there  hasn't  been  a  successful  lease  made  yet.  Of  course,  the 
conditions  are  difficult,  but  it  proves  how  difficult  it  is  to  get  a  good 
law,  even  with  our  best  efforts,  that  will  work  well  in  these  cases. 

The  Wyoming  people  will,  I  understand,  recommend  that  instead 
of  the  oil-prospecting  permit  provided  for  in  the  bill  ripening  into  a 
patent,  that  it  ripen  into  a  lease. 

The  Chaih^an.  Are  they  all  agreed  about  that  9 

Mr.  MoNDELL.  I  understand  so.^  And  I  hope  after  you  have 
thought  that  over,  the  committe  will  be  unanimous  on  that.  Cer- 
tninly,  if  the  oil  people  do  not  insist  on  patents,  no  one  else  ought  to : 
under  such  a  provision  there  would  be  uniformity  of  condition  ana 
control. 
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The  Chairman.  Of  course,  you  understand  that  even  with  a  patent 
th'  y  are  still  qualified  to  lease. 

Mr.  MoNDELL.  Yes;  I  understand  that.  But  they  do  not  want  to 
bid  against  all  the  world  to  get  it.  When  they  get  a  pi'ospecting  per- 
mit in  wildcat  country,  they  want  it  to  ripen  into  a  lease,  either  at  a 
royalty  you  fix  in  the  bill  or  to  be  fixed  by  the  Secretary  of  the  In- 
terior in  advance.  The  do  not  want  to  have  to  go  up  against  the 
fellow  that  will  set  the  persimmon  because  he  has  the  longest  pole— 
the  fellow  who  bids  the  biggest  bonus  because  he  has  got  the  most 
ready  money.    Give  the  little  fellow  a  chance. 

FUNDS  FOR  THE  STATES. 

Now,  in  conclusion  I  want  to  tallc  to  you  about  the  provision  of 
your  bill  which  relates  to  the  disposition  of  the  rents  and  royalties, 
the  fund  growing  out  of  the  operation  of  the  act.  I  have  tried  to 
become  reconciled  to  leasing,  because  I  believed  it  to  be  inevitable, 
not  because  I  was  specially  enamored  of  it.  I  believed,  however, 
there  were  some  benefits  that  might  be  secured  under  the  right  kind 
of  a  leasing  law.  Whether  we  like  it  or  not,  we  will  have  to  adopt 
a  leasing  system,  because,  in  my  opinion,  the  withdrawals  will  never 
be  wiped  out  or  rescinded  except  as  a  leasing  bill  comes  to  take  their 
place.  We  have  never  received  quite  as  much  for  public  purposes  as 
we  ought  to  out  of  the  depletion  of  our  mineral  resources.  We  have 
built  up  splendid  cities,  have  made  some  millionaires,  but  haven't 
gotten  as  much  for  the  benefit  of  the  country  generally  as  we  should 
out  of  the  development  of  our  mineral  resources.  A  leasing  bill 
affords  the  State  and  community  an  opportunity  to  benefit  to  a  larger 
extent  by  the  development,  providing  the  community  gets  the  rents 
and  royalties. 

Now,  you  propose  in  your  bill  that  the  royalty  and  rents  shall 
go  into  the  reclamation  fund.  No  one,  therefore,  is  interested  in  this 
question  directly  except  the  people  of  the  17  States  to  which  the 
reclamation  law  applies.  The  eastern  folks  therefore  have  no  direct 
interest  iii  it.  We  are  aiixious  to  build  u  pthe  reclamation  fund,  but 
we  do  not  want  all  of  the  royalties  of  Wyoming,  for  instance,  to  go 
to  either  Oregon  or  Texas,  even  for  so  good  a  purpose  as  reclamation. 
It  would  not  help  the  folks  in  the  central  part  of  the  State  very  much 
if  the  royalties  irom  all  that  territory  went  to  the  North  Platte  irri- 
gation project  or  the  Shoslione  project  in  our  own  State. 

There  is  only  one  class  of  lands  in  this  country  now  permanently 
withdrawn,  and  from  those  lands  we  receive  45  per  cent  of  the 
returns.  Those  are  the  national  forest  lands.  In  the  first  place,  we 
get  25  per  cent  of  all  forest  rec?ipts.  which  goes  to  the  counties  for 
schools  and  roads.  We  get  the  benefit  of  10  per  cent  of  the  receipts 
for  the  building  of  roads  under  the  direction  of  the  Secretary  of 
Agriculture  on  and  near  the  reserve  to  connect  with  the  local  roads. 
We  get  the  benefit  of  10  per  c^nt  more  of  the  receipts  for  the  building 
of  roads  in  cooperation  with'  the  localities  under  section  8  of  the 
recent  good-roads  act.  An  appropriation  of  $1,000,000  a  year  is  made 
for  this  purpose,  which  is  reimbiirsed  out  of  a  new  10  per  cent  fund. 
So  that  45  per  cent  of  these  receipts  now  go  to  the  community,  and  we 
ksk  to  have  thait  rule  of.  giving:  the  States  and.  localities  a  part  of  the 
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receipts — ^the  rule  that  has  been  established  with  regard  to  the  only 
lands  that  have  been  permanently  withdrawn  from  disposition — 
followed  in  the  case  of  these  lands. 

Our  people  are  now  spending  several  hundred  thousand  dollars  for 
a  road  from  Casper  to  bait  Creek,  and  we  need  these  funds.  If  the 
placer  law  remains  on  the  statute  books  and  the  oil  lands  are  patented 
eventually,  we  will  tax  all  these  great  values.  You  are  proposing  to 
take  all  of  the  land  values  of  these  States  in  coal  and  oil  permanently 
from  the  reach  of  the  assessor.  Those  lands  would  in  time  con- 
stitute the  bulk  of  our  values  in  real  property,  and  yet  it  is  suggested 
that  we  are  to  be  permanently  deprived  of  the  benefit  of  taxing  those 
enormous  estates  and  values  and  get  nothing  to  compensate  us  for 
the  loss.  We  must,  however,  build  the  roads  traversed  in  the  develop- 
ment of  these  properties;  we  must  school  the  children  whose  parents 
develop  these  enterprises ;  and  yet  we  are  to  be  deprived  of  revenues 
obtained  from  them.  There  isn't  a  community  in  the  country  that 
wouldn't  go  bankrupt  under  that  sort  of  thing.  Take  from  the 
State  of  Pennsylvania  to-day  the  right  to  tax  all  of  her  coal  lands 
and  oil  lands,  and  where  would  that  great  State  be  in  her  develop- 
ment ?  She  would  be  bankrupt,  of  course.  She  couldn't  survive  it. 
It  will  be  said,  "  You  will  have  the  opportunity  to  tax  improvements, 
and  it  may  be  you  can  tax  the  mine  output." 

I  am  not  so  sure  about  that  under  the  sort  of  constitution  that  we 
have  in  some  of  our  States.  But  assuming  we  do,  we  lose  the  right 
to  tax  the  land  values,  and  those  are  the  principal  values.  One  of 
these  great  coal  mines  with  its  10- foot  seam  of  coal,  $500  an  acre — 
its  classified  price — a  section  of  it  running  into  several  hundreds  of 
thousands  or  dollars — might  have  on  it  mine  improvements  that 
would  be  assessed  at  but  a  few  thousand  dollars.  The  community 
built  up  there,  with  all  of  its  children,  its  need  for  roads  and  other 
improvements,  the  necessity  of  maintaining  order,  would  be  deprived 
of  all  the  larger  sources  of  taxation. 

The  Senate  has  provided  that  50  per  cent  of  these  funds  shall  go 
directly  to  the  States,  to  be  apportioned  as  the  legislature  shall  pro- 
vide. Your  bill  does  provide  that  while  the  fund  in  the  first  in- 
stance goes  into  the  reclamation  fund,  after  it  has  been  used  and 
repaid,  50  per  cent  of  it  shall  go  to  the  States. 

Mr.  TiMBERLAKE.  When  would  it  go  to  the  States? 

Mr.  MoNDELL.  You  are  young  and  charming,  my  friend,  and  you 
might  live  to  see  it  accomplished,  but,  while  I  expect  to  live  long,  I 
would  not  expect  any  of  it  would  ever  come  back  while  I  am  on 
earth-  [Laughter.]  Your  country  would  be  developed  and  oil 
fields  worked  out  and  abandoned  before  you  would  get  funds  out 
of  the  receipts  through  that  process  for  the  building  up  of  your 
communities. 

The  representatives  of  our  Wyoming  people  will  have  some  amend- 
ments to  oflfer.  Some  one  of  them  will  present  them.  As  soon  as 
the  form  of  these  amendments  are  agreed  upon  some  one  of  the  gen- 
tlemen will  ask  to  come  before  your  committee  for  the  purpose  of 
presenting  them. 

Now,  I  do  not  know  that  I  have  anything  more  to  say,  Mr.  Chair- 
man. There  are  a  lot  of  things  in  the  bill  that  I  would  like  to  dis- 
cuss, and  I  would  like  to  elaborate  a  little  more  on  the  matters  that 
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I  have  discussed,  but  unless  the  members  of  the  committee  wish  to 
ask  me  some  questions  I  do  not  care  to  take  up  your  time  any  further. 

Mr.  Raker.  I  would  like  to  ask  Mr.  Mondell  a  few  questions 

Mr.  Mondell,  supposing  you  take  that  California  map  there  (^Naval 
Reserve  No.  2),  the  sections  in  yellow,  sections  '22,  28,  and  30,  ]ust  as 
an  illustration ;  suppose  claimants  filed  on  those  three  claims  in  your 
State — ^the  corresponding  sections — in  October,  1916.  They  would 
have  to  do  development  work  by  the  end  of  the  31st  of  December, 
1917,  to  hold  the  three  claims.     That  is  right,  isn't  it? 

Mr.  Mondell.  Yes.     You  say  they  filed  when  ? 

Mr.  Raker.  In  October,  1916. 

Mr.  Mondell.  They  would  have  to  do  assessment  before  the  ex- 
piration of  the  year  beginning  the  following  January. 

Mr.  Raker.  I  say,  they  would  have  to  do  their  assessment  work  on 
the  three  claims. 

Mr.  Mondell.  Whatever  your  State  law  provides  for  as  discovery 
work  would  have  to  be  made  at  the  time  the  location  is  made. 

Mr.  Raker.  All  right.  We  will  take  the  ordinary  placer  claim  to 
start  with  and  get  to  the  oil  later.  They  would  have  until  the  31st  of 
December,  1917,  to  finish  their  assessment  work. 

Mr.  Mondell.  Yes. 

Mr.  Lenroot.  That  is,  after  discovery. 

Mr.  Raker.  After  discovery.  I  am  taking  the  ordinary  placer 
claim.  If  they  did  no  work  on  20  and  28  at  all,  but  they  did  proper 
work  on  22,  and  anybody  came  in  on  the  1st  of  January,  1918,  they 
would  lose  all  of  sections  20  and  28,  wouldn't  they,  and  other  parties 
would  come  in  and  jump  the  claims? 

Mr.  Mondell.  They  could  come  in  and  jump  the  claims  at  the  end 
of  the  year  if  the  assessment  work  was  not  done. 

Mr.  Raker.  That  is  what  I  say. 

Mr.  Mondell.  Yes. 

Mr.  Raker.  Clearly,  they  would  have  no  right  to  hold  it.  First 
claimants  would  have  no  right  to  hold  unless  they  had  actually  done 
their  assessment  work  on  the  claim, 

Mr.  Mondell.  That  is  true. 

Mr.  Raker.  Now,  take  the  same  for  oil.  Suppose  one  group  has 
three  full  sections  properly  located.  That  would  be  16  claims, 
wouldn't  it,  not  contiguous,  and  we  will  say  they  actually  worked 
and  developed  and  found  an  oil  well  on  section  22  within  the  proper 
time,  but  they  did  no  work  on  sections  20  and  28  during  that  year, 
and  they  let  it  expire  the  1st  of  January,  1918.  It  is  relocatable,  and 
they  have  no  chance  or  claim  to  get  any  of  the  lands  in  20  or  28  by 
virtue  of  their  discovery  or  getting  their  well  on  22.    Is  that  a  fact! 

Mr.  Mondell.  Yes.  They  lose  their  rights  by  failure  to  do  assess- 
ment work. 

Mr.  Raker.  What  I  am  trying  to  get  at,  it  makes  no  difference 
how  many  claims  you  have — supposing  you  have  got  eight  claims. 

Mr.  Mondell.  Do  I  understand  you  want  to  illustrate  how  difficult 
it  is  to  hold  land  under  the  placer  act? 

Mr.  Raker.  I  didn't  say  that,  but  I  wanted  you  to  tell  the  facts. 

Mr.  Mondell.  I  think  I  said  that  some  people  have  located  large 
acreages;  but  the  placer  act  compels,  particularly  on  oil  lands — ^it 
applies  better  to  oil  lands  than  it  does  to  lands  of  any  other  character 
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in  that  regard  in  that  it  compels  constant  occupation  and  constant 
effort  under  the  penalty  of  having  an  adverse  right  cut  you  out,  on 
pain  of  losing  all  you  have. 

Mr.  Eaker.  Just  let  me  put  this  to  you  now :  Supposing  you  had 
si^ctions  20,  22,  and  28,  properly  located  in  your  State.  You  have  a 
group  of  four  claims  and  you  were  drilling  there  and  spent,  say, 
$100,000,  and  actually  discovered  oil  during  1917.  You  did  no  work 
on  20  and  28.  You  would  be  absolutelv  down  and  out  on  the  31st 
of  December  of  that  year,  wouldn't  you? 

Mr.  MoNDELL.  Yes;  if  you  don't  do  your  assessment  work  and  thus 
comply  with  the  law  on  a  placer  claim  you  lose  it,  if  an  adverse 
claim  is  asserted. 

Mr.  Eaker.  Yes. 

Mr.  MoNDELL.  That  is  what  guards  against  the  land  hog  in  placers, 
and  particularly  in  oil  placers,  in  view  of  the  diflSculty  of  making 
discovery.  And  I  think  the  committee  can  not  have  it  too  clearly  in 
mind — can  not  have  too  often  reiterated  the  fact  that  the  department 
does  make  it  exceedingly  difficult  for  the  oil-placer  claimant  to 
prove  up  by  challenging  his  discovery.  He  must  make  a  discovery 
such  as  IS  not  required  in  connection  with  any  other  class  of  mineral, 
both  to  hold  and  to  patent,  under  recent  decisions.  And  that  is  why 
we  want  the  courts  to  review  decisions  of  the  department. 

I  think  the  chairman  suggested  the  other  day  we  must  not  call 
in  question  the  good  faith  of  the  department.  We  don't  want  to 
call  in  question  the  good  faith  of  the  department,  but  we  do  call  in 
question  their  judgment,  and  we  know  that  when  a  man  or  a  depart- 
ment is  investigator,  prosecutor,  and  judge  there  is  liable  to  be  some 
doubt  of  the  existence  of  a  frame  of  mind  conducive  of  a  just  de* 
cision.  And  that  is  particularly  true  when  there  is  a  public  senti- 
ment— as  there  has  been  in  regard  to  certain  classes  of  land  claims 
hostile  to  claimants. 

Mr.  Lenroot.  May  I  ask  this:  Do  you  have  any  case  where  the 
courts  have  more  liberally  construed  the  laws  in  favor  of  the  claim- 
ant than  the  Secretary  of  the  Interior  has?  You  are  implying  that 
the  Secretary  of  the  Interior  is  not  giving  claimants  as  favorable 
consideration  as  are  the  courts. 

Mr.  MoNDELL.  I  am  sure  the  Secretary  of  the  Interior  has  never 
made  a  decision  as  favorable  to  the  claimant  as  Judge  Riner's  de- 
cision in  the  Grass  Creek  cases. 

Mr.  Lenroot.  Can  you  point  to  any  other  case  in  the  court  of  ap- 
peals or  other  district  courts,  except  Judge  Riner  in  a  recent  oil  de- 
cision, where  the  court  has  construed  the  law  more  favorably  to  the 
claimant  than  the  Secretary  of  the  Interior  has? 

Mr.  MoNDELL.  There  are  very  few  cases  in  which  it  is  possible  to 
get  to  the  courts. 

Mr.  Lenroot.  A  number  of  them? 

Mr.  MoNDELL.  There  are  a  few  of  them.  Most  of  them  are  hard 
cases,  and  hard  cases  make  hard  laws,  and  not  always  just  laws  when 
you  come  to  apply  them  to  other  classes  of  cases.  Many  of  our  peo- 
ple have  been  anxious  to  get  to  the  courts  because  they  have  had  a 
notion  that  they  would  get  nearer  what  they  believe  to  be  justice. 
That  view  and  opinion  is  very  general  in  the  West  in  regard  to  cases 
of  this  kind. 

47476—18 41 
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Mr.  Lenroot.  You  don't  agree,  then,  with  the  Department  of  Jus- 
tice, do  J- ou,  that  instead  of  the  Secretary  proceeding  to  the  decision 
of  these  oil  cases,  the  Department  of  Justice  is  justified  in  the  posi- 
tion it  takes  that  the  Secretary  should  not  decide  these  cases,  but 
they  should  go  to  the  courts.    Is  that  true? 

Mr.  MoNDELL.  I  didn't  get  that,  Mr.  Lenroot. 

Mr.  Lenroot.  I  say,  then  do  you  agree  with  the  Department  of 
Justice  in  the  position  that  it  takes,  when  they  are  objecting  to  the 
Secretary  of  the  Interior  deciding  these  applications  tor  those  pat- 
ents ?  They  are  making  the  same  claim  that  you  now  make,  that  the 
courts  should  decide  them;  and  hence  the  Secretary  has  suspended 
practically,  actually,  all  these  cases,  and  they  are  now  in  the  courts 
just  as  fast  as  the  Department  of  Justice  can  get  them  there.  The 
Secretary  shoukl  decide  therein  and  there  should  be  an  appeal  to  the 
court. 

Mr.  MoNDELL.  The  Department  of  Justice  is  taking  an  extraordi- 
nary position  if  it  is  trying  to  rob  the  Secretary  of  his  jurisdiction 
and  have  the  cases  tried  contrary  to  law.  There  are  a  few  cases  in 
the  courts  it  is  true,  the  great  majority  of  cases  are  not  in  the  courts 
and  can  only  get  into  the  courts  after  an  involved  process.  After 
withdrawals,  if  the  Government  attempts  to  oust  claimants  or  trans- 
fer the  land  to  some  one  else. 

Mr.  Lenroot.  No  ;  you  don't  mean  that.  The  Government  can  get 
into  the  courts. 

.  Mr.  Mondell.  The  Government  can  get  into  court  to  appoint  a 
receiver  or  to  punish  or  expel  trespassers  and  so  forth.  What  is  the 
public  interest  in  an  oil  leasing  law?  It  is  interested  in  devcloj)- 
ment.  I  haven't  an  interest,  either  in  an  acre  of  oil  land  or  in  any  oil 
company,  not  a  penn^,  but  I  think  I  do  know  the  situation  and  if 
you  pass  this  bill  as  it  stands,  without  relief,  you  would  practically 
suspend  all  development  in  Wyoming. 

Mr.  Lenroot.  When  you^  speak  of  the  alleged  injustice  of  the 
Secretary  of  the  Interior  being  the  final  authority  in  deciding  tlicso 
cases,  if  claimants  were  permitted  to  appeal  from  his  decision  I 
take  it  you  would  also  be  willing  to  have  the  Government  appeal 
from  his  decision  where  he  granted  an  application? 

Mr.  Mondell.  Certainly. 

Mr.  Lenroot.  Whei-e  do  you  think  the  claimants  would  be  in  hav- 
ing their  titles  adjudicated,  if  cither  side  could  go  into  court  at 
will? 

Mr.  MoNDEL.  We  seek  the  opportunity  of  appeal  from  the  final 
decisions  of  the  Secretary  of  the  Interior  and  the  bills  I  have  intro- 
duced on  that  subject  would  grant  the  right  of  appeal  to  any  party 
in  interest,  that  includes  the  Government.  We  might  have  a  crti>- 
tious  Attorney  General,  who  is  jealous  of  the  Secretary  of  the  In- 
terior and  some  claimants  might  suffer  thereby.  We  would  hope 
to  be  rid  of  that  kind  of  an  Attorney  General  in  time.  We  do  not 
anticipate  that  any  considerable  number  of  cases  would  be  appealc<l 
by  one  side  or  the  other.  A  comparatively  few  decisions  would 
establish  the  practice  and  appeals  would  occur  ordinarily  only  when 
there  arose  new  questions  of  law  or  fact. 

Mr.  Lenroot.  Take  the  situation  that  now  exists,  where  the  De- 
partment of  Justice  does  not  agree  with  the  secretary. 
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Mr.  MoxDELL.  Well,  you  would  have  cases  of  that  kind  in  the 
courts  of  course. 

Mr.  Lekrot.  You  would  have  all  your  cases  in  court  and  drag- 
ginn^  on  for  years  and  years. 

Mr.  MoxDELL.  Well,  our  people  have  been  wanting  and  are  anxious 
to  just  try  that  out. 

Mr.  Lenroot.  What  your  people  want  is  this,  isn't  it:  Tliey 
would  like  an  opportunity  to  go  into  court,  where  the  Secretary 
denies  application  for  patent,  but  they  would  not  want  to  ffo  into 
court  where  he  granted  it?    Isn't  that  frankly  the  situation? 

Mr.  MoKDELL.  No,  not  by  any  means;  the  bills  I  have  introduced 
provide  for  appeals  by  any  party  in  interest  that  includes  the 
Government,  The  chairman  said  the  other  day,  is  it  possible 
there  is  any  one  under  the  flag  that  hasn't  his  day  in  court?  Yea, 
verily;  practically  nobody  that  has  business  with  the  Interior  De- 
partment has  his  day  in  court.  The  Secretary  of  the  Interior  has  a 
special  agent  who  is  the  sleuth,  who  gathers  the  testimony.  He  has 
his  appointees  who  make  up  the  case.  He  luis  his  other  appointees 
who  pass  upon  it,  and  he  himself  finally  decides  it.  Assuming  that 
he  wants  to  do  justice  and  that  in  the  great  majority  of  cases  ho 
does  do  justice  J  there  are  many  cases  where  wo  would  like  to  havo 
a  judicial  decision  of  these  matters. 

The  bill  you  are  considering  asserts  by  wholesale  adverse  govern- 
mental claims  over  lands  held  in  good  faith  by  individuals  and  cor- 
porations with  a  view  of  developing  them.  You  are  framing  a  bill 
intended,  I  assume,  to  encourage  oil  development.  Frankly,  it  could 
not  do  that  in  Wyoming  if  there  was  no  protection  or  relief  to  present 
claimants,  because  if  the  Secretary  sought  to  lease  their  lands  to 
others  these  claimants  could  then  get  into  courts.  It  would  tie  our 
country  up  with  lawsuits.  But  our  people  are  not  all,  or  even  a 
majority  of  them,  in  a  position  to  law  with  the  Government  with  its 
unlimited  resources,  with  its  splendid  array  of  counsel,  with  its  com- 
mand of  everv  resource  that  can  possibly  be  utilized  to  strengthen  a 
case.  The  ordinary  claimant  could  not  get  into  court.  He  would  not 
have  the  money  to  get  into  court.  I  am  confident  you  do  not  want 
to  create  a  condition  of  that  kind.  You  do  not  want  to  fill  the  courts 
with  these  cases;  you  do  want  to  do  justice;  to  be  fair  and  equitable. 
Doing  that  you  will  not  only  increase  development,  which  is  what  we 
are  aiming  at,  but  will  retain  the  respect  and  confidence  of  people  in  a 
Congress  that  is  disposed  to  protect  them  in  their  rights. 

There  will  be  no  monopoly  in  oil  because  some  individual  or  cor- 
poration gets  a  few  thousand  acres  of  oil  land  under  patent  or  under 
lease. 

Monopoly  in  the  oil  business  never  came  and  nevOT  will  come  out 
of  oil-land  ownership  or  oil  production.  Monopoly  in  oil  has  been 
created  through  control  of  refining  and  distribution.  That  has  been 
the  source  of  monopoly  in  oil  always.  In  the  nature  of  things  it 
must  be.  There  never  can  be  many  organizations  in  this  country 
equipped  to  distribute  oil.  And  there  are  only  a  few  who  have  dis- 
tributing systems.  Eefining  as  a  monopoly,  so  far  as  there  is  any, 
does  not  come  out  of  any  ownership  of  oil  wells.  If  all  of  any  one 
field  was  in  one  ownership  it  would  not  have  the  slightest  effect  on 
the  creation  of  monopoly  anywhere.    When  you  think  how  small  the 
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largest  proposed  maximum  acreage  is,  compared  with  the  vast  aggre 
gate  acreage,  the  highest  maximum  proposed  is  small. 

In  conclusion  let  me  again  remind  you  that  taking  advantage  of 
the  invitation  of  the  laws  to  locate  lands  and  enter  upon  the  highly 
hazardous  enterprise  of  locating  and  developing  deposits  of  oil,  many 
of  our  citizens,  largely  people  of  limited  means,  have  made  their 
locations  in  accordance  with  law  and  courageously  spent  their  time 
and  money.  It  is  now  proposed  to  radically  change  the  law  in  a  way 
to  put  in  jeopardy  the  holdings  and  investments  of  these  people. 
Are  they  asking  too  much  when  they  ask  that  the  new  policy  shall 
not  be  founded  on  the  wreck  of  their  hopes  and  property?  The 
Congress  must  protect  them  in  their  rights  or  stand  charged  with 
bad  faith  and  repudiation  of  the  pledges  of  the  Nation. 

I  am  very  much  obliged  to  you,  gentlemen. 

The  Chairman.  Without  objection  the  committee  will  now  stand 
in  recess  until  to-morrow  morning  at  10  o'clock. 

(Whereupon,  at  12.25  o'clock  p.  m.  the  committee  recessed  until 
10  o'clock  a.  m.  Tuesday,  February  19,  1918.) 


Committee  on  the  Public  Lands, 

House  of  Eepresentatives, 
Tuesday^  February  19^  1918— 10 JO  a,  m. 

The  committee  this  day  met,  Hon.  Scott  Ferris  (chairman)  pre- 
siding. 

'I'he  Chairman.  The  committee  will  be  in  order,  gentlemen. 

Mr.  Taflor.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
going  to  ask,  on  behalf  of  Colorado,  that  Mr.  Bamett  be  heard  this 
morning.  I  may  say  that  Mr.  Barnett  has  been  attorney  general  of 
Colorado,  and  has  lived  near  my  home  on  the  western  slope  of  our 
State,  in  the  mining  district,  for  nearly  all  of  his  life,  and  he  is 
especially  well  informed  on  public  matters  in  our  State  and  especially 
on  this  oil  question,  and  I  am  sure  that  his  statement  will  reflect  the 
sentiment  of  a  very  large  per  cent,  if  not  the  entire  population,  of 
our  State. 

STATEMENT  OF  HON.  JOHN  T.  BASNETT,  OF  DENVEB,  COLO. 

Mr.  Barnett.  Mr.  Chairman  and  members  of  the  committee.  I 
represent  here  the  oil  chapter  of  the  Colorado  branch  of  the  Ameri- 
can Mininc:  Congress.  I  also  represent  a  number  of  small  companies 
of  which  I  am  attorney.  I  am  also  attorney  for  the  Midwest  and 
Eeed  interests,  end  I  represent  also  a  number  of  private  individuals 
who  are  engaged  in  the  business  of  mining  and  drilling  for  oil. 

Mr.  Chairman,  yesterday  I  had  the  honor  of  being  chosen,  in  my 
absence,  as  chairman  of  the  committee  of  oilmen  and  representatives 
of  oil  interests  who  have  met  here  in  Washington  from  the  various 
States  of  the  West,  to  present  their  views  upon  this  leasing  measure, 
and  on  behalf  of  that  body  of  men  I  want  to  express  their  apprecia- 
tion of  the  great  patience  this  committee  has  displayed  in  the  hear- 
ings you  have  had  here  and  the  completeness  with  which  you  have 
been  willing  to  listen  to  our  views.  And  whatever  the  result  of  this 
legislation  may  be,  Mr.  Chairman,  we  will  feel  that  you  will  have 
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been  fully  informed  and  that  you  will  have  possession  of  practically 
all  of  the  facts  that  we  are  aole  to  give  you,  and  we  will  feel  that 
whatever  legislation  you  may  enact  will  be  the  result  of  your  wisdom 
after  knowing  these  facts. 

I  have  sometimes  felt,  Mr.  Chairman,  that  the  reason  we  in  the 
West  were  not  entirely  satisfied  with  results  attained  in  Washing- 
ton, both  from  the  departments  and  from  Congress,  was  sometimes 
due  to  a  lack  of  mutual  understanding;  to  a  feeling  that  perhaps  our 
position  was  not  fully  comprehended  and  that  we  did  not  fully 
understand  the  reasons  for  the  views  held  by  those  who  were  far 
away  from  our  homes  and  the  interests  in  which  we  are  engaged. 
Therefore  it  is  with  much  pleasure  that  I  will  be  able  to  say  when  I 
go  home  to  our  people  that  this  committee  has  given  the  greatest 
consideration  to  us,  listened  attentively  to  all  we  had  to  say,  and  that 
they  are  as  fully  informed  on  this  subject  as  we  have  been  able  to 
inform  them.  I  am  satisfied  that  whatever  your  legislation  may  be, 
that  that  fact  alone  will  go  far  toward  making  your  legislation  ac- 
ceptable to  our  people. 

In  the  time  allotted  me  I  feel  that  I  will  not  be  able  to  say  some  of 
the  things  I  would  like  to  say  at  this  time  and  express  fully  my 
views  upon  this  character  of  legislation.  Many  of  the  people  of  our 
country  are  not  yet  prepared  to  say  that  a  leasing  system,  such  bs 
contemplated  in  this  legislation,  will  be  found  entirely  satisfactory 
or  effective  in  handling  the  public  lands.  But  I  believe  our  people 
have  come  to  this  state  of  mind,  that  they  realize  that  legislation 
is  generally,  and  most  always,  the  result  of  the  compromise  of  views 
of  the  people  of  the  country.  And  to-day  I  may  safely  say  that  our 
people  of  the  West  are  more  willing  to  accept  this  sort  of  legislation 
than  they  were  some  years  ago,  and  they  are  willing  to  accept  it  in 
the  spirit  of  endeavoring  to  make  it  a  success. 

We  know  that  we  must  have  some  legislation  on  this  question. 
Our  public  lands  have  been  tied  up  for  many  years,  and  I  think  there 
is  a  unanimity  of  feeling  everywhere  that  this  legislation  is  highly 
necessary  at  this  time;  more  necessary  at  this  time,  perhaps,  than 
at  any  other,  because  of  the  situation  we  find  ourselves  in  in  regard  to 
the  war. 

Now,  Mr.  Chairman,  to  my  mind  the  enactment  of  any  legislation 
dealing  with  the  public  lands — ^that  is,  wise  legislation — compre- 
hends, and  must  necessarily  comprehend,  a  knowledge  of  the  laws 
that  have  gone  before,  and  not  only  the  letter  of  those  laws,  but  the 
spirit  of  those  laws,  and  I  shall  briefly  sketch  previous  and  existing 
legislation  in  just  these  few  words.  Up  to  1866  we  had  really  no 
laws  upon  the  subject.  I  believe  in  1785  the  first  ordinance  relating 
to  our  Government  lands  was  enacted,  and  that  provided  for  a  survey. 

Later,  in  1807,  a  leasins:  law  was  passed.  That  remained  in  force 
until  along  in  1846,  I  believe,  and  was  repealed  at  the  suggestion  of 
President  Polk.  That  law  was  not  found  to  be  satisfactory  nor 
productive  of  the  results  contemplated  by  its  authors.  Between  that 
time  and  the  discovery  of  gold  in  California  we  really  had  no  legisla- 
tion. That  discovery  took  place  in  1848.  From  that  time  down  until 
1866  the  public  mineral  lands  of  the  country  were  taken  up  by  people- 
who  went  upon  them  and  appropriated  them  for  mining  purposes. 
During  that  period  we  may  say,  every  man  in  California  was  a 
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trespasser  upon  the  public  domain.  And  yet  his  trespass  was  after- 
wards legalized  and  recognized  by  the  Legislature  of  California,  the 
supreme  court  of  that  State,  and  later  by  the  Supreme  Court  of  the 
United  States  and  by  Congress.  The  rules  and  regulations  of  miners 
became  the  very  basis  of  all  legislation  that  has  come  to  this  country 
regarding  the  mineral  domain.  I  for  one  believe  that  that  legislation 
so  founded,  was  wise,  because  it  represented  the  practical  experience 
of  men  who  had  been  dealing  with  this  species  of  property. 

In  1866  Senator  Stewart,  of  Nevada,  who  was  one  of  our  greatest 
mining  men,  framed  a  law  relating  to  this  subject.  In  1870  the 
placer-mining  claims  were  included  in  that  law,  and  in  1872  it  was 
further  perfected  into  the  law  of  to-day. 

Those  laws  relating  to  the  disposition  of  the  public  domain  were 
very  largely  the  result  of  the  thought  and  the  judgment  of  western 
men.  Chief  Justice  Field,  of  the  United  States  Supreme  Court, 
formerly  chief  justice  of  the  supreme  court  of  the  State  of  Cali- 
fornia, had  probably  more  to  do  with  the  establishment  of  the  prin- 
ciples and  the  laws  relating  to  mining  than  any  Other  man  in  this 
country.  And  I  have  no  doubt  that  Senator  Stewart  obtain^  many 
of  his  ideas  from  Chief  Justice  Field. 

Now,  then,  if  this  law  that  we  are  about  to  enact  is  going  to  be 
the  thought  and  product  of  men  other  than  those  from  the  West, 
we  hope,  those  of  us  who  live  there,  that  it  will  prove  in  the  main 
as  generally  effective  for  the  purposes  for  which  it  is  enacted  as  hare 
those  laws  that  have  gone  before  and  still  exist,  because  we  in  the 
West  know,  Mr.  Chairman,  that  we  have  had  great  prosperity  and 
great  development  of  our  mineral  resources  under  the  old  law.  I 
think,  as  a  matter  of  wisdom,  that  in  the  enactment  of  this  legisla- 
tion, we  should  pick  out  of  the  old  law  all  of  the  parts  of  it  that  have 
made  for  the  development  of  our  mineral  resources  and  reject  those 
parts  of  it  which  have  proven  a  source  of  scandal  to  or  a  source  of 
fraud  upon  the  country. 

That  brings  me  to  suggest  that  one  of  the  things  in  the  ohl  law 
that  was  valuable  was  its  definiteness  and  its  certainty  in  that  it 

{rave  to  men  the  right  to  go  out  upon  the  public  domain  and  take  uf^ 
and  under  rules  and  regulations  that  were  specific  and  certain  in 
their  terms.  It  gave  a  man  the  right  to  take  up  any  number  of 
mining  claims.  That  may  be  a  feature  that  you  will  want  to  elimi- 
nate and  in  its  stead  set  a  limit  to  the  amount  of  land  that  a  man 
may  take  up  under  the  law.  But  I  think  one  of  the  things  ^ou  oug:ht 
to  keep  in  this  law  is  the  certainty  of  the  old  law,  the  certamty  of  its 
provisions.  Therefore,  I  recommend,  upon  what  I  believe  the  senti- 
ment of  the  people  of  my  country  to  be,  that  when  you  provide  for 
your  permits  for  prospecting  that  you  make  those  permits  certain  in 
their  terms,  certam  as  to  acreage,  certain  as  to  conditions — ^that  is, 
substantive  conditions,  not  all  of  the  conditions;  they  can  be  supple- 
mented by  the  Secretary  when  he  provides  his  rules  and  regulations 
for  the  administration  of  the  law— but  those  permits  ought  to  be  cer- 
tain as  to  acreage,  as  to  royalty,  and  as  to  other  general  substantive 
features,  so  that  a  man  may  know  before  he  starts  to  prospect  what 
he  will  get  after  he  has  determined  to  locate  upon  a  piece  of  land. 

I  say^  that  for  the  reason  that  I  know  how  prospecting  is  done, 
and  it  is  generally  done  this  way.    I  have  done  a  great  deal  of  it 
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myself  in  the  last  nearly  30  years  that  I  have  lived  in  the  mining 
country.  Eight  people  will  get  together  and  decide  to  make  a  pot 
of  $100  each,  or  $500  each.  I  was  one  of  such  an  association;  my 
partner  was  another  member;  Mr.  Bradley,  who  will  be  here  to- 
morrow, chairman  of  cur  public-utilities  commission,  was  another; 
Mr.  Lyons,  a  mining  man,  another ;  Mr.  George,  our  State  geologist, 
another;  and  two  or  three  other  men.  We  formed  such  a  pot  or 
pool  to  locate  some  oil  lands  we  heard  about  up  in  Wyoming.  We 
put  in  about  $2,000  into  that  pool.  Mr.  George,  State  geologist,  vol- 
unteered his  services,  we  paid  his  expenses,  and  he  went  up  into  the 
district  around  Moorcrof t,  and  there  he  located  some  land  that  looked 
rather  favorable  to  him,  and  we  expended  nearly  that  $2,000  in  an 
effort  to  get  better  acquainted  with  the  structure  and  in  doing  some 
work  on  it.  We  finally 'made  up  our  minds,  because  of  our  ex- 
perience and  examinations,  tliat  the  land  was  not  productive,  and 
we  abandoned  the  enterprise.    We  lost  our  $2,000. 

We  did  that  again,  and  we  are  in  some  others  now.  Now  I  say, 
that  if  we  did  not  know  before  we  started  what  we  were  going  to 
get  after  we  spent  our  $2,000,  I  fear  it  quite  likely  that  we  would 
not  have  started.  I  do  not  like  to  start  out  and  spend  my  money 
nor  my  time  on  an  uncertainty,  and  I  do  not  believe  any  other  man 
docs.  Therefore  I  urge  upon  you  gentlemen  to  fix  the  prospector's 
rights  absolutely  to  and  in  the  prospecting  permit.  I  think  it  verv 
wise  that  the  lands  of  this  country  should  be  somewhat  classified  with 
relation  to  the  permit.  I  may  say  that  all  the  lands  outside  of  the 
present  withdrawals  are  regarded  by  the  Government  as  not  likely 
to  contain  oil — ^that  is,  in  so  far  as  any  Iniown  geological  evidences 
are  concerned — and  upon  that  matter  I  wish  to  refer  briefly  to  the 
statement  of  the  Commissioner  of  the  General  Land  Office  to  the 
Secretary  of  the  Interior  in  his  report  of  June  30, 1917.  On  page  4 
he  says : 

Coming  to  the  so-called  withdrawal  cases,  classes  1  and  2,  It  is  first  to  be 
noted  that  some  years  ago  practically  all  the  known  public  oil  lands  were 
withdrawn  from  entry  and  selection.  In  aid  of  proposetl  legislation  affecting 
the  nse  and  disposition  of  petroleum  deposits  on  the  public  domain. 

Now,  that  comes  from  the  department  and  is  a  statement  by  the 
department  that  practically  all  the  Imown  oil  lands,  and  I  think  all 
that  the  Geological  Survey  knows  of,  have  been  and  are  withdrawn 
from  entry.  That  leaves  outside  of  the  withdrawn  areas  purely 
wildcat  territory,  purely  wildcat  in  every  sense  of  the  term.  So  1 
say  it  is  not  asking  too  much,  I  think,  that  you  permit  the  general 
citizens  of  the  country  to  go  upon  that  purely  wildcat  territory,  under 
most  favorable  and  certain  circumstances,  and  prospect  for  oil.  If 
you  do  not  do  it  I  fear  you  will  not  get  any  oil  developed  from  that 
territory. 

Now,  then,  as  to  the  lands  within  the  withdrawal,  how  shall  we 
regard  them?  In  the  first  place,  there  are  certain  lands  within  the 
present  withdrawals  hat  are  claimed  by  persons  who  have  performed 
work  upon  them,  who  have  brought  in  producing  wells  upon  them, 
under  what  is  claimed  to  be  a  misapprehension  of  the  law,  or  a 
mistake  or  something  of  that  sort.    As  to  that  class  of  lands  those 

{>eople  are  here  seeking  some  measure  of  relief.    I  would  take  those 
ands,  and  I  would  take  out  of  them  the  lands  that  I  was  going  to 
give  by  way  of  relief,  and  I  would  leave  the  balance  of  those  lands 
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and  other  proven  oil  lands  not  subject  to  prospecting  permits  at  alL 
but  hold  hem  absolutely  for  lease,  and  I  would  make  this  bill  certain 
as  to  what  is  to  be  done  with  that  class  of  proven  oil  lands.  Under 
this  bill  as  it  is  now  drawn  it  is  not  clear  as  to  whether  or  not  a  man 
may  go  upon  proven  oil  territory  and  get  a  prospecting  permit 
That  doubt  ought  to  be  removed  from  this  bill. 

Now,  as  to  other  lands  not  proven  within  the  withdrawals,  but 
whicli  have  been  said  by  the  Geological  Survev  to  have  a  likely 
prospect  of  containing  oil,  I  would  provide  specifically  for  prospect- 
ing permits  to  be  issued  upon  that  class  of  land.  I  apprehend  that 
the  becretary  of  the  Interior  will  not  want  to  give  prospecting  per- 
mits upon  all  of  that  land ;  that  he  might  want  to  give  only  one  or  two 
perhaps  on  any  structure,  in  order  to  prpve  whether  or  not  thai 
structure  contams  oil.  And  it  will  be  difficult  for  the  Secretary  of 
the  Interior  to  determine,  if  that  is  to  be  his  purpose,  to  whom  he  will 
give  that  prospecting  permit.  Mr.  Chairman,  I  am  anxious  to  see 
this  bill  become  a  success  in  its  operation,  and  it  can  not  be  if  you 
leave  too  much  discretion  of  such  a  nature  in  the  Secretary  as  will 
bring  about  criticism,  and  charges  of  favoritism,  or  something  that 
will  make  his  duties  so  onerous  and  burdensome,  and  so  resulting  in 
possible  scandal  as  to  defeat  the  very  purpose  of  this  bill.  And  so 
it  is — I  speak  for  the  Secretary  here — ^when  I  ask  you  to  make  the  bill 
certain  as  to  how  he  shall  dispose  of  prospecting  permits  upon  land 
that  has  been  indicated  by  the  Geological  Survey  as  likely  to  contain 
oil,  and  upon  which  people  are  now  seeking  an  opportunity  to  go. 
It  seems  to  me  that  it  might  be  very  well  to  have  one  or  two  of  those 

Srospecting  permits,  on  a  structure,  disposed  of  in  the  same  manner, 
[r.  Chairman,  as  you  have  provided  for  the  disposition  of  leases, 
and  thus  remove  from  the  realm  of  the  administration  of  the  bill  the 
charge  that  may  be  made  that  favoritism  or  undue  influence  ha^ 
been  used  or  exercised  in  granting  such  permits. 

Now,  as  to  that  feature  of  the  bill  I  am  in  accord,  I  thinks  with 
Mr.  Finney,  of  the  Department  of  the  Interior,  because  Mr.  Finney 
in  his  address  before  the  Senate  Committee  on  the  Public  Lands  said 
this  on  page  317  of  the  report  of  the  hearings  before  the  Committee 
on  Public  Lands,  United  States  Senate,  Sixty-fourth  Congress,  first 
session,  on  H.  R.  406.  He  was  speaking  more  particularly  there  of 
the  remedial  legislation ;  that  is,  with  relation  to  the  relief  provisions 
of  the  measure ;  and  I  read  it  because  he  said  that  he  had  had  no  op- 
portunity of  expressing  his  views  up  to  that  time  before  the  Hoiisi^ 
committee.    He  said  this : 

With  respect  now  to  the  question  of  remedial  le^slation  which  is  found  in 
section  12,  House  bill  406,  as  passe<l  by  the  House  of  Representatives,  and  which 
I  believe  Is  also  Incorporated  In  the  bill  introduced  in  the  Senate,  as  I  stnteO 
the  other  day  In  answer  to  a  question  by  one  of  the  Senators,  the  Interior  De» 
partment  would  have  no  objection  to  amending  the  remedial  provision  so  as 
to  permit  applicants  to  try  out  in  the  Land  I>epartment  their  right  to  a  title, 
and  then  if  denied  permit  then  to  have  a  preference  period  of  60  days  within 
which  to  apply  for  a  lease. 

At  the  bottom  of  page  318  he  said : 

The  Interior  Department  would  also  lilce  Congress  to  formalate  In  the  legis- 
lation some  definite  policy  with  respect  to  the  pending  claims,  rights,  and 
equities,  and,  if  possible,  to  have  that  policy  clearly  set  out  in  the  bill ;  to  have 
the  duty  of  the  Secretary  of  the  Interior  under  any  legislation  which  you  may 
enact  made  clear  and  definite  and  not  discretionary. 
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He  further  said : 


Secretary'  Lane' has  authorized  tne  to  state  that  he  believes  this  is  a  matter 
which  Congress  sliould  consider  and  dispose  of  and  that  its  policy  should  be 
80  clearly  and  positively  set  forth  in  any  legislation  it  may  enact  that  it  does 
not  leave  any  doubt  as  to  what  the  Secretary  of  the  Interior  is  to  do. 

Then  Senator  Smith  said : 

Did  the  committee  of  the  House  of  Representatives  have  the  advantage  of 
the  suggestions  that  you  are  making  in  this  matter,  Mr.  Finney?  Was  this 
ever  presented  or  suggested  to  the  House  committee,  or  did  they  ever  pass  on 
your  amendment  at  all? 

Mr.  Finney.  This  year  their  thought  was  it  would  be  very  much  easier  for 
them  to  pass  the  bill  In  the  form  in  which  it  passed  last  session,  and  there 
was  very  little  discussion  or  attempt  to  make  any  changes,  except  to  clarify 
It  In  some  respects. 

I  think,  perhaps,  I  did  mention  to  some  members  of  that  committee,  Senator, 
the  fact  that  the  department  would  not  object  to  allowing  these  claimants 
to  try  out  their  rights  to  patent  first,  and  then  be  given  a  preferential  right  to 
lease.  Some  of  the  members  of  the  House  committee  said  that  there  was  no 
objection  to  that,  but  that  that  amendment  might  be  made  later.  I  do  not 
think  I  did  say  anything  to  them  about  making  the  bill  clear  and  definite  by 
removing  the  discretionary  feature. 

Now,  Mr.  Chairman,  I  want  to  oflfer  in  that  connection  part  of  the 
report  of  the  Secretary  of  the  Interior  for  the  fiscal  year  ending 
June  30,  1915,  found  on  page  16,  which  represents  tlie  views  of  the 
Secretary  of  the  Interior  upon  this  same  matter.  The  Secretary 
said: 

rresi<lent  Tuft  withdrew  a  large  acreage  in  ( 'aliforuia  and  in  Wyoming  after 
much  of  it  hud  been  filed  upon  and  after  some  ileveloi)nitMit  had  been  begun  on 
a  part  of  the  lands.  This  withdrawal  t(K)k  place  in  September,  19()9,  and  with- 
drew part  of  the  lands  for  the  benefit  of  the  Navy  as  a  fuel  reserve  and  other  of 
the  lands  were  to  be  held  awaiting  appropriate  legislation  for  their  disposal. 
The  total  acreage  wltlidrawn  was  3,041,000  a<Tes,  of  which  perhaps  one-half 
was  then  in  private  ownership.  There  was  doubt  at  the  time  of  these  with- 
drawals as  to  their  legality,  there  being  no  specific  statute  on  the  books 
authorizing  the  action.  So  serious  was  this  (Umbt  that  as  a  precautionary 
measure  Congress  at  its  next  session  passed  an  act  authorizing  such  with- 
drawals, and  the  same  lands  were  subsetiuently,  In  July,  1910,  withdrawn  again. 
It  was  the  opinion  of  many  of  the  must  competent  members  of  the  bar  that  the 
withdrawal  of  1909  was  void  and  the  operators  proceded  to  act  in  accordance 
with  this  advice.  The  result  was  that,  when  the  swond  withdrawal,  that  of 
1910,  was  made,  there  were  a  large  number  of  operators  engaged  In  drilling  and 
some  had  already  found  oil  on  these  lands.  The  Government  insisted  upon  the 
validity  of  the  1909  withdrawal,  and  after  falling  to  have  Its  view  sustained 
in  the  lower  courts,  was  at  last  successful  before  the  Supreme  Court.  So  that 
to-day  those  who  were  not  engaged  in  actual  development  of  the  lands  at  the 
time  of  the  first  withdrawal  have  no  legal  title  to  the  lands.  If  the  full  meas- 
ure of  the  Government's  right  Is  acted  upon  as  a  basis  of  our  policy  In  dealing 
with  these  lands  It  will  bankrupt  many  oil  companies  and  do  what  appears  to 
me  to  be  an  Injustice  and  an  unnecessary  injustice  to  those  who  have  Invested 
many  millions  of  dollars  under  a  mistake  as  to  the  law. 

I  shall  not  assume  to  say  what  policy  should  be  followed  as  to  the  naval  re- 
serves, but  as  to  the  other  withdrawn  lands  I  believe  Congress  (which  is  the 
one  forum  wherein  relief  can  be  sought)  should  so  act  as  to  recognize  the 
equitable  rights  of  those  operators.  This  might  be  done  by  saying  that  those 
who  would  to-day  be  entitled  to  patent  were  the  land  not  withdrawn  may  have 
leases  under  which  they  will  pay  a  liberal  royalty  to  the  Government.  This 
plan  will  doubtless  be  urged.  I  am  of  the  opinion  that  It  Is  too  liberal.  We 
might  draw  a  line  at  the  time  of  the  second  withdrawal.  If  this  were  done, 
leases  could  be  made  to  all  who  were  actually  operating  upon  the  land  at  that 
time.  And  if  it  is  thought  advisable,  there  could  be  Imposed  a  higher  royalty 
than  would  be  called  for  under  the  general  development  bill.  I  feel  that  this 
is  one  of  those  situations  often  arising  in  the  life  of  the  Individual  and  of  the 
State  when  It  is  not.  wise  to  exact  all  that  the  law  allows  even  as  to  those  who 
are  in  the  wrong. 
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Now  gentlemen,  my  time  being  limited,  I  have  to  hurry  along. 
But  I  want  to  express  right  here  a  viewpoint  that  I  would  like  to 
have  this  committee  consider.  It  has  appeared  in  the  evidence  bef(  re 
this  committee  what  the  attitude  of  the  (Jovernment  has  been  toward 
these  withdrawals  and  withdrawn  lands.  It  has  appeared,  I  think, 
from  the  statement  of  one  of  the  witnesses  that  the  agents  of  the 
Government  were  instructed  not  to  interfere  with  men  who  were 
drilling  until  they  had  discovered  oil,  and  then  to  bring  action 
against  them.  I  know,  Mr.  Chairman  and  members  of  this  com- 
mittee, that  it  has  been  the  policy  of  the  Government  to  encourage, 
or,  rather,  to  permit  in  a  way  that  amounted  to  encouragement,  men 
to  go  out  upon  the  public  domain  and  discover,  if  possible,  oil  stnic- 
tures  and  drill  them,  and  for  the  agents  of  the  Government  to  linger 
about  and  wait  to  see  wliat  the  results  were,  and  if  they  seemed  to 
be  favorable  or  the  structure  productive,  to  send  word  on  to  Wash- 
ington and  advise  withdrawals  to  be  made. 

Now,  then,  let  me  say,  suppose  a  private  individual  should  do  that. 
Suppose  I  was  the  owner  of  the  State  of  Wyoming,  or  of  50,000 
acres  in  it,  and  that  I,  as  such  owner,  should  post  a  notice  inviting 
the  citizens  all  over  the  country  to  come  en  my  property  and  pros- 
pect for  oil,  promising  to  give  them  what  the  law  promised  to  give 
them,  and  right  in  the  miost  of  their  work,  even  though  they  were 
not  in  the  diligent  performance  of  it  to  the  extent  that  is  required 
under  the  Pickett  Act,  I  should  come  in,  through  my  agent,  and 
countermand  the  order,  what  do  you  suppose  would  be  the  result, 
or  what  would  happen  to  me  as  such  owner  in  a  court  of  justice? 

Suppose,  after  posting  that  invitation  notice,  I  had  gone  to 
Europe,  and  my  agent  in  New  York,  believing  he  had  the  authority, 
should  withdraw  the  invitation  and  should  tell  the  people  working 
there  that  they  must  get  off ;  and  those  people  there  drilling,  believ- 
ing that  the  agent  had  no  such  authority,  and  Imowing  that  I  was 
away,  should  say,  "  We  will  go  on  with  our  work.  We  were  invited 
to  go  on  with  it  before  the  owner  of  this  property  went  away ; "  and 
they  did  go  on ;  and  when  I  came  back  I  found  what  my  agent  had 
done,  and  I  said,  "  I  did  not  know  that  I  had  conferred  that  power 
upon  the  agent,  but  it  seems  that  the  courts  have  said  I  did  confer 
the  power  by  my  silence  and  acquiescence,  but  it  seems  now  that  the 
order  of  the  agent  is  valid."  But  what  would  I  say  in  such  circum- 
stances ?  What  would  you  or  any  man  around  this  table  say  under 
such  conditions?  I  would  say,  gentlemen,  that,  notwithstanding  the 
order  of  my  agent,  I  propose  to  mete  out  honest,  square,  decent  jus- 
tice to  you  men  whom  I  invited  upon  my  property.  And  if  I  did  not 
say  that,  do  you  know  what  would  happen  to  me?  The  doctrine  of 
estoppel  would  be  invoked  against  me  in  the  courts.  It  can  not  be 
invoked  against  the  Government.  And  I  quote  now  that  doctrine 
from  the  case  of  Twin  Lock  Oil  Co.  v.  Marbury  (91  U.  S.,  p.  587) : 

The  fluctuating  character  and  value  of  this  class  of  property  is  remarkaWy 
lUustrated  in  the  history  of  the  production  of  mineral  oil  from  wells.  Property 
worth  thousands  to-day  is  worth  nothing  to-morrow,  and  that  which  would 
to-day  sell  for  a  thousand  dollars  as  its  fair  value  may,  by  the  natural  chan.ees 
of  a  week  or  the  energy  and  courage  of  desperate  enterprise.  In  the  some  time 
be  made  to  yield  that  much  every  day.  The  injustice,  therefore.  Is  obvious 
of  permitting  one  holding  the  right  to  assert  an  ownership  In  such  property 
to  voluntarily  await  the  event  and  then  decide,  when  the  danger,  which  It 
over,  has  been  at  the  risk  of  another,  to  oome  In  and  share  the  profit 


OIL  LEASINO  LANPS.  647 

That  is  the  doctrine  that  is  applied  by  the  courts  where  private 
rights  are  being  litigated  therein. 

Now,  gentlemen,  we  only  ask  that  that  doctrine  be  applied  here 
in  Congress,  which  is  the  only  court  to  which  these  men  affected  can 
appeal.    You  are  the  court  here. 

On  pages  474  and  475  the  court  said  in  the  Mid- West  case,  United 
States  V,  Mid- West  Oil  Co.  (23G  U.  S.) : 

For  It  must  be  borne  in  mind  Umt  Congress  not  only  lias  a  lej^islatlve  power 
over  the  public  domain,  but  It  also  exercises  the  powers  of  the  proprietor 
therein.  (Congress  **  may  deal  with  such  lands  precisely  as  a  private  individual 
may  deal  with  his  farming  property.  It  may  sell  or  withhold  them  from  sale." 
(Camfield  v.  United  States,  167  U.  S.,  524;  Light  v.  United  States,  220  U.  S., 
536.)  LIlje  any  other  owner,  it  may  provide  when,  how,  and  to  whom  Its  land 
can  be  sold.  It  can  permit  it  to  be  withdrawn  from  sale.  Lilce  any  other 
owner,  it  can  waive  its  strict  rights,  as  it  did  when  the  valuable  privilege  of 
grazing  cattle  on  the  public  land  was  held  to  be  based  upon  an  "  implied 
license  growing  out  of  the  custom  of  nearly  a  hundred  years."  (Buford  v. 
Houtz,  133  U.  S.,  326.)  So,  too,  in  the  early  days  the  '*  Government,  by  its 
silent  acquiescence,  assented  to  the  general  occupation  of  the  public  lands  for 
mining."  (Atchison  v.  Peterson,  20  Wall.,  512.)  If  private  persons  could  ac- 
quire a  privilege  in  public  land  by  virtue  of  an  implied  congressional  consent, 
then  for  a  much  stronger  reason  an  implied  grant  of  power  to  preserve  the  pub- 
lic interest  would  arise  out  of  like  congressional  acquiescence. 

Note  the  basis  upon  which  the  court  rested  its  decision  in  the 
Mid- West  case.  It  was  the  silence  and  implied  acquiescence  of  Con- 
gress. And  so  we  say,  if  you  will  apply  this  doctrine  of  the  Mid- 
VVest  case  to  the  people  who  are  on  the  public  domain  noWj  with  the 
implied  consent  of  Congress,  or  who  were  there  when  the  withdrawal 
order  was  made,  we  shall  expect  and  hope  to  secure  just  and  satis- 
factory remedial  legislation. 

Again,  I  call  your  attention  particularly  to  the  case  of  Buford  v. 
Houtz  (133  U.  S.).    On  pages  326  and  327  the  court  said : 

The  whole  system  of  the  control  of  the  public  lands  of  the  United  States  as 
It  had  been  conducted  by  the  Government  under  acts  of  Congress  shows  a  liber- 
ality In  regard  to  their  use  which  has  been  uniform  and  remarkable.  They 
have  always  been  open  to  sale  at  very  cheap  prices.  Laws  have  been  enacted 
authorizing  persons  to  settle  upon  them  and  to  cultivate  them  before  they 
acquire  any  title  to  them.  While  in  the  incipience  of  the  settlement  of  these 
lands  by  persons  entering  upon  them  the  permission  to  do  so  was  a  tacit  one, 
the  exercise  of  this  permission  became  so  Important  that  Congress  by  a  system 
of  laws,  called  the  preemption  laws,  recognized  this  right  so  far  as  to  confer 
a  priority  of  the  right  of  purchase  on  the  persons  who  settle  upon  and  culti- 
vated any  part  of  this  public  domain. 

So  it  is  not  a  new  thing  we  are  asking  of  this  Congress.  We  are 
asking  the  application  of  a  principle  that  the  Congress  has  repeatedly 
recognized  and  applied. 

Now,  gentlemen,  I  am  an  owner  of  some  of  this  land  affected  by 
section  16  of  the  Senate  bill  and  the  remedial  features  of  the  House 
bill.  I  have  a  small  interest  in  section  23  in  the  Salt  Creek  Field. 
I  obtained  it  from  the  Stocks,  a  family  that  you  have  heard  something 
about.  These  people  were  poor.  They  had  no  means  to  employ 
counsel.  I  did  a  great  deal  of  legal  work  for  them,  and  in  compensa- 
tion I  was  turned  over  a  small  interest  by  way  of  royalty  in  a  part 
of  one  of  those  sections.  I  know  what  the  Stock  family  went  through 
in  the  early  days  of  Salt  Creek.  I  know  that  little  Mrs.  Stock,  who 
was  my  client,  lived  in  a  sheep  wagon,  30  miles  from  Casper,  and 
cooked  for  16  men.    And  that  is  how  she  acquired  her  interests  in 
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these  lands.  I  got  my  little  interest  for  personal  legal  services;  so 
to  the  extent  of  that  interest  I  am  affected  personally  myself.  But  I 
would  not  ask  anything  here  for  myself  that  I  would  not  ask  for  other 
people,  neither  do  I  think  I  would  conie  liefore  this  body  and  ask  for 
anything  I  did  not  think  was  right  relating  to  this  or  any  other 
matter. 

Now,  I  want  to  say  that  I  also  represent  a  number  of  people  who 
are  affected  by  what  is  called  section  17  of  the  Senate  bill. 

A  large  number  of  people  who  have  gone  upon  the  open  public 
domain  are  affected  by  that  section.  A  large  part  of  the  public 
domain  is  open  and  public  to-day,  and  probably  will  be  until  this 
bill  is  passed  or  until  another  withdrawal  comes  from  the  Executive 
Mansion.  I  want  to  speak  for  those  people.  I  want  to  say  to  you, 
gentlemen,  that  we  in  the  West  have  to  seek  our  opportunities  in  the 
West.  Every  man,  I  believe,  desires  to  avail  himself  of  what  op- 
portunities are  open  to  him,  and  he  naturally  seeks  them  near  where 
he  resides.  Men  in  Pennsylvania  seek  their  opportunities  there ;  men 
in  Massachusetts  there :  and  men  in  other  States  there.  We  in  Colo- 
rado  and  Wyoming  seek  our  opportunities  there.  And  I  want  to 
say  to  you  this  significant  thing,  that  if  ever  any  development  comes 
to  this  country  from  the  mineral  wealth  of  it,  it  w^ill  come  from  west- 
em  men  and  not  from  eastern  men.  It  will  come  w^ith  the  energy 
of  western  men,  their  desire  for  adventure,  their  desire  for  prospect- 
ing, their  knowledge  of  the  country,  their  w^illingness  to  undergo 
hardships;  and  such  development  will  be  augmented  by  the  monev 
of  eastern  men  who  will  be  prevailed  upon  by  western  men  to  put  it 
in  for  further  development.  That  is  the  only  way,  gentlemen,  that 
you  will  ever  get  any  development  of  the  mineral  resources  of  this 
country. 

Now,  then,  what  has  happed  up  there  in  the  last  two  years?  We 
have  had  something  of  an  oil  boom,  and  a  number  of  people  have 
gone  on  the  open  public  domain  and  have  located  oil  claims,  and 
they  have  located  them  according  to  law  and  they  have  put  up  pre- 
liminary money  and  they  have  formed  corporations  and  they  have 
issued  stock  and  they  have  invited  the  little  fellow  in  to  take  part 
in  the  development.  Now,  there  is  nothing  wrong  in  that.  That  is 
exactly  what  I  understand  you  are  trying  to  do,  to  help  the  little 
fellow  get  into  this  oil  game  and  give  the  little  fellow  a  chance.  If 
that  isn't  what  you  are  going  to  do ;  if  that  isn't  what  your  purpose 
is;  if  it  is  your  purpose  to  give  only  the  rich  man  a  chance  to  de- 
velop this  oil,  then  I  say,  take  away  all  these  claims  that  the  little 
fellow  is  interested  in  to-day,  and  give  them  to  the  only  man  who  is 
able  to  drill  a  well,  and  that  is  the  man  with  $100,000  or  $1,000,000, 
But  if  you  want  to  protect  the  little  fellow,  look  out  that  you  protect 
those  who  have  gone  on  these  claims  and  have  a  little  stock  in  these 
different  companies  that  were  formed  to  drill  these  claims. 

Now,  I  know  of  one  company — and  Mr.  Chairman,  you  have  in 
your  pocket  a  report  to  the  stockholders  of  that  company,  showing 
what  that  company  has  had  to  undergo,  and  I  wish  you  would  pre- 
sent the  report  to  this  committee,  because  the  company  is  a  fair 
sample  of  what  may  be  termed  a  conservative  "  wildcat "  company,  or 
rather  a  conservative  small  company  operating  "  wildcat "  territory. 
It  has  some  small  acreage  in  Wyoming;  it  raised  $35^000  by  the  sale 
of  stock ;  it  started  in  last  July ;  it  has  purchased  a  rig. 
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It  has  Hot  been  able  yet,  Mr.  Chairman  and  members  of  the  com- 
mittee, to  get  that  rig  up,  on  account  of  conditions  prevailing  with 
relation  to  the  freight  congestion  and  other  things.  They  have 
bought  a  rig,  though,  and  they  have  issued  a  prospectus  showing 
that  they  have  some  half  dozen  claims,  and  they  have  sold  their 
stock  upon  the  strength  of  having  the  right  to  develop  that  half 
dozen  claims,  and  they  have  their  equipment  ready  to  do  the  work. 
Now,  if  you  pass  this  bill  without  a  proper  saving  clause  in  it,  you 
are  not  going  to  permit  them  to  do  anything,  because  under  the  con- 
struction given  the  language  of  the  Pickett  Act,  which  is  the  same 
language  in  your  bill,  you  will  cut  these  people  off  from  the  right  to 
do  anything,  because  they  haven't  their  rig  up  yet  and  they  are  not 
able  to  get  it  up. 

I  submit  in  all  fairness  that  that  class  of  people  ought  to  have  pro- 
tection. And  I  want  to  say  that  the  number  of  those  people  are 
legion  in  our  country.  I  would  say,  conservatively  speaking,  that 
there  are  over  100,000  stockholders  of  companies  of  that  kind  that 
will  be  affected  by  this  legislation. 

Now,  it  has  been  said, "  Well,  you  have  your  legal  rights,  why  don't 
you  go  and  get  them?  Do  you  want  something  more  than  your  legal 
rights?"  I  say,  gentlemen,  that  if  it  is  necessary  to  protect  these 
people,  and  they  are  not  protected  by  getting  their  strict  legal  rights, 
I  say  yes,  we  want  more  than  our  strict  legal  rights,  if  that  is  true. 
I  want  that  class  of  people  protected  as  they  ought  to  be  protected. 

It  has  been  said  that  the  Government  has  acquired  by  these  with- 
drawals all  the  rights  of  an  adverse  locator.  I  can  not  subscribe  to 
that  doctrine.  I  do  not  believe  it  is  either  fair  or  legal,  because,  in 
the  first  place,  the  Government  for  a  gi*eat  many  years,  as  a  pro: 
prietor,  has  held  out  an  invitation  to  people  to  go  upon  the  public 
domain  and  to  develop  it:  it  owes  some  faith  to  the  locator  that  is 
higher  and  somewhat  different  than  is  owed  to  him  by  a  third  party, 
who  does  not  occupy  the  same  relation  toward  him.  It  has  never 
been  the  policy  of  the  Government  to  insist  upon  a  forfeiture,  to 
insist  upon  work  being  done  within  a  certain  time;  so  far  as  the  Gov- 
ernment is  concerned,  that  has  never  been  its  policy.  The  laws  re- 
quire assessment  work  of  $100  a  year  on  mining  claims,  but  if  a  man 
doesn't  do  it  his  claim  does  not  become  forfeited  to  the  Government. 
It  only  makes  the  claim  open  to  location  by  a  third  party.  The  Gov- 
ernment has  never  insisted  upon  taking  the  claim  from  him  simply 
because  he  did  not  do  his  $100  worth  of  work.  It  has  never  insisted 
that  he  should  make  discovery  first  and  staking  afterwards,  or  vice 
versa.  It  has  only  insisted  that  as  against  third  parties  he  must  do 
certain  things  in  a  certain  manner  and  within  a  certain  time. 

Now,  let  me  say  to  you  that  if  these  withdrawal  orders  give  all 
the  rights  of  an  adverse  locator  to  the  Government,  and  a  man  had 
not  done  his  assessment  work  for  the  year  previous-to  a  withdrawal, 
the  withdrawal  act  would  operate  to  take  that  claim  away  from  him, 
and  it  would  thereby  become  the  property  of  the  Government.  I 
say,  I  do  not  believe  that  that  is  the  result  of  the  withdrawal.  I 
still  think  that  under  the  law  that  man  is  entitled  to  that  claim,  and 
that  he  could  go  on  even  after  the  withdrawal  and  perform  his 
assessment  work  and  hold  his  claim.  If  I  am  correct  in  that,  I  say, 
gentlemen^  that  the  withdrawal  order  does  not  operate  to  give  the 
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Government  the  same  rights  as  an  adverse  locator.  And  I  do  not 
think,  if  it  did,  the  order  should  be  so  construed.  If  this  was  a  con- 
test between  individuals,  we  could  go  into  a  court  of  law  and  \ro 
could  plead  laches  .and  estoppel  apamst  the  opposite  party,  and  wo 
would  have  our  rights  protected.  We  are  in  the  only  court  we  kno^ 
of  that  has  jurisdiction  to  determine  these  matters,  and  we  ask  of 
this  court  to  apply  the  doctrine  of  laches,  of  estoppel,  of  fairness, 
and  even  go  beyond  and  do  what  former  Congresses  have  done— 
recognize  equities  and  rights  that  have  been  built  up  in  good  faith. 
I  can  not  close  what  I  have  to  say  without  adverting  to  a  fact  which 
seems  to  be  prevalent  in  some  quarters,  but  which  I  very  much  dis- 
like to  see. 

Some  people  have  entertained  the  idea  that  a  great  deal  of  our 
mineral  land  has  been  fraudulently  taken,  and  that  for  that  reason 
this  law  ought  to  be  changed.  I  want  to  say  in  this  connection  that 
it  is  not  the  fault  of  the  law  that  fraud  has  been  practiced  where 
it  has  been  practiced.  It  is  not  at  all  the  fault  of  this  law  that  is 
on  the  statute  books  to-day,  and  that  law  ought  not  to  be  blamed 
for  the  frauds  that  have  6ecn  perpetrated.  And  those  frauds,  let 
me  say,  that  were  perpetrated  and  which  are  in  the  minds<.  I  be- 
lieve, of  the  people  of  this  country,  arc  those  that  were  perpetrated 
40  and  60  years  ago ;  not  by  western  men,  but  by  large  corporations 
formed  in  the  East  to  take  up  timber  lands.  They  were  the  ones 
who  through  their  dummy  entrymen  came  into  our  fair  domain  and 
took  up  the  lands  by  fraudulent  entry.  That  is  how  the  idea  first 
became  prevalent  that  fraud  had  been  practiced  in  the  taking  up 
of  these  lands.  These  companies  also  tcok  up  some  of  the  coal  lands. 
Now,  why  were  they  permitted  to  do  it?  If  the  Department  of  Jus- 
tice had  been  as  vigilant  then  in  the  prosecution  of  fraud  as,  shall 
I  say,  it  is  overvigilant  to-day,  these  frauds  would  not  have  occurred. 
And  this  law  can  not  be  blamed,  Mr.  Chairman,  for  the  perpetration 
of  frauds  that  have  been  committed  under  it.  It  ought  not  to  be 
blamed. 

Mr.  Taylor.  Has  there  been  any  appreciable  amount  of  fraud  in 
Colorado  or  Wyoming  during  the  last  few  years? 

Mr.  Barnett.  In  the  last  few  years,  Mr.  Chairman,  I  know  of  no 
frauds  that  have  been  committed.  These  arc  all  ancient  fniuds. 
perpetrated  by  people  when  the  executive  departments  of  this  coun- 
try were  not  doing  their  duty.  I  will  say  that  they  are  now.  Thej 
are  vigilant.  They  are  overvigilant.  And  I  want  to  say  this,  that 
I  have  nothing  but  the  very  highest  respect  and  commendation  for 
the  Department  of  Justice  for  pursuing  what  they  believe  to  be  their 
duty.  The  attorneys  of  that  department  occupy  the  positions  of 
lawyers  for  the  Government  of  the  United  States.  They  do  not 
occupy  any  judicial  position.  I  was  attorney  general  of  a  State. 
and  1  conceive  that  there  was  not  much  difference  between  my  duties 
as  such,  and  the  duties  of  the  Attorney  General  of  the  Nation.  AnJ 
while  I  was  attorney  general,  I  was  as  vigilant  as  I  could  be  to  pro- 
tect the  interests  of  the  State.  1  deemed  myself  the  lawyer  for  the 
State,  and  I  sometimes  went  further  than  I  felt  in  my  own  mind  I 
really  should  go  in  protecting  the  State's  interests. 

And  so  we  find  the  lawyers  of  the  Department  of  Justice  on  the 
one  side,  arguing  as  advocates  for  the  rights  of  the  Government: 
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we  are  here  on  the  other  perhaps,  arguing  for  what  we  conceive  to 
be  our  rights.  We  may  ask  for  more  than  we  are  entitled  to.  On 
the  other  hand,  there  is  no  more  reason  for  believing  that  we  would 
do  that,  than  that  these  lawyers  for  the  Government  will  do  that. 
But  we  have  a  department,  a  judicial  department  of  the  Govern- 
ment, that  is  supposed  to  pass  upon  and  determine  the  rights  of  the 
people  on  the  public  domain  as  against  the  Government.  That  de- 
partment is  charged  by  law  with  that  duty,  and  yet  we  find  that 
that  department  has  not  been  quite  able  to  perform  its  duty.  It  has 
not  been  quite  able  to  exercise  its  own  judgment  upon  the  rights,  the 
respective  rights  of  the  locator  and  the  Government.  There  is  a 
coalition  of  effort  here  between  departments,  which  is  natural,  and 
there  is  respect  and  consideration  of  one  for  the  other.  Sometimes 
I  fear  the  situation  operates  to  the  detriment  of  some  people  under 
certain  conditions.  I  will  not  discuss  that  matter,  because  it  is  one 
that  is  familiar  to  the  members  of  this  committee. 

I  am  here  trying  this  case  and  the  rights  of  the  people  that  I 
represent  before  this  jury,  and  I  want  this  jury  to  pass  upon  these 
rights.  This  jury  has  had  the  opportunity  of  seeing  the  witnesses 
here,  of  hearing  them  testify,  of  hearing  the  facts  at  first  hand ;  and, 
as  you  all  know,  there  is  a  salutary  rule  of  instructions  that  governs 
courts  and  which  prevails  all  through  our  judicial  system.  It  is 
that  because  the  lower  court  has  had  the  opportunity  of  seeing  the 
witnesses,  of  hearing  them,  of  finding  out  the  facts  first  hand,  and  of 
better  deciding  the  case  than  the  Supreme  Court  that  the  higher 
court  will  only  review  technical  matters  of  law.  We  want  you  to 
decide  this  case.  I  believe  you  will  do  it.  We  think  that  the  Depart- 
ment of  Justice  is  inherently  incapable  of  passing  upon  our  rights 
as  a  judicial  proposition.  We  think  the  Department  of  the  Navy  is 
incapable,  and  we  have  the  highest  respect  for  the  gentlemen  at  the 
heads  of  these  departments.  They  are  both  able  men  and  have 
demonstrated  their  great  ability  in  their  respective  lines;  but  we 
feel  that  because  of  their  isolation  from  our  situations,  from  their 
lack  of  intimate  knowledge  of  all  the  facts,  that  the  Secretary  of  the 
Interior  acquires  by  long  years  of  contact  with  these  men  that  they 
are  incapable  of  doing  justice  and  that  the  Secretary  of  the  Interior 
is  better  able  by  far  than  these  other  men  to  determine  what  is  riglit 
and  what  is  just  and  proper.  And  we  believe  above  all  that  you  men 
who  sit  around  this  table  will  be  better  able  than  all  of  them  put 
together  to  determine  what  our  rights  should  ultimately  be. 

Mr.  Taylor  (in  the  chair).  Mr.  Barnett,  do  you  care  at  this  time 
to  go  into  a  detailed  description  or  reference  on  behalf  of  the  various 
interests  in  the  West  as  to  what  amendments,  if  any,  they  think 
ought  to  be  made  in  this  House  bill? 

Mr.  Barnett.  I  will  say  now,  Mr.  Chairman,  that  wo  have  had 
some  subcommittees  at  work  upon  the  various  amendments  to  the 
bill.  I  understand  that  the  subcommittees  have  agreed  upon  some 
amendments  that  they  will  offer  through  the  general  committee  and 
they  will  be  presented  in  concrete  form. 

I  want  to  say  in  regard  to  those  amendments  and  to  the  people 
who  have  been  busy  in  working  upon  them  that  they  do  not  alto- 
gether represent  what  most  of  the  members  think  they  should  have. 
And  I  want  to  say  to  you  that  we  have  deliberated  faithfully  and 
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with  moderation  in  framing  these  amendments  so  as  to  make  it  pos- 
sible to  get  this  legislation.  We  may  have  framed  them  so  they  will 
call  for  more  than  you  think  we  should  have,  but  where  there  has 
been  any  difference  existing  it  is  as  to  whether  we  ought  to  come  out 
and  ask  exactly  what  we  in  our  own  conscience  and  mind  believe  we 
ought  to  have,  or  whether  we  ought  to  ask  for  that  which  we  think 
we  can  get.  I  think  there  is  some  of  that  feeling  in  the  minds  of 
this  committee,  as  to  whether  they  ought  to  refer  a  bill  back  to  Con- 
gress and  recommend  one  that  they  honestly  believe  ought  to  pass,  or 
whether  they  ought  to  recommend  one  that  they  think  will  pass  when 
it  gets  over  there. 

Mr.  Lenroot.  What  do  you  think  about  that? 

Mr.  Barnett.  I  do  not  know  what  the  practice  is,  Mr.  Lenroot,  in 
Congress  as  to  that  matter.  I  would  not  pretend  to  say.  I  would 
feel,  Mr.  Lenroot,  if  I  were  a  member  of  the  committee,  like  saying 
that  I  would  recommend,  after  agreeing  with  the  committee — one 
with  the  other — the  fair  and  joint  views  of  the  committee.  I  would 
recommend  that  view  to  the  House.  I  do  not  think  I  would  attempt 
to  anticipate  what  the  action  of  the  House  would  be,  because  I  might 
be  altogether  wrong.  I  would  say,  probably,  that  one  member  of 
this  committee  will  have  one  view  and  some  other  member  another, 
but  the  compromise  of  those  views,  in  my  judgment,  ought  to  be  evi- 
denced by  the  bill  that  you  recommend.  That  would  be  my  view  of 
it.  I  don't  know  what  your  practice  is;  perhaps  it  is  better  the  other 
way. 

Mr.  Raker.  Have  you  any  authorities  on  the  question  that  you  say 
the  department  or  the  courts  have  held  that  the  withdrawal  puts  the 
Government  in  the  same  position  as  an  adverse  claimant? 

Mr.  Barnett.  No. 

Mr.  Kaker.  You  have  found  none  to  that  effect  ? 

Mr.  Barnett.  No;  but  I  have  heard  it  arguel  that  it  did.  I  want 
to  say  one  thing  in  addition  on  this  particular  matter,  while  I  think 
of  it — and  I  think  it  is  pertinent  and  proper  for  the  consideration  of 
this  committee — that  the  language  of  the  Pickett  Act  and  the  lan- 
guage of  the  Taft  Withdrawal  Act,  which  has  been  construed  by  the 
courts,  and  to  a  certain  extent  in  the  House  bill,  has  had  a  very  defi- 
nite meaning  put  on  it,  and  I  think  that  that  language  as  it  is  con- 
strued now  by  the  courts  is  different  from  the  construction  that  has 
been  placed  previously  upon  the  law  by  the  courts — at  least  by  the 
local  courts — that  is,  the  law  as  to  what  was  necessary  for  a  man  to 
do  in  order  to  hold  his  claim  prior  to  discovery  under  the  doctrine 
of  possession  and  location.  I  think  that  the  language  in  the  Pickett 
bill,  as  it  is  construed,  has  gone  further,  much  further,  than  was  re- 
quired under  previous  law  and  the  local  rules  and  regulations  of 
miners  and  the  local  court  decisions. 

I  want  to  point  out  to  you  gentlemen  and  Miss  Rankin  this  fact, 
that  our  local  people,  when  they  go  onto  a  piece  of  public  domain  to 
make  a  location  and  to  hold  it  are  influenced  mucn  more  by  what 
their  neighbors  think  is  necessary,  by  what  has  been  the  custom  and 
practice  in  their  immediate  locality,  and  by  the  rules  and  decisions  of 
their  local  courts,  than  they  are  by  anything  else.  They  know  more 
about  them.  They  are  brought  up  in  the  atmosphere  of  them.  That 
situation  calls,  I  think,  for  your  very  earnest  and,  I  hope,  favorable 
consideration. 
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State  statutes  in  regard  to  these  matters  are,  so  far  as  the  Govern- 
ment is  concerned,  merely  i-ules  and  regulations.  We  have  a  statute 
in  Wyoming  that  requires  a  man  to  do  annual  assessment  work,  and 
anything  is  counted  annual  assessment  work  that  shows  an  inten- 
tion to  hold  the  claim.  They  do  not  have  to  develop  the  claim  by 
assessment  work  under  the  statutes  of  Wyoming.  The  locator  may 
spend  $100  in  any  way  that  shows  his  intention  in  good  faith  to 
hold  the  claim  and  he  is  entitled  under  the  laws  of  Wyoming  to 
keep  that  claim  by  doing  that  kind  of  work.  Now,  you  can  readily 
appreciate  that  miners  and  people  who  have  lived  under  statutes 
of  that  kind  and  who  are  required  to  do  the  things  oidy  that  show 
good  intention  are  apt  to  believe  with  respect  to  everything^  that 
good  intention  and  the  doing  of  those  things  that  show  good  inten- 
tion are  sufficient  to  hold  their  claims. 

Mr.  Elston.  Who  is  gointt  to  present  the  Wyoming  amendments  t 

Mr.  Barnstt.  They  will  be  presented  when  the  whole  committee 
gets  together. 

Mr.  Elston.  That  will  be  a  day  or  two  yet? 

Mr.  Barnett.  That  will  be  a  day  or  two  yet. 

I  want  to  say  this,  that  so  far  as  this  remedial  legislation  is  con- 
cerned it  was  stated  by  Senator  Clark — ^and  I  want  to  emphasize 
it — ^tfaat  the  Senate  has  adopted  a  line  of  policy,  that  the  House  has 
adopted  a  line  of  policy,  and,  so  far  as  I  can  see,  that  line  of  policy 
is  identically  the  same,  Mr.  Chairman,  in  both  the  House  bill  and 
the  Senate  bill.  It  differs  only  in  extent.  I  therefore  feel  free  to 
express  the  hope  that  the  House  will  not  depart  from  its  already 
expressed  views  upon  that  question  and  adopt  something  different 
in  this  House  bill.  And  I  express  that  hope  for  several  reasons. 
One  is  that  if  you  adhere  to  the  same  plan  in  both  the  House  and 
Senate  bills,  my  jud^ent  is  that  it  will  be  much  easier  for  the  con- 
ference committee — ^if  there  should  be  one  on  this  bill — to  agree  and 
get  together.  And  I  hope  vou  will  get  together,  because  our  people 
in  the  VTest  want  this  legislation.  I  think  they  not  only  want  it  out 
there,  but  they  want  it  all  over  the  country.  We  want  more  oil  in 
Wyoming,  because  conditions  are  very  bad  in  the  States  that  are 
being  supplied  by  Wyoming.  There  are  9  or  10  of  those  States, 
and,  of  course,  as  an  economic  proportion,  it  is  better  to  supply 
those  States  from  Wyoming  than  irom  the  midcontinent  field  or 
from  the  West  or  the  East  or  some  other  place. 

When  I  left  Colorado  they  were  hauling  fuel  oil  from  Oklahoma 
to  Wyoming  to  supply  the  demand  there.  That  condition  ought  not 
to  be.  There  is  enough  crude  oil  there,  and  one  of  the  first  things 
T  did  when  I  came  down  here  was  to  go  to  the  Navy  Department, 
and  I  saw  Commander  Wright.  I  said  to  him,  "You  have  a  small 
teapot  dome  in  Wyoming  a(^*acent  to  the  Midwest  Befining  Co.  and 
it  is  capable  of  producing  oil.  We  are  short  of  oil  up  there.  The 
railroads  haven't  enough  to  keep  them  three  dajs  in  advance.''  And 
T  proposed,  on  behalf  of  that  company,  that  in  the  interest  of  the 
best  welfare  of  the  country  that  we  go  ahead  and  drill — ^we  have 
some  pipe  lines  there,  we  have  some  casing  and  some  rigs,  and  so  on — 
and  I  told  him  we  should  be  very  glaa  to  drill  that  ground  and 
take  the  crude  oil  and  arrange  to  exchange  for  that  crude  oil,  fuel 
oil  on  the  seaboard  where  the  Navy  can  use  it.    I  was  told  by  Com- 
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mander  Wright  that  they  didn't  care  to  entertain  such  a  proposition 
at  all;  that  the  Navy  proposed  and  desired  to  hold  that  oil  in  re- 
serve.   So  that  ended  our  conversation  in  regard  to  that. 

But  we  do  need  oil  up  there,  and  we  can  only  get  it — ^that  is,  so 
far  as  immediate  oil  is  concerned — from  the  development  planned 
at  the  present  time,  and  I  hope  that  m  whatever  legislation  you 
enact  you  will  not  disturb  the  very  comprehensive  plan  of  develop- 
ment that  is  already  established  and  which  is  necessary  to  be  con- 
tinued in  order  to  get  this  oil. 

Mr.  Taylor.  Mr.  BametL  do  you  think  the  language  in  the  closing 
lines  of  section  31  of  the  House  bill,  in  view  of  the  rulings  of  the 
Interior  Department,  is  sufficient  to  do  what  the  conunittee  evidently 
intended  to  do ;  that  is,  to  protect  the  initiated  rights  in  good  f aih  of 
the  people  on  the  ground? 

Mr.  Barnett.  Well,  I  do  not  believe,  Mr.  Taylor,  that  the  language 
in  that  part  of  the  bill  will  protect  the  people  who  have  locatei 
upon  the  public  domain  that  has  not  been  withdrawn,  and  who  are 
in  the  position  that  I  tell  you  most  of  them  are.  And  I  say  that 
because  I  think  the  language  in  section  31  will  be  given  the  same 
construction  by  the  courts  as  the  language  in  the  Pickett  bill  and  the 
language  in  the  Taf  t  withdrawal  order,  which  I  think  is  too  strict  a 
construction  and  ought  to  be  liberalized  in  this  legislation. 

Mr.  Lenroot.  If  that  w^as  the  intentiton  of  the  committee,  you 
think  it  expresses  that  intention? 

Mr.  Barnett.  I  think  so. 

Mr.  Taylor.  You  think  that  language,  the  way  it  would  probably 
be  construed,  would  give  no  credit  for  a  large  amount  of  work  and 
expenditure  done  in  good  faith  by  these  locators  or  squatters  on  the 
the  unwithdrawn  public  domain? 

Mr.  Barnett.  Yes ;  I  think  that  it  would  not  protect  those  people. 
I  think  if  we  take  the  locator's  right  where  we  find  them  to-day— 
those  who  have  made  locations  in  good  faith  and  who  have  expended 
money  upon  them  in  good  faith,  whether  they  are  at  the  time  of  the 
passage  of  this  act  duigentl]^  prosecuting  work  or  not — and  we  say 
to  them,  "  You  have  located  in  good  faith ;  you  have  spent  a  certain 
amount  of  money ;  and  we  are  going  to  let  you  go  on  for  a  reasonable 
length  of  time  and  complete  your  discovery,  because  we  think  vou 
are  entitled  to  go  on" — ^I  think  if  you  could  use  some  language  like 
"  without  unreasonable  delay  " — ^I  think  that  would  be  the  equitable 
and  proper  thing  for  this  committee  and  Congress  to  do.  I  do  not 
think  that  is  asking  too  much.  And  I  do  not  think  anybody  would 
be  hurt,  because  I  will  tell  you  the  natural  laws  of  nature  will  take 
ciare  of  nine  hundred  and  ninety-nine  out  of  every  thousand  of  these 
locations.    They  probably  won't  find  anything  in  them  at  all. 

Mr.  Tatlor.  If  we  give  the  bona  fide  squatter  two  years  to  go 
ahead  and  find  oil  if  he  can,  you  think  that  those  who  succeeded  in 
finding  it  would  go  ahead  and  protect  their  rights,  while  the  ninety- 
nine  out  of  a  hundred  of  them  who  would  find  nothing  would  have 
an  opportunity  to  spend  their  money,  go  broke,  and  clear  out? 

'  Mr.  Barnett.  Yes,  sir ;  and,  Mr.  Taylor,  it  would  do  niore  than 
anything  else  to  carry  out  the  very  express  purpose  of  this  bill,  to 
promote  and  encourage  the  production  of  oil,  and  it  would  not  hurt 
a  living  soul  in  the  world  and  would  be  the  cause  of  speeding  up 
this  work,  the  drilling  of  this  land. 
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Mr.  Taylor.  What  would  you  say  about  the  time — say  giving  them 
two  years  within  which  to  find  oil  ^ 

Mr.  Barnett.  I  think  the  committee  will  express  its  view  upon 
that  in  the  amendment  it  will  offer.  I  think  whatever  this  committee 
w411  say  is  a  reasonable  time  will  be  accepted.  Some  of  us  may 
perhaps  ask  more  than  you  think  we  are  entitled  to,  but  wo  will 
only  ask  what  we  think  we  are  entitled  to. 

The  Chairman.  Are  there  any  further  questions,  gentlemen  i 

Mr.  Lenroot,  Mr.  Barnett,  you  have  expressed  the  opinion  that 
the  rule  of  diligence  laid  down  in  the  Pickett  bill  is  not  strictly 
within  the  rule  under  which  the  placer  law  has  heretofore  been  con- 
strued by  the  courts.  If  you  have  any  authorities  on  that.  I  would 
be  very  glad  if  you  would  furnish  them  to  the  committee.  '^ 

Mr.  Barnett.  I  think  there  are  some  local  authorities  in  Colorado, 

Mr.  Lenroot.  That  is  prior  to  discovery,  of  course. 

Mr.  Barnett.  That  is  prior  to  discovery.  There  is  one  case — the 
case  of  Hansen  against  Craig,  161  Federal — that  deals  with  that  to 
this  extent  only :  I  don't  know  what  the  facts  were ;  but  there,  prior 
to  discovery,  a  man  left  his  claim  and  went  away  to  get  tools  and 
supplies ;  and  while  he  was  gone,  another  located  over  him.  He  had 
not  yet  made  his  discovery.  He  brought  action  to  eject,  and  the 
court  ejected  the  intermediate  locator,  saying  that  absence  from  the 
claim  for  the  purpose  of  getting  supplies  and  tools  was  not  such  a 
suspension  of  nis  prosecution  of  work  as  would  cause  him  to  lose 
his  right  of  possession,  and  they  restored  it  to  him. 

Mr.  Lenroot.  Let  me  ask  you  right  there,  has  any  court  held 
otherwise,  under  the  Pickett  Act? 

Mr.  Barnett.  Yes ;  I  think  so. 

Mr.  Lenroot.  In  what  case? 

Mr.  Barnett.  I  think  the  Department  of  the  Interior  in  the  Mid- 
way oil  case. 

Mr.  Lenroot.  Absence  for  the  purpose  of  getting  supplies,  and 
the  man  had  adequate  means  to  get  them  ? 

Mr.  Barnett.  Now,  you  inject  another  element,  and  I  was  coming 
to  that,  Mr.  Lenroot.  If  a  prospector  on  the  public  domain — and 
this  is  frequently  the  case  m  those  communities  out  there — goes 
out  and  makes  a  placer  location,  and  has  been  out  in  the  hills  for 
some  time,  as  most  prospectors  are,  and  he  stakes  his  claim  and  starts 
to  work,  and  runs  out  of  grub.  He  goes  back  to  town.  He  hasn't  a 
cent  and  hasn't  any  credit,  and  he  goes  around  among  his  friends  to 
get  a  little  more  money,  to  get  a  little  more  grub  to  go  up  there  and 
finish  that  work.  Do  you  think  there  is  any  court  in  that  country 
that  would  oust  him  from  his  claim  and  give  it  to  another  man? 
Never.  And  I  have  lived  in  the  West  and  I  know  what  the  courts 
will  rule  on  that. 

Mr.  Lenroot.  But  what  is  there  in  the  Pickett  Act  that  makes  a 
different  ruling  in  that  respect? 

Mr.  Barnett.  Well,  I  think  there  is  something  in  it,  as  it  has 
been  construed  that  would  take  that  claim  away  from  the  man  in 
that  position. 

Mr.  Lenroot.  It  is  all  a  question  of  due  diligence,  is  it  not? 

Mr.  Barnett.  Yes ;  but  it  depends  on  how  they  construe  it,  and  we 
don't  want  this  left  to  the  possibility  of  any  such  harsh  construction 
as  that.    I  don't  think  it  is  just  lior  fair.     That  is  my  view  of  it. 
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I  have  here,  Mr.  Chairman,  a  copy  of  a  letter  which  was  directed 
to  the  chairman  of  this  committee  b}]  Mr.  C.  F.  Clay,  chairman  of 
the  oil  chapter  of  the  Colorado  American  Mining  Congress,  express- 
ing his  views  upon  this  so-called  "  well "  amendment.  I  don't  know 
where  it  comes  from,  but  it  is  the  well  amendment.  This  letter  con- 
tains, I  think,  a  fair  exposition  of  our  views  with  regard  to  that 
amendment.  I  have  a  number  of  copies  for  the  members  of  the 
committee. 

Mr.  Tatlor.  Do  vou  want  to  insert  it  in  the  record  ? 

Mr.  Barnett.  I  would  like  to  have  a  copy  inserted  in  the  record. 

The  Chairman.  Without  objection  it  is  so  ordered. 

(The  paper  referred  to  follows:) 

Dknvkb,  Coijo., 

January  2 J,  lt*H<^ 
The  Ihm.  Scott  Fkrris, 

Chairman  Cotnmiitee  on  the  Pnbliv  jMitds, 

HouHe  of  Repreitentativcn,  Washington^  /).  C. 

I>KAR  Sib:  Our  chapter  Jh  greatly  Interestecl  in  the  general  provisioi»  of  the 
leashig  bill,  us  it  proposes  to  protect  locators  who  have  initiutecl  rights  under 
•existing  law  and  who  have  not  fully  perfected  them  and  as  It  relates  to  a 
general  system  of  laws  that  will  wisely  provide  for  the  leasing  or  other  dis- 
position of  our  public  lands  in  such  manner  as  to  secure  the  discovery,  deveiwp- 
meiit,  and  utilization  of  our  mineral  resources  without  waste  or  nioiM>poly. 

However,  as  those  who  are  seeking  relief  through  section  16  of  the  Senate 
bill  and  section  12  of  the  House  bill  represent  a  large  number  of  our  citianB 
who  really  discovered  the  oils  of  Salt  Creek  and  made  possible  the  present 
production  now  so  much  needed,  we  are  Interestwl  in  having  them  secure  Just 
and  adequate  relief.  That  relief  should  be  given  In  such  manner  ns  not  to 
curtail  present  production  and  if  possible  In  such  manner  as  to  stininlfite 
and  insure  the  increased  production  which  the  present  emergency  demands. 
In  this  regard  care  should  be  taken  to  disturb  as  little  as  pi>ssible  the  interest 
of  thousands  of  stockholders,  laborers,  and  busines  men  which  have  become 
interwoven  with  the  locator*s  interests. 

In  connection  with  the  foregoing,  my  attention  has  been  directed  to  a  prxh 
posed  amendment  to  the  oil  leasing  bill,  which  amendment  is  suggeste^l  as  a 
substitute  for  sections  16  and  17  of  the  Senate  bill. 

The  amendment,  as  I  view  it,  is  designe<l  to  give  relief  to  the  persons  wh* 
come  within  and  are  affected  by  the  provisions  of  those  sections  of  the  Senate 
bill.  The  relief  proposed  in  the  amendment,  and  to  which  I  desire  to  call  your 
attention,  is  provided  in  the  following  language:  "Shall  be  entitled  to  iea« 
from  the  United  States  any  producing  oil  or  gas  well  •  ♦  •  together  with 
an  area  of  land  sufficient  for  the  operation  thereof,  but  w^ithout  .the  right  to 
drill  any  other  or  additional  wells." 

From  the  fact  that  the  Senate  included  section  16  in  the  Senate  bill  w 
passed  by  that  body,  it  Is  clear  that  the  Senators  are  of  the  opinion  that  the 
persons  and  parties  coming  within  the  puniew  of  that  setrtlon  are  entitled  to 
favorable  consideration  and  relief  in  the  legislation  pending.  From  the  fur- 
ther fact  that  the  House,  in  what  is  known  as  the  Ferris  bill,  which  has 
twice  passed  that  body,  and  again  favorably  reporteii  at  that  session,  has 
provided  in  section  12  that  the  same  parties  Included  in  the  provisions  of 
sections  16  of  the  Senate  Tjill  shiill  have  relief,  it  is  equally  cleHr  that  the 
members  of  the  House  of  Representatives  are  of  the  opinion  that  such  parties 
are  entitleil  to  a  measure  of  relief  through  the  legislation  i)ending. 

Both  branches  of  Congress  and  the  executive  departments  having  to  tlo  with 
tlie  legislation  having  expressed  themselves  favorably  upon  the  question  of 
relief,  there  remains  only  for  determination  by  Congress  what  the  clmract** 
and  extent  of  that  relief  should  be. 

I  assume  that  the  Congress  desires  that  whatever  i*ellef  Is  granted  shall  I* 
of  a  practical  and  economic  nature  and  such  as  may  be  administered  without 
embarrassment  to  the  administrative  department  and  as  near  as  may  be  without 
economic  loss  or  waste  to  the  Government  or  claimant. 

In  the  Senate  and  House  bills,  to  which  I  have  referred,  I  note  the  char- 
acter of  the  relief  proposed,  while  differing  in  extent  is  of  the  same  nature, 
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and  I  am  of  the  opinion  that  Huch  relief  proposed  is  of  a  practical  and  satis- 
factory kind  and  will  be  found  easy  of  administration.  The  relief  suggested 
Id  the  proposed  amendment,  which  I  quoted  above,  to  my  mind  is  not  is 
not  of  such  practical  nature,  and  !f  enacted  into  legislation  will  prove  im- 
possible of  satisfactory  ndministratton  and  will  result  in  economic  loss  and 
waste,  both  to  the  Government  and  the  claimant,  for  the  following  reasons: 

The  question  of  leasing  by  the  Government  to  an  individual  a  producing  well, 
with  a  sufficient  acreage  around  it  on  which  to  operate  the  well,  which  neces- 
sarily infers  that  this  acreage  is  small.  Introduces  many  difficulties.  If  the 
area  is  to  be  chosen  as  a  circular  one,  the  boundaries  of  lands  leased  would 
not  accord  with  the  surveys  already  in  use  in  oil  fields,  which  are  rectangular 
In  character.  Such  a  method  would  create  irregular  areas,  with  curved 
boundaries  and  many  acute  angles,  subject  to  severe  drainage  by  owners  of 
adjoining  lands,  and  therefore  precludes  an  equitable  extraction  of  oil  by 
the  various  property  owners  from  their  respective  lands.  Furthermore,  this 
arrangement  of  property  boundaries,  if  carried  out,  would  disarrange  established 
methods  of  oil  poduction,  resulting  not  only  in  unfair  drainage  of  oil  to  the 
various  operators  but  a  decided  loss  in  the  ultimate  recovery. 

The  method  of  leasing  a  small  tract  of  this  character  surrounding  an  iso- 
lated producing  well  would  also  permit  of  an  unfair  number  of  offset  wells 
to  be  drilled  around  the  original  well,  therefore  reducing  its  production  from 
40  to  60  per  cent,  depending  upon  the  conditions.  This  would  permit  of  the 
Ifltter  offset  wells  drawing  oil  which  had  been  conceded,  by  leasing  to  the 
claimant,  as  rightfully  belonging  to  the  owner  of  the  original  well.  The  smaller 
the  area  the  greater  the  abuses  of  this  character  would  be. 

The  plan  of  leasing  a  producing  well  with  a  small  rectangular  area  surround- 
ing it  would  accord  with  the  present  rectangular  system  of  surveys  already 
establishdd  in  the  producing  oil  fields,  and  thereby  produce  less  complex  and 
irregular  property  boundaries,  but  this  method  would  carry  with  it  some  of  the- 
same  objectionable  and  damaging  offset  features  cited  above  in  the  case  of  the 
small  circular>8haped  area. 

The  leasing  of  a  small  rectangular-shaped  area  surrounding  a  well  would 
bring  about  a  condition  similar  to  what  is  known  as  the  "  town-lot  proposi- 
tion," familiar  to  all  operators  in  many  of  the  western  fields.  It  has  been 
demonstrated  by  actual  practice  that  where  oil  is  found  to  underlie  land  that 
has  been  previously  subdivided  into  town  lots,  and,  therefore,  passed  to  various 
ownerships,  an  unusually  large  number  of  wells  are  drilled,  many  more  than 
are  necessary,  to  extract  the  oil  from  the  ground.  This  condition  has  resulted 
in  every  case  in  the  robbing  of  the  oil  of  one  well  by  another  and  the  very 
rapid  decline  of  the  production  of  the  entire  district,  not  to  speak  of  the 
increased  cost  in  sinking  many  more  wells  than  were  necessary  to  take  the 
oil  out  and  the  very  bad  effect  produced  on  the  oil  deposit  itself  by  allowing 
the  gas  pressure  so  necessary  In  assisting  in  bringing  the  oil  to  the  surface, 
to  escape,  and  thereby  reduce  the  total  amount  of  the  oil  which  can  be  obtained 
from  the  Tand  in  question. 

The  position  of  the  producing  well  already  drilled  with  respect  to  whatever 
unit  is  decided  upon  is  also  a  matter  of  considerable  Importance,  as  this  well 
is  drilled  before  the  segregation  of  the  land  takes  place  and  its  location 
unalterably  fixed.  The  irregular  alignment  of  wells,  which  ofter  happens  in 
a  developed  field,  surrounded  by  their  corresponding  well  tracts,  where  these 
wells  and  their  tracts  occur  along  the  boundary  of  patented  land,  would 
result,  in  many  cases,  in  either  giving  the  operator  on  patenteil  land  an  Increaseil 
drainage  area  not  belonging  to  him  or  result  in  the  uneconomical  drilling  of  a 
very  small  block  of  ground. 

It  is  the  unanimous  belief  of  all  technicians  with  whom  I  have  consulted 
that  small  ownerships  In  producing  oil  fields  do  not  result  in  economic  oper- 
ation; nor  do  they  make  for  the  maximum  recovery  of  the  oil  under  the 
ground.  This  opinion  Is  also  generally  held  by  practical  oil  engineers  and 
operators  now  engaged  in  the  producing  of  oil  throughout  the  western  fields. 

Briefly  summarizeil  the  foregoing  suggestions  are : 

1.  Circular  areas  not  In  accord  with  governmental  survey  system  result 
in  leaving  uneven,  irregular  crescent-shape<l  areas  Impossible  of  economical 
development,  consequent  waste  of  oil  content,  and  disarrangement  of  estab- 
lished oil  system  of  operations. 

2.  Small  rectangular  tracts  limited  to  a  single  well  on  each,  while  being  more 
in   accord   with   the  present   system   of   surveys,   afford    opportunity   for   oil 
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extraction  from  relief  claimant  by  neighboring  claimants  through   numerous 
surrounding  offset  wells. 

3.  Small  areas  of  any  sha{>e  closely  grouped  create  the  town-lot  situation 
thot  has  proven  disastrous  in  many  oil  fields  in  that  unnecessary  drilling  re- 
sults, entailing  loss  in  gas  pressure,  loss  in  oil  content,  and  great  waste  in 
material  and  labor. 

4.  Small  areas  either  circular  or  rectangular  in  shape  limited  to  a  siiigle 
well  on  each  tract  would  result  in  inequality  of  relief  to  relief  claimants  of 
the  same  class,  due  to  the  fact  that  wells  proposed  to  be  leased  are  dow 
drilled,  their  position  unalterably  fixed  with  relation  to  adjoining  property 
owned  and  occupied  by  parties  over  whom  the  Government  hjis  not  juris- 
diction to  control  their  operations. 

I  am  satisfied  that  the  statements  above  made  can  be  easily  verified  by  the 
technicians  of  the  Bureau  of  Mines  or  by  practical  oil  engineers  or  operiaton 
should  they  be  consulted  by  the  committee,  and  I  earnestly  and  respectfully 
suggest  that  the  committee  call  uiwn  the  Government  technicians  for  their 
views  on  these  matters. 

Very  truly,  yours,  C.  F.  Clay, 

Chairman  Oil  Chapter, 
Colorado  Ameri<'an  Mining  Congrcsi. 

This  letter  doe^  this — and  I  may  be  pardoned  for  making  this  sug- 
gestion— ^this  letter  suggests  that  as  to  that  amendment  and  its  im- 
practicability this  committee  secure  the  judgment  of  the  technicians 
of  the  Government.  And  I  would  like  to  add  my  word  of  suggestion 
to  that  same  thing,  that  if  you  are  giving  serious  consideration  to  this 
so-called  well  amendment,  that  you  get  the  views  of  the  men  in  the 
Geological  Survey  or  the  Department  of  Mines,  as  to  how  it  will 
work  out  in  the  situation  such  as  exists  in  the  oil  fields.  I  believe 
that  would  be  helpful  to  the  committee. 

The  Chairman.  You  understand  the  substitute  has  the  approval  of 
the  three  departments,  don't  you — ^the  Interior,  the  Navy,  and  the 
Department  of  Justice? 

Mr.  Barnett.  I  have  read  the  statement  in  the  report. 

The  Chairman.  Of  course  the  Bureau  of  Mines  and  the  Geological 
Survey  are  an  arm  of  the  Department  of  the  Interior. 

Mr.  Barnett.  I  imderstand,  but  I  would  like  to  have  the  techni- 
cians' view  on  the  practicability  of  the  working  out  of  that  amend- 
ment under  the  conditions  prevailing  in  these  fields.  I  think  that 
you  are  entitled  to  have  that.  You  are  legislating  here,  and  you 
are  entitled  to  know  just  how  it  will  work  out-  I  think  it  is  very 
important  that  you  have  it,  Mr.  Chairman.  I  know  that  the  de- 
partments have  recommended  this.  I  also  know  that  one  of  the 
departments,  at  least,  has  expressed  other  views  at  other  times. 

Mr.  Baker.  I  would  like  to  ask  a  question  here,  if  I  may  be  per- 
mitted. 

You  have  had  personal  experience  in  locating  and  carrying  on  to 
final  patent  placer-mining  claims,  as  the  law  relates  to  lode  as  well 
as  gravel  claims,  have  you  ? 

Mr.  Barnett.  Yes,  sir. 

Mr.  Raker.  And  you  have  also  had  experience  in  locating  and  car- 
rying on  to  patent  petroleum  claims — claims  for  oil? 

Mr.  Barnett.  I  never  carried  any  petroleum  claims  up  for  patent* 

Mr.  Baker.  You  never  got  through  the  patenting  of  a  petroleum 
claim  ? 

Mr.  Barnett.  No;  I  never  made  application  myself  personally. 
That  work  has  been  handled  by  other  persons,  and  I  personally  have 
had  no  direct  experience  with  the  patenting  of  oil  claims. 
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Mr.  Baker.  The  same  rules  and  regulations,  the  same  conditions 
on  the  ground  apply  to  the  placer-mining  claims  as  to  the  petroleum 
or  oil  claims,  do  they  not? 

Mr.  Barnett.  Yes,  sir;  and  being  familiar  with  one,  of  course  I 
know  the  requirements. 

Mr.  Haker.  You  knew  and  could  explain  how  it  would  apply  to 
the  oil  or  petroleum  claim  ? 

Mr.  Barnett.  Yes,  sir. 

Mr.  Eaker.  Have  you  made  any  examination  or  investigation  from 
the  public-land  States  as  to  the  approximate  number  of  petroleum 
claims  that  have  been  patented  from  the  beginning  up  to  the  present 
time  ? 

Mr.  Barnett.  I  have  not,  Mr.  Raker. 

Mr.  Raker.  Do  you  know  w^here  we  could  fi:et  that  ? 

Mr.  Barnett.  I  presume  in  the  General  Land  Office. 

Mr.  Raker.  Have  any  of  your  men  or  associates  here  gotten  that 
information? 

Mr.  Barnett.  I  think  you  can  get  it  from  the  Commissioner  of 
the  General  Land  Office  very  easily,  if  you  undertake  to  get  it. 

Mr.  Raker.  I  don't  know  how  the  rest  of  the  members  reel  about 
it,  but  I  would  like  to  have  it  go  into  the  record. 

The  Chairman.  I  think  we  can  get  that  from  Mr.  Finney. 

Mr.  Lenroot.  I  suggest  that  if  we  get  it,  we  get  it  from  the  com- 
missioner.   He  can  furnish  it. 

The  Chairman.  We  will  have  Mr.  Finney  bring  it  up  when  he 
comes. 

Mr.  Raker.  Has  there  been  any  construction  by  the  Land  De- 
partment or  by  the  courts  relative  to  the  act  extending  the  provisions 
of  the  placer-mining  law  to  petroleum  claims — any  particular  in- 
terpretation and  construction  of  that  act? 

Mr.  Barnettt.  I  don't  know.  Judge,  whether  there  has  been  of 
that  act  But  piermit  me  to  sav,  if  I  may — ^a  matter  that  slipped  my 
attention — I  think  it  would  be  very  helpful  to  this  committee  to 
consider  an  act  that  has  not  been  mentioned  here,  and  that  is  the 
act  of  1911.  . 

Mr.  Raker.  That  is  what  I  wanted,  in  addition  to  what  I  was 
going  to  call  your  attention  to  in  this.  I  wondered  whether  you  had 
made  any  examination  under  that  yourself,  or  anyone  of  your  com- 
mittee. 

Mr.  Barnett.  Well,  I  want  to  say  this  as  to  the  act  of  1911 :  That 
was  an  act  passed  by  Congress,  which  is,  I  take  it,  an  indication  of 
the  view  of  Congress,  which  authorizes  and  directs  the  Secretary  of 
the  Interior  to  permit  to  go  to  patent  a  claim  located  by  eight  people 
and  which  has  been  conveyed  to  another  person  or  corporation  prior 
to  discovery.  I  speak  of  that  particular  act  because  the  Congress 
by  the  act  recognized  that  a  claim  before  discovery  could  have  a 
very  real  property  existance,  and  such  as  permitted  it  to  be  con- 
veyed as  property.  Not  only  that.  Judge  Raker,  but  it  is  peculiar 
that  the  act  permitted  160  acres  to  be  taken  up  by  eight  people,  and 
before  discovery  be  conveyed  to  one  person,  and  that  one  person  per- 
mitted to  go  on  to  discovery  and  patent.  It  seems  to  have  knocked 
the  bottom  out  from  under  the  requirement  or  the  logic  of  the  law 
upon  which  the  association  of  eight  was  based. 
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The  Chairman.  What  court  held  that! 

Mr.  Babneit.  That  is  the  Congressional  act  of  1911. 

Mr.  Kaker.  Here  it  is : 

'^^•^9''^  '^^  protect  the  locators  In  good  faith  of  oil  and  caa  landa  who  shall  hi^n 
effected  an  actual  dUcoyen  of  oil  or  gas  on  the  public  lands  of  the  United  SUtei  or 
their  successors  In  Interest 

That  in  no  case  shall  patent  be  denied  to  or  for  any  lands  heretofore  located 
OP  claimed  under  the  mining  laws  of  the  United  States  containing  petroleum, 
min^al  oil,  or  gas  solely  because  of  any  transfer  or  assignment  th^-eof  or  of 
any  Interest  or  interests  therein  by  the  original  locator  or  locators,  or  any  of 
them,  to  any  qualified  persons  or  person,  or  corporation,  prior  to  discovery  of 
oil  or  gas  therein,  but  if  such  claim  is  in  all  other  respects  valid  and  regular, 
tmtent  therefor  not  exceeding  one  hundred  and  sixty  acres  In  any  one  claim 
shall  issue  to  the  holder  or  holders  thereof,  as  in  other  cases :  Provided,  hoto- 
ever.  That  such  lands  were  not  at  the  time  of  inception  of  development  on  or 
under  such  claim  withdrawn  from  mineral  entry. 

Approved,  March  2,  1911  (36  Stat,  1015). 

Now,  with  that  provision  in  mind,  I  want  to  read  the  act  of  Feb- 
ruary 11,  1897: 

AN  ACT  To  authorize  the  entry  and  patenting  of  lands  containing  petroleum  and  otb^r 
mineral  oils  under  the  placer  minnig  laws  of  the  United  States. 

That  any  person  authorized  to  enter  lands  under  the  mining  laws  of  the 
United  States  may  enter  and  obtain  patent  to  lands  containing  petroleum  or 
other  mineral  oils,  and  chiefly  valuable  therefor,  under  the  provisions  of  the 
laws  relating  to  placer  mineral  claims:  Provided,  That  lands  containing  such 
petroleum  or  other  mineral  oils  which  have  heretofore  been  filed  upon,  claimed 
or  improved  as  mineral,  but  not  yet  patented,  may  be  held  and  patented  und^* 
the  provisions  of  this  act  the  same  as  if  such  filing,  claim,  or  improvement  were 
subsequent  to  the  date  of  the  passage  hereof. 

Approved,  February  11,  1897  (29  Stat.,  526). 

Now,  Congress  having  been  advised  as  to  what  was  required  to  lo- 
cate a  placer  mining  claim,  and  then  what  was  required  to  locate  a 
petroleum  claim,  similar  to  a  placer  mining  claim,  wherein  patent 
oould  not  be  had  until  a  discovery — ^in  other  words,  a  ccMnmercial 
well,  as  is  held  now — ^how  oould  Congress  have  intended  that  a  man 
should  have  no  right  until  he  had  actually  discovered  a  commercial 
well,  when  they  passed  this  act? 

Mr.  Barnett.  I  don't  think  Congress  ever  intended  any  such 
thing.  It  was  some  of  the  higher  courts  that  applied  that  doctrine, 
and  the  Department  of  the  Interior.  I  don't  think  it  was  ever  in  the 
mind  of  Congress. 

Mr.  Raker.  What  I  was  getting  at  was,  take  the  two  acts  together 
and  the  practice,  whether  or  not  you  have  found  any  decisions,  either 
of  the  Land  Office  or  of  the  courts  that  have  held  that  although  an 
actual  commercial  well  had  not  been  developed,  that  by  virtue  of 
these  acts  and  the  custom  and  the  mining  laws  and  rules  and  regula- 
tions permitting  a  man  to  locate  the  lands,  to  stake  his  claim  and 
record  it,  to  develop  it  by  wells,  to  hold  possession,  to  have  title  and 
right  against  the  world,  except  the  United  States — ^whether  or  not 
by  those  acts  they  did  not  recognize  that  as  valid  and  simply  say. 
"  We  will  not  take  this  land  from  the  individual " — ^the  Government 
would  not — ^"  if  he  continues  and  eventually  discovers  and  develops 
a  commercial  oil  well "  ? 

Mr.  Barnett.  I  think  that  was  the  intention  of  Congress. 


OIL  LEASING  LANDB.  661 

Mr.  Kakbr.  Well  now.  if  that  was  the  intention,  whore  has  there 
lyeen  any  legislation  or  wnere  have  there  been  any  decisions  to  change 
that  theory  that  must  be  recognized  by  the  mining  men  to  have  been 
actually  in  existence? 

Mr.  BARHiErrr.  There  hasn't  been  any  legislation,  Judge.  There 
has  been  some  construction  by  the  courts  and  by  the  department; 
and  I  think  the  construction  is  different  from  what  was  in  the  mind 
of  Congress — although  I  suppose  they  tried  to  get  at  the  intent  from 
the  language.  But  it  may  be  that  those  cases  and  those  acts  you 
mention  were  not  urged  upon  the  consideration  of  the  mind  that 
made  the  construction;  because,  if  they  were,  I  don't  see  how  such 
strict  construction  could  have  been  placed  upon  the  language  of  the 
Pickett  act  nor  upon  the  language  of  the  Tart  withdrawal  order. 

I  want  to  call  your  attention.  Judge,  and  members  of  the  commit* 
tee,  to  the  tunnel  act  as  another  act  worthy  of  consideration  in  this 
connection. 

Mr.  Raker.  Relating  to  lode-mining  claims? 

Mr.  Barnett.  Yes.  That  act  provides  that  a  man  can  file  a  tunnel 
claim  and  can  have  all  of  the  undiscovered  veins  lying  within  8,000 
feet  of  the  mouth  of  the  tunnel  that  he  discovers  therein.  Then  it 
provides  that  any  cessation  of  work  for  a  period  of  six  months  shall 
operate  to  work  an  abandonment  of  those  rights.  Now  what  did 
Congress  mean  when  they  said  that  ?  Were  they  attempting  to  con- 
strue what  reasonable  diligence  was,  by  saying  when  a  man  would 
lose  his  rights  Congress  was  giving  him  rights  to  veins  3,000  feet 
l)eyond  the  mouth  of  the  tunnel — rights  way  beyond  what  a  man 
had  ever  had  before  on  the  public  domain  ?  Is  it  possible  Congress 
intended  to  give  a  man  with  a  tunnel  site  greater  rights  and  require 
of  him  less  diligence  than  it  required  of  a  surface  locator?  And  yet, 
it  fixes  a  period  of  six  months,  in  which  it  said  cessation  of  work  will 
work  abandonment.    I  think  that  is  worthy  of  consideration. 

Mr.  Raker.  Now,  in  regard  to  this  statute  of  March  2,  1911,  I 
don't  know  what  your  courts  have  held,  but  the  California  courts 
have  held  repeatedly  that  the  man  who  had  a  location  properly  re* 
corded  and  staked  and  was  working  his  claim  for  petroleum  had  a 
valid  property  right  which  was  transmittable  by  will  or  devise,  could 
be  sold  in  the  market,  or  otherwise  disposed  of ;  and  I  am  wondering 
how  all  of  that  property  could  exist  if,  as  a  matter  of  fact,  he  was  a 
trespasser  and  had  no  rights  or  no  claim? 

Mr.  Babnett.  I  have  often  wondered  at  the  same  thing. 

Mr.  Rakeb.  Now  let  me  ask  you  this  question,  and  I  wish  you 
would  take  just  a  few  moments  and  tell  to  the  committee  in  your  own 
way  just  what  eight  men  would  do  who  had  located  eight  claims  of 
160  acres  each  on  a  placer  mining  claim,  not  contiguous,  and  who 
proceed  to  patent  one  or  part  of  the  claims  or  all  of  them.  Can  you 
do  that  in  a  clear,  succinct  way  so  that  the  committee  may  see  just 
exactly  what  is  done  and  whether  or  not — now,  this  is  what  I  am 
trying  to  get  at — and  whether  or  not,  after  having  developed  one 
olaim  OP  two  claims,  it  is  the  custom  to  abandon  the  others  in  one  year, 
two  years,  or  three  years ;  and,  as  a  matter  of  fact,  large  quantities 
of  land  are  not  obtained,  although  they  may  start  out  with  160  acres 
and  be  bona  fide  residents  and  (qualified  to  make  entry  ? 

Mr.  Babketf.  You  are  speaking  now  of  the  gold-placer  claims? 


662  OIL  LEASING  LANDS. 

Mr.  Baker.  Well,  that  is  the  same  as  the  oil,  and  you  carried  th(^ 
to  patent. 

Now,  give  us  a  concrete  case. 

Mr.  Barnett.  Well,  suppose  here  are  eight  of  us,  and  we  go  and 
make  a  location  on  160  acres,  a  placer  claim,  by  putting  up  stakes, 
putting  up  notices  that  we,  by  virtue  of  a  prior  right  of  discovery 
and  location,  claim  this  piece  of  ground,  describing  it  on  the  notice. 
and  sign  our  names  to  it — or  one  of  us  can  act  as  the  agent  of  the 
others.  Then  we  go  out,  if  it  is  surface  ground,  and  we  put  a  stake 
on  every  corner,  according  to  the  legal  subdivision.  If  it  is  an  irregu- 
lar piece  of  ground  or  ground  that  has  not  been  surveyed,  we  go  ami 
put  a  stake  up  at  every  angle  of  the  claim,  and  we  mark  that  stake 
on  the  side  nearest  to  the  claim  with  the  name  of  the  claim.  Then  we 
go  ahead  and  sink  a  shaft  or  a  discovery  hole  down  to  a  certain  depth 
provided  by  the  statutes,  and  after  that  we 

Mr.  Baker.  Now,  don't  pass  over  that.  Where  do  you  sink  your 
holes? 

Mr.  Barnett.  We  sink  them  down  to  bedrock. 

Mr.  Baker.  But  you  have  got  eight  claims.  That  is  what  I  want 
you  to  get  before  the  committee. 

Mr.  Barnett.  We  generally  sink  them  at  the  point  of  discovery, 
where  we  post  the  notices. 

Mr.  Baker.  On  one  claim  or  eight  claims? 

Mr.  Barnett.  Oh,  on  each  one  of  the  eight  claims. 

Mr.  Baker.  Tell  what  is  done  on  each  claim. 

Mr.  Barnett.  Of  course,  we  have  to  do  that  on  each  and  every 
claim  that  we  locate.  We  have  got  to  have  discovery  work  on  each 
and  every  claim;  and  we  make  discovery  on  each  and  every  claim, 
and  we  sink  our  discovery  shaft — or  well,  if  it  is  an  oil  claim — on 
each  and  every  claim.  Then  after  sinking  the  shaft  and  exploring 
to  some  extent,  if  we  don't  find  any  oil  or  gold  we  generally  abandon 
it  and  go  on  with  the  claims  that  look  most  promising,  and  develop 
them.  And  if  they  are  placer  claims  we  generally  provide  a  com- 
prehensive scheme  to  work  them  all  with  one  hydraulic  outfit  or 
sluicing  device ;  or  if  they  are  lode  claims,  with  one  tunnel.  In  the 
high  mountain  country  you  have  to  have  a  number  of  claims  and 
you  have  to  spend  a  lot  of  money  to  get  proper  development  that 
will  be  profitable.  You  have  to  have  a  group  because  sometimes  you 
have  to  run  tunnels  3  or  4  miles  long  to  get  into  the  ore,  and 
you  encounter  all  kinds  of  difficult  weather  and  other  conditions  to 
do  that.  And  so  it  has  become  the  proper  way  to  develop  such 
ground,  by  uniting  claims,  working  to  a  common  end  under  a  general 
and  comprehensive  plan. 

After  you  have  made  your  discovery  on  your  claims  and  filed 
your  location  notices  you  can  go  on  and  do  $100  worth  of  work 
each  year  on  each  of  these  claims  and  hold  them.  That  will  give 
you  possessory  title.  After  you  have  done  $500  worth  of  work  on 
each  of  your  claims  you  can  then  apply  for  patent. 

Mr.  Taylor.  You  usually  make  an  annual  assessment  record  of 
that  work,  don't  you,  by  affidavit  filed  in  the  office  of  the  county 
clerk  and  recorder? 

Mr.  Barnett.  It  is  not  necessary,  but  you  can.  As  a  general  nile 
you  file  an  affidavit  of  labor  in  the  county  clerk's  office,  and  if  a 


OIL  LEASING   LANDS.  663 

locator  does  that  the  burden  of  proof  is  on  the  adverse  locator  to 
show  that  the  original  locator  didn't  do  his  work. 

Mr.  Raker.  And  then  you  file  your  application  in  the  Land  Office 
for  patent? 

Mr.  Barnett.  You  get  a  deputy  mineral  surveyor  and  he  applies 
for  ail  order  of  survey  from  the  surveyor  general  of  the  State  or  the 
district,  and  he  makes  the  showing  required  by  the  rules,  and  he  gets 
an  order  of  survey  which  directs  him  to  go  upon  the  land  and  make 
a  survey  as  required  by  the  Federal  laws  and  the  rules  of  the  de- 
partment. He  makes  his  survey,  puts  up  his  stakes,  and  marks  them 
accordinj^  to  the  rules  and  regulations  and  laws.  Following  that, 
application  for  patent  is  made  in  the  General  Land  Office. 

Mr.  Baker.  Ajid  then  a  notice  is  given  him? 

Mr.  Barnett.  That  is  granted  and  a  notice  is  sent  out  and  that  is 
put  upon  the  claim,  posted,  and  kept  posted  for  a  period  of  weeks— 
90  days — and  there  also  is  published  in  a  paper  that  same  notice; 
during  that  90  days  if  anybody  has  an  adverse  claim  or  desires  to 
assert  one,  he  gives  notice  of  it  in  the  Land  Department,  and  within 
30  days  thereafter  he  must  start  suit  in  the  district  court  or  some 
other  court  to  try  out  his  right  to  that  ground.  The  judgment  in 
that  case  is  conclusive  upon  the  land  office  as  between  these  two 
claimants  only.  The  Government  is  still  unaflfected  by  the  decision 
in  that  case  in  so  far  as  its  rights  of  determination  are  concerned. 
Then  the  local  land  office  passes  upon  the  matter  and  it  is  sent  up 
to  the  Commissioner  of  the  General  Land  Office. 

Mr.  Raker.  Then  you  have  your  evidence  that  you  have  done 
your  work,  and  all  that  ? 

Mr.  Barnett.  Yes. 

Mr.  Raker.  And  they  hear  evidence  and  they  pass  upon  it  and 
give  you  your  certificate,  and  it  then  comes  up  to  the  General  Land 
Office? 

Mr.  Barnett.  Yes,  sir. 

Mr.  Raker.  Does  that  same  thing  apply  to  each  one  of  the  eight 
claims? 

Mr.  Barnett.  Yes,  sir. 

Mr.  Raker.  If  you  fail  to  do  assessment  work  of  $100  each  year, 
or  fail  tg  continue  to  operate  each  one  of  them  effectively,  your 
claims  are  jumpable.  Or,  in  other  words,  another  man  can  enter 
in  at  the  beginning  of  the  next  year? 

Mr.  Barnett.  They  are  jumpable  by  a  third  partv,  but  they  are 
not  jumpable  by  the  Government.  I  don't  think  the  Government 
has  anv  right  to  jump  my  claim. 

Mr.  KakeiL  No;  I  admit  that. 

Mr.  Barnett.  But,  if  what  is  argued  for  the  withdrawal  order  is 
true,  it  really  is  a  jumping  of  my  claim  by  the  Government. 

Mr.  Raker.  But  what  I  am  trying  to  get  before  the  committee  is 
that  the  man  must  keep  at  work:  he  must  develop  his  claim;  he 
must  do  itr publicly ;  he  must  record  his  notice;  it  is  presented  in  the 
land  office;  it  is  presented  to  the  surveyor  general  on  all  eight 
claims,  and  if  at  any  time  he  finds  nothing  in  the  ground  he  can 
quit  and  it  is  open  to  anyone  else  for  exploration  and  discovery  when 
they  want  to. 

Ml*.  Barnett,  Yes,  sir. 
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ami  31  have  fome  in  with  a  «oi>d  lu-oUuction — all  in  .vt»ur  iuuntMliato  territory 
ami  under  conilitions  not  an  favorable  as  those  prevailing;  with  you,  in  m> 
opinion.  The  Salt  Creek  ont))ut  is  now  rated  at  about  20,0(K)  barrels  tlaily. 
witli  wells  capi:)e<l  by  the  (Joverniuent  whicli  could  easily  produce  half  apain  a< 
much  more.  Most  of  the  wells  flow  and  the  pumi)ers  are  easily  handled.  ThU 
is  by  far  the  largest  field  in  Wyoming  at  present  and  is  receiving  the  attention 
of  the  biggest  operators  in  this  country.  Y'our  proi)erty  is  surroundeil  by  l«i>*^ 
granted  to  the  General  Petroleum  Co.  of  California,  and  a  rig  is  now  reaidy  im 
spud  in  adjoining  your  proi)erty  on  the  east,  while  two  more  outfits  are  rwuly 
to  rig  up  adjoining  you  on  the  south  and  east.  This  is  regardetl  as  very  dmr 
ten'itory,  and  with  deveh)pment  your  proi>erty  should  come  into  large  i>n)- 
duction. 

Respectfully  submitted. 

W.  W.  KiRBY.  Field  Mawtgir. 

The  Chairman.  AVe  will  take  a  rece.ss  now  until  10  oVlock  to- 
morrow morning. 

(Whereupon,  at  1:^.15  o'clock  p.  m..  the  committee  recessed  until 
10  o'clock  a.  m.,  Wednesday,  February  '20,  1918.) 


Committer  on  Public  Lands, 

House  of  Repre8ENTati^"es, 
Wednesday^  Fehruary  W,  19JS. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  Avill  come  to  order.  You  may 
proceed,  Mr.  Kenehan. 

STATEMENT  OF  BOADT  EXNEHAN,  1464  WINONA  COTTBT, 

DENVEB,  COLO. 

Mr.  Kenehan.  Mr.  Chairman  and  membei's  of  the  committee,  1 
represent  no  faction,  no  party,  nor  no  one  but  niyself  and  my  asso- 
ciates. I  know  nothing  about  what  the  committee  from  Wyomin? 
or  the  committee  from  Colorado  or  any  other  committee  has  done. 

For  two  years  I  followed  the  Hayden  and  Dixon  map  to  make  a 
location  for  oil  in  southern  Colorado.  The  locations  that  I  made  are 
13  in  Baca  County,  G5  to  70  miles  from  the  town  of  Las  Anima.s  on 
the  Santa  Fe  Railroad. 

After  making  the  locations  and  studying  the  law  I  found  that  I 
had  upon  each  of  the  18  locations  to  put  down  a  10-foot  hole,  which 
is  the  most  ridiculous  thing  that  anyone  ever  thought  of  doing.  I 
found  the  softest  place  and  the  easiest  place  to  put  down  that  1<^- 
foot  hole.  Now%  what  is  the  sense  of  putting  down  a  ten-foot  hole  on 
an  oil  claim  where  you  expect  to  go  3.000  feet  to  get  oil?  That  i^ 
why  I  am  here  in  favor  of  the  leasmg  system,  and  the  sooner  we  get 
it  the  better  for  all. 

After  making  the  locations  and  goin^  over  the  land  to  see  whether 
I  was  inside  of  a  dome  or  outside  of  an  oil  dome,  or  where  I  was  sit- 
uated, the  first  thing  that  had  to  be  done  was  to  go  and  get  a  geolop- 
cal  man  to  make  a  report  and  locate  us.  After  that  we  got  a  sur- 
veyor to  survey  the  gi-ound  and  put  out  stakes.  There  are  seven  and 
myself  in  those  locations. 

After  it  was  surveyed  we  put  them  on  record.  When  on  i-ecord  I 
got  a  report  from  the  geological  expert — I  wasn't  satisfied  with  one 
or  two,  and  we  got  the  third  one.    Then  the  assessment  work  had  to 
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be  done,  and  in  doing  tliat  assessment  work,  a's  I  stated  before,  I 
picked  the  easiest  places  to  put  down  a  10- foot  hole. 

After  doing  that  I  found  I  had  no  title  or  right  to  the  land ;  that 
no  matter  what  I  did  another  party  or  a  company  could  come  in 
and  locate  alongside  of  me.  The  next  thing  I  found  out,  I  had  to 
build  a  road  through  a  rough  country  about  50  miles  if  I  wanted  to 
take  in  machinery  to  put  down  a  hole  to  test  the  land  to  know 
whether  or  not  there  was  oil  there  in  connnercial  quantities.  Then 
I  would  be  building  a  road  or  a  trail  for  somebody  else.  I  had  no 
title  to  the  land  as  yet. 

Finding  the  predicament  I  was  in.  I  wrote  a  letter  to  the  Secretary 
of  the  Interior  like  this : 

Denveb.  ("olo..  October  -J.  1017. 

Hon.  Fkanklin  K.  Lank, 

Secretary  of  the  Interior,  Washinffton,  J).  C. 

Sir:  I  luive  made  considerable  investlpUion  on  uiy  own  res|x»nsil)illt.v  and 
expense  and  eni|>loye<l  peoloirists  to  go  over  the  mutter  with  nie.  Jind  from  these 
Investipitlons  and  reixirts  from  the  geologists  I  am  of  the  oi)inlon  and  belief 
tliat  the  folIowinK-descri!»ed  lan<ls  contain  oil  and  are  valnable  for  that  pnrpose. 
to  wit : 

Sections,  or  p<irtions  thereof.  31  and  32  in  Tp.  20  S.,  It.  50  W. :  also  sections 
or  i)ortlons  of  sections  Nos.  5.  0,  7.  and  8  in  Tp.  30  S.,  R.  .">()  W.,  jilso  contain  oil. 
These  lands  are  in  Baca  County,  located  about  (J.!  ndles  south  of  Las  Animus, 
as  shown  by  the  rejrister  of  an  automobile.  The  country  is  rather  broken,  and 
of  course  It  would  be  expensive  to  put  a  well  down  on  these  lands. 

Some  of  thes«e  lands  are  vacant  and  unoccuplecl  Government  land,  some  have 
applications  for  {^razing  entries,  and  some  have  homestead  entries  nuide  during 
the  year  1918.  I  am  writing  this  letter  to  you  to  ascertain  if  the  Government 
will  grant  nie  a  permit  to  enter  uiwn  these  lands  for  the  purpose  of  diilling  an 
oil  well  upon  them.  This  letter  is  written  with  reference  expressly  to  ascertain 
whether  there  is  any  Government  law  which  will  permit  me  to  enter  upon  the 
lands  now  claimed  to  be  held  vmder  homestead  entries  or  o|)eratlons  for  grazing 
entries.  Of  course,  I  know  that  we  (?an  enter  the  vacant  lands  and  prosi)ect 
the  same  for  oil  under  the  placer  law,  but  unless  I  can  secure  a  large  enough 
acreage  to  warrant  the  expenditure  it  would  not  be  possible  to  interest  and 
secure  the  assistance  and  c(K)i>eration  of  the  money  required  to  put  down  a  well. 

I  and  my  associates  already  have  filed  in  record  13  oil  placer  locations  on 
parts  of  this  land. 

Trusting  to  receive  an  early  resiwnse  and  advice  in  this  matter,  I  am, 
Yours,  very  truly, 

KoAUY  Kenehan« 
J'^64  Winona  Court,  Denver,  Colo. 

The  SecretaiT  inforined  inc  that  he  had  no  power  or  authority 
under  the  law  to  lease  oil  lands. 

Xow,  what  I  would  like  and  what  I  am  most  interested  in  here* 
under  this  leasing  act  which  we  should  have — and  we  hope  it  will  be 
fair  and  just  to  all — is  that  the  lf3  locations  I  have  made  will  give  me 
a  prior  right  on  account  of  the  expense  I  incurred  to  got  a  lease  on 
that  land. 

I  am  not  going  to  say  to  anybody  that  I  was  hunting  up  wildcats; 
you  can  get  wildcats  anywhere.  Mine  is  a  location  on  an  oil  dome, 
if  geologists  know  what  they  are  talking  about.  I  went  away  where 
nolxxly  would  have  any  claim  only  myself :  I  have  no  one  opposing  my 
rights  to  the  locations  I  made,  for  it  is  far  enough,  large  enough, 
from  any  other  section  in  the  United  States,  about  400  miles  to  a  w^ell 
in  Wyeming;  to  Oklahoma,  about  200.  I  know  of  nothing  going  in 
the  other  direction  that  has  oil  in  it,  going  toward  Nebraska.  Going 
to  T'tah,  I  do  not  know  how  many  mues  it  is.    I  am  there  alone;  no- 
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body  to  contest  my  rights;  but  in  this  leasing  bill  I  would  like  to 
have  the  privilege  of  making  application  and  be  allowed  the  first 
right  to  get  a  lease  for  the  lands  that  I  located  and  spent  two  years 
hunting  up  the  money  that  I  expended  in  getting  geological  reports 
and  working  it  out. 

As  to  the  assessment  work,  why,  it  is  the  greatest  folly  and  rot  to 
think  of.  The  holes  that  I  put  down  I  expect  that  after  the  snow  or 
the  rain  or  heavj'  rainstorm  are  filled  up  again.  Xow,  to  begin  and 
put  down  10  feet  more  in  the  holes  I  do  not  want  to  do,  and  then  put 
down  another  10  feet.  I  am  throwing  the  money  away,  my  time  and 
money,  in  sinking  a  hole  where  I  know  that  the  nearest  place  that  I 
can  get  any  indication  or  prospect  at  all  according  to  reports  is  2,000 
feet  some  place  below  where  I  put  down  that  10-foot  hole. 

Of  course,  men  can  imagine  that  they  have  struck  oil,  but  some- 
body has  to  carry  that  oil  there.  There  is  no  such  thing  at  all  as 
striKing  oil  in  this  loose  formation  or  gravel  rock.  And  i  do  hope 
that  this  leasing  bill  will  go  through ;  that  it  will  protect  the  right 
of  the  prospector.    That  is  all  I  have  to  say  on  that. 

Mr.  Raker.  I  would  like  to  ask  you  a  few  questions,  Mr.  Kendian. 
You  say  you  have  how  many  claims  there? 

Mr.  Keneiian.  Thirteen  locations.    I  can  show  you  the  certificates. 

Mr.  Raker.  I  do  not  question  your  word. 

Mr.  Taylor.  One  hundred  and  sixty  each  i 

Mr.  Kenehan.  Yes:  160  each. 

Mr.  Raker.  And  you  want  preference  right  to  lease  that  land  re- 
cause  you  sunk  a  few  holes  in  ttie  ground  ? 

Mr.  Kenehan.  Because  I  went  and  discovered  the  country,  more 
than  the  holes  I  sunk  in  the  ground,  for  I  consider  the  holes  I  sunk 
in  the  ground  nothing.  T  made  the  discovery  of  the  country;  took 
Hayden's  map  and  went  away  where  nobody  else  went. 

Mr.  Raker.  Is  that  all  you  have  done,  just  to  make  these  gopher 
holes? 

Mr.  Kenehan.  Yes;  and  spent  about  $2,000  and  tw^o  years'  time. 
That  ought  to  be  worth  something. 

Mr.  Raker.  From  your  letter  there  it  would  indicate  that  you  were 
trying  to  get  a  lease  on  land  that  some  other  fellow  has  claimed  by 
virtue  of  homestead  or  otherwise.    Is  that  right? 

Mr.  Kenehan.  No  ;  because  the  homesteader  that  I  ran  across  had 
no  right  to  give  you  a  lease  or  right  to  the  oil.  The  oil  is  reserved; 
oil,  coal,  and  mineral  is  reserved  from  the  homestead,  and  they  have 
no  right  to  it. 

Mr.  Raker.  But  you  were  not  interfering  or  trying  to  interfere 
with  these  13  claims  of  yours?  Your  statement  is  most  remarkable 
to  me  in  regard  to  your  attack  upon  the  law.  I  wonder  where  yon 
got  your  advice  that  you  could  do  what  you  have  said  you  have  done 
and  get  anything. 

Mr.  Kenehan.  What  do  you  mean  bv  advice? 

Mr.  Raker.  This  idea  that  you  could  go  out  and  get  a  few  gopher 
holes  and  get  any  right  as  to  a  claim  to  Government  land  that  con- 
tained oil  or  petroleum. 

Mr.  Kenehan.  I  did  not  say  I  had  any  right  at  all. 

Mr.  Raker.  But  where  do  you  get  the  idea  that  you  are  developing 
your  claims  by  simply  going  out  and  digging  a  few  holes? 
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Mr.  £[en£Han.  I  did  not  say  I  developed  claims  at  all;  I  said  it 
was  nonsense. 

Mr.  Raker.  But  why  did  you  do  that? 

Mr.  Kenehan.  Yes;  the  law  requires  me  to  do  that  to  make  the 
locations.    That  is  why  I  done  it. 

Mr.  Baker.  Well,  that  is  only  your  own  construction  of  it,  is  it 
not? 

Mr.  Kenehan.  That  is  the  construction  that  is  all  over  the  western 
country,  that  you  have  got  to  go  out  and  put  down  holes  to  validate 
your  claim. 

Mr.  Raker.  This  is  a  new  one  to  me.  I  had  not  heard  of  that 
before.  I  thought  that  when  you  made  a  location  of  oil  you  com- 
menced to  build  your  roads  and  get  your  camp  outfit  and  build  your 
house  and  camp  and  get  water  and  get  a  drill  riff  and  commenced 
to  punch  a  hole  in  the  ground  that  would  reach  oil^  if  it  was  a  thou- 
sand to  two  thousand  feet.  I  always  thought  that  that  was  what 
had  been  done  and  was  being  done. 

Mr.  Kenehan.  Well,  that  has  not  been  what  has  been  done.  The 
first  thing  you  have  got  to  do  if  you  make  a  location,  to  validate,  is 
to  put  down  a  10-foot  hole.  That  is  what  is  called  the  assessment, 
according  to  the  system. 

Mr.  Raker.  Well,  I  never  got  that  advice  from  any  mining  lawyer 
or  anyone  that  pretended  to  know  anything  about  the  development 
of  a  placer  claim  for  oil.    Did  you  get  thatf 

Mr.  Kenehan.  No;  I  just  done  the  same  as  all  others  had  done. 

Mr.  Raker.  Well,  I  do  not  know  who  "  all  others  "  are.  I  never 
heard  of  such  a  proposition  as  you  are  presenting  to  the  committee 
now,  that  that  is  the  way  these  men  in  the  West,  in  Colorado  or  in 
Wyoming  or  in  California,  have  located  and  are  trying  to  develop 
an  actual  oil  well. 

Mr.  Ejenehan.  Have  you  the  present  placer  act  here? 

Mr.  Raker.  Yes. 

Mr.  Kenehan.  Don't  you  have  to  do  so  much  work  inside  of  90 
davs  after  the  location? 

Mr.  Raker.  Well,  T  don't  think  so.  My  recollection  is  you  have 
got  all  the  next  year. 

Mr.  Kenehan.*  Within  a  year. 

Mr.  Raker.  But  what  I  was  getting  at  now  is,  if  a  man  goes  in 

food  faith  to  get  a  placer  claim  for  petroleum,  for  oil,  he  knows  that 
e  can't  get  anythmg  by  sinking  a  10-foot  hole  here  and  another 
there  and  another  there. 

Mr.  Kenehan.  Why,  sure  he  does. 

Mr.  Raker.  Now,  if  he  is  intent  on  developing  the  claim,  he 
must  know  that  in  order  to  get  a  certificate  so  he  can  prove  up  and 
get  his  certificate  he  must  actually  discover  oil.    Isn't  that  right? 

Mr.  Kenehan.  That's  right. 

Mr.  Raker.  Now,  he  must  go  deep  enough,  if  it  is  a  thousand  or 
two  thousand  or  three  thousand  feet,  for  tnat  purpose. 

Mr.  Kenehan.  That's  right. 

Mr.  Rakbr.  And  he  knows  that  whatever  he  might  do  in  relation 
to  sinking  a  hole  here  and  there  and  everywhere  would  have  no 
effect,  so  far  as  the  final  result  is  concerned,  in  discovering  oil, 
don't  he? 

47476—1 « 43 
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Mr.  Kenehan.  Yes.  That  is  why  we  want  the  Government  to 
lease  the  land  so  a  person  knows  what  to  do  and  where  to  do  it. 

Mr.  Raker.  That's  all. 

Mr.  Taylor.  Mr.  Kenehan,  in  this  locality  that  you  were  operat- 
ing in,  has  there  been  anyone  who  has  gone  down  and  opened  up  i 
merchantable  oil  well  yet? 

Mr.  Kenehan.  I  have  stated  that  the  nearest  one  in  Wyoming 
would  be  perhaps  between  four  and  five  hundred  miles,  and  the 
nearest  one  in  Oklahoma  was  two  hundred. 

Mr.  Taylor.  You  don't  know  yet  then  that  there  is  oil  there  in 
that  locality  in  paying  quantities,  do  you  ? 

Mr.  Kenehan.  I  do  not,  until  I  put  the  hole  down — only  from 
reports  of  geological  men. 

Mr.  Taylor.  And  it  is  going  to  require  quite  a  large  expenditure 
of  money  to  develop  that  fact,  is  it  not? 

Mr.  Kenehan.  $50,000  is  what  we  calculated  on  putting  into  it 

Mr.  Taylor.  And  you  want,  as  I  understand  it,  a  permit  to 
enough  of  that  land  so  that  if  you  do  succeed  in  getting  that  amount 
of  capital  and  spend  it,  and  then  it  proves  a  success,  that  there  will 
be  sufficient  territory  there  to  justify  the  expenditure,  and  rewani 
the  investment  made  by  you  and  those  associated  with  you? 

Mr.  Kenehan.  That  is  just  exactly  what  I  want. 

Mr.  Taylor.  And  you  are  willing  to  take  a  gamble  on  whether 
or  not  there  is  oil  there,  if  you  are  given  enough  land  and  it  doe= 
prove  successful  so  that  you  will  have  a  fair  opportunity  not  onlj 
of  obtaining  your  money  back,  but  of  obtaining  a  reward  for  that 
investment  and  that  chance? 

Mr.  Kenehan.  I  am  willing  to  take  a  gamble  and  get  the  money. 
I  will  raise  the  monev. 

Mr.  Taylor.  But  if  the  Government  is  going  to  limit  you  to  the 
one  hole  that  you  run  down,  or  to  160  acres,  or  to  some  amount  that 
would  not  pay  to  take  chances  on — and  possibly  wouldn't  pay  even 
if  you  knew  there  was  oil  at  the  end  of  it — ^you  would  not  be  war- 
ranted in  going  ahead  with  it. 

Mr.  Kenehan.  I  would  not;  nor  I  couldn't  raise  the  money  to  go 
ahead. 

Mr.  Taylor.  And  you  feel  that  your  case,  your  situation,  is  a 
typical  illustration  of  probably  tens  of  thousands  of  other  people 
that  will  go  out  into  entirely  unexplored  and  wildcat  territory  and 
try  to  find  oil  and  develop  an  oil  field,  provided  Congress  and  the 
Interior  Department  will  be  sufficiently  liberal  with  them  to  encour- 
age and  protect  them  in  doing  it? 

Mr.  Kenehan.  Yes.  Now,  there  is  one  part  to  this  present  biu 
that  I  do  not  like,  and  that  is  where  you  have  got  to  commence  to 
drill  inside  of  four  months.  Suppose  that  I  got  a  lease,  we  will  say. 
the  1st  of  March,  and  then  the  rains  come  along  and  filled  up  gulch|^~ 
with  water.  I  could  not  get  in  in  four  months,  because  I  ^^^ 
have  to  go  and  build  a  wagon  road,  so  that  machinery  could  be 

f rotten  in.    We  are  65  to  70  miles  distant  from  coal,  and  to  use  ga^ 
ine  for  power,  as  we  propose,  if  given  a  lease  or  permit,  I  woula 
have  to  take  in  a  gasoline  engine,  and  water  is  about  8  miles  from  it. 
Mr.  Elston.  How  far  is  the  nearest  railroad? 
Mr.  Kenehan.  Between  65  and  70  miles  to  the  nearest  railroa« 
station,  the  town  of  Las  Animas,  on  the  Santa  Fe  Railroad.    And 
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you  go  through  a  very  rough  country  to  get  into  it  That  is  the 
reason  why  nobody  contested  my  rights;  it  is  too  expensive  to  get 
in  there. 

Mr.  Tatlor.  How  long  a  time  do  you  think  ought  to  be  given  in 
the  bill? 

Mr.  Kenehan.  Where  the  distance  is  45  to  50  miles  or  more  from 
a  railroad  and  no  public  highway  convenient,  I  would  say  it  ought 
to  be  six  months  at  least. 

Mr.  Taylor.  Do  you  think  we  might  put  in  some  provision  there 
giving  the  Secretary  of  the  Interior  discretionary  authority  as  to 
that  time,  or  would  you  have  it  definitely  fixed  ? 

Mr.  Kenehan.  I  would  leave  it  to  the  Secretary  of  the  Interior 
as  to  the  time  of  commencement. 

Mr.  Taylor.  Is  there  any  other  suggestion  that  you  wish  to  offer, 
Mr.  Kenehan,  on  this  bill,  or  on  the  proposition  submitted  by  the 
departments  here  as  to  the  other  matters  ^ 

Mr.  Kenehan.  No,  sir. 

Mr.  Raker.  How  long  is  it  since  you  located  your  claims? 

Mr.  Kenehan.  I  located  them  in  July. 

Mr.  Raker.  Of  what  year? 

Mr.  Kenehan.  Of  1917. 

Mr.  Raker.  It  is  not  within  a  withdrawn  area? 

Mr.  Kenehan.  No. 

Mr.  Raker.  Now,  there  is  nothing  under  the  law  now,  and  has  not 
been,  in  this  kind  of  territory  that  is  designated  by  you  as  being 
ready  and  willing  to  take  a  gamble  and  a  chance  on — wildcat  a 
little — ^to  prevent  your  going  out  there  and  sinking  those  wells  and 
getting  oil  and  getting  a  patent,  is  there  ? 

Mr.  Kenehan.  That  is  why  I  want  a  leasing  law,  so  it  will  pro- 
tect me,  to  keep  the  other  fellow  out.  When  I  go  to  put  down  a  hole 
upon  a  quarter  section,  if  the  indication  is  good,  in  comes  the  others 
with  better  and  bigger  machinery  than  I  am  able  to  put  in,  and  they 
will  run  down  the  hole  faster  than  I  will;  they  will  have  oil  first; 
they  will  take  the  location  under  the  present  system. 

Give  to  the  people  a  leasing  law,  one  that  will  be  understood  by  all 
who  are  interested,  or  about  to  be  interested,  in  prospecting  for  oil ; 
one  that  will  be  understood  without  having  to  go  to  a  lawyer  to  ex- 
plain it,  and  pay  him  a  fee  for  giving  you  an  opinion  that  he  does 
not  understand  himself.  Give  to  the  people  a  law  that  the  Secretary 
of  the  Interior  will  understand  without  having  to  read  into  the  law 
department  rulings,  and  have  it  become  a  law.  Make  the  law  so  plain 
and  explicit  that  there  will  be  no  need  of  department-made  laws  or 
court-made  laws. 

Mr.  Raker.  That  is  all  I  have. 

Mr.  Taylor.  That  is  all,  I  believe,  Mr.  Kenehan. 

What  other  witnesses  are  there  before  the  committee  this  morning? 
I  wish  to  say  that  Mr.  Verner  Z.  Reed,  of  Denver,  one  of  the  largest 
practical  oil  men  of  the  West,  is  here  this  morning.  His  companies 
have,  I  believe,  been  the  object  of  some  attack  on  the  charge  of  being 
affiliated  in  some  way  ivith  the  Standard  Oil  Co.  I  will  say  that  the 
people  of  Colorado  very  generally  are  proud  of  Mr.  Reed  and  of  what 
he  has  done  and  is  doing  in  the  way  of  oil  development,  and  I  think 
we  ought  to  hear  him.    Mr.  Reed,  will  you  take  the  stand  and  make 
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a  statement  as  to  what  you  are  now  doing  and  have  done  in  the  oil- 
development  business  during  the  last  few  years! 

STATEMENT  OF  VESNEB  Z.  BEED. 

Mr.  Reed.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  am 
reminded  of  a  statement  made  to  me  by  one  of  the  high  executive 
officials  of  the  T^^nited  States,  to  the  effect  that  we  oil  people  and  our 
representatives  have  already  burdened  your  records  to  such  an  extent 
that  to  get  a  little  bit  of  wheat  they  must  sort  over  a  great  deal  of 
chaff.  I  will  therefore  try  to  burden  the  record  as  little  mon'  as 
possible. 

This  same  gentleman  reminded  me  in  a  friendly  critical  way  that 
one  of  the  mistakes  we  and  the  Calif  ornians  had  all  made  was  to  send 
lawyers  before  your  committee  to  talk  technology,  and  techniciaa^ 
before  you  to  talk  law.  T  will  try  to  avoid,  therefore,  infringing 
upon  any  one  of  those  questions,  except  to  quote  authorities. 

Before  saying  anything  on  two  or  three  matters  that  I  believe 
are  of  vital  and  serioUs  and  earnest  interest  to  you,  I  will  refer  to 
Mr.  Taylor's  reference  to  the  Standard  Oil. 

I  understand  that  the  representatives  of  our  interests — the  Wyo- 
ming interests  and  the  Colorado  interests — were  endangered  by  alle- 
gations made  before  the  Senate  committee  by  the  representative  of 
a  concern  called  the  Roxana  Oil  &  Gas  Co.,  a  subsidiary  of  the  Shell 
Oil  Co.,  which  I  believe  is  a  large  and  potent  competitor  of  the 
Standard  interests,  to  the  effect  that  the  Midwest  Renning  Co.  was 
a  Standard  Oil  subsidiary.  That  has  been  officially  denied  l^forf 
that  committee  and  before  your  committee;  by  gentlemen  not  on  oath. 
but  by  gentlemen  who  would  absolutely  disgrace  themselves  if  thev 
came  before  a  committee  and  stated  a  lie.  And  to  put  a  final  end 
to  that  I  recommend  to  you  gentlemen  that  you  subpoena— whichj 
understand  you  have  the  right  to  do — any  official  of  the  Standard 
Oil  Co.  and  bring  them  here,  and  subpoena  the  gentlemen  who  were  at- 
tempting to  hurt,  to  injure  the  fifteen  or  twenty  or  twenty-five  thou- 
sand shareholders  who  are  associated  in  the  holdings  with  which  1 
am  concerned.  Bring  their  representatives  here  and  have  it  out  and 
put  them  on  oath. 

So  far  as  I  know,  to  the  best  of  my' knowledge  and  belief,  the 
Standard  Oil  Co.  as  a  corporation  or  an  association  has  no  interest 
in  our  concerns.  Men  who  are  concerned  with  a  subsidiary,  who  jetf 
concerned  with  a  subsidiary  associate  of  the  Standard  Oil  had  in- 
terests in  our  concern,  and  I  think  of  some  now,  minority  interestN 
and  unless  they  are  plain,  unqualified  liars  they  had  those  interests. 
which  they  say  in  every  instance  were  less  than  my  own.  I  ani  n|>t  > 
Standard  lOil  'man  mvself,  and  so  far  as  I  know  the  Standard  Oil  ^ 
the  Standard  Oil,  or' the  large  interests  of  the  Standard  Oil  h?dno 
interest  and  no  share  in  the  Midwest  Refining  Co.  But  it  is  a  smw 
matter  for  you  to  find  out.  Subpoena  the  witnesses  and  call  theifl 
here  and  find  out,  and  do  not  penalize  us  because  of  that  statement 
Find  out  whether  you  are  penalizing  us  because  of  a  nmior  or  becaii 
of  a  fact.    That  is  all  I  have  to  say  about  that.  , 

It  seems  to  me  that  the  gentlemen  representing  the  Wyoming  anj 
California  interests,  other  than  the  plain  re-leasmg  bill,  which  is 
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open  wildcat  lands — uiiproven  lands — that  we  are  practically  in 
Washington  singing  the  swan  song  of  the  prospector,  of  the  men — 
and  there  are  hundreds  of  them,  thousands  of  them — who  risk 
their  money  and  their  time,  and  it  seems  we  are  cursed  with  success- 
We  were  never  sued  for  boring  any  dry  holes ;  we  were  never  sued  for 
putting  down  wells  that  cost  us,  my  own  associates,  from  $27,000  to 
$85,000,  and  were  failures.  Our  title  was  never  impugned  on  any  of 
those  things.     But  while  there  is  life  there  is  hope. 

It  seems  to  me  that  it  is  written  that  there  is  going  to  be  a  leasing 
bill,  and  I  certainly  am  convinced  that  there  should  be  a  leasing  bill. 
I  am  much  more  concerned  in  the  relief  measures  as  to  the  protection 
of  property  rights  than  in  giving  an  opportunity  for  indiscriminate 
drilling  for  oil.  That,  however,  aflfects  persons,  corporations — some 
thousands  of  people.  One  of  the  gentlemen  who  has  undertaken  to 
try  to  help  protect  the  interests  of  the  West,  to  keep  as  few  names 
as  possible  from  being  driven  into  the  coffin  of  prosperity  of  Wyo- 
ming and  Colorado  and  California,  has  estimated  to  me  that  outside 
of  California  there  are  50,000  shareholders  affected.  Some  of  them 
are  rich  men;  some  are  not.  Some  are  very-  poor  men,  and  those  are 
concerned  in  the  relief  measure;  and  they  are  concerned  in  pros- 
pecting, in  going  out  and  risking  their  money  in  attempting  to  de- 
velop the  West.    I  think  his  estimate  would  fall  short. 

But  even  if  there  is  going  to  be  a  relief  measure  of  some  kind,  it 
seems  to  me  from  what  investigations  I  have  been  able  to  make  in 
what  little  time  I  have  been  able  to  get  away  from  the  duties  im- 
J>osed  upon  me  by  my  other  work  that  some  of  the  most  salient  and 
miportant  features  have  not  had  sufficient  attention. 

I  am  not  a  technician — which  is  a  good  thing  for  me,  because  I 
therefore  go  to  the  best  technicians  for  my  advice.  In  the  matter 
of  what  it  seems  is  to  be  accorded  to  us  and  others  in  our  position 
in  the  way  of  relief  I  have  had  technicians  estimate  as  to  whether 
you  are  going  to  give  us  what  you  think  you  are  going  to  give  us, 
whether  we  are  gomg  to  receive — we  and  our  15,000  associates — what 
you  gentlemen  with  your  ideas  of  fairness  think  you  are  going  to 
accord  to  us. 

Mr.  C.  A.  Fisher  is  an  engineer,  formerly  associated  with  the  Geo- 
logical Survey  of  the  United  States,  and  Mr.  Fisher  was  employed 
by  us  in  Wyoming  in  1910.  He  has  kept  track  of  our  fields  as  a 
mother  keeps  track  of  her  babies.  One  of  the  tentative  suggestions 
that  may  be  written  into  the  House  leasing  bill  when  it  is  written  isr 
to  give  those  of  us  who  put  down  commercial  wells  the  well  with  about 
f>00  feet  of  land  within  a  circle  drawn  around  it.  Mr.  Fisher  pointed 
out  to  me — I  may  also  say  that  I  submitted  Mr.  Fisher's  statement  to 
the  highest  technical  authority  that  I  can  find  among  the  authori- 
ies.  I  am  not  at  libei-ty  to  quote  him  because  he  is  at  this  time  in  the 
employ  of  the  Government.  You  can  have  him  if  you  want  him — Mr. 
Fisher  pointed  out  that  in  Salt  Creek  in  Wyoming,  which  is  one  of 
the  fields,  the  following:  Those  wells  have  been  draining — or,  as  oil 
men  say,  have  been  "  pulling  " — against  the  sands  in  which  they  are 
located  for  from  four  to  eight  years. 

The  first  land  they  would  drain  is  the  land  immediately  contigu-- 
ous  to  the  well — ^the  sands  immediately  contiguous  to  the  well.  The 
wells  are  in  every  instance,  therefore,  partly  or  largely  depleted. 
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Owing  to  the  chemical  content  of  the  Salt  Creek  oil,  which  is  heavy 
in  paraffine,  the  interstices  in  the  sand,  following  the  flow  of  the  oil 
to  the  vent,  gradually  become  clogged,  so  that  the  pressure  of  oil 
farther  back  in  virgin  ground  has  increasing  difficulty  in  getting 
to  the  vent.  The  contrary  is  true  in  some  of  the  v^ins  in  California. 
If  we  had  a  tract  of  land  here  limited  to  one  well  only ;  you  could 
not  put  down  an  offset  well;  the  rest  of  the  land  taken  from  us 
and  leased — whatever  way  it  mav  be  leased — the  natural  supposi- 
tion would  be  that  there  would  be  four  wells  put  in  in  that  waj 
[illustrating].  We  can't  protect  ourselves  against  those  wells.  The 
supposition  of  myself  as  a  layman,  or  of  the  average  layman,  would 
be  tnat  that  well  would  pull  half  way  to  our  well.  As  a  matter  of 
fact,  Mr.  Fisher  said  it  would  pull  about  75  per  cent  away  from  our 
well,  because  it  would  be  opened  into  virgin  territory,  where  the 
interstices  of  the  sand  had  not  been  filled  or  clogged  by  the  paraffine 
that  is  held  in  solution  in  those  oils;  and  that  instead  of  giving  us 
what  you  think  you  are  giving  us,  you  are  giving  us  from  25  to  35 
per  cent  of  w^hat  you  thiius  you  are  giving  us. 

I  respectfully  and  earnestly  request  you  gentlemen  to  confer  with 
the  technicians  of  the  United  States  Government — of  whom  there 
Are  many,  and  capable — as  to  the  statements  made  to  me  by  my 
engineers  and  connrmed  by  the  highest  authorities  that  I  can  get 

Now,  there  is  another  very  grave  danger.  It  is  a  danger  that  can 
only  be  verified  and  proven  by  technicians,  and  that  danger  is  the 
interference  with  the  static  pressure  against  the  gas,  and  of  the 
gas  against  the  water  in  the  oil  fields  of  Wyoming.  I  am  unable  to 
speak  of  California  because  I  don't  know  about  that  field.  And  that 
is  particularly  true  of  the  largest  oil  fields  in  Wyoming,  w^hich  is 
Salt  Creek.  Salt  Creek  is  not  quite  a  pool.  A  French  engineer 
that  we  had  examine  the  field  gave  it  as  his  opinion — and  his  honest 
opinion — ^that  one  well,  if  all  the  rest  of  the  wells  were  stopped, 
would  in  the  course  of  time  drain  Salt  Creek.  I  don't  know  that 
that  is  true.  There  are  across  Salt  Creek,  as  we  have  found  in  our 
eight  years  of  handling  it,  large  fractures.  Whoever  gets  a  well  in 
that  fracture  pulls  oil  from  a  half  to  three-auarters  of  a  mile  away, 
and  every  barrel  of  oil  he  pulls  is  replaced  by  a  barrel  of  water. 
The  first  sandstone  in  Salt  Creek — the  only  one  we  know  anything 
about  yet — is  very  heavily  charged  with  gas.  That  gas  is  theprotec- 
tion  of  the  oil.  It  forces  back  and  holds  back  the  water.  We  have 
been  able,  with  two  exceptions,  one  through  litigation  with  the 
United  States  Government,  and  the  other  due  to  a  contract  that  we 
could  not  get  in  better  shape  with  the  State  of  Wyoming,  to  hold 
that  water  Dack  during  this  period  of  eight  years,  and  bring  in  the 
water  line,  which  must  come  in  as  the  oil  is  taken  out,  inch  by  inch. 

We  suffered  two  serious  and  heavy  losses  because  we  did  not  have 
full  control  of  the  situation.  So  fast  as  that  gas  comes  out,  so  fast 
will  water  come  in.  If  it  is  properly  handled ;  if  the  geological  and 
physical  direction  of  that  field  is  in  one  hand,  and  a  capable  hand, 
the  oil  contained  in  that  first  sandstone  can  be  saved  for  commercial 
use.  And  if  it  is  not  so  handled,  what  has  happened  in  a  small  way 
will  happen  in  a  very  large  and  very  disastrous  way — ^that  the  pre- 
mature intrusion  of  water  will  change,  because  it  has  done  it  and  we 
are  only  speaking  of  what  we  know,  will  change  that  oil  into  a 
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worthless  and  wholly  useless  emulsion  which  the  best  chemists  that 
we  have  sent  it  to  have  been  unable  to  find  any  use  for. 

We  have  had  the  intimation  that  the  intention  is  to  take  our  lands 
from  us,  and  the  lands  of  our  neighbors  and  associates  from  them. 
And  when  I  say  "our"  lands,  I  desire  to  state  that  one  of  the 
eminent  Cabinet  members  has  expressed  the  opinion  that  if  a  man 
went  into  a  withdrawn  oil  field  in  open  defiance  of  the  order  of  the 
President  of  the  United  States  and  located  land^  because  of  his  own 
construction  of  the  Constitution  or  upon  the  advice  of  a  lawyer,  that 
he  had  placed  himself  beyond  the  pale  of  the  law  or  the  consideration 
of  good  faith.  I  have  thought  that  over  quite  a  good  deaL  and  I 
am  inclined  to  think  that  I  agree  with  that  member  of  the  Cabinet. 
We  did  not  do  that,  and  the  gentlemen  with  whom  we  are  asso- 
ciated and  from  whom  we  secured  our  titles  our  contracts  either  did 
not  do  that  or  they  can  outlie  any  liar  that  ever  lived  in  the  United 
States.     [Laughter.] 

We  went  in  there  in  good  faith.  We  took  a  great  gambler's 
chance.  We  developed  an  industry  that  is  the  heart  and  prosperity 
of  the  State  of  Wyoming  and  of  the  city  of  Denver.  And  I  say 
this,  that  even  if  every  statement  made  to  us  from  the  gentlemen 
who  sold  us  their  properties  was  false — and  the^  are  not  all  false- 
even  if  every  statement  made  to  us  by  the  miners  from  Cripple 
Creek  who  located  and  developed  with  their  own  hands  the  discovery 
of  oil  in  Salt  Creek  was  false,  that  we  ourselves,  having  entered  into 
the  territory  in  good  faith  and  having  found  the  geologic  necessity 
of  conserving  that  entire  pool  as  one,  to  avoid  enormous  economic 
waste — ^I  say  that  we  have  created  a  condition  of  good  faith;  that 
under  the  old  construction  of  the  mining  law  that  opened  and  de- 
veloped the  West,  that  patented  90  per  cent  of  all  the  mines  in  the 
West,  that  was  the  predominant  rule  from  1849  in  California  imtil 
the  era  of  Gifford  Pinchot,  that  we  could  absolutely  ^t  a  patent  to 
every  acre  of  land  that  we  claim  on  the  Salt  Creek  Dome.  And  if 
that  is  not  true,  we  have  no  right  to  insult  you  by  appearing  before 
jou,  and  we  should  be  kicked  out  of  your  committee  room.  It  is 
absolutely  true,  and  if  you  send  any  competent  inspector  who  is  an 
honest  man — and  that  is  not  a  new  statement;  they  have  been  in- 
vited— ^we  can  demonstrate  that  latter  statement. 

But  good  faith  no  longer  counts.  Good  faith  patented  90  per  cent 
of  the  gold  and  silver  and  copper  and  zinc  and  lead  mines  of  the 
West.  It  created  those  great  reserves,  those  great  storehouses  of 
wealth  in  the  West,  and  it  was  the  foundation  of  the  mining  law, 
for  that  is  where  it  was  drawn  from.  But  the  average  miner  is  not 
a  lawyer.  He  may  have  read  the  Constitution  of  the  United  States 
once  when  he  was  a  schoolboy.  He  is  far  away  from  the  post  offices 
and  the  railroads,  and  if  you  hold  him  to  technicalities  you  can  take 
a  lot  of  expert  lawyers,  backed  by  the  force  of  the  United  States  Gov- 
ernment, and  beat  him  out  of  his  property.  But  if  we  have  under 
the  old  construction  of  the  law  created  a  condition  of  good  faith,  do 
not  take  away  the  little  that  it  seems  they  are  going  to  get  now. 

I  desire  to  say  this  about  the  lands  that  will  be  taken  away  from 
us :  I  understand  that  there  is  no  definite  program ;  that  one  plan  is 
to  put  them  up  in  blocks,  ask  for  bonus  bids,  and  allot  them  to  the 
hignest  and  best  bidder.    1  predict  to  you,  gentlemen,  that  the  United 
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States  Government  will  secure  $3,000,000  in  Wyoming  from  the  sale 
of  those  leaseholds  under  the  bonus  system,  and  that  you  will  find 
there  will  not  be  more  than  three  companies  who  can  bid  on  them, 
and  that  the  Midwest  Refining  Co.,  and  the  Midwest  Oil  Co.,  and  the 
Wyoming  Oil  Fields  Co.,  and  the  other  companies  there  will  not  own 
one  of  them,  because  we  would  be  hopelessly  outclassed  so  far  as 
capital  and  ability  to  buy  is  concerned,  the  minute  such  an  infamous 
auction  took  place. 

The  only  other  plan  I  have  heard  suggested  I  don't  know^  whether 
to  take  seriously  or  not.  It  has  such  an  element  of  weirdness  in  it: 
it  is  so  absolutely  immoral  from  both  business  and  governmental 
standpoint  that  I  wondered  if  the  gentleman  who  discussed  it  with 
me  wasn't  feeling  me  out.  It  was,  in  short,  that  after  we  get  this 
amount  that  is  to  be  allotted  to  us,  that  the  rest  of  it  be  divided  up 
into  tracts ;  that  applications  for  leases  be  asked  for — understand,  not 
prospecting  leases;  not  leases  where  a  man  takes  a  chance  of  losing 
a  dollar,  but  leases  on  as  rich  and  as  thorou^ly  proven  oil  land  as 
exists  in  the  United  States,  every  lease  of  which  would  mean  at  least 
a  competence  to  the  man  who  got  it.  The  applicant  for  that  lease 
need  not  have  spent  any  money — in  fact,  I  think  he  would  be  rather 
favored  over  anybody  who  did  spend  any  money.  He  need  take  no 
risk,  but  w^hen  all  the  applications  were  in  this  suggestion  was  that 
we  put  them  in  sealed  envelopes  and  put  them  in  a  box  and  draw 
them,  and  whoever  drew  the  lucky  number  would  get  the  lease. 

If  such  a  plan  were  followed,  or  if  any  plan  is  followed  that  divides 
the  physical  and  geological  direction  of  Salt  Creek — ^I  mention 
specially  Salt  Creek  because  it  is  far  larger  in  gas  content  and  has 
greater  water  pressure  against  it— so  far  as  you  divide  that,  so  far 
will  you  reduce  the  value  of  Salt  Creek  and  the  available  oil  supply 
of  the  United  States  of  America.  I  am  not  trying  to  lay  a  founda- 
tion for  "  I  told  you  so  "  in  three  or  four  years,  but  if  you  do  that* 
or  if  the  Government  does  that,  you  will  destroy  and  change  into 
worthless  emulsion  more  millions  of  barrels  of  oil — and  millions  of 
barrels  of  oil  with  a  greater  value — than  the  Government  can  ever  get 
from  the  highest  bonus  it  will  be  possible  for  you  to  receive  and  from 
the  royalties  you  will  get.  And  so  soon  as  you  take  that  step;  so 
soon  as  you  pass  that  law  and  divide  the  direction  there,  so  soon  have 
you  reduced  a  rapidly  vanishing  petroleum  resource  of  the  United 
States. 

I  have  been  asked  by  some  administrative  officials  as  to  what 
should  be  done.  Well,  it  is  redundancy  to  tell  you  what  I  think 
should  be  done.  I  think  the  men  and  the  companies  and  the  associa- 
tions who  opened  that  field  and  developed  it  and  brought  that  new 
resource  into  the  resources  of  this  Nation  should  have  the  leases,  both 
as  a  matter  of  business  morality  and  Government  morality ;  but  very 
especially  as  a  practical  and  the  only  practical  means  of  preventing 
economic  waste  that  you  can  not  repair  once  you  make  it  However, 
it  is  in  the  air,  and  we  know  we  are  not  going  to  get  that. 

The  next  thing,  and  the  only  thing  that  seems  to  be  fair,  the  only 
thing  that  seems  to  be  just,  the  only  thing  that  seems  to  be  one  that  a 
man  would  sign  his  name  to,  is  for  the  only  other  possible  legal  or 
moral  owner  of  that  land  to  take  it  and  operate  it.  Therefore,  the 
direction  would  be  reduced  to  two;  and,  aside  from  those  in  posses- 
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sion  who  have  purchased,  consolidated,  and  compromised,  the  only 
other  possible  moral  owner  is  the  United  States  of  America. 

You  can  take  the  other  fields  in  Wyoming — there  is  one  other  field 
that  has  considerable  water  pressure  and  considerable  static  pres- 
sure, but  it  is  a  small  field — the  water  is  pressing  in  there,  but  it  is 
possible  for  the  Government  inspector,  because  me  Government  su- 
pervises the  leases — it  is  possible  for  him  easil}'  to  tell  if  each  one  of 
those  wells  is  drawing  on  the  water  line  in  its  proportion,  because  he 
ffauges  the  oil  in  the  tanks  every  day.  In  Salt  Creek  you  can  not. 
You  can  gauge  the  oil,  but  you  can  not  gauge  the  gas.  The  gas  is 
/ery  wet,  very  rich.  It  contains  2^  gallons  of  very  high-grade  gaso- 
line— sufficiently  high  to  operate  aeroplanes — per  1,000  cubic  feet  of 
gas.  A  part  of  that  gas  must  come  out  to  force  out  the  oil,  but  the 
gas  gauge  could  be  changed  and  the  oil  gauge  not  changed,  and  no 
inspector,  unless  he  was  on  the  ground  day  and  night,  would  know 
how  much  of  that  gas  was  going;  and  the  same  thing  would  happen 
here  that  has  happened  in  the  oil  business  in  California,  in  Oklahoma, 
in  the  great  Cushing  field  that  ought  to  have  been  a  great  resource — 
it  is  a  resource,  but  nothing  like  it  should  have  been — and  very 
especially  in  the  old  days  of  Spindle  Top  in  Texas,  where  human 
nature  made  each  man  try  to  get  out  all  the  oil  and  all  the  gas  he 
could  as  fast  as  he  could,  because  he  thought  somebody  else  would 
pull  it  out  if  he  didn't;  in  Beaumont,  where  hundreds  of  thousands 
of  millions  of  barrels  of  oil  ran  down  the  gulches  and  ruined  farms; 
in  California,  where,  under  the  great  competition  for  production  and 
the  quiet  underselling,  due  to*  numan  nature,  of  competitors,  they 
reduced  the  official  price  a  few  years  ago  to  8  cents  a  barrel  for  oil 
worth  $1.05,  and  they  took  out  oil  so  fast  that  tanks  could  not  be 
had  to  store  it,  and  they  stored  it  in  open  earth  tanks,  open  to  the 
sky,  and  the  best  parts  of  it  evaporated.  All  that  will  happen,  and 
you  can't  keep  it  from  happening  in  any  oil  field  like  Salt  Creek. 

Therefore,  as  it  seems  that  we  are  singing  the  swan  song  of  our 
own  lives  we  respectfully  and  very  earnestly  submit  to  you  gentle- 
men that  outside  of  the  claimants  and  developers — and  gamblers — 
who  have  risked  their  money,  not  in  defiance  of  the  law — if  you  are 
going  to  take  that,  for  Heaven's  sake  do  not  take  it  for  the  benefit 
and  profit  of  somebody  who  has  no  interest  in  Wyoming  nor  in 
Colorado,  who  hasn't  developed,  who  has  taken  no  chance  of  financial 
loss  or  loss  of  health  or  loss  of  time  or  loss  of  happiness.  Give  it 
the  only  other  possible  owner  that  there  is,  the  only  other  institu- 
tion that  has  even  a  moral  claim,  which  is  the  United  States  Gov- 
ernment. That  would  reduce  the  direction  to  two.  If  the  Govern- 
ment direction  was  not  right,  you  could  find  somebody  in  Washing- 
ton that  could  hear  our  story.  If  you  should  have  40  or  50,  you  could 
put  a  stockade  around  the  lease  and  tell  any  interested  party,  "  That 
IS  private  property ;  you  must  not  go  there." 

Tliose  are  two  things  that  I  want  to  impress  upon  you — the  serious 
danger  that  owing  to  a  lack  of  knowledge  of  the  local  geological 
situation  you  might  ujpiwittingly  and  in  all  good  faith  and  honestly 
infringe  upon  the  oil  supply.  And  I  do  most  earnestly  request  that 
you  seek  out  the  ablest  and  best  technicians  in  the  employ  of  the  Gov- 
ernment, because  you  are  a  Government  body,  and  if  tney  have  not 
been  to  Wyoming  have  them  go  to  Wyoming  and  report  whether  I 
am  camouflaging  or  whether  I  am  telling  you  the  plain,  honest  truth. 
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wanted  to  know  that  you  are  the  Mr.  Reed  referred  to  in  that  number 
of  varying  locations  and  changes  of  title. 

Mr.  Reed.  Xo:  I  never  located  an  acre. 

Mr.  Raker.  You  bought  some  interests? 

Mr.  Reed.  I  bought  interests,  yes.     I  first  bought  patenteil  lands. 

Mr.  Raker.  That  is  the  statement  that  has  been  made. 

Mr.  Reed.  And  it  became  evident  that  to  conserve  that  field  and 
save  an  economic  wreck,  that  we  would  have  to  get  that  field  under 
one  direction.    We  never  got  it  in  one  ownership.    There  are  abso 
lutely  independent  ownerships  in  Salt  Creek  to-day.     There  is  tiie 
Standard  Oil  ownership — a  lease  there.     We  have  no  interest  in  that. 

Mr.  Raker.  The  whole  Salt  Creek  field  is  worked  under  one  theory 
now  and  under  one  management  ? 

Mr.  Reed.  It  is  worked  under  one  direction. 

Mr.  Raker.-  So  as  to  conserve  the  oil  and  take  care  of  the  gas  and 
prevent  the  water  coming  in  and  destroying  the  wells :  as  wdl  as  to 
prevent  this  emulsion  you  speak  of  that  would  practically  ruin  many 
millions  of  barrels  of  oil  if  it  was  permitted  to  proceed  ? 

Mr.  Reed.  Yes,  sir. 

Mr.  Raker.  Your  theory  is  that  these  men  should  be  given  the 
right  to  lease — if  not  the  title — that  land  at  a  fixed  royalty! 

Mr.  Reed.  Yes,  sir. 

Mr.  Raker.  Rather  than  to  give  it  to  a  stranger  who  has  never 
sacrificed  money,  time,  worry,  or  anything  else? 

Mr.  Reed.  Or  health.  I  say,  Mr.  Raker,  that  my  opinion — and  I 
desire  it  expressed  as  strong  as  I  can — ^my  opinion  is  that  to  take  the 
fruits  of  the  labor  of  prospectors,  and  their  successors,  and  give  it 
as  an  unearned  increment  to  those  who  have  in  no  sense  merited  it. 
is  absolutely  immoral. 

Mr.  Raker.  Now,  what  benefit  or  advantage  would  the  Govern- 
ment get  by  leasing  it  to  outsiders,  rather  than  to  those  who  are 
already  in  there  developing  the  field,  and  have  the  arrangements  you 
have  suggested? 

Mr.  Reed.  Well,  it  certainly  would  not  get  any  advantage.  It 
would  get  a  serious  disadvantage  that  would  cause  great  regret  after 
it  was  too  late. 

Mr.  Raker.  You  think  it  would  be  a  disadvantage  to  the  continued 
development  of  the  field,  the  extraction  of  the  oil  and  the  real  royalty 
that  the  Government  would  eventually  get  out  of  the  field  if  it  were 
leased  to  outsiders,  numerous  i^eople,  as  suggested,  rather  than  to 
permit  the  present  claimants  to  lease  it  under  a  proper  royalty  and 
regulations  ? 

Mr.  Reed.  It  is  not  a  theory.  It  is  based  upon  the  unanimous 
advice  of  the  highest  technical  authority  in  the  Ignited  States  and 
France,  that,  in  working  independently,  often  not  knowing  the  re- 
l)orts  of  each  other,  that  Salt  Creek  can  be  ruined  in  six  month.^. 
And  if  the  policy  of  giving  clieckerboard  leases  all  over  there  is  car- 
ried out.  Salt  Creek  will  be  largely  ruined  and  will  be  lost  to  the^ 
United  States,  for  Salt  Creek  affects  the  oil  prices  in  California  ami 
in  New  York,  the  same  as  they  do  in  Wyoming,  and  the  loss  will  be 
more  than  the  highest  bonus  and  all  the  royalties  that  the  Govern- 
ment can  ever  get, 

Mr.  Raker.  Your  statement  then,  I  undei*stand,  is  that  within  th** 
water  line  this  Salt  Creek  field  is  so  developed  that  with  an  economii* 
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mid  proper  development — that  is,  handlingr  the  wells  th^  are  there 
and  boring  others  where  necessary — practically  all  of  the  oil  can  be 
drawn  from  those  wells  and  can  be  saved  and  become  beneficial  to  the 
people  of  America? 

Mr.  Reed.  Yes,  sir. 

Mr.  Raker.  And  in  thus  doing,  if  it  is  handled  properly  by  those  in 
charge,  the  Government  itself,  if  it  fixes  a  proper  royalty,  will  get 
more  than  any  attempted  throwing  it  open  to  outsiders  would  bring? 

Mr.  Reed.  If  the  Government  elimmated  all  questions  of  good 
faith  and  equity  and  reduced  it  down  simply  to  a  mere  question  of 
dollars  and  cents,  the  Government  will  get  more  money  that  way  than 
it  can  possibly  get  under  any  other  system  that  can  be  devised. 

Mr.  Raker.  Well,  this  "well"  theory,  do  you  know  where  that 
came  from  or  how  is  it  devised? 

Mr.  Reed.  No,  sir;  I  don't.  It  is  a  matter  of  psychology.  You 
mean  this  theory  of  taking  a  yardstick  and  measuring  out  what  we 
should  have,  implying  that  we  are  malefactors  and  land  grafters  and 
violators  of  the  edicts  of  the  President  of  the  United  States,  and  have 
placed  ourselves  in  opposition  to  the  executive  arm  of  the  Govern- 
ment, and  that  we  ought  to  lose  our  money,  but  because  we  may  have 
some  good  people  with  us  who  ought  not  to  lose  their  money,  that 
therefore  they  should  measure  out  to  them  what  they  should  have, 
which  is  part  of  the  plant  and  some  partly  depleted  wells? 

Mr.  Raker.  Then  this  statement  published  in  the  paper  a  month 
or  so  ago — two  months  ago — about  the  Standard  Oil  controlling  all 
this  oil  development,  this  refining  and  producing  in  Wyoming 

Mr.  Reed  (interposing).  Is  rot.  The  Standard  Oil  Co.  has  a  sub- 
sidiary called  the  Ohio  Oil  Co.,  a  very  strong  company,  worth  many 
millions  of  dollars.  I  know  that  they  are  uie  bitterest  competitors 
that  we  have  in  Wyoming.  Their  field  men  and  our  field  men  have, 
I  believe,  in  the  heat  of  anger  gone  to  the  point  of  drawing  guns 
on  each  other.  We  certainly  are  not  working  hand  in  hand  with  the 
Ohio  Oil  Co.  I  am  concerned  in  the  largest  claimed  area  in  Salt 
Creek,  and  I  know  that  the  Standard  Oil  Co.  has  no  control  in  at  least 
10  of  the  fields  in  which  I  am  concerned.  I  have  not  gone  over  the 
books  of  the  Midwest  Oil  Co.  since  I  founded  it,  but  its  president 
is  my  former  private  secretary ;  its  officials  are  men  that  I  know,  and 
they  have  gone  over  the  books  and  they  say  they  can  not  find  the 
name  of  the  Standard  Oil  Co.  there.  And  the  fact  is  that  there  are 
so  many  thousands  of  shareholders  that  nobody  holds  control  of  it. 

Mr.  Kaker.  This  is  not  intended  tp  be  offensive  or  to  create  any 
feeling,  but  simply  because  of  the  conditions  as  they  have  developed 
I  would  like  to  ask  you  if  you  could  imagine  why  Mr.  Max  W.  Ball 
had  published  in  the  various  papers  here  in  Washington  the  state- 
ment in  regard  to  the  oil  conditions  in  Wyoming? 

Mr.  Reed.  Who  is  Mr.  Ball  ? 

Mr.  Raker.  I  thought  you  laiew. 

Mr.  Reed.  No;  I  don't  know. 

Mr.  Raker.  Well,  he  is  a  geologist. 

Mr.  Reed.  I  what  service  f 

Mr.  Raker.  In  the  service  of  the  Roxana  Oil  Co. 

Mr.  Reed.  Oh,  yes;  I  can  very  well  imagine.  You  will  take  it  as 
imagination  because  I  can  not  base  it  upon  facts. 
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There  are  only  a  very  few  large  oil  interests  in  the  United  States 
outside  of  the  thousands  of  independents,  many  of  whom  are  strug- 
gling, some  of  whom  are  doing  very  well.  In  your  own  State  we  had 
a  convention  of  oil  men  not  long  ago,  so  I  found  out  a  good  deal 
about  it.  The  largest  interest  is  the  standard,  divided  now  into  a 
certain  number  of  companies.  Another  large  interest  is  the  Texas 
Oil  Co.,  founded  by  John  W.  Gates,  operating  in  a  zone  from  Texas 
to  Montana  and,  I  guess,  in  other  places.  Another  very  large  interest 
is  the  Shell  Oil  Co.,  of  Holland,  said  to  be  of  Holland  and  Berlin, 
but  of  the  latter  I  do  not  know.  It  may  have  been  said  exactly  as 
we  were  accused  of  having  illicit  connections  with  unpopular  com- 
panies. 

I  was  told  by  the  president  of  the  Midwest  Oil  Co.,  who  is  a  large 
and  able-bodied  man,  able  to  back  up  his  statements,  that  they  had 
discovered  the  Roxana  Oil  Co.  is  owned  absolutely  by  the  Shell: 
that  it  is  a  subsidiary;  and  the  theory  that  my  associat-es— the 
imagination — that  we  have  reached  is  that  if  we  could  be  knocked 
out  of  the  possession  and  operation  of  our  own  property  the  Shell 
and  the  Roxana  would  profit  thereby.  They  are  engaged,  I  learned, 
in  California  in  a  very  bitter  competition  with  the  Standard  inter- 
ests. That  does  not  concern  me.  Let  me  repeat  that  I  know  of  no 
dollar  they  have  ever  spent  in  Wyoming;  I  know  of  no  risk  they 
have  ever  taken;  I  know  of  no  industrial,  economic,  financial,  or 
moral  benefit  they  have  ever  rendered ;  I  know  of  no  reason  why  they 
should  come  in  and  prey  upon  the  success  that  has  been  made  by 
men  and  companies  who  do  not  know  them  and  who  never  heard  of 
them.  They  were  referred  to  very  pointedly  in  the  California  oil 
case,  but  I  am  not  at  liberty  to  tell  you  about  that.  That  is  the 
reason,  I  imagine,  why  they  attack  the  Midwest  interests.  That  i? 
how  I  feel  about  it. 

Mr.  Taylor.  How  long  have  you  been  operating  up  there,  Mr. 
Reed? 

Mr.  Reed.  I  think  it  was  in  June,  1910,  that  I  cabled  from  Ger- 
many to  my  office  to  begin  the  acquiring  of  lands  and  leases  and  the 
operation  in  the  oil  fields  of  Wyoming.  We  have  been  operating 
continuously  since. 

Mr.  Taylor.  Since  1910? 

Mr.  Reed.  Yes;  since  1910. 

Mr.  Taylor.  Were  you  among  the  first  developers  of  Salt  Creek  ^ 

Mr.  Reed.  I  was  among  the  first — we  were  not  at  all  among  the 
locators.  The  field  was  very  thoroughly  located,  I  should  say,  an 
average  of  seven  years.  But  these  locators,  owing  to  interleasing 
troubles,  to  inexperience,  many  of  them  being  foreigners — ^that  is, 
they  were  indirectly  owned  by  foreigners,  controlled  by  foreigners; 
in  some  instances  by  men  like  the  Stock  family,  who  had  no  capital 
and  could  not  get  it — on  account  of  those  conditions  there  had  never 
been  two  sections  of  pipe  line  joined  together.  There  had  never 
been  a  tank  built  in  Salt  Creek,  except  maybe  a  little  gasoline  tank 
that  would  be  a  very  nice  thing  to  use  to  show  oil  to  an  inquisitive 
shareholder  if  he  ever  penetrated  that  desert  to  see  what  they  were 
doing.  I  remember  about  it  very  well,  because  I  was  asked  this 
peculiar  question  in  France :  There  were  two  companies,  one  a  Dutch 
company  composed  of  very  good  men,  and  one  a  French  company. 
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composed  of  very  ^ood  men,  who  were  in  conflict  with  each  other — 
and  they  later  ffot  into  conflict  with  us.  We  were  able  to  harmonize 
them,  owing  to  their  study  of  the  geological  conditions — they  thought 
more  oil  would  be  wasted.  But  they  came  to  me  to  make  me  the 
bumper  between  the  two  parts  of  the  nut-cracker  and  to  see  if  I 
wouldn't  join  with  them,  and  to  tell  me  what  to  do  with  the  Mid- 
west Co.  One  of  these  gentlemen  came  to  me  at  Christmas  time, 
1912,  and  incidentally  asked  me  how  long  I  had  been  working  in 
Salt  Creek.  It  figured  out  17  months.  I  told  him  I  had  been  work- 
ing there  with  my  associates  17  months.  Then  he  said,  "We  have 
been  in  there  several  years.  What  have  you  done  in  that  time?" 
"  Well,"  I  said,  "  we  have  bored  " — I  have  forgotten  the  number  of 
wells,  but  quite  a  number  of  new  wells — ^"  put  m  a  gathering  station 
at  the  north  side  of  the  field,  put  in  a  tank  farm  on  the  south  side 
of  the  field,  with  a  pump;  built  a  pipe  line  to  Casper;  built  a  refin- 
ery; we  have  built  a  tank  farm  and  we  are  now  supplying  two  or 
thr^  of  the  Mid-Continent  stations  with  oil."  "  Well,"  he  said,  "  do 
you  know  what  would  happen  to  you  if  you  would  take  hold  of  a 
French  situation  that  was  complicated  and  bad  and  make  that  re- 
sult ? "  I  said  I  did  not.  He  said,  "  You  would  be  decorated  with 
the  grand  cross  of  the  Legion  of  Honor."  "Well,"  I  said,  "you 
evidently  don't  know  my  country.  You  have  not  heard  of  the  policv 
called  '  conservation.' "  He  said  he  had  not,  and  I  said^  "  Very  well, 
we  haven't  any  decoration  of  the  grand  cross  of  the  Legion  or  Honor, 
but  myself  and  my  associates  may  feel  ourselves  lucky  if  we  are 
not  indicted  for  that  success."    [Laughter.] 

Miss  Rankin.  You  said  a  few  moments  ago  that  no  one  in  your 
company  had  stock  in  other  companies,  or  something  to  that  enect. 
Don  t  you  think  it  is  possible  for  two  companies  to  be  very  closely 
associated  and  to  have  very  close  business  arrangements  when  there 
is  no  stock  held  in  common? 

Mr.  Eeed.  Absolutely. 

Miss  Rankin.  Isn't  it  possible,  through  banking  associations,  to  be 
very  closely  allied  ? 

Mr.  Reed.  It  is  possible,  but  we  practically  have  no  banking  asso- 
ciations. We  are  our  own  bankers.  The  so-called  "Little"  com- 
panies in  Salt  Creek — there  are  10  of  them  closely  allied,  and  they 
are  closely  associated  with  the  Midwest  Oil  Co.,  but  they  have  no 
interchange  of  shares. 

Miss  Rankin.  Well,  they  can  have  the  same  effect  on  the  public  as 
though  they  did  have.     TKey  can  have  the  same  power. 

Mr.  Reed.  They  haven't  anything  to  do  with  the  public  except  to 
produce  oil  as  fast  as  they  can. 

Miss  Rankin.  You  think  that  has  no  relation  to  the  public? 

Mr.  Reed.  Evidently  what  you  mean  is  that  an  iniquitous  or 
pernicious  monopoly  might  be  in  effect  without  interlocking  stock 
ownership  or  interlocking  directorates.     Certainly  it  might  be. 

Miss  Rankin.  You  say  there  is  none  in  your  company? 

Mr.  Reed.  Well,  I  am  a  large  producer  of  oil  quite  outside  and 
<iuite  independent  of  my  interests  in  the  refining  company,  and  I 
have  no  voice  in  the  refining  company.  Now,  we  are  getting  for  our 
oil — and  it  is  very  high-grade  paraffin  oil — I  think  it  is  $1.17  a 
barrel.     If  I  were  a  Standard  Oil  magnate  and  were  going  to  pay 
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myself,  I  would  be  getting  $1.65.  I  don't  think  there  is  any  associa 
tion  between  our  companies  and  the  Standard,  except  the  economi 
relation  that  would  naturally  follow  because  they  operate  certaii 
branches  of  the  oil  business  that  we  do  not  operate  and  can  not 
I  am  responsible  for  that.  In  1910  I  went  to  the  Standard  Oi' 
Building,  at  26  Broadway,  and  I  submitted  to  the  late  Mr.  Moffatt- 
I  don't  remember  his  initials;  he  was  then  vice  president  of  tlie 
Standard  Oil  Co. — a  proposal  for  them  to  buy  and  distribute  our 
refined  oil  through  some  of  their  associations.  He  said  that  it  was 
a  revolutionary  statement;  that  the  Standard  never  bought  rpfinol 
oil  from  anybody,  but  that  he  would  consider  it,  and  his  conipnii} 
could  not  buy  it,  but  he  would  meet  some  of  them  and  recommenil  it. 
They  do  do  that,  because  for  us  to  have  gone  into  the  distribur 
ing  business  ourselves  would  have  cost  us,  I  think,  $30,000,000  or 
$35,000,000:  and  we  are  like  the  negro  who  was  asked  for  the  loan  of 
a  $5  bill :  ''  We  thank  you  for  the  compliment,  but  we  haven't  got 
the  money."  [Laughter.]  We  sell  that  oil  largely  to  the  Standard 
Oil  officials.  That  was  at  our  request,  our  urgent  insistence.  We 
have  had  a  good  many  fights  with  them  on  various  questions. 

I  think  you  have  the  honor  of  representing  Montana  ? 

Miss  Rankin.  Yes. 

Mr.  Reed.  We  had  a  very  serious  fight  to  get  our  products  into 
the  northern  part  of  Montana  against  opposition  of  one  of  the  Stand- 
ard Oil  Co.'s  agents.  We  are  there  now\  But  we  can  not  refine  that 
oil  and  put  it  into  tanks  in  Casper  and  pay  any  dividends  to  our 
companies.  We  lack  thirty-odd  million  dollars  of  going  into  the 
distribution  of  business,  and  being  utterly  lacking  in  experience,  and 
needing  money  very  badly — because  it  is  not  only  the  TTnited  Static 
Government  that  needs  monej' — we  chose  to  sell  our  oil  to  the  bes^ 
market. 

Miss  Rankin.  Then  you  are  dependent  on  the  Standard  Oil  Co 
to  finally  distribute  your  products? 

Mr.  Reed.  We  are  largelv  dependent  at  this  time  upon  an  affiliation 
with  the  Standard  Oil,  the* Continental  Oil  Co.,  the  Standard  Oil  Co. 
of  Indiana,  and  the  Standard  Oil  Co.  of  Nebraska.  In  order  to  f[o 
into  the  distributing  business  ourselves  we  would  have  to  put  up  the 
stations,  as  they  are  called,  the  little  white  offices  and  tanks,  and  the 
tank  wagons  and  all  that,  and  we  would  have  to  get  the  money  to  do  it. 
And  we  are. not  the  only  independent  producers  in  AVyoming. 

Miss  Rankin.  We  had  a  discussion  before  you  came  as  to  what  was 
an  independent  producer ;  whether  it  was  a  man  who  controlled  hi-^ 
oil  from  the  time  it  was  produced  until  it  reached  the  consumer,  or 
whether  it  was  a  man  who  only  owned  or  controlled  certain  portion> 
of  the  operation. 

Mr.  Reed.  I  think  there  are  not  more  tlian  three  or  four  or^iniza- 
tions  in  the  entire  TTnited  States  that  control  oil  from  the  time  it 
is  produced  until  it  gets  to  the  consumer.  There  are  only  four  or 
five  companies  out  of  the  240  companies  in  California  that  are  in  that 
position.  Out  of  the  242,  I  think  it  was,  separate  and  indo])ondent 
oil  companies  who  operate  in  coastal  Texas  and  Louisiana,  I  thisiK 
there  are  four  that  are  in  that  happy  condition — ^that  producp,  PM^- 
refine,  and  distribute.  There  may  be  somebody,  and  somebody  ^J:l^ 
grow  up  in  the  midwest  cohorts  that  will  desire  to  enter  the  distril'Ht- 
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ing  business.  I  have  had  quite  enough  oil  business  to  last  me  during 
one  incarnation,  and  I  shall  not  foster  that. 

Miss  Eankin.  Then  to  a  certain  extent  you  are  dependent  upon  the 
Standard  Oil  Co.  for  distribution? 

Mr.  Eeed.  We  are;  and  we  are  dependent  upon  the  two  railroads 
that  reach  our  town. 

Miss  Eankin.  Of  course,  now  we  have  one  railroad. 

Mr.  Eeed.  Yes;  now  we  have  one. 

Mr.  Lenroot.  You  mean,  Mr.  Eeed,  that  you  are  dependent  in  the 
same  degree  as  the  smallest  producer  in  the  field  is  dependent? 

Mr.  Eeed.  Absolutely;  no  more,  no  less. 

Mr.  Eakeb.  You  are  dependent  in  the  same  way  that  every  man 
that  raises  grain,  hay,  and  potatoes 

Mr.  Eeed  (interposmg).  Is  dependent  upon  the  elevators. 

Mr.  Eaker.  Is  that  right? 

Mr.  Eeed.  Yes,  sir. 

I  thank  you  very  much,  gentlemen. 

Mr.  Taylor.  Now,  Mr.  Calhoun,  we  will  hear  you. 

STATEHEHT  OF  HB.  C.  C.  CALHOinsr,  EVANS  BTTIIDINa, 

WASHXHaiOITy  S.  C. 

Mr.  Calhoun.  I  am  an  attorney  at  law,  associated  with  Gov.  Wil- 
liam L.  Thorne,  of  Kentucky,  in  the  representation  of  the  Obispo 
Oil  Co.,  San  Luis  Obispo,  Cal. 

Mr.  Chairman,  lady,  and  gentlemen  of  the  committee,  a  few  days 
ago  I  was  called  upon  to  answer  some  questions  at  the  conclusion 
of  Gov.  Thome's  statement  regarding  the  Obispo  Oil  Co.  I  stated  at 
that  time  that  I  had  made  no  preparation  for  the  statement  of  the 
case  before  the  committee,  which  was  expected  to  come  later  on,  and 
necessarily  my  answers  to  the  questions,  which  I  would  very  gladly 
give,  would  be  given  from  memory  of  records  which  I  had  not  gone 
over  recently.  I  want  to  thank  the  committee  for  the  opportunity  to 
make  this  statement  of  the  facts  more  definitely  and  accurately  than 
upon  that  occasion. 

In  this  connection  I  might  state  that  I  have  no  interest  whatever, 
directly  or  indirectly,  in  any  other  oil  company.  I  came  into  this 
case  through  a  lifelong  friendship  with  my  distinguished  associate, 
Gov.  Thorne,  with  whom  I  became  intimately  associated  in  an  of- 
ficial capacity  during  the  little  war  we  had  down  in  Kentucky  in 
1899,  growing  out  oi  which  the  governor  seemed  to  think,  to  my 
very  great  advantage,  that  I  belonged  to  him,  and  he  could  call  upon 
me  at  any  time  in  case  of  emergency. 

In  1915,  while  I  was  out  West,  I  received  a  telegram  from  tlie 
governor  stating  that  he  was  in  a  great  deal  of  trouble  and  would 
like  for  me  to  come  by  Kentucky  for  the  purpose  of  assisting  him. 
When  I  got  there  he  told  me  he  had  gotten  tired  of  browsmg  in 
the  blue-grass  fields  of  Kentucky  and  had  gone  out  on  the  plains 
of  California,  and  being  a  pioneer  he  had  gone  up  against  the  sage* 
brush,  the  jack  rabbits,  and  the  rattlesnakes  out  there  and  had  be- 
come interested  in  this  Obispo  Oil  Co.  He  told  me  of  his  interest 
in  the  company  and  of  the  development ;  that  they  had  spent  a  great 
deal  of  money  and  had  made  a  very  happy  and  fortunate  discovery, 
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He  said,  "You  know,  Calhoun,  I  felt  like  *Brer  Rabbit'  in  that 
big  cabbage  patch.  I  could  see  great  prosperity  and  happiness  in 
my  old  days  for  me  and  my  wife,  and  all  at  once  the  Government 
came  along  and  seized  us  for  I  know  not  what,  and  we  are  tied 
hand  and  foot,  and  now  I  feel  like  *Brer  Rabbit'  when  he  en- 
countered that  tar  baby ;  and  for  the  Lord's  sake  come  and  help  us 
to  get  loose." 

1  came  on  with  the  governor  to  Washington  and  we  found  tlie 
condition  of  the  Obispo  Oil  Co. — as  I  will  relate  more  in  detail 
later  on. 

I  might  state  here  that  the  Obispo  Oil  Co.  is  an  organization 
whose  headquarters  are  at  San  Luis  Obispo,  150  miles  distant  from 
the  oil  field  in  controversy  by  a  direct  line,  and  about  400  mile? 
distant  by  rail.  This  organization  is  composed  of  about  30  in- 
dividuals— ^small  farmers  and  dairymen,  and  Gov.  Thorne,  and  Mr. 
Barnebcrg,  of  the  Commercial  Bank  of  San  Luis  Obispo.  This  com- 
pany was  organized  in  1908  to  take  over  the  development  of  a  piece 
of  property  which  had  been  located  in  1900  in  the  Kern  oil  field 
near  Maricopa,  in  Kern  County,  Cal.  Now,  I  hope  the  committee 
will  bear  in  mind  this  fact,  that  this  property  was  located  out  there 
in  practically  a  desert,  in  1900,  by  a  family  known  as  McCutcheon. 
It  is  known  as  the  Lone  Star  location.  There  have  been  subsequent 
to  that  time,  by  the  same  parties  in  interest,  locations  under  Jtwo  or 
three  different  names,  and  the  reference  to  this  location  in  the  re- 
ports of  the  court  and  the  decisions  of  the  department  are  a  little 
misleading  in  that  respect,  and  for  that  reason  I  am  calling  atten- 
tion now  to  this  fact.  But  the  primal  fact  is  that  the  property  in 
controversy,  consisting  of  160  acres,  was  located  in  1900. 

Of  course,  there  was  no  intimation  that  there  was  oil  or  any 
prospect  for  oil  in  that  country  at  that  time.  There  was  some  pros- 
pecting later  on,  in  1907  and  1908,  in  that  part  of  the  State. 

In  1909  the  McCutcheons  began  development  on  this  property; 
they  got  derricks,  and  spent  about  $2,000  in  1908.  At  that  time  Mr. 
Barneberg,  the  president  of  the  Obispo  Co.,  was  visiting  in  that 
locality  and  he  was  induced  to  organize  the  Obispo  Co.  for  the  pur- 
pose of  developing  this  property.  Now,  remember  this  was  in  1909; 
development  had  already  begun  on  that  property  at  that  time.  An 
arrangement  was  made  with  the  McCutcheons  by  which  the  Obispo 
Oil  Co.  was  to  take  over  this  property  and  begin  development  and 
deed  back  half  to  the  McCutcheons,  in  case  oil  was  discovered. 

They  began  work  at  once,  took  over  the  derrick  and  outfit  of  the 
McCutcheons,  and  bjr  the  latter  part  of  January  or  the  1st  of  Feb- 
ruary, they  were  actively  drilling  on  this  property  day  and  night, 
inchiding  Sundays. 

This  work  was  done  under  the  greatest  of  diflBculties.  At  the  time 
these  people  began  operations  on  this  property  it  was  located  about 
40  miles  from  water.  Pipe  lines  had  to  be  laid  across  the  plains  U> 
get  water  to  this  field.  These  people  were  dependent  upon  the  com- 
pany which  furnished  water  to  a  great  extent.  There  were  no 
houses  to  live  in,  no  buildings  for  machinery.  These  people  went  to 
work  and  built  dormitories  for  the  crews  to  live  in.  This  was  in 
1908  and  1909.  They  built  sheds  for  the  machinery  and  for  housing 
the  animals. 


OIL  LEASING  LANDS.  687 

They  continued  this  work  most  actively  until  in  May  of  1909  this 
well — ^the  first  well  they  started  on — ^they  had  sunk  to  about  500  feet, 
and  they  found  that  the  head  driller  had  made  a  mistake  as  the  well 
was  crcoked.  Seme  boulders  were  encountered  there.  They  ceased 
drilling  on  that  well  and  immediately  began  another  and  prosecuted 
it  with  equal  diligence  down  to  about  the  same  depth,  and  the  same 
mistake  was  made. 

Mr.  Church.  Was  that  a  mistake  or  on  account  of  striking  those 
boulders  ? 

Mr.  Calhoun.  It  was  both.  The  head  driller,  it  seems,  was  not  as 
competent  a  man  as  he  should  have  been.  He  struck  these  boulders 
and  on  account  of  his  lack  of  competency  the  wells  had  to  be  aban- 
doned. The  stockholders  then  thought  they  ought  to  investigate  the 
matter  and  there  was  a  committee  of  stockholders  sent  up  there  to 
make  an  investigation. 

Now,  gentlemen,  I  trust  you  will  pardon  me  for  entering  into  de- 
tails in  stating  the  facts  of  this  case,  Tbecause  you  have  heard  so  much 
on  the  general  question  at  issue,  but  I  think  it  would  be  helpful  to  the 
committee  to  hear  something  about  the  actual  facts  in  the  develop- 
ment and  work  of  one  of  these  companies,  and  what  disaster  they 
have  encountered. 

The  committee  found  conditions,  so  far  as  the  weather  was  con- 
cerned, very  bad  at  that  time.  The  temperature  was  over  100  de- 
grees. They  went  into  a  thorough  investigation  of  the  matter  and 
they  determined  to  release  the  head  driller,  and  to  get  another  head 
driller.  This  was  in  August,  1909.  They  had  up  to  that  time  spent 
more  than  $20,000  in  developing  that  property.  Upon  this  decision 
of  the  committee  to  attempt  to  cet  another  head  driller  they  ceased 
active  drilling  on  the  fifth  of  August,  1909.  They  left  the  second 
driller  in  charge  of  the  work  with  his  wife,  who  had  been  cook  for 
the  crew.  Their  employment  was  continued,  and  the  second  head 
driller  instructed  to — and  he  did — continue  to  work  and  develop  this 
property  by  building  runways  and  building  sheds.  All  of  the 
machinery,  the  drills,  and  every  particle  of  machinery  was  left  on  the 
ground ;  part  of  the  duties  of  this  second  head  driller  was  to  keep 
this  machinery  in  first  class  order,  ready  to  begin  drilling  actively,  at 
the  earliest  possible  moment. 

At  that  time  development  in  California  had  progressed  until  it 
was  quite  difficult  to  get  head  drillers,  and  these  people,  of  course, 
had  some  difficulty  in  locating  the  right  man. 

In  addition  to  that,  as  stated,  the  weather  was  extremely  hot  dur- 
ing this  time,  in  August  and  September;  in  went  to  120°. 

Mr.  Chubch.  In  the  shade? 

Mr.  Calhoun.  Yes,  sir;  to  120®. 

Mr.  Church.  It  was  1^  in  the  sun. 

Mr.  Calhoun.  Under  those  conditions,  way  out  there  away  from 
accommodations,  the  second  head  driller  and  his  wife,  who  had  been 
taken  ill,  had,  on  the  10th  of  September,  1909,  to  withdraw  to  where 
the  wife  could  get  the  proper  medical  treatment  and  proper  atten- 
tion. Seventeen  days  thereafter,  on  the  27th  of  Septemoer,  came  the 
order  of  withdrawal.  Now,  of  course,  that  order  of  withdrawal 
upset  these  people  very  much,  as  it  did  many  others  in  the  West. 
They  were  surprised  to  find  their  property  included  within  the  with- 
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drawal.    Fortunately  it  was  not  included  in  the  subsequent  with- 
drawal of  the  Navy  Department. 

As  I  say,  naturally  the  people  were  delayed  in  beginning  their 
operations  by  reason  of  this  withdrawal.  They  had  to  consult  attor- 
neys as  to  their  legal  rights.  Attorneys  advised  them  that  no  Gov- 
ernment on  earth  would  hold  that  those  people  were  not  entitled 
under  the  circumstances  to  go  ahead  and  prosecute  the  claims  to  dis- 
covery. There  was  a  representative  of  the  Interior  Department  on 
the  ground,  and  he  said :  "  Of  coui-se,  you  people  have  a  right  to  go 
ahead  and  prosecute  your  work  to  a  discovery  of  oil.  You  have 
shown  your  good  faith  here,  and  you  are  excusable  for  the  tem- 

Eorary  ceasing  in  the  active  drilling."  They  went  ahead  and  in 
December  were  preparing  to  beein  active  drilling.  At  that  time  a 
representative  of  the  Midway  Pacific  Co.  came  along  and  told  a 
representative  of  the  Obispo  people  that  his  company  would  like  to 
take  over  this  work  of  drilling  and  complete  the  work. 

They  paid  them  considerable  money — ^I  think  $9,000,  somethiBg 
like  that — for  the  work  which  had  been  done,  and  agreed  to  take  over 
and  carry  out  the  contract  with  the  McCutcheons  which  the  McCut- 
cheons  agreed  to;  that  is,  to  do  the  drilling  and  all  necessary  work 
and  to  deed  back  40  acres  of  the  land  to  the  Obispo  Co.  This  seemed 
to  be  an  attractive  proposition  to  the  Obispo  Co.,  and  they  accepted. 
This  companj'  went  to  work  in  January  and  in  February,  1910,  re- 
sume active  drilling  on  the  property.  They  continued  their  work 
very  actively  until  the  6th  of  June,  when  they  brought  in,  within  30 
feet  of  these  two  wells  which  had  been  drilled  to  a  depth  of  500  feet 
by  the  Obispo  Co.  in  1909,  a  very  large-producing  well. 
.  Mr.  Lenroot  a  few  days  ago  raised  the  question  as  to  this  com- 
pany ceasing  to  work  in  August  on  account  of  the  lack  of  funds 
and  for  the  purpose  of  reorganization,  and  at  this  point  I  would 
like  to  explain  that  it  is  a  fact  that  in  August  of  1909  the  company 
had  expended  about  $20,000  and  did  not  have  a  great  deal  of  money 
in  its  treasury.  But  the  president  of  this  company  was  the  presi- 
dent of  a  bank  in  San  Luis  Obispo,  a  small  bank  there  which  was 
ready  to  finance  the  company,  as  stated  by  this  president  at  the  time, 
and  it  was  not  for  the  reason  of  the  lack  of  funds  that  this  com- 
pany had  ceased  to  drill  at  that  time,  nor  was  it  for  the  purpose  of 
reorganization,  because,  as  I  understand,  there  has  been  no  re- 
organization at  all. 
Mr.  Thorkb.  Never  has  been.  ,.    .,       i 

Mr.  Calhoun.  The  records  show  that  clearly.  Now,  this  idea  of 
the  company  ceasing  drilling  on  account  of  lack  of  funds  ffot  lato 
the  record  in  this  way,  which  I  would  like  to  explain.  The  Midwav 
Pacific  Co.,  which  started  drilling  in  1910  and  made  the  actual 
discovery  of  oil  at  that  time,  had  its  headquarters  at  San  Francisco, 
many  miles  distant  from  San  Luis  Obispo,  the  headquarters  of  the 
Obispo  Oil  Co.  When  the  proceedings  were  instituted  agauist  the 
Midway  Co.  and  these  other  companies  which  were  interested  m 
this  160  acres,  the  Midway  Co.,  having  taken  over  the  contract 
undertook  the  defense  of  the  case  and  the  prosecution  of  the  case 

for  the  patent.  ^   ^  .      .i     -m#.  j  ^ 

The  attorneys  who  had  charge  of  the  case  for  the  Midway  were 
located  in  San  Francisco,  and  they  took  up  the  case  without  consult- 
ing—very naturaUy,  as  I  should  suppose— the  officers  of  the  Obispo 
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Co.  and  without  knowing  the  actual  facts  in  the  case  of  the  Obispo 
Co.,  the  actual  facts  which  existed  in  1909,  prior  to  the  time  that  the 
Midway  Co.  took  charge. 

It  was,  as  some  members  of  the  committee  know,  the  opinion  of 
the  leading  attorneys  of  the  West  at  that  time  that  this  withdrawal 
order  was  invalid,  in  which,  I  think,  about  10  Federal  judges  have 
in  their  decisions  concurred,  and  a  very  large  minority  of  the  Su- 
preme Court,  as  I  understand,  entertained  the  same  view.  The 
attorneys  who  were  prosecuting  the  case  for  the  Midway  Co.  relied 
upon  the  invalidity  of  the  withdrawal  order  and  upon  such  facts 
as  they  had  before  them  regarding  the  prosecution  of  the  work  by 
the  Midway  Co.  As  I  understand,  it  was  also  their  opinion  that  if 
the  applicant  ceased  drilling  temporarily  for  the  purpose  of  secur- 
ing funds,  when  there  was  a  strong  probability  of  them  being  able 
to  get  the  funds  again,  that  that  would  exempt  them.  In  that  way 
these  references  to  the  company  not  having  funds  got  into  the 
record  improperly  and  incorrectly,  as  the  subsequent  testimony  has 
shown. 

Mr.  Lenroot.  I  will  have  to  leave  in  a  minute,  and  I  would  like 
just  to  ask  you  what  your  contention  is  as  to  why  the  Obispo  Co. 
suspended  operations  for  five  or  six  months  before  work  was  begun 
by  the  Midway  Co.  ? 

Mr.  Calhoun.  Because  of  their  inability  to  secure  a  driller.  My 
contention  is — and  the  proof  shows  it,  and  it  can  not  be  questioned — 
that  they  suspended  drilling  in  August  for  the  purpose  of  securing  a 
head  driller. 

Mr.  Lenroot.  Yes;  but  is  it  the  contention  of  your  company  that 
at  no  time  during  the  five  months  could  they  scure  a  driller? 

Mr.  CAmouN.  No;  that  is  not  the  contention.  The  contention  of 
the  company  is  that  in  August  they  suspended  drilling  for  the  pur- 
pose of  securing  a  head  driller.  They  had  difficulty  in  getting  a 
nead  driller.  They  did  net  expect,  on  account  of  the  weather  con- 
ditions, to  resume  drilling  until  it  got  cooler,  because  it  was  so  hot 
ther?.  They  were  in  the  meantime  trying  to  get  a  head  driller.  You 
see,  the  company  was  located  down  at  San  Luis  Obispo,  150  miles 
across  the  plains  and  400  miles  by  rail  from  this  property,  and  they 
could  not  m  the  very  nature  of  things  renew  their  work  there  as 
promptly  as  they  would  have  been  able  to  if  they  had  been  on  the 
ground. 

Mr.  Thorne.  They  had  to  make  water  arrangem-^nts  40  miles. 

Mr.  Calhoun.  But  the  purpose  was  to  begin  drilling  just  as  soon 
as  they  could  get  a  head  driller  and  the  weather  conditions  would 
permit. 

Mr.  Lenroot.  Now,  let  me  ask  you  this :  Is  it  your  contention  now 
that  prior  to  February — when  I  think  the  Midway  actually  began 
work  under  contract  with  your  company 

Mr.  Calhoun.  They  began  work  before  that,  but  the  drilling  was 
begun  then. 

Mr.  Lenroot.  That  between  August  and  February  you  were  justi- 
fied, during  that  entire  time  in  suspending  operations,  keeping  them 
in  suspension  on  account  of  your  inability  to  secure  a  head  driller 
and  on  account  of  the  weather  conditions? 

Mr.  Calhoun.  No,  sir.  I  was  just  coming  to  that.  I  was  just 
explaining  that  in  August  we  ceased  drilling  on  account  of  trying  to 
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secure  a  head  driller.  The  weather  conditions  continued  up  through 
September,  which  made  it  practically  impossible  to  work,  and  on  the 
27th  of  September  this  withdrawal  order  came,  and  the  withdrawal 
order  prevented  us  from  beginning  work  for  a  while  until  we  could 
consult  counsel  and  the  stockholders  could  take  an  inventory  of  the 
conditions  and  determine  whether  under  the  circumstances  they 
should  go  ahead  with  the  work.  It  was  the  withdrawal  order,  added 
to  the  inability  to  get  the  head  driller,  which  delayed  our  resuming 
operations.  Our  contention  is  that  we  would  have  begun  work  as 
soon  as  weather  conditions  would  have  permitted  had  it  not  been  for 
the  withdrawal. 

Mr.  Lenroot.  Now,  were  you  advised  by  your  counsel  that  even 
though  the  withdrawal  order  was  valid  you  were  not  protected  by 
the  exception  in  the  withdrawal  order? 

Mr.  Calhoun.  No;  we  were  advised,  as  I  understand — of  course, 
I  was  not  on  the  ground — we  were  advised,  first,  that  the  order  was 
invalid,  and  then,  as  I  stated,  that  no  government  on  earth  would 
take  our  property  from  us  under  those  conditions,  under  that  order; 
and  that  we  were  justified  in  going  ahead.  Now,  this  all  took  some 
time.  Counsel  wanted  to  investigate  the  matter  thoroughly.  It  was 
a  close  question,  and  it  took  some  time  for  us  to  get  an  opinion  of 
counsel  as  to  what  we  should  do.  Here  we  are  charged  with  being 
trespassers  and  violators  of  the  law  because  we  have  gone  back  there. 
It  was  a  serious  matter  to  these  people;  although  they  are  charged 
with  all  kinds  of  things,  they  are  as  good  citizens  as  live  in  this  coun- 
try. They  are  law-abiding  citizens.  They  wanted  to  do  the  right 
thmg. 

Mr.  Lenroot.  There  is  no  charge  of  fraud  against  your  company, 
is  there? 

Mr.  Calhoun.  Yes,  sir ;  as  I  have  stated. 

Mr.  Lenroot.  Against  your  company? 

Mr.  Calhoun,  i  es,  sir ;  and  I  want  to  call  the  committee's  atten- 
tion to  those  charges  and  the  manner  in  which  the  charges  of  fraud 
have  been  made.  That  is  just  one  reason  why  I  am  before  this  com- 
mittee, and  it  will  be  surprising  to  this  committee  when  this  com- 
mittee sees  the  record  in  the  case. 

Mr.  SMrTH.^Were  these  charges  made  in  the  department  after  you 
made  application  for  patent? 

Mr.  Calhoun.  Yes,  sir;  and  they  were  repeated  in  1917;  although, 
as  Judge  Bledsoe  says  in  his  opinion,  the  Government's  representa- 
tives stood  by  and  saw  us  develop  this  property  without  the  slightest 
protest  or  without  the  slightest  objection  until  1913. 

Mr.  Taylor.  Without  objection,  the  committee  will  stand  ad- 
journed until  10  o'clock  to-morrow  morning. 

(Thereupon,  at  12.10  o'clock  p.  m.,  an  adjournment  was  taken 
until  to-morrow,  February  21,  1918,  at  10  o'clock  a.  m.) 


CoMMrrTEE  ON  the  Public  Lands, 

House  of  Representattves, 
Thursday^  Fehruary  21,  1918. 
The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Edward  T.  Taylor 
presiding. 

Mr.  Taylor.  Gentlemen,  the  chairman  is  absent  for  a  few  minutes 
and  some  of  the  members  of  the  committee  are  going  to  be  a  little 
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slow  in  getting  here  this  morning,  and  those  present  have  suggested 
that  we  proceed  with  your  statement,  Mr.  Calhoun. 

STATEMENT  OF  C.  C.  CALHOTJN— Besumed. 

m 

Mr.,  Calhoun.  Mr.  Chairman  and  gentlemen  of  the  committee,  a 
brief  recapitulation  of  my  statement  of  yesterday  would  be,  I  be- 
lieve, that  this  land  in  controversy  was  located  in  1900. 

Mr.  Lekroot.  Haven't  you  gone  over  that  already,  Mr.  Calhoun? 

Mr.  Calhoun.  I  thought  perhaps  some  of  the  members  who  were 
not  present  would  like  to  hear  it. 

Mr.  Lenroot.  It  is  all  in  the  record. 

Mr.  Taylor.  Now,  let  me  suggest  to  you,  Mr.  Calhoun,  we  are 
trying  to  enact  general  legislation  for  the  entire  country,  and  we  are 
not  going  exhaustively  into  any  one  particular  case.  We  are  not 
drafting  a  bill  for  any  particular  individual  relief.  It  is  general 
legislation  that  we  are  trying  to  enact,  and  we  are  trying  to  b3  fair 
with  these  people  who  have  initiated  claims  upon  the  public  domain 
under  what  they  believed  were  existing  laws,  and  treat  them  as  fair 
as  possible;  but  it  is  not  necessary  to  go  exhaustively  into  any  one 
case,  because  there  are  a  thousand  of  them,  and  we  try  to  take  them 
by  and  large  as  they  appear  throughout  the  Western  States.  So,  in 
a  general  way,  while  you  have  made  a  very  good  case  for  your  in- 
dividual matter,  our  object  is  general  legislation  that  would  be  ap- 
plicable and  would  protect  your  interests  and  everybody  else  as  far 
as  possible.  Now,  if  you  can  give  the  committee  any  general  informa- 
tion that  will  be  useful  in  the  way  of  general  provisions  in  this  bill, 
that  will  protect  your  just  claims,  whether  technically  legal  or  not, 
that  is  what  we  want  to  ascertain.  So  please  be  as  brief  as  possible. 
There  are  20  more  men  waiting  to  be  heard,  and  we  can  not  prolong 
this  hearing  all  spring. 

Mr.  Calhoun.  As  1  understood  it,  this  was  a  somewhat  typical 
case  of  the  California  cases;  and  for  that  reason  I  was  endeavoring 
to  go  into  the  details  a  little  more  fully  than  might  otherwise  be 
expected. 

Mr.  Taylor.  Wo  have  given  you  your  own  time,  and  you  have  now 
consumed,  I  think,  all  but  15  minutes. 

Mr.  Calhoun.  I  understood  I  had  been  allowed  40  minutes,  and  1 
^understood  from  the  reporter  that  I  had  taken  15  minutes  and  ex- 
pected to  take  15  or  20  minutes  more  this  morning. 

Mr.  Taylor.  Well,  whatever  time  you  have  you  will  get. 

Mr.  Calhoun.  Following  the  discovery  of  oil  on  June  5, 1910,  ap- 
plication was  made  for  a  patent  to  this  property,  and  that  applica- 
tion was  favorably  acted  upon  by  the  local  land  office  and  was  cer- 
tified to  the  Interior  Department  for  confirmation. 

Mr.  Taylor.  That  was  in  the  California  land  office? 

Mr.  Calhoun.  Yes,  sir.  Whil^  that  application  was  pending, 
application  was  made  before  Judge  Dooling  for  the  appointment  of 
a  receiver. 

Mr.  Taylor.  That  was  on  behalf  of  the  Government? 

Mr.  Calhoun.  That  was  on  behalf  of  the  Government  in  1913. 

Mr.  Taylor.  Was  that  by  the  Department  of  Justice  or  the  De- 
partment of  the  Interior? 
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Mr.  Calhoun.  The  Department  of  Justice.  In  October,  1913, 
objection  was  filed  in  the  Interior  Department  by  the  Department  of 
Justice  to  the  allowance  of  the  patent  which  had  been  reconunended 
favorably  by  the  local  land  oflBce  in  California.  That  was  followed 
by  an  application  for  a  receiver  in  Judge  Dooling's  court. 

Mr.  Smith  of  Idaho.  May  I  ask  a  question?  This  receiver  was 
called  for  because  of  the  effect  of  the  Taft  withdrawal  ?  Is  that  the 
reason  the  receiver  was  asked  for? 

Mr.  Calhoun.  Yes,  sir.  You  see,  oil  had  been  discovered  in  1910 
in  large  quantities,  and  this  oil  was  being  disposed  of,  and  in  1913 
application  was  made  for  the  receiver  m  Judge  Dooling's  court, 
linder  the  withdrawal  order. 

Mr.  Taylor.  They  granted  a  receiver  on  the  same  grounds  that 
they  grant  a  receiver  m  almost  any  case,  to  prevent  the  waste,  ex- 
haustion, or  consumption  of  the  property  pending  the  litigation, 
didn't  they? 

Mr.  Calhoun.  Well,  Judge  Dooling  denied  the  application  for  the 
receiver. 

Mr.  Tatlor.  But  they  got  one  afterwards? 

Mr.  Calhoun.  Then  Judge  Bledsoe  was  appointed  to  the  bench, 
and  another  application  was  made  for  a  receiver,  and  that  was 
allowed  by  Judge  Bledsoe. 

Mr.  Church.  I  would  like  to  ask  you  what  time  in  1910  was  oil 
discovered  ? 

Mr.  Calhoun.  June  5, 1910. 

Mr.  Church.  That  was  before  the  withdrawal  was  made,  was  it 
not? 

Mr.  Calhoun.  More  than  a  month  and  a  half  before  the  Pickett 
Act  was  passed.  Discovery  was  made  within  30  feet  of  the  two  wells 
which  had  been  drilled  500  feet  deep. 

Subsequent  to  the  granting  of  the  application  for  the  appointment 
of  a  receiver  temporarily,  Gov.  Thorne  and  myself  came  into  the  case. 
At  that  time  I  ascertained  that  gas  had  been  discovered  in  the  drill- 
ing of  the  two  wells  to  600  feet.  I  also  ascertained  through  Gov. 
Thorne,  who  had  been  on  the  ground  with  the  Obispo  people,  the  real 
reasons  for  the  cessation  of  drilling  on  August  5, 1909;  and  evidence 
in  support  thereof  was  at  once  submitted  to  the  Interior  Department, 
where  the  case  was  pending  on  application  for  a  patent. 

When  the  matter  was  taten  up  before  the  Interior  Department  a 
communication  was  addressed  by  that  department  to  the  Department 
of  Justice  suggesting  that  in  view  of  the  conditions  in  this  case 
it  might  be  wise  to  withhold  further  proceedings  until  Congress  could 
act.  The  Department  of  Justice  replied  that  it  would  not  be  ad- 
visable to  withhold  proceedings  until  Congress  could  act;  that  it 
would  delay  the  proceedings  in  the  courts,  and  reconmiended  that 
the  case  be  proceeded  with. 

The  case  was  then  proceeded  with  before  Judge  Bledsoe,  and  Judge 
Bledsoe,  in  a  rather  exhaustive  opinion,  in  which  a  great  part  of 
it  was  devoted  to  the  discovery  of  gas  in  these  two  welk  which  were 
sunk  500  feet,  on  a  very  close  question  dec'ded  in  favor  of  the  Grov- 
ernment.  It  went  off  on  the  question  solely  of  due  diligence  at  the 
time  of  the  withdrawal  order  in  September,  1909. 

In  the  meantime,  as  showing  the  effect  of  the  appointment  of  the 
receiver  and  how  this  company  and  others  have  suffered,  I  cite  the 
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following:  Of  course  drilling  had  ceased — ^the  drilling  of  wells— 
upon  the  appointment  of  the  receiver.  Our  company  had  an  ar 
rangement  with  the  Standard  Oil  Co.  by  which  the  Standard  Oil  Co 
was  to  take  this  oil  at  55  cents  per  barrel.  When  the  receiver  was 
appointed  the  arrangement  for  the  continuation  of  that  contract  had 
about  expired,  and  the  receiver  did  not  renew  that  arrangement  with 
tho  Standard  Oil  Co.  Oil  then  dropped  to  38  cents  a  barrel,  and  by 
that  transaction  alone  this  company  lost  $30,000. 

Of  course  they  have  not  been  permitted  to  go  ahead  and  sink  the 
wells,  and  it  has  been  charged  that  water  has  come  into  that  terri- 
tory and  is  liable  to  spoil  the  wells. 

1  refer  to  the  above  application  on  the  part  of  the  Interior  De- 

Eartment  to  the  Department  of  Justice,  asking  that  proceedings  be 
eld  up  until  Congress  could  act,  as  showing  the  effect  of  the  comity 
which  exists  between  the  departments  here  on  claimants  who  are 
honestly  prosecuting  their  matters  before  the  departments.  It  re- 
sults in  a  cessation  of  any  action  at  all,  and  for  that  reason,  gentle- 
men, it  is  most  important  that  Congress  fix  matters  definitely  m  th's 
bill  so  that  we  will  not  be  delayed  by  reason  of  the  comity  existing 
between  the  departments  in  getting  the  effect  of  the  relief  which 
Congress  finds  we  are  entitled  to. 

Now  there  is  another  matter  in  connect'on  with  this  case  that  I 
feel  it  my  duty  to  refer  to,  both  to  the  committee,  to  the  people  whom 
I  represent,  to  Gov.Thorne,  and  to  myself.  When  this  case  was  being 
heard  before  the  Senate  committee.  Gov.  Thorne,  who  had  come  from 
Kentucky,  stood  before  that  committee  on  his  crutches  and  represented 
to  the  committee  that  there  was  no  fraud  in  this  case ;  that  we  were 
not  guilty  of  fraud.  I  made  the  same  representation  to  the  com- 
mittee. Mr.  Payne,  the  receiver  for  this  and  other  oil  companies, 
who  had  been  brought  on  from  California,  made  a  statement  to  the 
committee  as  follows: 

I  thought  at  the  time  I  listened  to  the  recital  of  alleged  facts  in  some  of  these 
cases  that  if  the  Attorney  General  was  prosecuting  cases  of  that  type  with  the 
facts  as  stated  that  we  ought  to  change  the  title  of  the  department  from  "  De- 
partment of  Justice  "  to  "  Department  of  Injustice."  Of  course,  we  can  not  try 
these  particular  cases.  I  would  state,  however,  that  if  an  investigation  were 
made  I  think  it  would  show  that  the  facts  recited  here  are,  to  say  the  least, 
very  Inaccurata  The  recitals  here  as  to  supposed  facts  in  many  cases  fall  to 
measure  up  to  the  actual  facts  in  the  cases. 

If  the  Attorney  General  is  prosecuting  cases  of  the  type  that  he  is  alleged 
to  be,  in  my  opinion  this  department  should  be  called  the  "  Department  of  In- 
justice "  rather  than  the  "  Department  of  Justice." 

That  statement,  as  I  understood  from  the  receiver,  was  made  more 
particularly  regarding  our  company  than  any  other  company.  The 
accuracy  of  those  facts  referred  to  by  the  receiver  have  since  been 
verified  by  the  courts. 

Those  statements  were  made  before  the  Senate  committee  in  1916. 
In  the  early  part  of  1917  a  representative  of  the  Department  of  Jus- 
tice, whom  I  regret  very  much  to  have  to  refer  to,  because  he  can  not 
be  present  to  answer  for  himself,  came  to  Washington  City,  went 
before  the  Naval  Affairs  Committee  in  a  hearing  at  which  the  rep- 
resentatives of  this  company  and  of  no  other  oil  company  that  I 
know  of  were  present,  and  referred  particularly  to  this  company. 

Now,  you  will  bear  in  mind  that  the  Obispe  Oil  Co.  was  not  within 
the  naval  reserves,  and,  strictly  speaking,  the  Obispo  Oil  Co.  was  not 
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up  for  consideration  before  the  Naval  Affairs  Committee,  but  the 
representative  of  the  Department  of  Justice  brought  into  that  case 
and  before  that  hearing  the  Obispo  Oil  Co.  I  am  not  stating  this 
for  criticism,  but  I  am  stating  the  facts.  You  remember  the  state- 
ments had  been  made  before  the  Public  Lands  Committee  that  there 
was  no  fraud  in  this  case. 

The  statement  had  been  made  by  the  receiver,  which  I  have  just 
read  to  you,  and  it  had  made  a  deep  impression  upon  the  Public 
Lands  Committee  at  the  previous  hearing.  As  I  have  stated,  the 
representative  of  the  Department  of  Justice  himself  called  attention 
to  the  Obispo  Oil  Co.  Senator  Pittman,  who  was  present  with  other 
members  of  the  Public  Lands  Committee  at  the  hearing  before  the 
Naval  Affairs  Committee,  asked  the  representative  of  the  Department 
of  Justice  if  he  approved  of  the  decision  in  the  Obispo  Oil  Co.  case, 
<o  which  the  representative  replied: 

I  certainly  do.  I  invite  your  attention  to  the  fact  that  the  commissioner,  who 
found  the  sjime  as  the  judge,  found  that  those  locators — that  these  McCutcheons 
were  fraudulent  locators  and  claimants;  and  also  found  they  had  not  diligently 
worked  on  thnt  sec'tion.    He  found  the  facts  as  to  diligence  as  I  have  stnted. 

Now,  then,  I  invite  your  attention  to  the  two  decisions  reported  in  the  Fed- 
eral Reporter  by  Judge  Bledsoe — one  on  motion  for  an  injunction  and  one  for 
final  hearing.  He  discusses  facts  elaborately.  And  then,  If  you  would  be  better 
satisfied  with  the  land  commissioner,  his  decision  is  full,  and  the  Assistant  Sec- 
retary sat  with  him  and  approved  his  findings. 

As  showing  the  connection  that  he  had  with  those  cases,  he  says: 

I  introduced  in  that  case,  when  I  tried  It  in  court,  Mr.  Tallman's  opinion,  and 
asked  that  the  court  be  bound  by  the  commissioner's  findings  of  fact,  because 
he  had  jurisdiction  of  the  facts.  If  you  ignore  the  facts  and  assume  them  to  be 
different  from  the  way  tliey  were  found,  or  listen  from  hearsay  from  interested 
parties,  of  course,  you  will  feel  it  Is  a  pretty  hard  case,  but  if  you  sit  down  and 
read  the  case  as  reported  in  the  Federal  Reporter  all  hardships  disappear. 

When  we  do  turn  to  the  decision  of  the  Land  Office  .we  find  that 
instead  of  finding  that  there  was  fraud  in  that  case  Commissioner 
Tallman  says,  July  24,  1914 : 

Your  office  recommended  that  the  charges  be  dismissed,  that  the  said  amended 
application  for  patent  be  accepted  and  filed,  and  that  patent  to  the  land  be 
issued. 

Kef  erring  to  this  land,  particularly,  in  controversy. 

Referring  to  the  opinion  of  Judge  Dooling,  in  which  it  was  asserted 
that  it  was  found  that  we  were  guilty  of  fraud 

Mr.  Taflor.  Are  these  officials  still  charging  you  people  with  fraud 
here  now  ? 

Mr.  Calhoun.  The  charge  has  been  made. 

Mr.  Taylor.  But  are  they  now?  Do  you  fear  that  if  we  pass 
any  general  legislation  they  would  cut  you  people  out  on  the  ground 
of  fraud  ? 

Mr.  Calhoun.  No,  sir ;  that  is  not  the  point 

Mr.  TAyix)R.  The  question  is  whether  or  not  this  committee  should 
go  into  an  elaborate  hearing  as  to  whether  or  not  you  people  are 
mdividually  now  guilty  of  fraud  when  there  is  no  real  fraud 
charged  against  you  at  this  time.  Can  we  not  condense  this  and 
£et  along  somehow  ? 

Mr.  Calhoun.  Well,  I  am  about  through  with  the  references. 

Mr.  Taylor.  All  right,  then,  go  ahead. 
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Mr.  Calhoun.  But  my  reason  for  referring  to  this  matter,  gentle- 
men, is  we  had  made  the  statement  before  the  other  committee  and 
before  this  committee  that  we  are  not  guilty  of  any  fraud,  and  it 
has  been  falsely  charged  that  courts  had  decided  that  we  were. 

Mr.  Taylor.  Can  they  prove  any  charge  against  your  concern  that 
would  cut  you  out  of  the  beneficial  relief  legislation  here  if  we  passed 
a  general  law  of  that  kind  ? 

Mr.  Calhoun.  I  think  not,  because  the  matter  would  go  before 
the  Interior  Department.  But  our  statement  that  this  company  is 
not  guilty  of  fraud  has  been  challenged,  and  it  has  been  represented, 
and  memoers  of  the  Public  Lands  Committee  were  led  to  believe  that 
this  case,  which  presented  such  strong  equities,  had  been  misrepre- 
sented to  them  by  us  when  we  said  it  had  been  held  that  we  were 
not  guilty  of  fraud.  The  committee  believed  the  statement  which 
was  made  under  the  circumstances  by  the  man  who  was  engagsd  in 
the  prosecution  of  the  case  and  who  was  charged  with  that  prosecu- 
tion when  he  came  before  their  committee  under  such  circumstances 
and  made  that  statement — that  solemn  declaration — ^that  we  had  been 
guilty  of  fraud  and  that  the  Land  Department,  the  Interior  Depart- 
ment, and  the  courts  had  found  us  guilty  of  fraud,  although  the  de- 
cisions are  unanimous  in  holding  that  we  were  not  guilty  ot  fraud. 

Mr.  Taylor.  He  made  a  misstatement  and  a  misrepresentation  of 
the  facts,  did  he  ? 

Mr.  Calhoun.  He  did,  as  to  the  facts  in  the  case  and  as  to  what 
the  tribunals  had  held,  and  we  do  not  want  to  be  put  in  the  attitude 
of  coming  before  this  committee,  or  coming  beK)re  Congress  and 
making  a  statement  that  the  people  whom  we  represent  are  innocent 
of  fraud,  when  according  to  this  false  statement  we  are  representing 
fraudulent  locators  who  are  trying  to  deprive  our  Government  of 
its  property  through  fraud  and  misrepresentation.  And  we  think 
that  this  committee  is  entitled  to  know  that  such  misrepresentations 
have  been  made  regarding  the  record  in  the  case. 

Mr.  Taylor.  Are  they  still  making  these  charges?  Are  the  repre- 
sentatives of  the  Department  of  Justice  here  now  claiming  that  you 
people  are  fraudulent  locators? 

Mr.  Calhoun.  I  think  not.    I  hope  not. 

Mr.  Lenroot.  No  one  before  this  committee  had  made  any  charge 
of  fraud  against  your  present  company,  has  there? 

Mr.  Calhoun.  No,  sir;  but  the  question  has  been  asked  a  number 
of  times,  and  I  wish  to  remove  the  false  impression  which  has  been 
made. 

Mr.  Lenroot.  It  has  been  assumed  before  the  committee,  I  think, 
in  every  question  that  has  been  asked,  that  so  far  as  your  own  indi- 
viduals were  concerned  there  was  no  charge  of  fraud ;  that  whether 
there  was  a  dummy  locator  there  was  no  charge  made  that  you  were 
cognizant  of  it  if  there  was  such.    Is  that  true  ? 

Mr.  Calhoun.  That  is  true  from  the  decisions. 

Mr.  Lenroot.  Then,  I  do  not  think  we  ought  to  be  trying  out  the 
question  here. 

Mr.  Taylor.  It  seems  to  me  we  are  going  into  a  great  deal  of 
wholly  unnecessary  explanation  to  prove  your  innocence  here.  So 
far  as  this  committee  is  concerned,  tnere  is  nothing  here  to  indicate 
anywhere  but  what  Gov.  Thome's  associates  have  acted  in  the  utmost 
good  faith  here. 
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up  for  consideration  before  the  Naval  Affairs  Committee,  but  the 
representative  of  the  Department  of  Justice  brought  into  that  case 
and  before  that  hearing  the  Obispo  Oil  Co.  I  am  not  stating  this 
for  criticism,  but  I  am  stating  the  facts.  You  remember  the  state- 
ments had  been  made  before  the  Public  Lands  Committee  that  there 
was  no  fraud  in  this  case. 

The  statement  had  been  made  by  the  receiver,  which  I  have  just 
read  to  you,  and  it  had  made  a  deep  impression  upon  the  Public 
Lands  Committee  at  the  previous  hearing.  As  I  have  stated,  the 
representative  of  the  Department  of  Justice  himself  called  attention 
to  the  Obispo  Oil  Co.  Senator  Pittraan,  who  was  present  with  other 
members  oi  the  Public  Lands  Committee  at  the  hearing  before  the 
Naval  Affairs  Committee,  asked  the  representative  of  the  Department 
of  Justice  if  he  approved  of  the  decision  in  the  Obispo  Oil  Co.  case, 
to  which  the  representative  replied: 

I  certainly  do.  I  invite  your  attention  to  the  fact  that  the  commissioner  who 
found  the  same  as  the  judge,  found  that  those  locators — that  these  McCutcheons 
were  fraudulent  locators  and  claimants;  and  also  found  they  had  not  diligently 
worked  on  that  section.    He  found  the  facts  as  to  diligence  as  I  have  stnted. 

Now,  then,  I  invite  your  attention  to  the  two  decisions  reported  in  the  Fed- 
eral Reporter  by  Judge  Bledsoe — one  on  motion  for  an  injunction  and  one  for 
final  hearing.  He  discusses  facts  elaborately.  And  then,  if  you  would  be  better 
satisfied  with  the  land  commissioner,  his  decision  Is  full,  and  tlie  Assistant  Sec- 
retary sat  with  him  and  approved  his  findings. 

As  showing  the  connection  that  he  had  with  those  oases,  he  says: 

I  introduced  in  that  case,  when  I  tried  it  in  court,  Mr.  Tallraan's  opinion,  and 
asked  that  the  court  be  bound  by  the  commissioner's  findings  of  fact,  because 
he  had  jurisdiction  of  the  facts.  If  you  ignore  the  facts  and  assume  them  to  \» 
different  from  the  way  they  were  found,  or  listen  from  hearsay  from  interested 
parties,  of  course,  you  will  feel  it  is  a  pretty  hard  case,  but  If  you  sit  down  and 
read  the  case  as  reported  in  the  Federal  Reporter  all  hardships  disappear. 

When  we  do  turn  to  the  decision  of  the  Land  Office  .we  find  that 
instead  of  finding  that  there  was  fraud  in  that  case  Commissioner 
Tallman  says,  July  24,  1914 : 

Your  office  recommended  that  the  charges  be  dismissed,  that  the  said  amended 
application  for  patent  be  accepted  and  filed,  and  that  patent  to  the  land  he 
issued. 

Referring  to  this  land,  particularly,  in  controversy. 

Referring  to  the  opinion  of  Judge  Dooling,  in  which  it  was  asserted 
that  it  was  found  that  we  were  guilty  of  fraud 

Mr.  Taflor.  Are  these  officials  still  charging  you  people  with  fraud 
here  now? 

Mr.  Calhoun.  The  charge  has  been  made. 

Mr.  Taylor.  But  are  they  now  ?  Do  you  fear  that  if  we  pass 
any  general  legislation  they  would  cut  you  people  out  on  the  ground 
of  fraud? 

Mr.  Calhoun.  No,  sir;  thai  is  not  the  point 

Mr.  Taylor.  The  question  is  whether  or  not  this  committee  should 
^o  into  an  elaborate  hearing  as  to  whether  or  not  you  people  are 
mdividually  ^  now  guilty  of  fraud  when  there  is  no  real  fraud 
charged  against  you  at  this  time.  Can  we  not  condense  this  and 
:get  along  somehow? 

Mr.  Calhoun.  Well,  I  am  about  through  with  the  references. 

Mr.  Taylor.  All  right,  then,  go  ahead. 
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Mr.  Calhoun.  But  my  reason  for  referring  to  this  matter,  gentle- 
men, is  we  had  made  the  statement  before  the  other  committee  and 
before  this  committee  that  we  are  not  guilty  of  any  fraud,  and  it 
has  been  falsely  charged  that  courts  had  decided  that  we  were. 

Mr.  Taylor.  Can  they  prove  any  charge  against  your  concern  that 
would  cut  you  out  of  the  beneficial  relief  legislation  here  if  we  passed 
A  general  law  of  that  kind  ? 

Mr.  Calhoun.  I  think  not,  because  the  matter  would  go  before 
the  Interior  Department.  But  our  statement  that  this  company  is 
not  guilty  of  fraud  has  been  challenged,  and  it  has  been  represented, 
and  members  of  the  Public  Lands  Committee  were  led  to  believe  that 
this  case,  which  presented  such  strong  equities,  had  been  misrepre- 
sented to  them  by  us  when  we  said  it  had  been  held  that  we  were 
not  guilty  of  fraud.  The  committee  believed  the  statement  which 
was  made  under  the  circumstances  by  the  man  who  was  engagsd  in 
the  prosecution  of  the  case  and  who  was  charged  with  that  prosecu- 
tion when  he  came  before  their  committee  under  such  circumstances 
and  made  that  statement — that  solemn  declaration — that  we  had  been 
guilty  of  fraud  and  that  the  Land  Department,  the  Interior  Depart- 
ment, and  the  courts  had  found  us  guilty  of  fraud,  although  the  de- 
cisions are  unanimous  in  holding  that  we  were  not  guilty  of  fraud. 

Mr.  Taylor.  He  made  a  misstatement  and  a  misrepresentation  of 
the  facts,  did  he  t 

Mr.  Calhoun.  He  did,  as  to  the  facts  in  the  case  and  as  to  what 
the  tribunals  had  held,  and  we  do  not  want  to  be  put  in  the  attitude 
of  coming  before  this  committee,  or  coming  before  Congress  and 
making  a  statement  that  the  people  whom  we  represent  are  innocent 
of  fraud,  when  according  to  this  false  statement  we  are  representing 
fraudulent  locators  who  are  trying  to  deprive  our  Government  of 
its  property  through  fraud  and  misrepresentation.  And  we  think 
that  this  committee  is  entitled  to  know  that  such  misrepresentations 
have  been  made  regarding  the  record  in  the  case. 

Mr.  Taylor.  Are  they  still  making  these  charges?  Are  the  repre- 
sentatives of  the  Department  of  Justice  here  now  claiming  that  you 
people  are  fraudulent  locators? 

Mr.  Calhoun.  I  think  not.    I  hope  not. 

Mr.  Lenroot.  No  one  before  this  committee  had  made  any  charge 
of  fraud  against  your  present  company,  has  there? 

Mr.  Calhoun.  No,  sir;  but  the  question  has  been  asked  a  number 
of  times,  and  I  wish  to  remove  the  false  impression  which  has  been 
made. 

Mr.  Lenroot.  It  has  been  assumed  before  the  committee,  I  think, 
in  every  question  that  has  been  asked,  that  so  far  as  your  own  indi- 
viduals were  concerned  there  was  no  charge  of  fraud;  that  whether 
there  was  a  dummy  locator  there  was  no  charge  made  that  you  were 
cognizant  of  it  if  there  was  such.    Is  that  true? 

Mr.  Calhoun.  That  is  true  from  the  decisions. 

Mr.  Lenroot.  Then,  I  do  not  think  we  ought  to  be  trying  out  the 
question  here. 

Mr.  Taylor.  It  seems  to  me  we  are  going  into  a  great  deal  of 
wholly  unnecessary  explanation  to  prove  your  innocence  here.  So 
far  as  this  committee  is  concerned,  tnere  is  nothing  here  to  indicate 
anywhere  but  what  Gov.  Thome's  associates  have  acted  in  the  utmost 
good  faith  here. 
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In  his  preliminary  opinion,  rendered  July  12, 1915  (234  Fed.  Kep.r 
702),  Judge  Bledsoe  used  the  following  language: 

The  facts  involvetl  in  the  McCutcheon  case  are  very  succinctly  stated  by 
Judge  Dooling  in  his  opinion  filed  at  the  time  of  the  denial  of  the  motion  for  a 
receivership,  reported  in  217  Fed.,  p.  650,  and  it  is  unnecessary  therefore  to 
reiterate  them  here  or  to  refer  to  them  save  merely  for  purposes  of  explaining! 
my  ruling  herein.  It  is  apparent  from  Judg  DooUng's  decision  that  request 
was  made  of  him  for  the  appointment  of  a  receiver  upon  two  grounds:  First 
the  alleged  fraud  on  the  part  of  the  locators  of  the  lands  in  question  in  the 
mailing  of  the  location  which  was  sought  to  be  made  the  basis  for  the  patent: 
and,  secondly,  because  of  the  nondiscovery  of  oil  upon  the  premises  previous  to 
the  promulgation  of  the  withdrawal  order  of  1909.  Judge  Dooling  refused  tf> 
grant  the  application  upon  either  of  the  grounds  urged. 

Further  on  in  his  decision  Judge  Bledsoe  agreed  with  Judge 
Dooling  that  fraud  had  not  been  established. 

In  his  final  decision  on  the  merits  of  the  case,  Judge  Bledsoe  used 
the  following  language : 

In  eubstance,  the  parties  directly  interested,  the  McCutcheons,  were  at  all 
times  relying  upon  and  proceeding  from  an  entirely  valid  and  bona  fide  tmns- 
action  and  muniment  of  title,  to  wit,  the  Lone  Star  location  of  1900.  Their 
rights,  therefore,  and  the  rights  of  those  deriving  title  from  them  will  have  to 
be  measured  under  the  assumption  that  at  all  times  within  the  domain  of  this 
controversy  they  had  made  and  were  relying  upon  a  bona  fide  location  of  the 
mining  ground  in  dispute.    (238  Fed  Rep.,  582.) 

Thus  it  is  seen  that  in  the  decision  of  Judge  Dooling  on  the  prelimi- 
nary hearing  for  the  appointment  of  a  receiver  he  point  blank  de- 
cided that  the  McCutcheons  were  not  guilty  of  fraud  in  the  location, 
and  that  this  decision  was  referred  to  and  sustained  by  Judge  Bled- 
soe in  the  preliminary  hearing  of  the  case  before  him  for  the  appoint- 
ment of  a  receiver,  and  also  in  his  final  decision  of  the  case. 

Notwithstanding  these  positive  decisions  to  the  contrary,  the  repre- 
sentative of  the  Department  of  Justice  stated  to  the  committee  that 
the  above  tribunals  had  all  decided  that  these  parties  were  fraudulent 
locators. 

Mr.  Taylor.  Who  is  next,  gentlemen  ?  Mr.  Diericx,  you  may  pro- 
ceed. 

STATEMENT  OF  MB.  A.  C.  DIEBICX,  PBESIDENT  OF  THE  HOHO- 
LULU  CONSOLIDATED  OIL  CO.,  AND  ASSISTANT  GENERAL  MANA- 
0££  OF  THE  MATSON  NAYIOATION  CO.,  SAN  FBANCISCO,  GAL 

Mr.  DiERicx.  The  Honolulu  Consolidated  Oil  Co.  has  been  under 
more  or  less  charges  of  a  public  nature,  and  I  think  before  entering 
upon  the  relief  question  it  would  be  well  for  me  to  advise  the  commit- 
tee just  the  status  of  it,  so  that  it  will  not  get  any  wrong  impressions 
from  the  charges,  so  to  speak,  contained  in  a  statement  of  the  status  of 
the  case  that  has  recently  been  filed  by  Mr.  Kearf  ul.  In  the  month  of 
November,  1908,  Capt.  Matson  was  induced  to  take  over  the  obliga- 
tions of  a  development  contract  that  a  Mr.  L.  A.  Crandall  had  en- 
tered into  on  September  14,  1908,  with  the  Buena  Vista  Land  &  De- 
velopment Co.  Crandall  was  a  promoter  of  oil  development,  and  he 
entered  into  that  contract  not  with  any  money  particularly  to  carry  it 
through  himself,  but  expected  to  enlist  capital  to  do  it,  and  he  tried 
to  finance  it  in  different  directions,  but  up  to  the  22d  of  September, 
1908,  he  had  accomplished  nothing,  and  on  that  date  he  wrote  a  letter 
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to  Capt.  Matson,  who  was  then  in  Honolulu,  inclosed  a  copy  of  the 
contract  and  asked  the  captain  to  take  it  over,  to  come  into  that  de- 
velopment. The  captain  rejected  it  at  the  time,  and  sent  it  back  to 
Crandall,  but  on  returning  to  San  Francisco  on  October  16,  1908,. 
Crandall  again  took  up  the  question.  He  urged  the  captain  to  go  into 
it,  and  with  the  result  that  on  October  29, 1908,  Capt.  Matson  signed 
up  an  agreement  with  Crandall  whereby  Capt.  Matson  was  given  10 
days  to  examine  the  property  and  decide  whether  he  would  become 
interested  or  not. 

On  the  2d  of  November,  1908,  Capt.  Matson  sent  a  geologist  by  the 
name  of  F.  McMillan  down  to  the  field  to  look  the  property  over. 
He  exaipined  the  property  on  November  3  and  4,  in  company  with 
Mr.  F.  M.  Anderson,  quite  a  noted  geologist,  and  Crandall.  He  got 
back  to  San  Francisco  on  the  morning  of  the  6th  of  November,  and 
reported  favorably  on  the  property  to  Capt.  Matson  in  person. 

Mr.  Taylor.  What  was  the  extent  of  the  property  that  he  ex- 
amined? 

Mr.  DiERicx.  Eight  hundred  acres,  section  10  and  quarter  section  2, 
in  the  Buena  Vista  hills,  and  he  also  looked  over  a  piece  of  prop- 
erty, the  north  half  of  section  31,  of  31-23,  which  is  outside  of  the 
naval  reserve  and  is  now  patented  land. 

Capt.  Matson,  as  a  result  of  that  report,  on  November  9, 1908,  took 
over  CrandalPs  obligations  under  tnat  agreement,  and  agreed  to 
give  Crandall  a  one-quarter  interest  in  the  contract,  thereby  becom- 
ing, so  to  speak,  a  partner  of  CrandalPs.  Now,  I  make  this  statement 
because  the  erroneous  assertion  has  been  made  that  Mr.  Crandall,  in 
the  summer  of  1908,  was  an  agent  of  Capt.  Matson,  skirmishing 
around  the  country  to  take  in  large  areas  of  Government  land.  I  am 
giving  you  now  the  absolute  facts  with  reference  to  it. 

The  captain's  idea  at  the  time  is  prettv  well  expressed  by  a  letter 
that  he  wrote  to  Mr.  Tenney,  one  of  his  business  associates  in  Hono- 
lulu, who  is  now,  by  the  way,  president  of  the  Matson  Navigation 
Co.  After  reference  to  the  sale  of  a  wooden  sailing  ship  that  he  had 
just  made,  he  said — and  this  letter  was  written  on  November  7,  1908, 
two  days  after  McMillan  reported  to  him,  and  two  days  before  he 
took  over  the  obligations  under  the  contract.    He  said : 

I  feel  very  much  disposed  to  take  this  money  and  put  It  into  oil  property, 
as  I  realize  sooner  or  later  we  will  have  to  have  a  sure  supply  of  fuel,  and  a 
railroad  company  without  fuel  behind  it  is  poor  policy  and  I  feel  the  same 
way  about  a  steamship  company.  I  have  opportunity  to  take  in  one  piece 
of  property  that  looks  good  to  me — 

That  was  referring  to  the  north  half  of  section  31  of  31-23,  and 
many  miles  distant  from  section  10 — 

And  another  one  also  looks  good  but  involves  more  money  and  is  a  bigger  piece 
of  territory — 800  acres  In  one  piece — 

He  was  referring  then  to  section  10  and  of  the  southwest  quarter 
of  2  cornering  on  it — 

We  can  get  some  one  else  to  come  in  with  us  and  secure  to  the  company  a 
supply  of  fuel. 

Just  about  that  time  also  he  had  his  fleet  increased  in  the  num- 
ber of  steamers  and  they  were  all  burning  oil.  In  fact,  Capt.  Matson 
was  the  pioneer  in  the  burning  of  oil  in  the  trans-Pacific  trade,  his 
steamer  Enterprise  being  the  first  vessel  fitted  that  burned  oil  in 
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the  run  from  San  Francisco  to  Honolulu.  At  that  time  he  had  four 
steamers  of  his  own  and  was  consuming  approximately  200,000 
barrels  of  oil  a  year,  and  he  hand  another  vessel  under  construc- 
tion at  the  Newport  News  Shipbuilding  Co,  for  delivery  at  Uie  end 
of  1909.  That  vessel  would  consume  about  110,000  to  115,000  barrels 
of  fuel  oil  a  year. 

That  consumption  of  fuel  oil  was  before  his  mind,  and  at  the  time 
the  plantations  of  the  islands  were  planting  a  great  deal  more  acre- 
age to  sugar  cane.  The  captain  had  gotten  them  started  a  few  years 
before  into  the  burning  of  oil,  and  they  realized  the  necessity  for 
this  increased  quantity  of  sugar  to  be  transported  to  the  Pacific 
coast,  and  they  also  realized  that  for  the  larger  area  of  cane  land  they 
had  to  irrigate  they  required  more  fuel  oil  themselves.  Now,  the 
captain  was  interested  personally  in  the  plantations,  and  the  plant- 
ers were  interested  personally  in  the  Matson  Navigation  Co.  So 
with  those  things  in  mind,  and  as  expressed  in  this  letter,  this  ex- 
tract of  the  letter  that  I  have  just  read,  you  can  get  an  idea  of  Capt. 
Matson 's  mind  on  the  subject. 

I  bring  the  point  out  to  answer  the  charge  that  he  intended  to 
take  up  these  large  areas  of  Government  land  and  hold  them  in  a 
"  speculative  "  way.    It  is  not  a  fact. 

Now,  in  the  month  following  the  taking  up  of  this  contract — in 
the  month  of  December,  I  think  it  was — the  captain  visited  the  prop- 
erty himself.  He  went  over  it  also  with  Anderson  and  Crandall 
and  he  thought  very  likely  as  he  has  often  told  me  that  it  might  prove 
up  to  be  spotted,  and  he  told  Crandall  that  inasmuch  as  they  were 
going  out  so  many  miles  from  anywhere  to  carry  out  this  develop- 
ment it  was  going  to  cost  a  great  deal  of  money  anyhow  and  he  said. 
''  I  want  you  to  see  what  you  can  do  in  taking  into  this  as  much  ad- 
jacent land  as  possible,  so  that  if  we  do  not  find  it  in  one  place  we 
may  find  it  in  another;  and  the  result  of  it  will  be  we  may  have  a 
fair  area  of  good  productive  land." 

At  that  time  Anderson  advised  him  that  the  bulk  of  the  land 
surroundirg  section  10  and  the  quarter  of  2,  to  the  exclusion  of 
course,  of  tne  railroad  lands,  was  scripped  under  a  State  scrip  of. 
I  think,  $1.25  an  acre.  If  they  paid  the  scrip  they  would  get  a 
provisional  title,  provisional  upon  the  Federal  Government  award- 
mg  that  land  to  the  State  as  agricultural  land.  The  captain  looked 
it  over.  He  could  see  the  hills  and  gulches,  ravines  and  that  sort 
of  thing,  and  he  knew  it  was  not  agricultural  land,  but  he  thou^t 
from  what  Anderson  and  McMillan  had  told  him  that  it  was  very 
likely  oil  land.  And  he  told  Anderson  that  he  thought  to  acquire 
land  of  that  kind  bv  scrip  title  would  be  a  fraud  on  the  Government, 
and  he  told  Cranaall  to  go  out  and  look  up  the  mineral  location 
titles,  which  he  did.  Now,  in  looking  up  those  titles  Crandall  found 
that  three  sections,  section  14,  24,  and  26  had  been  located  by  one 
O.  O.  McReynolds  and  other  associates  on  Octobar  26, 1908,  and  also 
three-quarters  of  2,  and  all  of  sections  4, 8,  and  12  had  been  located  by 
the  same  locators  on  November  16,  1908.  Crandall  met  a  Dr.  Fair- 
banks, a  geologist,  and,  in  discussing  these  lands,  Fairbanks  advised 
him  that  nis  brother-in-law,  Mr.  Kemp  of  Los  Angeles,  an  attomev, 
and  he  had  an  operating  arrangement  or  agreement,  so  to  speak, 
with  McReynolds  for  the  locators  to  enlist  capital  for  the  develop- 
ment of  those  lands,  and  that  he,  Crandall,  had  better  go  to  Los 
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Angeles  and  talk  to  Mr.  Kemp.  He  talked  with  Kemp  and  Kemp 
immediately  wired  to  Maricopa  and  asked  McReynolds  to  come  to 
Lcs  Angeles  to  discuss  the  proposition.  And  Kemp  said:  "If  the 
locators  are  agreeable,  why  we  will  waive  our  rights  under  this  ar- 
rangement for  a  consideration." 

McReynolds  was  a  pretty  bright  man,  a  civil  engineer  of  a  great 
deal  of  experience  and  he  realized  that  it  would  take  a  great  deal  of 
money  to  carry  this  project  through,  and  he  would  not  listen  to  Mr. 
Crandall  at  first,  till  Crandall  told  him  who  it  was  that  was  going  to 
do  the  development  if  the  contract  was  made.  Now.  McReynolds  at 
that  time  did  not  know  Capt.  Matson,  never  heard  oi  him,  but  he  did 
investigate  and  look  up  his  business  connections  and  his  responsi- 
bility, and  he  said  to  Crandall,  "  I  am  willing  to  go  into  this  pro- 
vided that  contract,  as  soon  as  possible  after  it  is  executed,  is  as- 
signed to  Capt.  Matson  and  assumed  by  him."  The  result  of  that 
was  that  two  contracts  were  made,  one  between  Crandall  and  McRey- 
nolds for  himself  and  colocators,  the  principal  consideration  of 
which  was  that  40  acres  out  of  each  160  acre  claim  was  to  be  reserved 
to  the  locators,  upon  patents  issuing.  The  other  was  with  Crandall 
and  Fairbanks  and  Kemp,  the  principal  consideration  being  26| 
acres  were  to  be  reserved  out  of  each  160-acre  claim  for  Fairbanks 
and  Kemp,  as  a  consideration  for  waiving  their  participation  in  the 
development.  That  left  a  net  result  for  Crandall  or  his  assigns  of 
934  acres  coming  to  them  out  of  every  160-acre  claim. 

Now,  Crandall  got  into  the  contracts  the  minimum  amount  of  drill- 
ing required  as  a  precautionary  measure.  It  was  the  type  of  con- 
tract that  usually  was  cflrried  out  and  executed,  covering  "wildcat'' 
work,  because  that  was  distinctly  wildcat.  But  he  rather  overlooked 
something  in  the  matter  of  the  disposition  of  or  the  development  of 
these  different  parcels  of  land  that  were  to  accrue  to  the  locators  and 
Fairbanks  and  Kemp.  The  provision  with  reference  to  that  was 
that  they,  Crandall  or  his  assigns,  would  have  the  privilege  of  pur- 
chasing that  land  upon  patent,  for  $300  an  acre,  provided  the  locators 
desired  to  sell ;  and  if  they  did  not  buy  the  land  they  had  the  privi- 
lege of  leasing  it  with  the  obligation  to  keep  one  string  of  tools 
drilling  continuously  until  a  well  was  drilled  for  each  so  manv 
acres.  Now,  that  obviously  would  cause  a  terrific  amount  of  drill- 
ing, if  it  was  all  proved  up  commercially  profitable  and  was  leased, 
and  you  could  not  buy  it  at  $300  an  acre,  unless  they  desired  to 
sell  it 

Crandall  went  along  and  in  his  following  matters  up  further  along 
those  lines  he  found  the  locations  of  section  6  and  he  tied  that  up 
through  a  similar  agreement,  with  40  acres  of  each  claim  to  be  re- 
served for  the  locators,  with  the  same  purchase  clause  and  the  same 
drilling  requirements  if  under  lease. 

When  the  work  got  started  in  the  early  months  of  the  year  1909, 
and  with  reference  to  section  24  which  had  been  located  by  Mc- 
Reynolds and  was  taken  in  under  the  original  McReynolds-Fair- 
banks  and  Kemp  a^eements,  a  man  by  the  name  of  Skinner  came  up 
to  Crandall  and  said,  **  Here,  what  are  you  doing  on  this  section  24 1 
Those  are  my  locations.  I  located  that  land."  Crandall,  after  look- 
ing it  up  and  pro\'ing  what  Skinner  sa^'d  was  so,  put  that  question 
up  to  McReynolds  and  Fairbanks  and  Kemp,  and  insisted  that  the 
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priority  locations  be  respected.  They  consented  and  waived  any 
claims  "they  had  to  section  24,  and  thereupon  a  similar  agreement 
was  drawn  up  by  Crandall  covering  the  development  of  the  foar 
quarters  of  section  24. 

Now,  referring  back  to  these  purchase  clauses  of  the  reserved! 
parcels,  you  will  readily  realize  that  the  total  parcels  reserved  were 
54,  and  under  a  leasing  agreement,  if  they  all  proved  up  it  would 
require  54  strings  of  tools,  drilling  continuously  for  the  locators  and 
Fairbanks  and  Kemp,  without  domg  any  drilling  on  the  main  por- 
tion of  the  land.  Obviously  that  was  a  condition  that  should  be 
changed.  I  personally  got  after  the  locators,  called  a  meet'ng,  in 
Bakersfield,  and  said  we  wanted  to  get  that  to  a  point  where  we 
could  buy  the  land  at  $300  an  acre,  if  we  wanted  to  buy  it,  and  to 
limit  the  amount  of  drilling  as  a  total,  I  think,  of  seven  strings  for 
the  McBeynolds  portions,  four  strings  for  the  Fairbanks  and  Krmp 
portions,  one  string  for  the  Skinner  portion,  and  at  that  time,  when 
1  took  this  Qiiesticn  up,  the  Fox  land  locations  (s^c.  6)  had  been 
purchassd.  We  had  quite  a  number  of  conversations  relating  to 
that,  with  the  final  result  that  their  minimum  demands  were  acceded 
to,  to  give  them  $100  an  acre  cash  bonus  for  the  modification  of  the 
contracts  to  the  point  I  have  just  stated. 

We  paid  that  amount,  one  hundred  and  seventy  odd  thousand 
dollars,  in  two  installments,  half  in  cash  on  the  spot  and  the  other 
half  at  the  end  of  that  year. 

Mr.  Taylor.  AVhen  was  that,  in  1908  or  1909? 

Mr.  DiERicx.  No;  this  modified  agreement  was  made  in  March. 
1910,  I  think,  or  around  about  that  time.  But  they  got  50  per  cent 
spot  cash  at  that  time,  and  the  other  50  per  cent  at  the  end  of  1910. 
Then  the  work  of  development  went  on  with  the  first  wells  being 
started,  and  as  Crandall  had  secured  the  minimum  of  drilling  re- 
quirements in  his  McEeynolds  and  other  contracts,  it  was  really  not 
necessary  to  do  anything  more  than  begin  the  preparation  of  the 
general  scheme  for  developing  the  whole  property  as  a  unit.  Re- 
gardless, however,  the  work  went  on  with  the  preliminary  roads,  the 
putting  in  of  rigs  and  cabins,  buildings,  laying  pipe  lines,  and  so  on, 
and  bear  in  mind  under  the  agreement,  the  McReynolds  agreement- 
and  likewise  the  others — Capt.  Matson,  as  successor  to  the  contracts. 
was  under  no  obligation  to  do  more  than  put  a  cabin  on  each  (\^^^^ 
section,  which  he  could  probably  have  done  for  two  or  three  hundred 
dollars,  and  have  thus  held  the  integrity  of  the  contracts  right 
through.  It  has  been  charged,  however,  that  he  did  not  intend  to 
drill  the  land  until  he  got  oil  on  section  10  on  account  of  the  phrase- 
ology of  that  part  of  contracts  dealing  with  the  minimum  orillin? 
features,  but,  nowever,  the  general  development  work  went  right 
along. 

Mr.  GiLLETT.  Tell  when  the  work  commenced. 

Mr.  DiERicx.  In  January,  1909.  And  went  right  on  continuously. 
It  was  a  big  system. 

Mr.  Taylor.  What  was  the  total  acreage  under  contract  tnar 

way  ? 
Mr.  DiERicx.  Four  thousand  nine  hundred  and  sixty.  , 

Mr.  Taylor.  That  comprises  all  the  holdings.    Not  those  in  tJie 

naval  reserve) 
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Mr.  DiEBicx.  That  \ras  4,960  acres,  including  those  outside  naval 
reserve. 

Mr.  Taylor.  On  this  plat  here  [indicating]  t 

Mr.  DiERicx.  Yes,  sir ;  that  was  all  the  system. 

Mr.  Church.  That  is  the  naval  reserve  that  was  afterwards  estab- 
lished? 

Mr.  DiERicx.  Yes,  sir.  Two  of  the  sections,  Mr.  Chairman,  were 
not  included  in  the  naval  reserve — sections  24  and  26  (Naval  Reserve 
No.  2).  Now,  that  land  was  developed,  not  by  finding  oil  in  one 
spot  and  staying  with  it,  but  each  claim  was  drilled  to  thoroughly 
prove  up  the  geology  of  the  land,  and  every  claim  of  the  31  was 
drilled;  17  were  successful  and  14  without  success,  and  those  14 
have  been  relinquished  back  to  the  Government. 

Now,  throughout  all  of  that  period  of  development  work  we  kept 
an  open  house  for  representatives  of  the  Government — Geological 
Survey  men,  Bureau  of  Mines  men,  special  agents,  mineral  inspec- 
tors— all  came  and  went  over  our  property.  They  saw  what  we  were 
doing.  Even  Otis  Smith  was  there  once  or  twice.  We  kept  nothing 
from  them  and  gave  them  all  the  data  they  asked  for  at  any  time. 

Now,  in  the  summer  of  1910,  when  our  work  was  going  with  a  big 
stride.  Admiral  Capps  was  out  on  the  Pacific  coast,  being  on  a  tour 
of  inspection,  and  he  stopped  to  call  on  Mr.  J.  J.  Tynan,  a  friend, 
and  general  manager  of  the  Union  Iron  Works,  and  Mr.  Tynan  was 
very  anxious  that  he  should  meet  Capt.  Matson  and  talk  about  oil 
fuel  for  the  Navy,  and  said  he  ought  to  go  down  to  the  oil  field 
before  he  returned  East.  He  brought  Admiral  Capps  down  to  the 
office  and  we  had  a  four-handed  conversation.  The  captain  urged 
on  Admiral  Capps  that  they  were  not  carrying  oil  fuel  far  enough. 
Admiral  Capps  said,  "  Well,  it  is  pretty  hard  to  be  sure  of  a  future 
supply,  isn't  it — a  fuel  supply? "  The  captain  said,  "If  you  will  go 
down  to  the  Midway  field  and  look  it  over,  and  see  the  prospect  of 
it  there,  and  consider  the  other  fields,  and  consider  the  fields  in  other 
States,  I  think  you  won't  worry  any  more  about  that." 

Then  Admiral  Capps  and  Mr.  Lynan  and  I  went  down  to  Bakers- 
field.  We  had  a  machine  meet  us  at  Bakersfield,  and  we  took  him  all 
over  the  field.  We  went  right  through  the  Honolulu  camp ;  we  saw 
the  Lakeview  gusher,  and  we  threw  chips  into  the  stream  that  was 
flowing  from  it,  and  gauged  about  how  much  it  was  making.  We 
went  up  on  different  elevations  where  we  could  look  over  the  field. 
We  took  him  up  where  he  could  look  over  Elk  Hills ;  and  he  went  to 
estimating,  counting  the  number  of  derricks,  approximately,  within 
sight,  and  asked  what  was  a  fair  average  for  those  derricks — what 
each  one  would  represent  as  the  cost  of  a  well  drilled.  When  we 
footed  it  up,  he  wondered  whether  that  equivalent  amount  of  money 
would  come  out  in  oil.    He  said  he  had  grave  doubts  about  it. 

Now,  two  years  and  a  half  after  that  visrf,  a  line  is  put  around  the 
map,  and  that  territory  is  called  Naval  Reserve  No.  2. 

Mr.  Tatlor.  Two  years  after  Admiral  Capps  had  been  there? 

Mr.  DiERicx.  Two  years  after  that  visit. 

Mr.  Lenroot.  Can  you  state,  Mr.  Diericx,  when  you  made  your 
first  discovery? 

Mr.  Diericx.  The  first  discovery  in  the  property  was  made  in 
June,  1909,  on  section  10.    We  got  a  very  big  gas  blow-out  there. 
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Mr.  Tatu)r.  That  is  section  10  shown  on  the  map.     [Indicating.] 

Mr.  DiERicx.  Yes,  sir;  in  the  southeast  quarter — that  well  right 
up  in  the  corner  of  the  soutiieast  quarter. 

Mr.  Taylor.  There  are  four  holes  there. 

Mr.  DiERicx.  Well,  there  are  many  more  wells  in  that  section  now. 

Mr.  Lenroot.  You  say,  June,  1909? 

Mr.  Di£Ricx.  June,  1909 ;  yes,  sir. 

Mr.  Lbnroot.  That  was  before  the  withdrawal? 

Mr.  DiERicx.  Yes;  three  months. 

Now,  the  actual  drilling  of  the  land  disclosed  formations,  changes 
in  formations,  peculiar  formations,  and  gas  pressure  that  made  the 
operations  not  only  very  difiBcult  but  extremely  hazardous,  and  ven^ 
very  costly.  We  encountered  a  pressure  of  over  1,200  pounds  to  the 
square  inch  in  some  of  those  wells,  and  a  gas  well  would  blow-out, 
and  in  a  few  minutes  you  would  have  thousands  and  thousands  of 
dollars'  worth  of  stuff  ruined,  and  you  were  in  luck  if  you  had  not 
lost  lives.  I  believe  that  throughout  our  entire  development  we  hav« 
lost  but  two  lives.  We  have  had  one  or  two  men  seriously  injured, 
but  they  are  working  in  our  employ  now  and  ^et  around  somewhat 

Now,  at  the  date  of  the  naval  reserve  order,  in  December,  1912, 
we  had  already  made  16  discoveries  of  our  17  claims,  and  we  got  the 
other  two  within  two  months  afterwards.  And,  of  course,  while  we 
were  drilling  those  to  discovery  we  were  drilling  the  others  that  were 
ultimately  relinquished. 

Now,  of  the  17  claims  that  we  have  under  application,  it  is  fair  to 
suppose  that  at  least  400  acres  of  that  will  not  prove  to  be  good  com- 
mercial oil  land,  on  account  of  the  depth  that  is  required  to  reach  the 
oil. 

Up  to  the  end  of  1913  we  had  ^ent  over  $3,000,000,  actually  in  the 
development  of  that  property.    I  am  talking  now  of  all 

Mr.  Elston.  This  is  prior  to  the  naval  reserve? 

Mr.  Diericx.  No;  but  just  about  the  time.  The  naval  reserve  order 
came  out  in  December,  1912,  and — ^no,  not  about  the  time;  it  was  a 
year  later. 

Mr.  Taylor.  Can  you  give  us  an  idea  as  to  how  much  yon  had  ex- 
pended on  the  13th  of  December,  1912,  approximately? 

Mr.  DiERicx.  I  would  have  to  do  some  fi^ring  on  that.  I  would 
rather  send  a  wire  to  San  Francisco  and  get  it. 

Mr.  Taylor.  You  can  give  us  a  general  idea? 

Mr.  DiERicx.  It  was  a  vast  amount.  It  was  well  over  $2,000,000, 
anyway. 

Now,  there  was  considerable  opposition  that  developed— we  were 
clear  listed  on  December  15,  1915,  on  13  of  our  applications,  both 
on  the  inception  and  the  diligent  prosecution  of  the  developmirat 
work  and  on  the  bona  fides  of  the  locators. 

Mr.  Taylor.  Clear  listbd  by  the  local  land  office? 

Mr.  DiERicx.  By  the  commissioner  of  the  General  Land  Office 
That  clear-listing  decision  covered  all  of  the  laiids  applied  for  thati 
were  located  by  the  McReynolds  locators,  and  with  reference  to  thosa 
McReynolds  locators,  they  still  hold  their  interests  in  these  lands,  and 
when  we  get  our  patents,  as  we  expect  ultimately  to  do,  we  have  yit 
got  to  buy  their  portion  of  13  of  those  claims;  we  will  have  to  pay 
over  $200,000  if  we  want  to  buy  out  those  portions. 
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Now,  the  opposition  to  the  group-development  theory  came  up 
directly  after  the  clear-listing  decision  was  made,  and  that  has  been 
the  bar  that  is  holding  us  back  from  getting  our  patents.  For  over 
two  years  we  have  been  in  that  State,  and  only  recently  did  we  ac- 
tually come  to  trial. 

In  the  beginning  of  1914,  realizing  that  there  was  some  doubt  over 
the  withdrawals  and  that  sort  of  thing,  the  Standard  Oil  Co.  said, 
"Capt  Matson,  what  security  are  you  going  to  give  us  now  under 
this  new  contract  against  us  naving  to  pay  the  Government  for  oil 
we  buy  from  you,  if  we  pay  for  it  as  commg  from  these  yet  unpat- 
ented lands?" 

Mr.  Taylor.  You  were  selling  oil  to  the  Standard  ? 

Mr.  DiERicx.  At  that  time,  and  are  yet.  He  said,  "  Well,  I  think 
my  word  ought  to  be  good  enough  for  that,  but  if  it  is  a  business 
proposition  with  you,  let's  put  that  money  into  the  bank.''  And  they 
straightaway  from  the  1st  of  March,  1914,  began  putting  that  money 
into  an  escrow  account,  by  mutual  agreement,  unaer  the  name  of  the 
Standard  Oil  Co.,  trustee,  in  the  Crocker  National  Bank,  San  Fran- 
cisco. To  date  that  has  reached  a  total,  including  interest,  of  some- 
thing over  $8,000,000. 

Mr.  Taylor.  Is  it  on  deposit  there  now  ? 

Mr.  DiERicx.  On  deposit  there  now,  except  that  we  put  $1,000,000 
into  the  first  liberty  loan,  and  a  second  $1,000,000  into  the  second 
liberty  loan.  We  have  over  $1,000,000  placed  in  that  bank  in  volun- 
tary escrow,  and  that  money  will  of  course  stay  there  unless  relief 
legislation  is  made  which  would  guarantee  to  us  a  lease,  when  we 
would  be  able  to  take  that  money  down  and  apply  it  to  new  drilling. 

Now,  in  the  month  of  February,  1917,  we  were  made  defendant 
in  17  suits,  one  on  each  one  of  those  claims  applied  for,  the  charge 
being  that  on  account  of  not  having  any  discovery  of  oil  made,  and 
so  forth,  at  the  time  of  the  September  withdrawal,  and  not  having 
been  making  diligent  prosecution  of  work  at  the  time  of  the  with- 
drawal. Application  was  made  for  receivership  and  everything  else, 
and  we  were  charged  with  all  manner  of  things  in  the  way  of  bad 
management,  improper  drilling  of  wells,  and  so  forth. 

Mr.  Taylor.  Did  they  also  charge  you  with  fraud  and  conspiracy 
and  dummy  entrymen,  etc.  ? 

Mr.  DiERicx.  There  was  absolutely  no  charge  of  fraud  in  those 
bills  at  all.  And  with  reference  to  dummy  entrymen,  on  section  6, 
the  four  quarters  of  section  6,  the  Interior  Department  had  orderea 
a  hearing  on  the  ground  of  dummy  entrjrmen  before  the  land  office 
at  Visalia,  and  the  land  office  at  Visulia  had  prosecuted  that  hearing 
and  had  found  against  us;  that  some  of  the  original  locators  were 
accommodation  locators,  as  I  understand  it,  for  other  leading  loca- 
tors, or  something  of  that  kind.  But  whatever  there  was,  if  any- 
thing, of  that  kind,  Capt.  Matson  did  not  know  anything  about  it. 

However,  we  appealed  against  that  decision,  and  that  is  now  be- 
fore the  General  Land  Office — ^before  the  Commissioner  of  the  Gen- 
eral Land  Office  on  appeal. 

Those  17  bills  originally  entered  chared  absolutely  no  fraud ;  but 
shortly  after  Capt.  Matson's  death — ^he  died  in  October 

Mr.  Tatlor.  In  October  of  last  year? 

Mr.  DiERicx.  Yes.  sir — a  motion  was  made  to  dismiss  those  suits 
^  without  prejudice,"  and  I  think  the  next  day  after  the  order  came 
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down  a  new  general  bill  was  filed,  alleging  fraud  and  conspiracy  on 
the  part  of  Capt.  Matson. 

Mr.  Taylor.  They  never  had  alleged  that  during  his  lifetime? 

Mr.  DiERicx.  No;  and  it  is  put  upon  the  grounds  that  it  is  newly 
discovered  evidence.  I  was  in  the  courtroom  at  Los  Angeles  when 
it  was  tried,  and  I  will  ask  Mr.  May  to  correct  me  if  I  do  not  state 
it  as  it  was  there. 

Mr.  May.  You  must  not  understand  my  silence  as  indicating  that  I 
agree  with  you. 

Mr.  DiERicx.  Not  at  all,  but  if  I  should  make  a  statement  that  is 
not  correct 

Mr.  May  (interposing).  I  would  rather  not  be  called  upon  to 
acquiesce  in  that  way. 

Mr.  DiERicx.  Well,  the  evidence  in  support  of  those  charges  was 

Surely  documents  and  letters  that  they  filed  and  put  into  the  record. 
\o  witness  was  put  on  the  stand  in  substantiation  of  it  at  all,  and 
our  attorneys  explained  that  every  bit  of  that  documentary  evidence 
had  been  before  the  Commissioner  of  the  General  Land  Office  prior 
to  his  second  clear-listing  order. 

As  a  matter  of  fact,  this  is  what  happened:  After  we  were  clear 
listed  Mr.  Crandall  entered  a  sort  of  a  protest — ^it  was  a  letter 
written  by  his  attorneys  to  the  Secretary  of  the  Interior,  asking  that 
when  the  patents  issue  they  be  issued  with  a  one-eighth  imdivided 
interest  in  his  name. 

Mr.  Taylor.  Who  asked  that? 

Mr.  DiERicx.  Mr.  L.  A.  Crandall,  the  man  who  actually  was  in- 
strumental in  getting  the  McReynolds  agreement,  and  the  direct 
agent  of  Capt.  Matson,  sent  out  for  that  purpose.  It  resulted  in  a 
contest,  which  was  fully  answered  by  the  Honolulu  Consolidated 
Oil  Co.,  giving  all  of  these  documents  and  letters  that  were  quoted 
from  and  used  in  support  of  this  pharge.  That  answer  was  filed 
before  the  Commissioner  of  the  General  Land  Office  in  May,  1916, 
and  on  June  28,  I  think,  1916,  the  commissioner  came  out  with  a 
reaffirmation  of  his  clear-listing  order. 

Mr.  Taylor.  Was  that  Commissioner  Tallman? 

Mr.  Diericx.  Commissioner  Tallman.  And  on  the  27th  of  July, 
I  think  was  the  date,  he  rendered  his  decision  on  the  Crandall  con- 
test. Crandall  appealed  to  the  Secretary  of  the  Interior,  and  the 
Secretary  of  the  Interior  had  it  under  advisement  for  months,  and 
his  decision  denying  Crandall  came  down  in  December,  1916. 

Now,  all  of  this  documentary  evidence,  so  to  speak,  was  in  the 
hands  of  the  Government  prior  to  the  commencement  of  these  17 
suits  that  were  afterwards  dismissed  at  the  request  of  the  Govern- 
ment. 

Now,  I  agree  with  Mr.  Kearful  in  not  prophesyinsr  anything  as  a 
result  of  the  suit  that  has  been  tried  in  receivership,  but  I  think  I 
can  truthfully  say  that  the  judge  said  from  the  bench  at  the  argu- 
ment that  our  work,  as  shown  to  have  been  done,  excepted  us  from 
the  withdrawal  order  and  put  us  within  the  provisions  of  the  Pickett 
Act.  Before  he  would  render  a  formal  decision,  though,  he  wanted 
to  study  these  other  questions  raised  by  the  bill,  as  I  believe.  That 
decision  has  not  been  handed  down  yet. 

Now,  of  course,  we  expect  to  ultimately  secure  our  title,  but  in  the 
meantime,  through  our  voluntary  escrowing  of  this  money,  we  have 
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Acciunulated  a  fund  that  we  can  not  very  well  touch  unless  we  get 
relief  legislation.  Now,  we  could  have  had  more  money,  and  we 
would  have  had  more  wells  drilled  had  we  done  as  we  were  asked 
last  year  by  the  Southern  Pacific  fuel  oil  department  in  the  person  of 
Mr.  D'heur.  He  begged  us  to  sell  our  production  to  him  instead  of 
to  the  Standard.  He  would  pay  us  cash  for  it  and  10  cents  a  barrel 
bonus.  Our  contract  with  the  Standard  has  been  running  along  from 
month  to  month  for  a  long  time,  but  Capt.  Matson  took  the  stand 
that  the  oil  we  were  producing  and  selling  to  the  Standard  belonged 
largely  to  the  industries  beings  furnished  by  the  Standard,  and  that  if 
we  gave  it  to  the  Southern  Pacific  that  the  Southern  Pacific  would 
use  it,  and  it  would  cut  it  away  from  the  industries  and  steamship 
use.  He  said,  "If  you  are  pinched,  D'heur,  the  Government  must 
allow  you  to  drill  more  wells  to  keep  the  railroads  urnning,  and  I 
won't  sell  it  to  you." 

Now,  a  lease  limited  to  each  producing  well  would  be  of  no  assist- 
ance to  us  at  all.  Some  of  those  quarter  sections  have  only  one  well 
on  them.  I  think  there  is  one  quarter  section  that  has  one  abandoned 
well;  the  northeast  quarter  of  four  has  one  abandoned  well,  a  gas 
well.  The  southeast  quarter  of  four  has  one  abandoned  well.  That 
one  in  the  southeast  quarter  of  four  cost  us,  I  will  venture  to  say, 
$100,000. 

Mr.  Taylor.  It  is  abandoned,  is  it? 

Mr.  DiEKicx.  It  is  abandoned ;  yes. 

Mr.  Taylor.  If  the  Government  should  give  you  merely  a  circular 

£iece  of  ground  six  or  seven  hundred  feet  around  that  well,  it  would 
B  utterly  worthless  to  you,  would  it  not? 

Mr.  DiERicx.  Absolutely.  Now,  I  think  the  proper  thin^  is  for 
people  that  went  on  in  a  bona  fide  manner  and  carried  out  their  work 
systematically,  as  we  have  done,  should  be  entitled  to  be  backed  up  by 
this  committee  with  a  lease  for  the  full  claim.  If  we  were  backed 
up  in  that  way,  I  can  take  some  of  this  money  down  from  escrow 
and  start  in  an  intensive  drilling  campaign  that  will  reduce  this 
oil  shortage  in  California.  I  have  got  authority  from  our  board  of 
directors  to  start  in  with  a  cahipaign  of  10  strings  of  tools  and  set 
aside  three  or  four  hundred  thousand  dollars  for  that  purpose  alone. 
And  when  we  get  through  with  that,  when  we  have  spent  that  amount 
of  money,  the  wells  so  drilled  will  take  care  of  further  development. 
And  we  would  keep  that  up,  and  we  want  to  keep  it  up.  ^  We  would 
take  care,  I  venture  to  5ay,  at  the  end  of  a  year  of  one-third  of  Cali- 
fornia's shortage  in  that  way.  We  would  increase  our  production 
10,U00  barrels  a  day  by  proper  drilling,  and  I  have  the  authority  to 
do  it.  We  want  to  do  our  bit,  and  we  know  things  are  acute  out 
there.  We  feel  it  from  the  Matson's  Navigation  Co.'s  standpoint,  too. 
We  consumed  616,000  barrels  of  fuel  oil  last  year  in  that  line  alone. 
That  is  much  more  oil  than  the  entire  Navy  Department  consumes  on 
the  Pacific  coast,  with  the  estimates  that  have  been  put  out. 
I  think  I  have  said  enough  to  show  that  single  wells  would  be 

no  good  to  us. 

Now,  people  have  gone  on  before  me — ^Mr.  McLaughlin  and  Mr. 
Henderson — who  have  fully  gone  into  the  question  or  where  the  oil 
can  be  had  to  overcome  this  shortage.  We  know  that  we  can  get 
it  in  Naval  Reserve  No.  2.    They  say  that  is  the  only  place  you  will 
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get  it  from ;  that  all  of  the  drilling  you  do  outside  of  that  will  be 
necessary  to  keep  up  your  present  production.  Now,  unless  we  are 
given  a  lease  to  the  claim,  with  the  privilege  to  drill  more  wells,  our 
condition  is  going  to  get  worse  from  day^  to  day. 

Mr.  Taylor.  How  many  acres  do  you  include,  Mr.  Diericx,  in  your 
statement  that  you  expect  to  obtain  titles  from  the  Government  for 
under  the  Pickett  Act  f  In  other  words,  how  much  of  this  land  that 
you  have  mentioned  do  you  feel  you  are  in  a  position,  equitably 
and  justly,  to  obtain  a  patent  from  the  Government  to?  And  how 
much  do  you  figure,  if  any,  will  probably  come  within  the  leasing 
privileges? 

Mr.  Diericx.  Well,  we  think — ^we  feel  that  ultimately  we  would 
get  the  titles  to  2,720  acres.  But  we  do  know  that  there  is  an  inquiry, 
with  a  decision  just  pending  by  the  commissioner,  covering  some 
alleged  dummy  features  with  reference  to  locators  on  section  6,  and 
that  would  be  640  acres  of  that  total;  but  on  the  13  claims  we  are 
absolutely  clear  listed  by  the  Secretary  of  the  Interior  on  bona  fides 
and  on  our  work.  And  the  judge  said  from  the  bench  that  our  wori: 
put  us  within  the  provisions  of  the  Pickett  Act. 

Mr.  Taylor.  In  other  words,  what  I  wanted  to  get  at  was  how 
many  acres  did  you  figure  that  you  ought  to— or  the  Honolulu  Co* 
ought  to — obtain  patent  to?  And  how  many  do  you  figure  that  you 
would  have  probaoly  obtained  if  you  obtained  them  at  all  under  the 
provisions  of  the  leasing  provisions  of  this  bill? 

Mr.  Diericx.  I  do  not  think  we  will  have  to  ultimately  rely  on 
any  leasing  provisions  of  the  bilL  But  I  think  if  you  framed  your 
measure,  giving  those  bona  fide  claimants  a  lease  to  the  full  cfaim, 
it  would  lully  protect  us  on  all  of  our  claims  and  allow  us  to  da 
our  bit. 

Mr.  Taylor.  But  if  the  lease  is  confined  to  just  one  well  and  the 
immediate  surrounding  territory  that  is  probably  already  drained^ 
that  would  be  of  very  little  value  to  you  ? 

Mr.  Diericx.  Exactly;  or  if  a  limitation  to  the  acreage  was 
put  on. 

Mr.  Mays.  Do  you  propose  to  waive  your  right  to  a  patent? 

Mr.  Diericx.  ITo,  sir. 

Mr.  Mays.  I  don't  quite  understand  you  there. 

Mr.  Diericx.  I  understand  the  Senate  bill,  covering  that,  allowed 
the  applicant  to  continue  his  prosecution  of  patent  and  take  a  lease 
if  he  failed.    That  is  the  way  I  understand  the  provisions  of  the  bill- 
Mr.  Mays.  That  is  the  provision  upon  which  you  rely? 

Mr.  Diericx.  Absolutely.  We  would  not  think  of  releasing  our 
claims  to  patent;  no.  We  are  satisfied  that  we  are  entitled  to  them^ 
but  we  have  been  successfully  held  up  for  two  years  and  a  half,  and 
it  may  be  two  years  and  a  half  more. 

Mr.  Taylor.  Your  time  has  expired,  Mr.  Diericx,  but  do  you  desire 
to  say  anything  specifically  as  between  the  Senate  and  the  House 
bills,  as  to  how  it  would  affect  the  rights  of  the  Honolulu  Co.? 

Mr.  Diericx.  The  only  thing  I  can  say,  Mr.  Chairman,  is  that  I 
think  the  provision  for  relief  in  the  bill  diould  be  that  the  applicant 
be  entitled  to  pursue  his  applications  for  patent  to  a  determmation : 
and  failing  in  that,  be  entitled  to  a  lease  for  the  claim. 

Mr.  SiNNOTT.  You  have  spoken  of  the  court  decision  in  your  favor- 
Was  that  final? 
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Mr.  DiERicx.  It  is  not  a  decision  in  our  favor.  It  is  not  a  definite 
decision,  but  the  judge  did  say — Judge  Rudkin — from  the  bench  at 
the  argument  that  he  could  say  then  that  the  work  we  had  done  ex- 
cepted us  from  the  withdrawal  order  of  September  27,  and  put  us 
within  the  provision  of  the  Pickett  Act. 

Mr.  SiNNoiT.  He  has  not  rendered  a  formal  decision  yet? 

Mr.  DiERicz.  No,  sir. 

Mr.  EusTON.  When  you  say  you  desire  to  prosecute  your  claims  to 

f)atent,  and  then  if  you  are  not  successful  to  take  advantage  of  the 
ease  provision,  you  mean  that  you  would  not  expect  to  take  advan- 
tage of  those  lease  provisions  in  case  fraud  and  conspiracy  were 
proved  against  you  in  the  legal  actions  which  are  prosecuted  to 
finality  ? 

Mr.  DiERicx.  No,  sir. 

Mr.  Elston.  You  mean  that  by  reason  of  this  final  determination 
of  legal  action,  if  some  laches  or  oversight  in  the  strict  performance 
of  the  things  required  under  the  Pickett  Act  were  alleged  against 
you,  by  which  under  the  law  you  would  not  be  strictly  entitled  to 
patent,  but  nothing  that  would  counteract  your  equities  by  reason  of 
the  expenditure  ox  this  money — if  that  were  shown  to  be  the  case, 
then  you  would  feel  entitled  to  consideration  under  the  leasing  pro- 
vision? 

Mr.  DiERicx.  Yes,  sir. 

Mr.  Kaker.  Mr.  Diericx,  are  your  people  in  a  position  that  if  legis- 
lation were  enacted  whereby  you  were  given  the  right  to  lease — pref- 
erence right  of  course — ^the  land  that  you  have  claimed,  and  the  land 
that  you  are  in  good  faith  holding  ana  developing,  and  pay,  say,  one- 
eighth  royalty  so  that  the  matter  could  be  opened  up  immediately, 
would  your  people  and  others  similarly  situated,  you  think,  be  will- 
ing and  ready  to  forego  the  pleasure  of  a  patent,  and  take  a  lease 
under  conditions  of  that  kind? 

Mr.  Diericx.  I  could  not  speak  for  the  others ;  but  I  think  probably 
though  a  number  of  them  would  be  willing  to  do  that. 

Mr.  Raker.  That  would  avoid  future  litigation,  much  expense, 
would  result  in  a  great  saving  of  oil,  and  at  the  same  time  put  you 
all  in  a  position  so  that  you  could  commence  to  develop,  produce 
more  oil  and  get  it  on  the  market,  at  a  time  when  it  is  so  vitally 
needed. 

Mr.  Diericx.  Yes,  sir. 

Mr.  Saker.  Of  course,  the  only  difference  in  that  would  be  as  to 
the  question  of  Ae  eighth  royalty,  would  it  not? 

Mr.  Diericx.  I  think  the  one-eighth  royalty  is  a  fair,  workable, 
practical  proposition.    It  seems  to  carry  right  through  everywhere. 

Mr.  Saker.  But  your  contention  is  all  along,  as  I  understand, 
that  those  who  have  drilled  and  developed  producing  oil  wells,  who 
were  on  there  before  the  withdrawal,  should  have  their  entire  claim 
to  lease  ? 

Mr.  Diericx.  Yes,  sir. 

Mr.  Raker.  And  they  should  not  be  cut  down  to  a  fractional  part 
or  to  single  wells? 

Mr.  Diericx.  Absolutely  no,  sir. 

Mr.  Raker.  In  other  words,  is  it  your  contention  that  that  would 
be  a  detriment  to  even  the  Oovemment  itself? 
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Mr.  DiERicx.  Absolutely  it  would  be.  That  land  would  be  very 
likely  to  be  ruined  if  other  parties  got  in  there.  The  people  that  are 
drilling  it  now  understand  the  formation,  and  it  would  not  only 
work  a  hardship,  but  I  do  not  think  the  oil  would  be  prox>erly 
extracted. 

We  are  drilling  two  wells  now  on  our  section  10 — ^have  been  for 
some  time.  I  would  like  you  to  know  that,  Commander  Wright,  and 
I  am  ordering  another  one  put  down  immediately  following,  on 
section  10. 

Mr.  Eaker.  What  I  would  like  to  get  from  you  is  this:  Your 
statement,  whichever  way  it  may  be — what  difference  can  it  make  to 
the  Government  and  the  people  generally  as  to  whether  or  not  those 
who  now  have  these  claims,  bona  fide,  to  extract  oil  from  them,  and  to 
turn  it  over  to  a  stranger  or  a  third  party,  who  has  given  no  con- 
sideration to  it  in  the  past,  except  the  mere  fact  of  going  on  and 
leasing  it — where  would  the  Government  benefit,  or  the  people,  by 
taking  it  away  from  the  actual  bona  fide  claimant  and  giving  a  lease 
to  a  third  party,  except  the  mere  fact  of  their  boring  a  well  ? 

Mr.  DiERicx.  The  Government  could  not  get  any  benefit,  and  it 
would  be  an  outrage  to  the  bona  fide  claimant  to  do  it. 

Mr.  Eaker.  I  have  been  listening  here  now  for  two  weeks — of 
course,  to  your  side  of  the  case,  and  undoubtedly  we  will  hear  from 
the  other.  Now,  what  advantage  to  anyone  would  follow  from 
simply  giving  the  men  the  lease  of  the  well  and  then  leasing  the  rest 
of  the  territory  in  that  particular  160-acre  tract  of  land  to  a  third 
party? 

Mr.  DiERicx.  There  would  be  absolutely  no  benefit  to  anyone, 
onlv  to  the  third  party,  who  is  not  entitled  to  it. 

Mr.  Eaker.  Is  there  any  question  of  conservation  involved? 

Mr.  DiERicx.  None  at  all. 

Mr.  Eaker.  Is  there  any  question  of  the  price  of  production  in- 
volved ?  Would  it  be  produced  any  cheaper  by  giving  it  to  the  third 
party  ? 

Mr.  Diericx.  Certainly  not ;  it  would  cost  more. 

Mr.  Eaker.  Would  it  help  the  price  to  the  consumer? 

Mr.  Diericx.  No  ;  the  oil  would  cost  more  to  extract  if  it  were  bein^ 
extracted  by  two  different  parties,  because  you  have  got  overhead 
expense  and  supervision  of  two  parties  instead  of  one. 

Mr.  Eaker.  Can  you  give  the  committee  any  idea  as  to  who  is  the 
originator  of  that  theory,  and  the  object  of  it?  There  must  be 
something  behind  it.  There  must  be  somebody  that  thinks  they  had 
some  valid  excuse  in  behalf  of  conservation  and  the  protecting  of  the 
Government  and  getting  cheaper  oil  by  virtue  of  their  theory;  and 
I  was  just  wondermg  whether  or  not  you  had  been  able  to  discover  it. 

Mr.  Diericx.  I  have  only  my  own  surmises  on  the  subject.  I  would 
not  care  to  express  them. 

Mr.  Eaker.  You  wouldn't  like  to  express  your  surmises? 

Mr.  Diericx.  No,  sir;  because  it  is  not  based  on  anything  absolutely 
tangible. 

Mr.  Eaker.  Well,  of  course,  I  could  not  get  your  surmises  on  the 
record  then. 

Mr.  SiNNOTT.  Is  the  case  in  which  you  say  the  judge  expressed  his 
views  tentatively — is  that  the  one  covered  by  this  Mills  brief,  written 
by  Attorney  Mills? 
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Mn  DiERicx.  You  mean  the  supplemental  brief? 

Mr.  SiNNOTT.  Yes. 

Mr.  DiERicx.  It  is  the  same  thing;  only  that  brief  was  written 
before  the  suits  were  brought,  as  I  understand  it. 

Mr.  SiNNOTT.  That  brief  is  before  the  Commissioner  of  the  Land 
Office? 

Mr.  DiERicx.  Yes. 

Mr.  SiNKOTT.  That  is 

Mi*.  DiERicx.  It  was  a  supplemental  brief,  I  think,  to  show  why 
we  were  entitled  to  our  patent  now,  to  indorse  the  commissioner's 
opinion.  We  thought  we  were  entitled  to  our  patents  and  we  asked 
for  them. 

Mr.  SiNNOTT.  What  was  the  date  of  that  brief;  do  you  remember? 
I  couldn't  find  any  date  on  it. 

Mr.  GiLLETT.  It  was  1915,  sometime. 

Mr.  DiERicx.  No;  this  is  the  supplemental  brief  to  the  commis- 
sioner, and  it  was  subsequent  to  that. 

Mr.  Kaker.  It  was  filed  some  time  last  year.  That  is  my  recol- 
lection. 

Mr.  DiERicx.  I  think  it  was. 

Mr.  Kaker.  I  had  a  note  made  on  the  one  they  sent  me,  and  I 
think  it  was  some  time  last  year.  I  asked  the  Land  Department  to 
send  me  a  copy,  and  my  recollection  is  the  supplemental  brief  was 
filed  some  time  late  last  year. 

Mr.  DiERicx.  Yes ;  it  was  late  last  year — 1917. 

Mr.  Taylor.  Are  there  any  further  questions,  gentlemjen  ? 

Mr.  Lenroot.  I  did  not  hear  all  of  Mr.  Diericx's  statement,  but  I 
think  I  only  have  one  question. 

So  far  as  these  allegations  of  fraud  that  are  made  are  concerned, 
if  those  allegations  should  be  sustained,  neither  the  Senate  bill  nor 
the  pending  amendment  proposes  to  give  relief  to  any  claimant  where 
there  is  actual  fraud? 
'  Mr.  DiERicx.  No ;  the  charges  can  not  be  sustained. 

Mr.  Lenroot.  I  say,  in  the  event  that  they  would  be  sustained, 
your  case  would  not  be  affected  by  either  bill. 

Mr.  Diericx.  Not  at  all;  no,  sir. 

Mr.  Elston.  You  would  get  no  relief,  then. 

Mr.  Diericx.  No,  sir. 

Mr.  Elston.  Speaking  of  Mr.  Crandall  having  filed  before  the 
Land  OflSce  a  protest  against  clear  listing 

Mr.  Diericx.  Not  against  clear  listing,  but  asking  that  the  patents 
when  written  be  written  one-eighth  for  himself  and  seven-eighths  for 
the  Honolulu  Co. 

Mr.  Elston.  Now,  in  that  protest  there  was  nothing  stated  by 
Crandall  to  the  effect  that  he  had  acted  as  Matson's  agent  to  go  out 
and  hunt  up  these  claims  and  procure  their  filing? 

Mr.  Diericx.  No;  but,  on  the  contrary,  he  claimed  that  he  had  the 
same  rights  to  an  interest  in  the  ones  he  procured  as  he  had  in  the 
original  one,  and  had  the  contracts  made  with  him. 

Mr.  Elston.  Wasn't  that  the  result  of  some  little  legal  difficulty 
between  him  and  Matson,  under  which  he  set  forth  the  very  facts 
you  have  stated  here;  that  he  brought  the  attention  of  Matson  to 
them  and  had  practically  a  partnerSiip  in  them,  and  he  contended 
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that  he  deserved  an  eighth  return  for  the  fact  that  he  had  brought 
the  claims  to  the  attention  of  Matson? 

Mr.  DiBRTCx.  Yes,  sir ;  that  is  the  fact. 

Mr.  Kearful  (Assistant  Attomej  Gteneral).  Anticipating  that 
Mr.  Diericz  may  desire  to  leave,  I  wish  to  notify  him  that  when  my 
turn  comes  I  expect  to  ask  the  committee  to  permit  me  to  show  them 
documents  signed  and  sworn  to  by  William  Matson,  admitting  and 
asserting  the  facts  which  I  have  stated  in  my  memorandum,  and 
which  is  denied  by  Mr.  Diericx,  that  Mr.  Matson  conceived  this 
gicheme  of  monopolizing  a  large  area  of  public  land  for  the  purpose 
of  excluding  bona-fide  prospectors,  without  development  work,  until 
discovery  could  be  made  upon  section  10,  privately  owned  land. 

Mr.  liENROOT.  I  want  to  ask  you,  Mr.  Kearful,  if  the  charges  that 
you  now  make  should  be  sustained  under  either  the  Senate  bill  or  the 
House  amendment,  could  it  possibly  affect  this  question? 

Mr.  Kearful.  Under  the  Senate  bill? 

Mr.  Lenroot.  The  Senate  bill  excludes  all  fraudulent  claims,  does 
it  not? 

Mr.  Kearful.  It  seems  to  do  so,  but  it  does  not  really  do  ^,  be- 
cause it  merely  excludes  the  assignees  of  fraudulent  claims  who  may 
not  be  able  to  show  that  they  are  without  actual  knowledge  of  the 
fraud. 

Mr.  Lenroot.  I  understand ;  but,  applying  it  to  the  Honolulu  case, 
where  you  are  charging  actual  fraud,  if  that  were  true  they  wouldnH 
get  any  relief  under  either  bill. 

Mr.  Kearful.  That  is  as  I  understand  it. 

Mr.  Diericx.  Mr.  Chairman,  may  I  have  the  privilege  of  replying 
in  some  measure  to  whatever  Mr.  Kearful  introduces  later? 

Mr.  Taylor.  I  think  so.  I  will  submit  it  to  the  committee ;  but  I 
think  naturally  you  will.    Are  you  through,  Mr.  Diericx? 

Mr.  Diericx.  I  am  through. 

(Whereupon,  at  12  o'clock  noon,  the  committee  recessed  until  IQ 
o'clock  a.  m.  Thursday,  February  21,  1918.) 


CoMMmffiB  ON  the  Public  Lands, 

House  of  Sbpresentatives, 

Friday^  February  «8, 1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Edward  T.  Taylor 
presiding. 

Mr.  Taylor.  The  committee  will  please  come  to  order.  The  House 
meets  at  11  o'clock  this  morning,  and  I  believe  you  want  to  be  there, 
Mr.  Lenroot? 

Mr.  Lenroot.  Yes. 

Mr.  Taylor.  Inasmuch  as  the  Alaska  gentlemen  have  a  large  num- 
ber of  views  here  that  they  want  to  personally  show  to  the  commit- 
tee, and  they  are  quite  anxious  to  have  as  full  an  attendance  as  they 
can  get,  and  more  especially  to  have  you  and  Mr.  Ferris  here,  I  am 
going  to  ask  one  or  two  of  the  Colorado  gentlemen  to  make  a  short 
statement  this  morning  in  lieu  of  the  Alaska  people,  and  we  will  hear 
them  when  you  and  Mr.  Ferris  can  be  here,  either  this  afternoon  or 
to-morrow. 
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Mr.  Francis  J.  KEAKFUii  (Assistant  Attorney  General).  Before 
jou  proceed,  Mr.  Chairman,  I  would  like  to  have  an  opportunity  to 
make  further  answer  to  a  question  asked  by  Mr.  Lenroot  at  the  close 
of  the  proceedings  yesterday.    He  asked  me  whether,  if  fraud  were 

Sroven  in  any  case,  there  would  be  any  relief  given  by  either  the 
[ouse  bill  or  the  Senate  bill. 

Mr.  Lenboot.  By  the  proposed  amendment  or  the  Senate  bill ;  by 
the  amendment  recommended  by  the  Secretary  or  by  the  Senate  bill. 

Mr.  Kearftjl.  I  did  not  understand  you. 

Mr.  Lenroot.  I  do  think  there  is  a  question  about  the  House  bill. 

Mr.  KEARFuii.  As  to  the  House  bill,  I  think  there  would  be  no 
relief  against  fraud. 

Mr.  Lenroot.  I  think  that  may  possibly  be  true. 

Mr.  Raker.  And  there  would  in  the  Senate  bill  ? 

Mr.  Lenroot.  No;  there  would  not  be  in  the  Senate  bill. 

Mr.  Baker.  There  would  be  no  relief  provided  for  tho^  who  are 
•charged  with  and  have  committed  fraud — there  would  be  no  relief 
for  them  in  the  Senate  bill  ? 

Mr.  Lenroot.  Not  if  the  claimant  was  proven  guilty  of  fraud. 

Mr.  Baker.  Wouldn't  the  same  thing  apply  to  the  House  bill? 

Mr.  Lenroot.  I  think  certainly  not  as  clearly  as  in  the  Senate  bill. 

Mr.  Taylor.  Gentlemen,  we  have  here  Mr.  Bradley,  of  Denver, 
who  will  make  a  brief  introductory  statement  this  morning.  Before 
Mr.  Bradley  begins,  without  objection,  we  will  have  printed  at  this 
point  credentials  from  Gov.  Gunter,  of  Colorado,  authorizirg  Judge 
Scott  and  Mr.  Bradlev  to  represent  Colorado  at  this  hearing. 

(The  paper  referred  to  follows:) 

This  State  ot  Colorado, 

Executive  Chamber, 

Denver. 

Giving  to  tliem  fuU  confidence,  I  have  the  honor  to  constitute  the  Hon.  TuUy 
Scott,  a  justice  of  the  supreme  court  of  this  State,  and  the  Hon.  George  T. 
Bradley,  chairman  of  the  pubUc  utiUtlea  commission,  as  a  commission  to  repre- 
sent the  State  of  Colorado  in  aid  of  the  consideration  and  enactment  of  the 
Walsli-Pittman  leasing  bill,  now  pending  before  the  Congress  of  the  United 
States. 

Given  tinder  my  hand  and  the  executive  seal,  this  16th  day  of  February, 
A.  D.  1918. 

[SBAJL.]  *  JULTUB  C.  OUNTER, 

Governor  of  Colorado. 

STATEHENT  OF  GEOBGE  T.  BBADIEY,  DENVEB,  COLO.,  CHAIBUAN 
OF  THE  COLOBADO  PUBLIC  ITTILITIES  COMMISSION. 

Mr,  Bradlet.  Mr.  Chairman  and  gentlemen,  I  am  not  going  to 
take  very  much  of  the  time  of  this  committee,  because  there  are  others 
to  follow  me  that  are  more  familiar  with  and  know  more  about 
the  oil  game  than  I  do. 

I  want  to  state  that  we  regret  exceedingly  that  our  governor  is 
not  with  us  on  this  trip.  He  mtended  coming  and  appearing  before 
this  committee  and  giving  you  the  benefit  of  nis  knowledge  and  ex- 
perience in  the  oil  business. 

Personally,  I  have  no  interest  in  any  oil  lands  or  leases.  I  am 
simply  here  in  the  interest  of  our  State  and  surrounding  States. 
In  Colorado  we  have  something  besides  climate  and  scenery.    We 
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are  a  big  producer  of  metals,  coal,  timber,  agricultural  products, 
£Ugar  heets,  some  little  manufacturing,  and  now  we  are  looking  for 
an  opportunity  to  develop  our  oil  lands  and  oil  deposits.  According 
to  the  Geolcffical  Survey  there  are  473,732  acres  designated  and  clas- 
sified as  coal  lands  in  the  State.  Colorado  is  not  really  an  oil-pro- 
ducing State.  At  present  we  have  two  small  fields,  the  Florence 
field  and  the  Boulder  field. 

Wyoming  has  besn  largely  developed  bj[  Denver  and  Colorado 
Springs  capital,  and  I  might  state  that  there  is  hardly  a  man,  woman, 
or  child  in  the  city  of  Denver  that  does  not  own  some  Wyoming 
mining  stock. 

We  understand  that  there  is  now  a  great  shortage  of  oil  and  oil 
product.  This  being  so,  and  the  consumption  being  much  greater 
than  the  production,  we  think  that  this  committee  ought  to  bend 
every  effort  to  formulate  and  recommend  a  bill  that  will  stimulate 
prospecting  and  development,  and  encourage  the  prospector  to  go 
on  the  public  domain  and  attempt  to  develop  oil. 

There  have  been  two  extremes  since  my  residence  in  Colorado. 
Formerly  it  was  a  very  easy  matter  to  obtain  a  patent  to  public 
lands.  The  matter  was  never  very  thoroughly  investigated,  and  it 
seems  that  all  you  had  to  do  was  to  make  application  and  patent 
was  forthcoming.  Now,  to-day,  it  is  most  difficult  to  secure  a  patent 
to  lands  on  the  public  domain.  They  seem  to  throw  every  obstacle 
and  difficulty  in  your  way.  I  believe  there  is  a  happy  medium  that 
neither  extreme  should  be  used;  that  due  diligence  and  care  should 
be  exercised  to  see  that  a  claimant  does  as  the  law  requires  that  he 
shall  do.  At  the  same  time  the  laws  should  be  so  liberal  and  so 
framed  that  he  can  eventually,  after  making  his  location,  secure 
patent.  In  the  event  of  oil  being  discovered,  I  believe  that  the  lavv? 
should  be  so  framed  that  liberal  leases  should  be  granted,  and  that 
those  who  are  first  on  the  ground,  who  have  endeavored  to  make  a 
valid  location,  have  been  prosecuting  their  work  with  due  diligence, 
should  have  the  first  opportunity. 

In  the  State  of  Colorado  there  are  2,675,500  acres  of  land  included 
in  oil  domes,  of  which  the  State  owns  182,400  acres  of  classified  oil 
lands,  located  within  the  area  of  the  dome  as  designated  by  Prof. 
R.  D.  George,  State  geologist.  The  State  has  issued  95  oil  and  gas 
leases,  whicn  include  a  total  acreage  of  211,180  acres,  from  which  * 
rental  is  derived  to  the  State  annually  of  $12,342.  The  State  leases 
are  located  in  various  counties  of  the  State.  Approximately  27  oil 
and  gas  wells  are  now  being  drilled  in  the  State  of  Colorado,  two 
being  in  the  northwestern  part  of  the  State,  four  in  the  northern 

!)art  of  the  State,  four  in  the  central  part  in  the  vicinity  of  Denver. 
ive  in  the  eastern  portion  of  the  State,  two  in  the  southeastern  por- 
tion, one  in  El  Paso  County  near  Colorado  Springs,  five  in  Pueblo 
district,  and  four  in  the  Florence  district  in  Fremont  County. 

In  the  annual  period  covered  from  November  30,  1916,  to  D^ 
ceniber  1,  1917,  the  total  number  of  oil  and  gas  leases  granted  by 
the  State  was  78.  The  amount  of  annual  rental  received  from  these 
leases  was  $10,481.  In  addition  to  the  annual  rental  received  by  the 
State  from  each  oil  and  gas  lease  the  lessee  is  required  to  pay  a  roy- 
alty of  10  per  cent  on  the  gross  product  of  all  oil  and  gas  produced 
from  the  premises.    These  leases  have  been  gi*anted  in  some  20  coun- 
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ties  of  the  State,  so  we  think  that  we  have  a  chance  to  develop  oil 
in  various  sections. 

Mr.  Taylor.  These  leases  are  granted  by  the  State  in  the  hope  of 
prospecting  and  developing  some  oil  fields,  aren't  they? 

Mr.  Bradley.  Yes. 

Mr.  Taylor.  They  have  not  become  paying  enterprises  yet,  have 
they? 

Mr.  Bradley.  There  are  no  paying  enterprises  in  these  at  all.  And 
these  are  State  lands  that  I  now  refer  to.  There  are  also  a  number 
of  private  lands — patented  lands — ^that  are  also  under  lease  and  are 
now  being  developed,  but  I  have  not  a  record  of  those  lands.  There 
is  also  some  prospecting  on  the  public  domain. 

Of  these  leases  which  I  have  referred  to — the  78 — there  are  27 
in  Pueblo  County,  and  the  other  51  leases  mre  scattered  in  some  Id 
counties. 

Mr.  Taylor.  As  I  understand  it.  the  object  of  that  is  to  show  the 
interest  of  the  people  in  the  State  in  trying  to  find  oil  out  there. 

Mr.  Bradley.  That  is  the  idea.  We  think  we  have  an  oil  terri- 
tory. There  is  oil  to  the  north  of  us  in  Wyoming,  oil  to  the  east  of 
us  in  Kansas,  oil  to  the  south  of  us  in  Texas  and  Oklahoma, 
and  we  are  in  hopes  that  we  will  find  oil  in  Colorado.  And  I 
am  of  the  opinion  that  eastern  ColDrado  presents  as  fine  a  pros- 
pecting field  as  there  is  in  the  country  to-day.  It  is  true  that  we 
will  probably  have  to  go  to  some  depth  to  obtain  oil,  and  it  will  re- 
quire a  great  deal  of  capital  to  develop  this  territory.  The  esti- 
mated depth  to  obtain  oil  m  the  average  sections  of  Colorado  is  in  the 
neighborhood  of  3,000  feet,  I  understand. 

To  give  you  an  idea  of  some  of  the  wells  and  the  depths  which 
they  attain  in  those  that  are  now  being  drilled  on  State  lands,  the 
deepest  well  is  in  Pueblo  County,  the  Columbine  well,  which  reached 
a  depth  of  2,725  feet.  The  Mustang  well  in  Las  Animas  County^ 
which  is  in  the  southern  part  of  the  State,  has  reached  a  depth  of 
2,000  feet.  The  Rush  well  in  Kiowa  County  is  700  feet;  the  Lincoln 
well  in  Lincoln  County  700  feet;  the  Eureka  well  in  Pueblo  County 
1,800  feet.     So  there  is  a  great  deal  of  prospecting  at  the  present  time 

{foing  on  in  Colorado,  and  we  hope  with  good  results,  and  we  are  now 
ooking  to  you  gentlemen  and  to  this  Congress  to  give  us  a  leasing 
bill  that  will  not  only  encourage  but  will  permit  people  to  go  on  the 
public  domain  and  make  their  locations  and  prosecute  their  worK 
with  intelligence  and  speed  and  be  assured  after  they  developed 
something  in  the  way  of  oil  that  these  lands  that  they  have  gone  on 
and  taken  up  will  not  be  taken  away  from  them. 

A  liberal  and  just  leasing  bill,  to  our  notion,  should  be  formulated 
and  passed  by  this  Congress. 

I  think,  gentlemen,  that  is  about  all  I  have  to  say.  There  are 
others  who  will  follow  me  who  are  more  familiar  with  the  situation 
than  I  am.  I  am  frank  to  say  that  I  do  not  know  quite  so  much 
about  this  as  Judge  Scott  or  Mr.  Clav,  who  will  follow  me. 

Mr.  Taylor.  But,  as  a  resident  or  the  State  for  many  years,  and 
as  chairman  of  the  public  utilities  commission  of  our  State,  you  do- 
know  the  very  great  importance  to  the  State  of  Colorado  of  this  legis- 
lation, as  well  as  to  the  State  of  Wyoming  and  others  ? 
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Mr.  Bradley.  I  do,  sir.  And  also  I  know  that  the  eyes  of  the 
Middle  West  and  the  far  West  are  now  upon  you  in  the  hope  that 
they  are  going  to  get  some  relief  in  this  way,  and  that  you  will 
give  them  a  chance  to  develop  the  supposed  oil  territories  of  their 
various  States. 

Mr.  Taylor.  Let  me  ask  you  if  this  is  not  also  true,  that  tfaey 
want  something  that  is  certain  and  definite  out  there,  that  they  can 
I'ely  upon  and  raise  and  expend  money  upon  and  avoid  the  uncer- 
tainty that  has  prevailed  in  the  last  few  years? 

Mr.  Bradley.  Absolutely,  sir. 

Mr.  Timberlake.  Mr.  Bradley,  I  have  seen  notices  in  the  papers 
about  oil  having  been  struck  near  Akron,  in  Washington  County. 
Do  you  know  whether  that  is  on  Government  land  or  on  State  land? 

Mr.  Bradley.  I  do  not  know.  I  did  not  know  that  oil  had  been- 
struck  there. 

Mr.  C.  F.  Clay  (of  Denver,  Colo.).  There  is  a  large  area  of  Gov- 
ernment land  that  has  been  staked  around  Akron,  and,  in  fact,  I 
should  say  that  the  bulk  of  the  land  in  that  vicinity  upon  which 
there  would  be  any  possibility  of  obtaining  oil  is  public  domain. 

Mr.  Timberlake.  You  have  heard  of  oil  being  found  down  there? 

Mr.  Clay.  I  know  exactly  where  it  is,  and  I  heard  they  had  struck 
oil.  I  do  not  think  it  is  in  any  large  quantity  yet,  but  I  know  they 
have  struck  some  oil. 

Mr.  Baker,  l^liat  has  been  the  cost  of  such  wells,  as  the  ones  you 
referred  to,  that  were  2,700  feet  deep  and  2,000  feet  deep? 

Mr.  Bradley.  I  should  estimate  they  would  cost  somewhere  be- 
tween $50,000  and  $100,000. 

Mr.  Baker.  Of  course,  that  is  all  a  gamble. 

Mr.  Bradley.  Absolutely  a  gamble. 

Mr.  Baker.  And  men  are  willing  to  take  those  chances,  if  'they 
have  hopes  of  getting  oil,  as  well  as  being  protected  after  they  get  it? 

Mr.  Bradley.  If  they  are  assured  of  the  territory  after  they  get 
it;  yes,  sir. 

Mr.  Baker.  Have  you  given  any  thought  as  to  the  amount  of 
territory  that  should  be  granted  to  anyone  individual  or  corpora- 
tion within  a  geological  structure,  if  we  gave  him  a  permit  to  go  on  a 
public  domain  and  prospect  for  oil  and  gas? 

Mr.  Bradley.  I  should  say  not  less  than  2,500  acres.  I  should 
also  say,  in  connection  with  that,  that  I  believe  it  should  be  more 
than  2,500  acres.  I  also  believe  that  a  man  should  have  the  privilege 
of  not  bein^  confined  to  any  one  section,  if  he  so  desired,  for  the 
reason  that  if  he  is  confined  to  one  section,  one  particular  locality, 
and  he  fails,  it  is  a  total  loss ;  while  if  his  lease  covers  different  sec« 
tions,  he  has  still  an  opportunity  to  go  to  some  of  this  additional 
land  and  sink  a  well  and  get  results. 

Mr.  Raker.  In  other  words,  he  has  a  chance  to  recoup  for  his 
loss  that  has  been  occasioned  by  his  failure  to  strike  oil  in  the  first 
instance  ? 

Mr.  Bradley.  Yes,  sir. 

Mr.  Baker.  Do  you  think  that  is  a  fair  and  just  method  of  treat- 
ing those  who  go  upon  the  public  domain  and  that  prospect  for  oil 
and  gas? 

Mr.  Bradlet.  To  give  them  the  privileges  I  have  cited? 
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Mr.  Kak£r.  Yes. 

Mr.  Bradley.  I  do,  most  certainly.  And  I  think,  in  addition,  it  is 
the  only  way  that  you  will  ffet  very  much  prospecting  and  develop- 
ment done,  to  make  this  so  liberal  and  so  enticing  that  capital  will 
take  a  chance. 

Mr.  Kaker.  Well,  what  have  you  to  say  as  to  that  giving  indi- 
viduals an  advantage,  in  giving  them  an  opportunity  to  gather  up 
the  public  domain  in  the  hands  of  a  few?    Would  it  do  that? 

Mr.  Bradley.  It  would. 

Mr.  Baker.  Would  that  be  fair? 

Mr.  Bradley.  To  give  them  the  public  domain? 

Mr.  Raker.  Yes. 

Mr.  Bradley.  An  opportunity  to  go  on  the  public  domain? 

Mr.  Raker.  Yes. 

Mr.  Bradley.  Yes ;  I  think  so. 

Mr.  Raker.  I  don't  think  you  understood  the  question.  I  will 
ask  the  reporter  to  read  it. 

(The  question  was  read,  as  follows:) 

Well,  what  have  yoii  to  say  an  to  that  Riving  such  individuals  ai)  advantage 
and  f^vin;;  tbeni  an  opportunity  to  gather  up  the  public  domain  in  the  hands 
of  :i  few?    Would  it  do  that? 

Mr.  Bradlbv.  No;  it  would  not. 

Mr.  Taylor.  Mr.  Bradley  is  not  a  lawyer. 

Mr.  Raker.  Well,  he  is  smarter  than  lots  of  lawyers.    [Laughter.] 

Mr.  Bradley.    Thank  you,  sir. 

Mr.  Raker.  What  have  you  to  say  as  to  what  should  be  the  dis- 
position of  the  land — say,  now,  the  2,560  acres — ^that  a  man  had 
his  prospecting  permit  upon,  should  he  discover  oil,  as  to  what  dis- 
position should  oe  made  of  all  the  lands  in  the  permit  as  relates  to 
the  permittee  himself?  Would  you  give  him  a  lease  on  just  a  part 
of  it  or  give  him  a  lease  to  all  of  it,  or  give  him  a  patent  to  part  of 
it  and  a  lease  to  the  remainder ;  or  would  you  give  him  a  patent  to 
part  of  it  and  release  the  rest  of  it  to  the  public? 

Mr.  Bradley.  Speaking  of  the  2,560  acres? 

Mr.  Baker.  Yes ;  unknown  territory  on  the  public  domain,  where 
nobody  has  found  oil  before. 

Mr.  Bradley.  Personally  I  think  he  is  entitled  to  a  lease  upon  all 
of  it  with  a  privilege  of  patenting  probably  part  of  it.  And  if  a 
lease  is  given  it  should  be  a  long-time  lease,  a  lease  possibly  for  a 
period,  of  20  years,  with  the  privilege  of  renewal  in  the  event  that 
he  has  not  exhausted  his  ground  in  that  period  of  time.  In  other 
words,  if  he  goes  on  the  public  domain  and  discovers  and  develops 
oil,  I  believe  h^  should  have  the  contents  of  the  ground  that  he 
develops,  and  it  should  not  be  less  than  2,560  acres.^ 

Mr.  Raker.  Well,  there  is  a  question  of  doubt  in  my  mind  as  to 
the  wisdom  of  giving  a  patent  and  a  lease  to  the  balance,  or  a  patent 
to  part  of  it  and  throwing  the  rest  open  to  competitive  leasing;  and 
I  want  to  ask  you  what  your  idea  is  as  to  the  benefit  that  would  come 
to  the  permittee  should  he  be  given  a  patent  to  only  part  of  it  and 
then  throw  the  rest  open  to  competitive  bidding,  or  giving  him  a 
preferential  lease  to  all  upon  a  fixed  royalty. 

Mr.  Bradley.  Personally  I  am  opposed  to  competitive  bidding.  I 
think  he  is  entitled  to  the  entire  lease ;  and  whether  it  would  be  noces- 
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sary  to  give  him  a  patent  to  part  of  it  or  not,  I  think  personally  that 
if  he  had  a  long-time  lease  to  the  entire  ground,  the  2,560  acres,  it 
would  be  entirely  satisfactory. 

Mr.  Raker.  What'  benefit  would  come  to  him  bj^  giving  him  a 
patent  in  preference  to  a  lease,  providing  you  give  him  a  preference 
lease  to  all  of  it  upon  a  fixed  royalty  ?        ^ 

Mr.  Bradley.  If  you  gave  him  a  long-time  lease  and  the  privilege 
of  renewal,  probably  no  benefit. 

Mr.  La  Follette.  He  would  save  the  one-eighth  royalty  on  the 
part  he  had  patented,  would  he  not  ?    That  is  practically  all. 

Mr.  Bradley.  Yes,  sir. 

Mr.  Raker.  What  is  your  view  as  to  the  amount  of  royalty  a  man 
should  pay? 

Mr.  Bradley.  One-eighth. 

Mr.  Raker.  Would  you  fix  that  definitely  or  let  it  fluctuate  in  the 
discretion  of  the  Secretary  to  make  it  one-seventh  or  one-sixth  or 
one-eighth? 

Mr.  Bradley.  You  should  make  it  definite — one-eighth — in  my 
judmient.    I  think  that  would  be  entirely  satisfactory  all  around, 

Mr.  Raker.  There  is  no  land  withdrawn  in  your  State  for  oil 
and  gas  is  there  ? 

Mr.  Bradley.  No;  I  think  not — well,  there  are  some  shale  lands, 
I  believe,  that  are  withdrawn. 

Mr.  Taylor.  Eight  hundred  and  sixty-seven  thousand  four  hun- 
dred and  seventy-four  acres  have  been  withdrawn  for  oil.  Of  that 
amount  45,440  acres  are  shale  lands. 

Mr.  Timberlake.  Where  are  those  withdrawals,  Mr.  Taylor? 

Mr.  Taylor.  They  are  partly  over  at  Rangely  and  the  White 
River  country,  and  m  Mesa  and  Garfield  Counties. 

Mr.  Raker.  Have  you  given  any  thought  to  the  present  House  bill 
in  comparison  with  the  Senate  bill,  so  far  as  they  relate  to  the  leasing 
of  the  public  domain,  cutting  out  now  the  question  of  remedial 
relief? 

Mr.  Bradley.  I  have  read  the  bills,  and  I  much  prefer  the  Senate 
bill. 

Mr.  Raker.  I  am  talking  now  of  the  Senate  leasing  feature  as  it 
relates  to  the  public  domain. 

Mr.  Bradley.  I  much  prefer  the  Senate  bill. 

Mr.  Raker.  I  suppose  that  is  because  of  the  amount  of  land  in- 
volved ? 

Mr.  Bradley.  The  amount  of  land  and  the  relief  that  it  affords  in 
section  16  to  those  who  have  already  developed  oil. 

Mr.  Raker.  You  have  not  given  any  thought  or  had  any  occasion 
to  give  any  thought  to  the  relief  features  of  the  bill,  have  you  ? 

Mr.  Bradley.  No  ;  not  particularly. 

Mr.  Raker.  Neither  to  those  who  are  now  on  the  public  domain  or 
to  those  in  any  of  the  withdrawals,  either  naval  or  otherwise? 

Mr.  Bradley.  Only  that  I  think  relief  should  be  granted  as  pro- 
vided for  in  section  16  of  the  Senate  bill.  Those  that  have  been  on 
the  public  domain  and  developed  oil  should  have  the  benefit  of  that 
oil. 

Mr.  Raker.  Have  you  made  any  study  of  the  proposed  amendment 
that  has  been  suggested  here,  upon  which  there  has  been  a  report 
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made  and  printed,  known  as  the  lease  of  the  well  alone;  the  lease  of 
the  well  and  no  other  territory. 

Mr.  Bradley.  I  am  not  particularly  familiar  with  that.  I  heard 
something  of  that  in  the  room  here  yesterday.^ 

Mr.  Saker.  I  will  not  take  your  tmie,  then,  if  you  are  not  familiar 
with  it. 

Mr.  Bradlet.  No  ;  I  am  not 

Mr.  Baker.  Now,  as  a  practical  man,  an  experienced  man,  know- 
ing the  general  conditions  of  the  West,  could  you  see  any  benefit 
coming  to  the  Government  if  you  should  lease  the  actual  producing 
wells  now  to  the  men  and  companies  who  would  drill  them,  or  their 
legal  successors  or  assigns,  and  the  rest  of  the  territory  in  their 
claim;  or  simply  lease  the  well  to  the  present  owners  and  holders, 
and  then  throw  the  rest  of  the  territory  m  the  claim  that  he  now  has 
open  to  third  parties? 

Mr.  Bradlet.  No;  I  can  not.  Because  if  it  was  leased  to  the  origi- 
nal people  that  went  on  there  and  developed  the  well,  they  would  also 
develop  that  additional  land,  and  the  Government  would  be  in  the 
same  position.  The  Government  can  not  lose  anything  as  long  as  the 
oil  is  being  extracted  and  the  royalty  paid.^  And,  in  my  judgment, 
the  people  that  have  gone  on  the  ground  originally  and  developed  it 
should  be  entitled  to  the  ground,  and  it  should  not  be  thrown  open  to 
competitive  bidding. 

Mr.  Kailer.  And  not  having  any  interest  in  these  oil  wells  your- 
self, or  in  the  oil  business,  can  you  see  any  disadvantage  to  the  Gov- 
ernment or  to  the  people  of  the  United  States  in  permitting  the  pres- 
ent owners  of  the  wells  to  lease  the  remaining  territory  of  their  claim 
as  against  leasing  it  to  a  third  party  ? 

Mr.  Bradley.  I  can  not. 

Mr.  Baker.  That  is  all. 

Mr.  Taylor.  The  main  thing  is,  if  they  put  the  remainder  of  the 
claim  up  to  competitive  bidding,  it  allows  the  rich  man  to  come  in 
and  outbid  the  fellow  that  is  on  the  ground. 

Mr.  Bradley.  It  does,  and  deprives  the  prospector  and  the  man 
who  has  developed  this  ground  of  the  ground. 

Mr.  Lenroot.  How  many  prospecting  permits,  each  covering  2,560 
acres,  do  you  think  an  applicant  should  have  at  one  time  ? 

Mr.  Bradley.  Well,  I  think  he  should  have  a  number,  so  that,  as 
I  have  stated,  he  can  go  into  the  various  sections  of  the  State  and 
not  put  all  his  eggs  in  one  basket.  He  can  prospect  them  by  having 
several  permits,  and  he  can  prospect  in  several  portions  of  the  State. 

Mr.  Lenroot.  Of  course  we  could  not  put  that  in  that  way  in  the 
bill. 

Mr.  Bradley.  If  he  so  desired. 

Mr.  Lenroot.  If  we  were  to  give  him  more  than  one,  the  com- 
mittee would  have  to  have  some  information  of  what  would  be  a 
maximum  number. 

Mr.  Bradley.  Well,  I  should  say,  if  a  man  desired,  half  a  dozen 
would  not  be  too  many. 

Mr.  Lenroot.  You  think,  then,  that  he  should  have  the  right,  if  he 
so  chose,  to  tic  up — ^that  would  be  15,000  acres? 

Mr.  Bradley.  Yes,  sir. 

Mr.  Lenroot.  That's  all. 
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Mr.  Cramton.  I  would  like  to  get  Mr.  Bradley's  idea  as  to  the 
treatment  of  the  proven  field.  I  got  the  impression  that  in  what 
you  had  to  say  to  Jud^e  Raker  you  were  discussing  new  territory. 

Mr.  Bradley.  Yes,  sir ;  so-called  "  wildcat "  fielas. 

Mr.  Taylor.  That  is  the  condition  of  the  whole  State  of  Colorado. 
It  is  all  a  wildcat  field,  practically. 

Mr.  Bradley.  We  have  really  no  proven  field  in  the  State  of  Colo- 
rado except  the  Florence  and  Boulder  fields. 

Mr.  Cramton.  You  hope  to  have  proven  fields  some  time? 

Mr.  Bradley.  Yes ;  that  is  our  object  in  being  here  at  this  time. 
We  think  we  have  territory  that  if  given  a  fair  chance  will  develop 
into  pro  lucing  territory. 

Mr.  Cramton.  That  being  true,  you  are  interested  in  that  phase 
of  the  question.  What  would  be  your  idea  as  to  the  proper  treat- 
ment in  proven  territory,  as  to  the  quantity  of  land  to  be  leased  and 
the  terms  on  which  it  should  be  leased? 

Mr.  Bradley.  Well,  my  judgment  is  it  should  be  less,  possibly,  in 
proven  territory. 

Mr.  Cramton.  In  extent? 

Mr.  Bradley.  Yes;  in  acres.  But  a  lease  should  cover  at  least  a 
period  of  time  of  16  or  20  years. 

Mr.  Cramton.  You  spoke  of  being  opj^sed  to  the  idea  of  com- 
petitive bidding.  Are  you  opposed  to  that  m  the  case  of  proven  terri- 
tory? 

Mr.  Bradley.  Well,  I  imagine  that  in  proven  territory  it  would 
probably  offset  itself  in  the  competitive  bidding.  I  don't  know  how 
you  could  manage  that. 

Mr.  Cramton.  I  ask  that  question  because,  as  chairman  of  the 
Public  Utilities  Commission,  you  are  familiar  with  such  problems. 
What  is  your  idea  as  to  how  you  would  dispose  of  it? 

Mr.  Bradley.  Well,  in  my  judgment,  as  I  have  stated,  I  think  it 
ought  to  be  probably  competitive  bidding. 

Mr.  E  r^sTON.  Would  you  make  any  distinction  in  answering  that 
question  as  to  those  who  come  in  and  by  their  extensive  labor  and 
trouble  have  proven  the  ground  and  those  who  come  in  afterwards 
and  try  to  get  the  benefit  of  that^  labor  by  competitive  biddings 
whereas  the  original  discoverers  paid  out  their  money  and  did  th*» 
work? 

Mr.  Bradley.  I  have  already  stated  that  the  original  individual  on 
the  ground — the  man  who  develops  the  oil  and  develops  the  ground — 
should  have  that  groimd. 

Mr.  El8ix)n.  That  refers,  then,  to  proven  territory? 

Mr.  Bradley.  Absolutely.  It  would  only  be  in  the  event  that  some 
territory  is  proven.  And  if  there  has  been  somebody  there  and  de- 
veloped this  oil  and  taken  all  the  risk,  I  am  absolutely  in  favor  of 
that  person  having  the  fruits  of  his  labors. 

Mr.  Taylor.  I  believe  that  is  all,  Mr.  Bradley.    Thank  you. 

Judge  Scott,  will  you  make  your  statement  now? 

STATEMENT  OF  TTTSTIGE  TULLT  SCOTT,  DENVEE,  COLO.,  MEMBSB. 
OF  THE  SUFEEHE  COTTBT  OF  THE  STATE  OF  COLO&ADO. 

Mr.  Scott.  Mr.  Chairman  and  gentlemen  of  the  committee,  I  want 
to  preface  my  remarks  by  saying  that  upon  this  subject  I  have  oo 
texshnical  knowledge:  that  I  have  no  experience  as  an  operator,  hot 
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WO  have  a  gentleman  with  us  who  is  not  only  a  lawyer  and  familiar 
with  the  land  and  mining  law^s  of  the  country,  but  who  has  had  very 
large  experience  as  an  operator,  and  who  will  be  able  to  advise  you 
upon  these  particular  questions  from  experience. 

We  regret,  and  the  governor  of  our  State  very  much  regrets,  that 
he  was  not  able  to  be  present  at  this  time,  although  he  told  me  to 
say  to  the  committee  that  if  possible  he  would  be  here  within  a  few^ 
days.  Our  purpose  in  coming  is  to  join  with  our  delegation,  who 
are  familiar  with  the  interests  of  our  State  and  with  its  industries, 
in  presenting  a  united  appearance  here,  so  that  there  may  be  no  mis- 
understanding as  to  our  position  and  as  to  the  interest  of  our  people. 
Within  the  last  dozen  years  or  more  the  public-land  question  has 
gone  through  changes  and  vicissitudes  until  there  has  come  a  division 
of  opinion  between  the  mining  States  of  the  Union  and  the  other 
States  who  have  no  such  immediate  connection  with  the  subject. 
There  was  a  time  when  under  the  mining  laws  of  the  country  the 
prospector  could  go  forth  undisturbed  and  unlimited,  and  prospect 
and  develop  with  the  hope  of  acquiring  valuable  interests.  For 
instance,  under  the  mining  laws  of  our  State  there  has  been  by  this 
prospector,  by  reason  and  as  a  reason  of  this  prospecting,  combined 
with  the  long-chance  investor,  during  the  history  of  Colorado  more 
than  $500,000,000  worth  of  gold  taken  out.  That  is  national  wealth ; 
that  is  w'orld  wealth.  And,  as  I  understand  it,  involved  in  this 
legislation  now  being  considered  there  are  two  questions.  One  in- 
volves to  a  great  extent  a  great  industry,  a  necessary  production; 
and  particularly  now  when  there  is  a  shortage. 

The  other  question  before  you  is  the  question,  as  I  see  it,  of 
national  honor,  of  national  good  faith. 

We  came  along  then  to  the  question  of  conservation.  That  seemed 
to  reach  to  the  other  extreme — and  I  differ  with  some  of  my  friends 
from  Colorado  and  my  friends  from  Colorado  in  Congress  along 
that  question.  I  am  a  believer  in  conservation.  The  difficulty  witn 
us  is  the  methods  used  in  attempting  to  secure  this  conservation  of 
our  national  resources.  For  example,  under  the  mining  law,  by  the 
interference  with  this  opportunity  to  prospect  and  to  discover,  there 
has  disappeared  from  the  mining  lands  in  our  State  entirely  the 
prospector,  so  that  we  do  not  look  forward  now  to  new  discoveries 
of  gold  and  silver  and  other  metals.  This  is  not  necessary.  I  believe 
that  as  a  national  policy  we  must  come  eventually  to  the  leasing  of 
all  public  lands  for  the  purpose  of  the  extraction  of  minerals.  What 
we  want  is  a  fixed  policy.  We  do  not  come  here  from  that  great 
State  asking  any  favors  from  Congress;  we  do  not  ask  any  special 
privilege  that  is  not  in  common  with  all  the  people  of  this  country. 
We  do  not  believe  that  we  are  entitled  to  a  law  tnat  does  not  finally 
benefit  all  of  the  country.  So,  when  we  ask  you  to  give  us  a  stabilized 
policy  in  order  that  these  discoveries  may  be  made  and  the  wealth 
which  is  national  as  well  as  State  may  be  produced,  we  are  only 
following  the  line  that  Congress  has  adopted  heretofore  in  other 
branches. 

When  you  went  into  the  reclamation  proposition  you  spent  mil- 
lions of  dollars  in  some  of  these  States  in  order  to  conserve  water, 
in  order  to  make  lands  in  that  territory  more  productive.  You  did 
Dot  stop  to  say  that  that  would  benefit  Arizona  or  California  or 
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Nevada  particularly.    You  regarded  it  as  national,  as  of  benefit  in 
common  to  all  the  people  in  adding  to  national  wealth.    Now,  in  this 

Proposition  that  we  have  here  we  want  to  place  it  upon  the  same 
asis.  There  must  be  a  liberalized  policy.  Whether  it  is  leasing  or 
whether  it  is  intended  to  acquire  title  in  the  end,  there  must  be 
liberality. 

Now,  as  to  the  amount  of  acreage  and  all  that  sort  of  thing,  Mr. 
Clay  will  advise  you  of  our  position  on  that. 

We  say  that  as  at  one  time  there  were  great  indications  of  gold 
and  silver  in  our  States,  there  appears  to  be  now  a  well-fixed  opinion 
generally  among  our  people  that  there  is  likewise  a  prospect  for  the 
development  of  oil  in  equal  proportions. 

I  do  not  intend  to  enter  into  any  details  upon  this  particular  ques- 
tion. How  it  is  to  be  accomplished  I  do  not  know,  but  I  pass  now 
to  the  question  of  good  faitn — good  faith  upon  the  part  of  Con- 
gress— and  that  relates  to  the  relief  features  in  this  bill. 

Congress  in  1872  adopted  our  mining  laws.  They  gave  to  us  what 
is  know  to-day  as  the  placer  law,  and  hy  and  by  the  question  passed 
from  gold  mining  to  oil  and  other  materials.  At  one  time  the  Secre- 
tary of  the  Interior  decided  that  oil  did  not  come  within  the  placer 
act.  In  1897  Congress  passed  a  law  declaring  that  it  did.  Now, 
from  that  time  on  Congress  said  to  our  people — ^to  the  people  of  the 
West — ^'  You  may  enter  these  oil  lands,  if  you  please,  and  you  may 
develop  them  and  you  may  secure  titles."  The  prospector  did  enter. 
That  constituted  a  contract  between  the  Government  and  the  pros- 
pector. It  amounted  to  a  solemn  promise  of  the  Government — ^  If 
you  will  do  this,  we  will  do  so  and  so." 

Now,  prior  to  the  withdrawal  in  1909  the  first  relief  feature  that 
seems  to  us  necessary  is  that  under  that  contract  you  told  us  to  go 
upon  these  lands  and  make  these  developments  and  these  impi-ove- 
ments  under  this  particular  statute,  and  we  did — our  people  did. 
The  surprise  came  when  the  President  of  the  United  States  withdrew 
these  lands  upon  which  we  had  entered  and  upon  which  we  had  spent 
our  money.  Of  course  nobody  in  our  country — and,  so  far  as  I  know, 
anywhere — ^had  believed  that  the  President  of  the  United  States  had 
the  power  to  withdraw  lands  that  had  been  pledged  by  Congress  to 
these  people  under  solemn  obligations.  No  lawyer  familiar  with 
the  subject  believed  that  that  was  legal,  and  the  President  of  the 
United  States  himself  stated  at  the  time  his  doubt  of  its  validity. 
But  the  Supreme  Court  of  the  United  States  finally,  by  a  divided 
court,  said  that  he  had  that  power  of  withdrawal,  and  with  us  that 
is  the  law. 

Now  the  relief  can  come  only  from  Congress.  We  can  not  po 
into  the  courts.  The  question  is  a  question  simply  of  common  de- 
cency. If  it  involved  a  transaction  between  individuals,  you  would 
sav  that  common  decency  demanded  that  there  shouldi  be  a  com- 
pliance upon  the  part  of  the  grantor  of  the  land.  At  this  time  shall 
Congress  permit  its  citizens  to  believe  that  it  does  not  do  business 
upon  principles  of  honor  and  good  faith  ?  If  there  ever  was  a  time 
when  the  Congress  of  the  United  States  should  appeal  to  the  con- 
fidence of  its  citizens,  that  time  is  now.  When  you  are  asking  of  our 
sustenance,  when  you  are  asking  of  our  manhood  to  offer  up  their 
lives,  if  you  please,  as  evidence  of  patriotism  and  devotion  to  coun- 
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try,  I  say  that  the  Congre^  of  the  United  States  should  show  to  its 
citizenship  that  it  does  business  in  good  faith  with  its  own. 

Now,  how  have  they  proceeded?  These  men  who  entered  this  land 
entered  it  under  the  construction  of  the  law  by  the  courts  for  half 
a  century  under  the  practice  that  grew  up  from  the  early  mining 
districts  in  California  and  passed  on.  They  relied  upon  a  half 
century  of  custom ;  they  relied  upon  a  half  century  of  judicial  deter- 
mination, and  vet  the  department  will  say — ^the  bureaucracy  of  the 
Government  will  say — ^that  it  will  construe  a  statute  differently  from 
this.  Now,  this  question  has  not  been  determined  by  the  Supreme 
Court  of  the  United  States,  but  it  has  been  determined  by  the  United 
States  court  of  appeals  that  there  was  a  compliance  by  these  people 
with  the  law  as  it  stood ;  that  they  had  made  their  entries  and  dis- 
coveries ;  that  they  had  performed  their  development  in  good  faith ; 
and,  therefore,  that  it  was  the  dutv  on  the  part  of  the  Government, 
as  it  is  upon  the  part  of  the  individual,  to  comply. 

But  after  these -wiHidrawals  Congress  came  along  and  enacted  a 
statute.  Now,  what  did  you  say  about  the  right  of  prospectors  and 
claimants  to  enter  these  lands?  You  said  this,  after  providing  for 
the  withdrawal: 

Provided,  That  the  rights  of  any  person  who  at  the  date  of  any  order  of 
withdrawal  heretofore  or  hereafter  made  Is  the  bona  fide  occupant  or  claiinaDt. 

You  by  that  language  relieved  him  from  the  requirement  of  dis- 
cover3\  That  is  clear — ^''claimant  of  oil  or  gas  bearing  lands,  and 
who  at  such  date  is  in  diligent  prosecution  of  work  leading  to  dis- 
covery." Now  under  the  old  law  discovery  was  a  technical  and  per- 
haps a  prerequisite  to  the  entering  of  the  public  lands,  but  you  came 
along  and  by  this  act  you  said  that  discovery  ij^  not  necessary  in  the 
first  instance,  but  that  you  should  "  diligently  prosecute  work  lead- 
ing to  the  discovery  of  oil  and  gas,"  and  that  in  that  case  they  should 
not  be  affected  by  the  withdrawal  order. 

Mr.  Eaker.  Would  it  interrupt  you  there  if  I  should  ask  you  a 
question? 

Mr.  Scott.  Certainly  not. 

Mr.  Baker.  That  is  the  same  theory  that  I  gather  from  the  act  of 
February  11,  1897,  and  1  have  not  heard  anybody  from  the  depart- 
ment or  otherwise  discuss  that  provision,  which  seems  to  me  is  a  con- 
firmation by  Congress,  making  the  placer  law  applicable  to  petro- 
leum or  other  minerals  containing  oil,  gold,  and  otherwise;  that  they 
said  you  could  go  to  work  and  get  a  patent  to  those  lands  under  the 
mineral  placer  laws,  and  they  knew — ^the  country  knew — ^that  on 
your  claim  you  had  not  the  oil.  * 

Mr.  Scott.  Yes,  sir. 

Mr.  Raker.  Now  Congress,  as  I  view  this  statute — and  I  would 
like  to  have  it  presented  by  the  department  otherwise  before  we  get 
through — it  seems  to  me  has  said  and  recognized  the  principle  that 
although  discovery  must  be  made  before  you  can  get  a  patent,  by 
virtue  of  your  location  and  recordation  and  your  work  you  are  pro- 
tected and  will  be  permitted  to  go  on  until  you  can  actually  develop 
a  commercial  well,  and  neither  the  Government  nor  anyone  else  can 
stop  you  from  doing  it. 

Mr.  Scott.  Preciselv ;  that  is  the  construction  that  I  give  to  this. 
First  you  said  in  1897,  "You  may  make  these  entries  and  secure 
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your  title  and  develop  under  the  placer  law."  Now,  after  the  con- 
struction that  discovery  was  first  necessary,  as  in  a  mineral  claim— 
as  in  the  mining  of  metalliferous  products — ^you  come  along  by  this 
act  andj  in  my  judgment,  you  not  only  confirm  the  right  as  against 
these  withdrawals;  you  confirm  the  right  to  enter  these  lands  under 
this  act,  but  you  are  expressly  relieved,  as  I  construe  this  language, 
from  this  question  of  prior  discovery ;  and  instead,  that  "  as  long  as 
you  diligently  pursue  your  efforts  to  discover  the  oil  you  are  pro- 
tected and  we  will  protect  you,  because  what  we  want  is  the  dis- 
covery and  the  development  of  these  public  lands."  Now,  we  have 
a  departmental  construction  that  Iooks  to  the  Shylock  theory  of 
this.  Our  courts  stand  exactly  open,  so  far  as  these  cases  have  been 
decided.  What  will  we  do?  These  questions,  if  you  shall  fail  these 
people,  in  some  way  will  reach  the  courts  of  this  land.  If  I  have 
one  of  these  claims  and  I  proceed  to  take  out  the  oil,  your  Govern- 
ment ruling  says  that  I  do  not  have  any  right  to  do  it.  In  some  way 
you  may  have  to  undertake  to  stop  me,  and  in  ord^*  to  do  it  you  have 
to  ffo  into  the  courts,  where  the  department  has  no  power. 

What  will  you  expect,  then,  on  this  question  of  location,  on  this 
question  of  diligence,  etc.?  In  the  location  of  mining  lands  these 
questions  involved  here  of  location  and  all  that  sort  of  thing  have 
been  determined  largely  in  the  State  courts,  and  there  are  decisions 
in  all  of  these  western  State  courts,  as  I  have  said,  for  nearly  half 
a  centurj' — Federal  and  State,  if  you  please.  Will  you  say  that  the 
Supreme  Court  of  the  United  States  will  repudiate  all  this?  Will 
you  say  that  the  Supreme  Court  of  the  United  States  will  not  follow 
the  custom  and  the  law  as  it  has  existed  for  so  lonff,  and  the  reason- 
ing that  they  themselves  in  some  cases  have  adopted  on  this  question 
of  diligence  and  due  diligence?  We  have  the  same  question  in  our 
State  involving  irrigation  matters.  We  construct  great  irrigation 
propositions,  and  so  long  as  these  are  pursued  with  reasonable  dili- 
gence there  can  be  no  abandonment  and  they  are  permitted  to  do 
that,  although  it  may  require  a  year  to  complete  it.  The  question  of 
diligence  may  be  new  in  this  proposition,  but  the  question  of  dili- 
gence in  a  great  public  enterprise  is  not  new  in  the  courts  of  the 
land.  To  say  that  a  man  must  make  an  entry  and  keep  chuminjr 
every  day  and  every  hour,  and  that  he  can  not  have  time  to  get  ma- 
chinery and  that  he  can  not  have  necessary  and  reasonable  delays 
is  absurd. 

So,  gentlemen.  Congress  has  made  these  specific  promises.  They 
have  proposed  and  the  prospector  has  accepted,  and  that  constituted 
in  the  law  and  jn  justice  a  contract.  And  will  Congress  say  now. 
"  We  are  willing  to  violate  this  contract "? 

Now,  let  us  go  to  another  feature  of  that  question  of  justice.  I 
understand  that  there  has  been  the  question  raised  in  Congress  of 
gradually  getting  into  monopoly  and  things  of  that  kind.  Suppose, 
for  instance,  that  it  does.  Now,  how  have  these  locations  been  made? 
Let  me  illustrate.  I  have  some  friends  in  Denver,  particularly  and 
especially  Mr.  Hawkins,  a  noted  lawyer,  and  Judge  Champion,  and 
six  other  men  of  respectable  and  moderate  means  who  went  up  into 
Wyoming  in  1916,  and  under  this  placer  act  the  eight  of  them  located 
a  quarter  section  of  land.  In  the  year  1916  they  began  to  sink  a  well. 
They  proceeded  along  and  spent  several  thousand  dollars.     Now. 
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this  was  individual  work.  This  was  not  any  "Standard  Oil  Co.,  or 
anything  of  that  kind.  These  were  simply  honest  men  seeking  an 
honest  opportunity  for  their  investment. 

They  proceeded  and  early  in  1917  they  had  spent  several  more 
thou.sands  of  dollars.  Later  in  1917  they"  discovered  that  they  had 
a  crooked  well,  and  they  spent  several  thousand  more  in  endeavoring 
to  straighten  up  that  well.  At  the  close  of  the  working  season  in 
1917  they  concluded  that  their  well  was  a  failure  and  that  they  would 
have  to  sink  a  new  one;  and  that  is  what  they  propose  to  do  now. 
Xow,  that  proposition  will  cost  them  anywhere  from  $50,000  to 
$75,000  before  tney  get  a  well,  and  will  Congi'ess  say  that  thess  men 
who  have  gone  60  miles,  they  tell  me,  from  any  known  field,  upon  a 
new  .structure — they  have  their  geologists  and  all  that  sort  of  thing; 
they  believe  that  they  have  a  fair  opportunity  to  produce  oil — and 
are  you  going  to  say  to  them  that  because  in  the  face  of  the  fact 
that  Congress  enacted  this  law,  that  it  came  along  here  in  1910  and 
told  them  specifically  that  they  were  not  required  firet  to  make  a 
discovery,  but  "  With  due  diligence  vou  can  have  all  the  time  you 
want  to  make  your  discovery  of  oil '' ? 

These  men  are  lawyers  and  intelligent  men  and  have  construed 
this  statute,  and  are  you  going  to  say  to  them,  "  (lentlemen,  we  are 
goin^  to  cut  you  off  and  you  shall  not  have  any  right  to  complete 
this  work"?  On  the  other  hand  there  are  many  hundreds  of  com- 
panies organized  in  a  different  way.  They  form  a  corporation; 
they  dispose  of  their  stock  to  Tom,  Dick,  and  Harry  in  hundreds 
and  thousands  of  shares.  Now,  the  man  who  has  $50,  $25,  or  $100 
may  be  willing  to  take  a  chance  on  reaching  oil.  He  knows  it.  But 
he  is  not  willing  that  this  Congress,  which  told  him  to  go  there, 
.shall  cut  him  on  without  an  opportunity  to  complete  his  work. 

As  I  say,  this  is  a  question  of  good  faith;  it  is  a  question  of  honor 
nnd  common  decency,  and  it  is  wnthin  the  power  of  the  people's 
Congress  to  I'ectify  it,  to  do  justice. 

Now,  why  shall  the  Government  reserve  these  undeveloped  oil 
lands  and  mineral  lands?  What  does  Congress  intend  to  do?  In  the 
first  place  all  of  these  discoveries  of  gold  and  silver  and  other  metals, 
and  of  oils,  have  been  made  by  the  speculative  prospector,  not  by 
Standard  Oil  corporations  or  great  mineral  corporations  as  they 
exist  to-day.  They  have  been  developed  as  a  result  of  the  pros- 
pector's work,  taking  long  chances  and  clearly  speculative.  Is  the 
Government  going  to  do  that  ?  I  am  told  that  the  per  cent  of  com- 
mercial oil  fields  developed  out  of  the  total  of  those  prospected  is 
afc^out  3  per  cent;  that  in  the  State  of  Wyoming  there  are  something 
like  90  (Kid  of  these  fields  developed  and  being  developed;  and  that 
only  three  of  them,  if  you  please,  have  proven  to  be  of  commercial 
value.  Are  you  going  to  appropriate  a  million  dollars  or  millions 
of  dollars  with  a  distinct  understanding  in  advance  that  97  per  cent 
of  every  dollar  that  you  appropriate  is  for  the  purpose  of  specula- 
tion ?  Do  you  think  it  is  fair  to  tax  the  people  in  that  way  when 
you  can  get  this  prospecting  done,  and  in  a  much  better  way,  by  the 
prospector  who  goes  out  and  seeks  it  in  a  speculative  way  for  his 
own  advantage? 

There  is  one  provision  that  I  notice  in  this  Senate  bill  that  I 
would  like  to  call  attention  to.    There  is  a  provision  in  there  that 
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makes  a  man  a  felon  if  he  shall  buy  a  share  of  stock  in  two  different 
corporations,  both  having  interests  in  the  public  domain.  Now,  I 
suppose  that  in  good  faim  that  proposition  was  intended  to  relieve 
or  prevent  monopoly,  but  as  sane  men  you  must  sajr  that  that  is  not 
workable  at  least.    It  can  not  be  made  to  work.    I  think  in  the  second 

{)lace  that  those  of  you  who  are  lawyers  will  very  ffravely  doubt  the 
egality  of  any  such  statute;  and  in  the  second  place  you  kill  the 
goose  that  lays  the  golden  egg.  You  drive  all  prospecting,  you 
drive  all  this  speculative  feature  from  the  field,  because  I  am  not 
^oing  to  put  flnv  money  into  a  corporation  for  the  development  of 
these  things  if  I  think  Congress  is  going  to  send  me  to  the  peni- 
tentiary it  I  happen  to  make  a  mistake  and  make  two  investments. 
I  have  got  to  keep  all  my  eggs  in  the  same  basket;  and  that  is  not 
our  western  thought  nor  our  western  plan.  You  can  not  destroy 
monopoly  in  that  way,  gentlemen.  You  can  not  prevent  monopolv 
Ml  that  way.  The  monopolies  that  want  to  acauire  it  will  evade  the 
law,  while  the  poor  fellow  who  takes  a  small  cnance  here,  there,  and 
everywhere,  will  have  no  opportunity  to  evade  it. 

You  have  got  the  question  of  the  naval  reserve,  and  I  understand 
that  the  bill  as  it  passed  the  Senate  excludes  them.  Now,  who  are 
you  going  to  send  out  on  this  naval  reserve  to  discover  oil?  Will 
you  send  some  fellows  to  whom  you  are  paying  big  salaries,  or  will 
you  send  somebody  who  has  an  interest  in  the  proposition,  who  will 
go  into  partnership  with  you  and  pay  you  a  royalty?  The  great 
feature,  as  I  understand  this  question,  is  the  question  of  refining  the 
oil  after  you  get  it.  Suppose  that  these  friends  of  mine,  using  this 
concrete  illustration  that  I  did,  discover  oil  up  there  in  Wyoming; 
what  are  they  going  to  do  with  it?  It  is  absolutely  useless  unless 
they  can  get  it  refined.  They  are  a  long  way  from  a  refinery  and 
they  have  no  way  to  reach  a  refinery,  and  they  are  not  able  to  con- 
struct one.  Now,  if  the  Navy  Department  wants  to  secure  oiK  let 
them  find  this  developed  field,  where  the  oil  is,  and  construct  their 
refinery. 

It  is  said  that  the  Standard  Oil  Co.  refines  70  per  cent  of  its  oil 
but  only  produces  20  per  cent  of  its  oil.  If  the  Navy  Department 
wants  to  preserve  its  oil,  let  it  go  in  with  these  prospectors  and  let 
them  say,  not  that  we  will  go  digging;  not  that  we  will  go  tramping 
the  country  and  undertaking  to  discover  these  propositions,  but  "  i  ou 
produce  the  oil  and  we  will  produce  the  refinery."  Now,  if  you  want 
to  prevent  monopoly,  my  opinion  is  that  you  ought  to  do  that  which 
is  the  tendency  of  the  Government  to  do  now,  and  fix  the  price. 
Why  not  fix  the  price?  Why  not  give  the  Government  the  power  to 
fix  the  price  of  oil,  and  to  fix  the  price  of  refining  and  the  sale  of 
oil  ?    Then  you  can  regulate  the  monopoly  in  that  way. 

Now,*  I  tliink  I  have  taken  up  too  much  of  the  time  of  the  com- 
mittee, but  I  want  to  appeal  to  this  committee,  and  through  them  to 
Congi'ess,  to  give  to  our  people  a  stabilized  and  just  policy  in  the 
development  of  our  public  resources.  I  think  you  can  do  that.  It  is 
not  for  me  to  suggest  the  details,  but  I  think,  gentlemen,  that  it  is 
up  to  this  Congress  to  be  morally  right;  I  think  it  is  up  to  this 
Congress  to  say  that  the  Government  of  the  United  States  will  in  all 

foooT  faith  keep  its  contracts,  and  particularly  that  we  will  deal  as 
airly  with  our  citizens  as  they  ought  to  be  compelled  to  deal  among 
themselves. 
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Mr.  Taylor.  Does  any  member  of  the  committee  desire  to  ask 
Judge  Scott  any  questions? 

Mr.  Church.  I  want  to  ask  the  judge  one  question. 

Judge,  in  your  opinion,  do  you  not  think  that  the  withdrawal  of 
the  oil  lands  of  this  country  has  really  stimulated  monopoly  in  that 
it  has  enhanced  the  value  of  the  land  and  the  oil  of  the  Standard 
Oil  and  the  other  great  companies  that  already  had  the  cream  of 
the  country  ? 

Mr.  Scott.  Do  I  think  that  the  withdrawal  has  stimulated 
monopoly? 

Mr.  Church.  Yes. 

Mr.  Scott.  I  do. 

Mr.  Church.  Now,  don't  you  think  that  a  leasing  bill  of  any  kind 
wherein  the  remaining  fragments  of  the  Government  domain  are 
leased  to  individuals,  they  not  being  permitted  to  even  own  their  land 
and  also  are  obliged  to  pay  a  royalty  which  the  other  fellows  have 
not  paid,  and  then  on  this  receive  a  handful  of  land,  whereas  the 
people  who  came  on  first  got  all  they  could  throw  their  arms  around — 
don't  you  think  that  a  leasing  bill  itself  now,  under  the  existing  cir- 
cumstances, will  enhance  the  value  of  the  oil  and  the  land,  and  really 
play  into  the  hands  of  the  big  fellow  who  went  on  before  and  got  the 
cream  of  the  countrv  ? 

Mr.  Scott.  No  ;  I  do  not.  My  notion  of  a  leasing  bill  is  that  it  ought 
to  be  for  a  certain  number  of  years,  in  the  first  instance,  with  the 
right,  by  a  full  compliance  with  the  law,  to  continue  renewals  indefi- 
nitely, so  long  as  they  make  the  production ;  and  when  they  abandon 
it,  let  somebody  else  try  it  if  they  think  there  is  something  there. 

Now,  I  think — I  personally  think — ^that  if  that  policy  had  been  fol- 
lowed in  the  early  days  of  the  country,  there  are  a  world  of  metallifer- 
ous mining  lands  that  might  be  operated  to-day.  The  result  is  that  it 
has  gone  into  private  ownership.  The  owners  as  a  rule  do  not  develop 
it  themselves,  and  nobody  else  is  permitted  to  develop  it ;  while  on  the 
other  hand  if  you  say  to  me,  "  You  can  have  this  particular  tract  of 
land  under  certain  rules  that  I  prescribe,  and  you  go  ahead  and  com- 
mence to  mine  gold  or  silver  or  copper ;  so  long  as  you  continue  to  do 
that  you  may  have  these  lands,  but  when  you  quit,  let  some  other 
fellow  come  in  and  do  it,  and  let's  keep  this  business  working  all  the 
time  if  we  can  " — that  is  my  theory  of  it. 

Mr.  Church.  But,  Judge,  how  could  a  man,  to  use  a  homely  illus- 
tration, pitch  dirt  as  far  with  a  short-handled  shovel  as  he  could  with 
a  long  one?  How  can  a  fellow  who  has  to  pay  royalty  and  only  has  a 
handiul  of  land  and  don't  own  his  land — how  can  he  compete  with  the 
fellow  who  owns  his  land  and  pays  no  royalty,  and  really  has  had 
all  the  land  he  wants  and  had  the  pick  of  it? 

Mr.  Scorr.  I  don't  know,  if  it  is  a  profitable  industry,  why  a  man 
can't  pay  a  royalty.  I  don't  know  why  he  can't  pay  it  to  the  Govern- 
ment as  well  as  he  could  pay  it  to  an  individual — ^and  that  is  the 
custom  in  mining  countries  to  pay  royalty.  But  take  it  up  in  our 
Cripple  Creek  district — and  by  the  way  I  am  a  citizen  of  Cripple 
Creek — for  privately  owned  lands  they  want  up  there  from  20,  30, 
to  50  per  cent  royalty.  That  doesn't  give  a  man  a  fair  chance.  If  the 
Government  would  fix  a  reasonable  royalty,  appropriate  to  the  par- 
ticular district,  to  the  particular  character  of  the  product,  why,  I 
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can  not  see  any  objection.  I  think  that  is  one  thing  in  the  policy  of 
this  Government — ^I  don't  think  you  ought  to  undertake  to  exact  an 
unreasonable  royalty.  We  ought  to  determine  from  the  experience 
in  the  production  of  the  product  in  the  past  what  is  reasonable,  and 
then  let  them  have  a  reasonable  royalty. 

Mr.  Church.  Well,  Judge,  I  am  not  expressing  the  view  as  against 
paying  a  royalty,  but  my  point  is,  can  a  man  who  pays  a  royalty  com- 

Eete  with  a  fellow  who  does  not  pay  a  royalty,  and  therefore  does  not  a 
ill  which  exacts  a  royalty  simply  lessen  the  possibility  of  competition 
with  the  big  holders  who  already  are  operating  without  paying  a 
royalty  ? 

Mr.  Scott.  Well,  I  think  that  in  some  respects  you  are  right  in  that 
proposition.  Of  course,  if  you  own  a  tract  of  land  equal  in  all  re- 
spects to  the  tract  of  land  that  I  lease,  and  you  do  not  have  to  pay 
the  royalty  and  I  do,  very  naturally  I  can  not  make  the  profit  that 
you  can.  That  is  true.  But  the  prospector,  the  poor  man,  doesn't  own 
his  land ;  he  can't  own  it.  He  ought  to  have  a  chance ;  and  if  he  can't 
make  a  big  profit,  he  ought  to  be  permitted  to  make  a  reasonable 
profit. 

Mr.  Church.  I  agree  with  you  fully  on  that. 

Mr.  Taylor.  Judge  Scott,  the  ultraconservation  enthusiasts  con- 
stantly refer  to  anybody  that  goes  out  and  tries  to  locate  a^id  de- 
velop any  part  of  the  otherwise  worthless  public  domain  in  the  way 
of  oil  as  a  "speculator,"  and  they  ring  the  changes  on  that  word 
"speculator"  all  the  time,  as  if  it  were  some  semicriminal  offense 
for  a  person  to  comply  with  the  placer  law  or  to  try  to  better  his 
condition.  As  a  matter  of  fact,  isn't  the  homesteader  who  goes  out 
and  bets  $16.50  and  10  years  of  his  life  and  a  world  of  hard  work 
and  privations  against  the  Government  that  he  can  reclaim  and 
make  a  living  on  160  acres  of  barren  land  that  has  been  worthless  for 
a  million  years — isn't  he  a  "  speculator"  in  the  same  sense  that  he  i.^ 
trying  strictly  in  compliance  with  the  Federal  law  to  better  his  con- 
dition? He  is  trying  to  improve  some  of  the  Government  property 
that  has  lain  utterly  idle  and  dormant  for  many  millions  of  yeai'^ 
before  that.  Isn't  the  instinct  of  human  nature  to  develop  tln> 
country,  improve  the  State  and  the  community,  and  at  the  same  time 
better  one's  condition  perfectly  natural  and  commendable  and  jnst 
as  honest  in  developing  the  oil  resources  of  the  West — or  trying  to- 
ns it  is  to  work  and  spend  money  in  any  other  legitimate  enterprist^f 

Mr.  Scott.  Yes.  I  was  at  once  time  down  in  Kansas  receiver  of  a 
Government  land  office  whore  in  a  verv  short  time  there  were  manv 
thousands  of  entries  made.  I  remained  there  until  the  abandonment 
of  final  proof,  and  I  saw  practically  all  that  territory  swept  away 
and  the  failure  of  the  homesteaders  out  there.  It  is  precisely  the 
same  instinct — the  man  who  goes  out  and  speculates  on  whether  or 
not  he  can  make  a  home  on  the  public  domain,  or  as  to  the  man  wlu) 
goes  out  into  oil  territory  and  takes  a  chance  on  making  some  money 
with  which  to  buy  a  home.     It  is  all  the  same  thing. 

I  think  there  are  too  many  people  who  are  not  familiar  with  con- 
ditions in  this  country ;  who  do  not  realize  the  great  difficulty  in  dis- 
covering and  developing  these  metals  and  oils.  And  if  our  prospector 
is  a  speculator,  and  if  these  ultraconservationists  so  denominate  him, 
what  will  the  conservationist  say  as  to  the  Government's  attempt  ( 
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Won't  it  have  to  speculate  just  the  same?  And  won't  you  spend  the 
people's  money  that  you  have  taken  by  taxation  for  this  very  purpose 
of  speculation?  In  other  words,  you  will  compel  the  citizenship  of 
the  country  to  engage  in  speculation.  The  prospector  speculates  of 
his  own  desire  and  on  his  own  account.  He  is  not  coerced  into 
speculation. 

Mr.  Tayloh.  You  spoke,  Judge,  a  few  moments  ago  about  the 
fac^— which  all  of  us  in  the  Western  States  know — ^that  the  old-time 
mining  prospector  has  practically  become  a  thing  of  the  past.  Is  or 
is  it  not  true  that  one  of  the  very  great  and  principal  causes  that 
has  brought  about  the  disappearance  of  the  prospector  from  the 
Western  States,  the  mining  States,  is  the  fact  that  there  are  some- 
think  like  175  or  185  million  acres  of  the  public  domain  in  the 
Western  States  that  is  withdrawn  from  entry  and  put  in  forest 
reserves  to-day,  and  the  regulations  are  so  strict  regarding  the 
prospector  and  regarding  anyone  who  goes  upon  the  forest  reserves 
that  they  have  discouraged  and  practically  driven  out  the  prospector 
from  trying  to  find  or  develop  minerals  upon  the  forest  reserves; 
and  for  that  reason  no  new  mines,  new  Cripple  Creeks,  new  Creedes, 
or  new  Leadvilles  are  being  discovered  any  place  in  the  West,  and 
haven't  been  since  this  ultraconservation-forest-reserve  policy  has 
been  inflicted  upon  the  Western  States?  For  that  reason  new  min- 
ing development  is  practically  at  a  standtsill  in  the  West  to-day  ? 

Mr.  ScoTT.  Yes ;  I  think  that  is  common  knowledge  with  all  of  us 
who  are  familiar  with  the  situation. 

Now,  as  I  said  in  the  opening  of  my  remarks  here,  I  am  for  con- 
servation. The  development  of  these  minerals,  metals,  and  oils  does 
not  interfere  with  the  surface.  If  you  want  to  conserve  the  timber 
on  there,  well  and  good.  If  you  want  to  conserve  the  water  in  the 
streams,  well  and  good.  You  can  have  all  of  the  surface  conserva- 
tion, and  you  can  just  as  well  adopt  a  liberal  policy  and  let  them  take 
the  minerals  and  the  oils  both  for  the  benefit  of  themselves  and  the 
Government.  Now,  you  gentlemen  who  do  not  live  in  that  country 
have  no  idea  of  the  abuses  in  administration  that  have  arisen.  I  am 
not  here,  of  course,  to  go  into  any  detail,  but  the  result,  the  effect  of 
it  is  that  they  have  a  lot  of  range  riders  out  there  who  exercise  police 
authority  and  so  annoy  and  so  abuse,  if  you  please,  the  man  who 
undertakes  to  go  in  and  develop  a  mineral  tract  or  an  oil  tract  until 
they  have  simply  had  to  give  it  up  and  quit.  Why,  in  Colorado  25 
years  ago  our  mountains  were  covered  with  men  going  out  every 
summer,  investigating,  prospecting.  That  kind  of  work  by  Mr. 
Stratton  and  others  is  wnat  brought  about  the  great  Cripple  Creek 
district.  Mr.  Stratton  worked  as  a  carpenter  in  the  winters,  as  I 
understand,  and  he  spent  his  summer  months  prospecting,  going  out 
and  digging  over  the  hills  with  others  like  him,  and  together  they 
produced  this  district  and  every  other  mining  district  in  Colorado. 
And  since  the  Government  has  seen  fit  to  deny  this  right,  the  pros- 
pector is  eliminated.^  He  no  longer  exists,  an^  we  have  no  right  to 
expect  that  there  will  be  a  new  mineral  district  discovered  m  our 
State  or  in  any  of  yours. 

Mr.  Tatlor.  Because  of  the  fact  that  these  forest  reserves,  gener- 
ally speaking,  in  the  higher  altitudes,  and  cover  the  territory  that 
contains  the  metalliferous  minerals? 
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Mr.  Scott.  Yes.  I  have  no  objection  to  forest  reserves,  the  con- 
servation of  the  timber  and  all  that  kind  of  thing,  but  the  man  who 
seeks  the  product  beneath  the  surface  that  must  be  done  by  patient 
investigation  and  discovery,  ought  to  be  permitted  to  take  it  out  under 
a  fair  privilege  of  development. 

Mr.  Taylor.  It  has  been  stated  here  that  this  bill  will  automati- 
cally and  ipso  facto,  work  as  a  withdrawal  of  all  the  300,000,000  acres 
or  more  of  public  domain  in  the  Western  States,  outside  of  Alaska, 
and  put  it  under  the  leasing  plan,  so  far  as  oil  is  concerned.  Now,  if 
that  may  operate  on  the  oil  development  the  same  as  the  forest  re- 
serves operate  on  mining  development,  is  it  not  of  the  utmost  im- 
portance that  the  provisions  of  this  measure  should  be  very  definite 
and  specific  as  to  the  rights  of  the  people  so  that  no  autocratic  local 
Federal  representative  can  entirely  retard  the  development  of  our 
western  country  in  the  way  of  oil  production? 

Mr.  Scott,  i  es ;  and  our  appeal  from  the  West  is  to  Congress,  and 
to  Congress  for  reasonable  details.  We  do  not  feel  that  we  ought  to 
be  left  in  this  state  of  uncertainty.  We  do  not  feel  that  a  President, 
if  you  please,  even,  or  a  Secretary  of  the  Interior,  or  a  member  of  one 
of  these  bureaus  should  be  left  to  construe  what  the  view  of  Congres 
was.  We  want  it  explicit.  They  do  that,  and  they  become  autocratic 
and  bureaucratic.  They  undertake  to  deny  all  constructions  that 
have  been  placed  by  courts  and  it  leaves  the  prospector,  the  investi- 
gator— ^it  leaves  him  absolutely  without  any  reliable  promise  as  to 
what  he  can  do  or  what  he  will  do.  It  is  just  as  I  said  in  these  other 
cases,  after  these  men  have  gone  along  under  the  promise  of  the  Gov- 
ernment, under  a  contract  with  the  Government,  a  bureau  comes  along 
and  construes  the  laws  differently  from  the  courts  and  says,  "you 
can  not  have  that."  And  I  think  that  Congress  ought  to  gq  quite 
fully — at  least  sufficiently  into  detail  to  protect  not  only  the  Govern- 
ment but  the  men  with  whom  the  Government  deals. 

Mr.  Taylor.  Are  there  any  further  questions,  gentlemen?  I  think 
that  is  all.  Judge  Scott.  I  am  sure  the  committee  all  appreciate  your 
coming  and  appearing  before  us.  Without  objection  we  will  ad- 
journ until  10  o'clock  to-morrow  morning. 

(Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until  10 
o'clock  a.  m.,  Saturday,  February  23, 1918.) 


Committee  on  the  Public  Lands, 

House  of  Representati\'es, 
Saturday^  February  2S^  1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

Mr.  jRaker.  We  will  be  glad  to  hear  from  Mr.  Sulzer,  the  dele^te 
from  Alaska. 

STATEUENT  OF  HON.  CHAaiES  A.  SXTLZEB,  DELEGATE 

FBOU  ALASKA 

Mr.  Sulzer.  Mr.  Chairman  and  gentlemen  of  the  committee^  the 
people  of  Alaska  are  very  deeply  concerned  regarding  this  legis- 
lation. 


OIL  LEASING  LANDS.  731 

In  order  to  present  our  Alaskan  situation  to  you  in  as  concise  a 
manner  as  possible,  I  would  like  to  read  the  list  of  the  products 
shipped  from  Alaska  during  the  last  year,  as  contained  in  the  an- 
nual report  of  the  collector  of  customs  for  Alaska. 

It  consists  of  antimony  ore  and  copper  ore  to  the  value  of 
$275435000 ;  fish,  fresh,  dried,  cured,  pickled,  canned ;  clams,  shrimp, 
and  other  iish.  to  the  total  of  375,000,000  pounds,  given  in  the  cus- 
toms report  as  having  a  total  value  of  $45,049,056;  But  that  does  not 
express  the  total  value  for  the  reason  that  there  was  a  large  amount 
of  fish  produced  last  year  that  was  not  shipped  out  of  the  Terri- 
tory, and  this  is  simply  a  record  of  the  products  that  were  shipped 
out. 

The  Pacific  Fisherman,  which  is  the  leading  authority  on  Pacific 
fisheries,  states  that  the  salmon  pack  of  Alaska  during  the  year 
1917  amounted  to  a  value  of  $51,000,000.  The  remaining  list  of  prod- 
ucts on  this  list  are  fish  fertilizer,  fish  and  whale  oil,  gypsum,  lead 
ore,  lead  bullion,  tin  ore,  turnips,  tungsten  ore,  reindeer  meat,  gold, 
and  silver. 

Now,  Mr.  Chairman,  it  seems  to  us  that  all  of  these  products  are 
of  essential  and  vital  importance  to  the  Nation,  at  this  time  par- 
ticularly. The  products  from  Alaska  are  largely  vital  necessities. 
They  consist  principally  of  foodstuffs  from  the  sea  and  minerals 
from  the  land.  The  collector  of  customs  states  that  during  the  past 
year  the  sea  products  were  nearly  $3,000,000  in  excess  of  the  land 
products. 

The  industries  of  Alaska  are  dependent  upon  an  adequate  supply 
of  fuel,  as  they  are  throughout  the  country. 

The  developments  in  Alaska  are  along  the  most  modem  lines. 
We  use  the  most  modem  and  up-to-date  machinery  in  all  of  our 
activities.  In  the  mining  field  we  have  a  great  many  dredging  oper- 
ations and  some  of  the  largest  and  most  modem  dredges  in  the 
world  are  operated  in  that  country. 

They  are  dependent  upon  an  adequate  supply  of  oil. 

Throughout  the  quartz  mining  regions  the  methods  are  the  most 
improved  and  the  installations  of  equipment  and  machinery  are  the 
most  modem.  A  great  deal  of  the  machinery  employed  in  mining 
in  Alaska  was  adapted  to  fit  the  peculiar  requirements  found  there, 
and  mining  men  in  Alaska  have  set  the  pace  and  are  acknowledged, 
among  the  leading  experts  of  the  world,  and  their  installations  are 
the  last  word  in  mining  methods  and  equipment.  These  mills  are 
dependent  upon  fuel.  We  also  have  there  a  considerable  logging  in- 
dustry and  are  producing  at  this  time  a  large  amount  of  spruce  for 
the  manufacture  of  our  aeroplanes,  and  we  have  some  of  the  finest 
spruce  in  the  country  along  the  coast  of  Alaska.  That  industry  is 
also  dependent  to  a  considerable  extent  upon  fuel. 

The  fishing  industry  is  entirely  dependent  upon  the  supply  of 
oil. 

We  have  a  coast  line  of  26,000  miles,  and  the  fisheries  are  scat- 
tered along  nearly  all  of  that  coast  until  you  get  well  up  into  Bering 
Sea. 

The  canneries  are  largely  located  in  isolated  places,  as  a  rule, 
away  from  the  centers  of  population,  and  they  obtain  their  fish 
from  a  large  radius.  The  fish  run  at  different  times  in  different 
localities,  and  it  is  necessary  to  keep  the  canneries  running  all  the 
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time  in  order  to  make  them  a  profitable  industry,  and  so  they  have 
developed  a  very  high-class  fishing  fleet.  I  suppose  some  of  tht 
finest  gasoline  fishing  boats  in  the  world  are  to  be  found  along  that 
coast,  and  there  are  thousands  of  them,  and  it  is  absolutely  nec«- 
sary  to  have  those  vessels  in  order  to  bring  the  fish  from  where  the} 
are  captured  to  where  they  are  prepared  and  canned.  So  that  our 
fishing  industry,  of  a  value  of  $55,000,000  now  per  annum,  is  abso 
lutely  dependent  upon  a  supply,  and  an  adequate  supply,  of  oil. 
The  business  could  not  be  conducted  if  that  supply  shoiim  be  cut 
off.  There  is  no  way  that  the  fish  can  be  handled  without  these 
innumerable  vessels. 

We  feel,  therefore,  that  the  development  of  these  products  which 
are  great  necessities  at  this  time  is  entirely  dependent  upon  a  supply 
of  fuel. 

Until  the  present  time  we  have  been  obtaining  our  fuel  from  all 
quarters  of  the  Pacific.  We  have  been  getting  our  oil  supplies 
largely  from  California,  and  we  have  been  getting  our  coal  supplies 
from  the  State  of  Washington,  from  British  Columbia,  from  Aus- 
tralia, Japan,  and  as  far  east  as  the  State  of  Wyoming.  I  cjin  give 
a  few  statistics  right  at  this  point  which  might  prove  of  value : 

The  petroleum  products  shipped  to  Alaska  during  the  year  1P16. 
which  is  the  last  year  for  winch  we  have  the  record,  amounted  t<> 
approximately  26,000,000  gallons  and  consisted  of  oil  used  for  fiiel. 
including  crude  oil,  gas  oil,  residuum,  etc.,  23,555,000  gallons;  gaso- 
line, including  all  lighter  products  of  distillation,  2,844,000  gallons: 
illuminating  oil,  732,000  gallons;  and  lubricating  oils,  373,000  g;\l 
Ions. 

That  was  the  amount  of  oil  shipped  into  Alaska  and  a  record  ma'l 
of  it  by  the  Customs  Service;  but  there  was  a  large  amount  of  oil 
consumed  in  the  Alaskan  industries  which  is  not  accounted  for  in 
that  way  by  reason  of  the  fact  that  many  of  the  gasoline  vessels  an* 
of  large  proportions  and  they  carry  most  of  their  oil  up  into  the 
country  to  last  them  until  they  return  to  one  of  the  Pacific  coast 
ports.  So  that  the  oil  that  is  used  in  their  work  is  not  accounted 
for  in  the  consumption  statistics. 

That  is  also  true  of  most  of  the  steamers  which  go  to  Alaska. 
They  are  largely  oil-burning  now,  but  they  obtain  their  supplies 
for  their  round  trip  upon  leaving  the  southern  port  in  the  States, 
and  that  is  not  included  in  the  figiires  of  the  amount  of  oil  shipped 

to  Alaska. 

The  coal  shipped  to  Alaska  from  the  years  1899  to  1906,  inclusive, 
is  as  follows:  Imported  from  the  States,  chiefly  bituminous  from 
the  State  of  Washington,  717,418  tons;  total  foreign  coal,  chiefly 
bituminous  from  British  Columbia,  1,124,195  short  tons.  There  is 
included  in  that  total  a  considerable  quantity  obtained  from  Japan 
and  Australia  and  the  State  of  Wyoming. 

Now,  Mr.  Chairman,  the  results  of  this  policy  are  that  we  in 
Alaska  are  only  enabled  to  exploit  the  richest  elements  of  our  re- 
sources; in  other  words,  we  are  only  enabled  to  skim  the  cream, 
because  our  costs  are  excessive,  and  the  resource  must  be  in  the 
nature  of  a  bonanza  in  order  to  enable  us  to  produce  it  at  a  cost 
that  will  enable  us  to  compete  with  operations  where  the  cost?  ai^ 
more  moderate.  The  result  is  w-e  have  been  able  to  skim  the  cn^am 
only  and  take  the  richer  x>ortion. 
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If  we  had  an  adequate  supply  of  fuel  at  home,  it  would  greatly 
reduce  our  operating  costs  in  all  our  our  industries. 

The  fuel  supply  is  the  base  of  any  modern  industry,  and  if  that 
can  be  obtained  at  a  reasonable  cost  it  has  a  tendency  to  reduce  the 
price  of  all  supplies  and  operating  costs;  but  we  have  been  unable  to 
take  advantage  of  our  possibilities  of  reducing  costs. 

The  result  nas  been  that  instead  of  increasmg  our  production  and 
instead  of  increasing  our  population  the  opposite  has  been  the  case, 
and  we  are  losing  our  population. 

During  the  year  1917,  according  to  the  customs  figures,  which  I 
have  here,  there  were  approximately  5,000  more  people  who  left  the 
Territory  of  Alaska  than  who  entered  it,  and  while  the  figures  show 
that  our  production  has  a  greater  value  than  any  previous  year,  that 
is  due  almost  entirely  to  the  fact  that  the  articles  produced  have  a 
greater  value  than  they  previously  had.  There  has  not  been  much 
more  produced,  but  it  has  had  a  larger  value,  and  therefore  the  fig- 
ures show  a  greater  return. 

In  order  to  take  advantage  of  our  resources,  in  order  to  make  them 
available  for  the  Nation,  particularly  in  these  times  of  emergency; 
in  order  to  get  an  adequate  population  up  into  that  country,  it  is  nec- 
essai*^  that  we  be  enabled  to  utilize  our  supplies  of  fuel,  and  up  until 
this  time  that  has  been  absohitely  impossible  and  we  have  not  been 
able  to  do  it. 

Now,  we  feel  that  this  problem  is  not  only  of  importance  and  value 
to  Alaska  and  to  the  people  of  Alaska,  but  we  know  that  it  is  of 
great  importance  to  the  people  of  the  Pacific  coast,  and  we  feel  that 
it  is  of  great  importance  to  the  people  of  the  whole  country. 

Things  are  moving  very  fast  in  the  world,  and  we  do  not  know 
what  the  future  holds  in  store.  We  feel  that  the  resources  of  Alaska 
should  be  placed  in  such  a  position  that  the  Nation  can  depend  upon 
having  them  available  and  can  obtain  them  in  times  of  stress  when 
they  are  needed.  We  feel  that  they  are  very  greatly  needed  for  the 
safety  and  the  protection  of  the  Pacific  coast,  not  only  for  the  devel- 
opment of  the  industries  of  the  Pacific  coast  but  for  the  protection 
of  the  Government  in  furnishing  an  adequate  supply  of  luel  to  the 
Navv.  The  Navy  on  the  Pacific  coast  at  the  present  time  is  largely 
receiving  its  fuel  supplies  from  the  Atlantic  coast.  We  feel  that  it 
is  II  great  loss  in  money,  in  time,  and  in  rolling  stock  of  the  railroads 
to  transport  fuel  across  the  country. 

These  resources,  Mr.  Chairman,  can  not  be  made  available  at  once. 
It  is  a  question  of  a  considerable  period  of  time  to  exploit  them,  to 
determine  where  and  what  they  are,  and  how  they  can  be  utilized, 
and  liberal  laws  should  be  enacted  at  the  earliest  possible  time,  in 
our  judgment,  so  that  these  resources  will  be  available  when  they  are 
needed. 

We  had  some  development  in  certain  of  our  oil  fields  and  matters 
were  progressing,  and  it  looked  as  though  we  would  obtain  a  supply 
of  oil  that  would  at  least  supply  our  own  needs,  when,  on  November 
3,  1910,  there  was  an  Executive  proclamation  issued  withdrawing 
all  oil  lands  in  Alaska.    I  would  like  to  read  that  order  : 

Tt  is  hereby  ordereil  that  all  of  the  public  lands  and  lands  in  national  forests 
in   the  District  of  Alaska  containing  T>etroleani  deposits  be.  and  the  same  are 
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hereby,  withdrawn  from  settlement,  location,  sale,  or  «itry  and  reserved  for 
dassiflcatton  and  in  aid  of  legislation  affecting  the  use  and  disposal  of  petro- 
leum lauds  belonging  to  the  United  States. 

Mr.  Chukch.  What  is  the  date  of  that? 

Mr.  SuLZER.  November  3,  1910.  That  practically  stopped  all  oil 
development  or  exploitation  in  the  Territory. 

Mr.  SiNKOTT.  What  had  been  the  extent  of  the  exploration  up  to 
that  time? 

Mr.  SuLZER.  Well,  there  had  been  some  slight  exploration  in  two  of 
our  oil  fields  and  there  had  been  one  claim  patented  in  the  Katalla 
field,  and  that  is  the  onlv  claim  that  is  paten^ted  now,  and  the  onijf 
part  of  Alaska  that  is  producing  any  oil.  That  one  claim  is  pro- 
ducing about  30  barrels  of  oil  a  day. 

Mr.  Lenroot.  Is  there  any  oil  being  produced  on  public  land  at  all 
now? 

Mr.  SuL2£R.  No,  sir. 

Mr.  Lenroot.  I  thought  there  was. 

Mr.  Sui/ZER.  No,  sir;  just  from  this  one  patented  claim.  All  the 
oil  lands  of  Alaska  are  withdrawn  under  this  Executive  order. 

Mr.  Lenroot.  Then  there  are  no  claims  in  Alaska  for  relief? 

Mr.  SuLZER.  Oh,  yes;  there  are  some  relief  claims  there.  About  a 
million  dollars  has  been  expended  in  development. 

Mr.  Lenroot.  But  not  for  producers? 

Mr.  SuLZER.  I  do  not  think  they  are  producing  any  oil  on  any  of 
those  claims. 

Mr.  Raker.  What  suggestion  have  you  to  make,  Mr.  Sulzer,  in  re- 
gard to  the  legislation,  after  having  answered  Mr.  Lenroot's  ques- 
tion that  there  are  no  oil  wells  upon  which  there  is  any  production 
now  ?  What  is  your  suggestion  as  to  what  should  be  incorporated  iji 
this  bill  relative  to  the  oil  lands  of  Alaska,  those  that  have  filed 
claims,  or  the  public  domain  that  has  not  been  used  or  developed  i 
Have  you  any  suggestion  to  make  as  to  what  your  people  ought  to 
have  in  this  bill? 

Mr.  SuLZER.  Well,  Mr.  Chairman,  we  feel  that  Alaska,  owing  to 
her  rather  exceptional  condition,  should  have  a  little  more  lil^ral 
treatment  than  the  rest  of  the  country. 

Mr.  Raker.  Well,  what  is  your  suggestion  as  to  their  treatment? 

Mr.  StJLZER.  We  feel  that  the  area  should  be  larger,  and  we  feel 
that  we  should  have  a  considerable  longer  time  to  comply  with  the 
various  requirements,  and  we  feel  we  should  be  subject  to  a  less 
royalty. 

Mr.  Raker.  From  your  observations  and  knowledge  what  is  your 
idea  as  to  what  the  area  should  be  on  the  prospecting  permit  and  on 
the  final  patent  or  leases,  as  the  case  might  be? 

Mr.  SuLZER.  There  are  some  gentlemen  here  who  will  follow  me 
who  are  more  thoroughly  informed  in  regard  to  the  experiences  of  the 
oil  people  there  than  myself.  I  have  never  been  connected  with  the 
oil  busmess  and  possibly  they  could  take  up  that  subject  and  discuss 
it  to  better  advantage  than  myself. 

Mr.  Raker.  What  is  your  theory  as  to  the  time  for  development 
that  they  should  have  in  Alaska  ? 

Mr.  ^ULZER.  We  think  the  provisions  in  the  House  bill  are  Ttrj 
satisfactory  in  that  regard. 

Mr.  Raker.  Now,  what  as  to  royalty  t 
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Mr.  SiTLZES.  We  think  the  Senate  bill  is  too  restrictive. 

Mr.  Raker.  You  think  the  House  bill  as  to  time  of  development  is 
all  right  so  far  as  Alaska  is  concerned,  if  it  is  made  applicable  to 
Alaska? 

Mr.  SuLZER.  Yes,  sir. 

Mr.  Eaker.  Now,  what  as  to  the  royalty  in  oil  for  Alaska? 

Mr,  SuLZER.  We  think  one-tenth  should  be  the  maximum. 

Mr.  Raker.  With  no  discretion? 
^  Mr.  SuLZER.  1  think  possibly  it  would  be  well  to  have  some  discre- 
tion in  the  matter.  There  are  some  isolated  places  in  Alaska  up  in 
tlie  Nome  Peninsula  and  through  the  interior  where  thev  may  de- 
velop oil  that  would  need  more  liberal  treatment  than  otiicr  j^laces. 
Tt  would  bb  well  to  make  it  discretionary,  depending  upon  the  situa- 
tion in  the  different  localities,  but  I  think  one-tenth  should  be  the 
maximum  in  any  case,  because  that  is  all  I  believe  the  production 
there  can  stand. 

Regarding  the  area,  we  think  the  area  provided  in  the  House  bill 
is  not  sufficient.  We  think  it  should  be  at  least  as  much  as  that  pro- 
vided in  the  Senate  bill. 

Mr.  Church.  Have  you  prepared  any  amendment,  Mr.  Sulzer? 

Mr.  SuLZER.  Yes;  we  have  one  amendment,  one  relief  provision,  to 
suggest.  In  that  connection  I  would  like  to  make  a  comparison  here 
which  is  set  forth  in  a  pamphlet  published  by  the  Alaska  Bureau  of 
the  Seattle  Chamber  of  Commerce  between  the  British  Columbia 
law  on  the  subject  of  oil  and  that  which  it  is  sought  to  have  apply  to 
Alaska. 

Mr.  Baker.  That  is  in  reference  to  coal,  is  it  not  ? 

Mr.  Sulzer.  There  is  a  comparison  of  both,  Mr.  Chairman.  The 
British  Columbia  law  for  oil  provides  that  prospecting  licenses  are 
granted  for  640  acres  upon  payment  of  $100  and  expenditure  of  $50 
per  year,  which  can  be  extended  for  three  years  on  like  terms.  Any 
number  of  license  holders,  not  exceeding  10,  can  enter  into  a  part- 
nership and  group  their  claims,  and  the  $50  of  exploratory  work 
required  for  each  claim  can  be  done  on  any  one  of  the  claim  Si/ 
grouped.  So  that  they  are  practically  permitted  to  obtain  6,400 
acres  in  British  Columbia. 

Upon  the  discovery  of  petroleum  or  natural  gas,  lease  can  be 
obtained  for  a  term  of  five  years  at  an  annual  rental  of  15  cents  per 
acre  upon  a  satisfactory  showing  of  work  and  "the  lessee  shall  be 
entitled  to  purchase  said  lands,  including  the  coal,  petroleum,  and 
natural  gas  thereunder,  at  the  rate  of  $20  per  acre,  royalty  being 
reserved  to  the  Crown  of  2^  cents  per  barrel  for  all  petroleum 
recovered." 

Now,  the  conditions  in  British  Columbia  are  very  similar  to  those 
in  Alaska,  and  in  order  to  encourage  the  necessary  capital  to  come  to 
Alaska  and  develop  oil,  it  is  necessary  to  make  a  law  that  is  fairly 
liberal  or  investors  and  prospectors  will  not  go  to  Alaska,  when  they 
canjget  so  much  better  advantages  in  British  Columbia. 

Mr.  SiNKOTT.  Did  you  read  all  of  that  grouping  provision? 

Mr.  Sui-ZER.  I  think  so.  I  read  all  of  the  extract  I  have  here.  It 
provides  that  prospecting  licenses  granted  for  640  acres  may  be  com- 
bined into  a  partnership  of  10,  so  that  the  10  would  have  6,400  acres 
in  one  group. 
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Mr.  SiNNOiT.  I  wanted  to  see  whether  they  provided  that  work- 
could  be  done  on  one  claim  irrespective  of  whether  it  developed  the 
others. 

Mr.  SuLZER.  Yes ;  they  do  that. 

Mr.  Church.  He  read  that  the  first  time. 

Mr.  SuiiZER.  Now,  Mr.  Chairman,  to  return  to  this  withdrawal 
order,  you  will  notice  the  language  states  that  it  is  done  "  in  aid  of 
legislation  affecting  the  use  and  disposal  of  petroleum  lands  belong- 
ing to  the  United  States,"  and  it  seems  to  have  been  the  object  of 
that  order  to  obtain  adequate  legislation  which  would  enable  the 
development  of  these  oil  lands. 

Mr.  Raker.  How  nuicli  land  was  withdrawn  in  oil  reservations? 

Mr.  SuLZER.  Everything  in  Alaska  that  was  of  an  oil-bearing 
character  was  withdrawn. 

Mr.  Raker.  Approximately  how  many  acres? 

Mr.  SuLZEK.  We  estimate  it  as  about  1,000,000  acres.  But  there  is 
undoubtedly  a  great  part  of  Alaska  which  is  unlniown,  and  possibly 
there  are  large  areas  that  may  prove  to  be  oil-bearing  but  which  have 
not  yet  been  designated  as  such. 

Mr.  Church.  This  withdrawal  covei-s  all  the  oil  land  that  may 
be  discovered  or  that  may  be  shown  in  the  future? 

Mr.  SuLZER.  Absolutely  everything. 

Mr.  Mays.  If  a  prospector  should  discover  oil,  the  land  would  be 
automatically  withdrawn  ? 

Mr.  SuLZER.  Yes,  sir. 

Mr.  Raker.  Were  any  claims  being  prospected  or  worked  before 
the  withdrawal  was  made? 

Mr.  SxjLZER.  Yes,  sir:  there  were.  I  do  not  know  just  how  many 
claims  were  being  prospected  or  worked  on,  but  there  have  been  ap- 
proximately 50  claims  that  have  been  held  that  were  in  process  of 
development  previous  to  the  withdrawal.  They  have  been  held  by 
annual  assessment  work. 

Mr.  Raker.  Is  it  the  purpose  to  give  relief  to  those  men? 

Mr.  Sulzer.  Yes,  sir. 

Mr.  Raker.  No  legislation  of  any  kind  has  been  enacted  with 
reference  to  the  oil  lands  of  Alaska? 

Mr.  SuLzER.  No,  sir. 

Mr.  Raker.  Is  the  placer  law  not  applicable? 

Mr.  SuLZER.  No,  sir;  everything  has  been  withdrawn.  We  have 
been  waiting  since  1910  for  some  legislation  that  would  enable  us  to 
proceed  in  some  way  or  manner,  and  we  hope  that  eventually  there 
will  be  such  legislation  as  will  give  us  adequate  development,  so  that 
we  can  have  a  fuel  supply  there  for  our  own  industries,  so  that  it 
will  not  be  necessary  to  ini))ort  this  fuel  supply  from  a  great  distance 
at  great  expense. 

Mr.  Raker.  I  understand  that  you  and  your  associates  have  gone 
into  this  matter  and  are  prepared  to  present  to  the  committee  sug- 
gestions as  to  the  kind  and  character  of  legislation  that  you  think 
ought  to  he  enacted  for  the  purpose  of  developing  the  oil  lands  of 
Alaska? 

Mr.  Sulzer.  Yes,  sir. 

Now,  in  regard  to  the  oil  fields  of  Alaska,  I  would  like  to  read  a 
page  from  a  pamphlet  entitled  "Our  Mineral  Supplies,"  by  Dr. 
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Alfred  H.  Brooks,  the  same  being  United  States  Geological  Survey 
Bulletin  666-P,  prepared  last  year.    I  read  from  page  13 : 

Petroleum  has  been  found  In  four  Oistrlcta  along  the  Pacific  seaboard.  These 
are  the  Yakataga  field,  which  is  comparatively  inaccessible  on  account  of  the 
lack  of  a  harbor ;  the  Katalla  field,  which  is  the  only  one  that  is  producing  oil 
and  which  can  be  made  tributary  to  Controller  Bay  without  great  expense  for 
construction  and  witliout  great  loss  of  time,  or  can  be  reached  by  an  easily 
constructed  60-raile  branch  from  tlie  Copjier  River  Railroad;  the  Iniskiu  Bay 
field,  on  Cook  Inlet ;  and  the  Cold  Bay  field,  on  the  Alaska  Peninsula.  The  last 
two  are  tributary  to  harbors  that  are  free  of  ice  throughout  the  year. 

Drilling  has  not  been  sufliclent  in  the  partly  developed  field  at  Katalla  to 
determine  the  presence  of  any  considerable  pools.  The  rather  wide  distribu- 
tion of  seepages  and  the  results  of  the  drilling  of  some  25  holes  indicate  that 
oil  nii^ht  be  obtained  in  this  field  in  a  much  larger  quantity  than  that  now 
yielded  by  the  five  or  six  wells  that  are  being  pumped.  The  petroleum  from 
this  field,  like  that  from  other  Alaska  fields,  is  a  high-grade  refining  oil  with  a 
parafTln  base.  As  oil  of  this  grade  is  now  in  great  demand  for  the  manufacture 
of  ga.soline,  and  as  the  supply  under  war  conditions  may  not  meet  the  needs, 
every  encouragement  should  be  given  to  those  who  are  willing  to  spend  the 
money  necessary  for  the  drilling.  Unless  a  large  pool  is  struck  early  in  the 
operations,  which  is  not  believed  probable,  it  will  take  at  least  a  year  to  drill 
a  sufficient  number  of  holes  to  assure  any  considerable  production.  This  state- 
ment is  based  on  the  records  of  the  existing  wells.  The  producing  wells  are 
shallow  and  the  o:l  has  to  be  pumped.  To  meet  the  present  emergency  it  will 
probably  be  best  to  drill  a  large  number  of  shallow  wells  rather  than  to  attempt 
to  test  the  ultimate  possibilities  of  the  field  by  sinking  deep  holes.  The  above 
statement  of  conditions  and  possibilities  in  the  Katalla  field  probably  holds,  In 
general,  for  the  Iniskin  and  Cold  Bay  fields.  In  these  fields,  however,  there  has 
been  very  little  drilling  and  no  production.  The  geologic  structure  of  these 
fields,  so  far  as  known,  is  simpler  than  that  of  the  Katalla  field,  and  it  is 
therefore  easier  to  direct  operators  to  the  most  jirobable  locations  of  iM)ssible 
pools. 

The  Alaska  oil  lands  were  withdrawn  from  entry  in  1910.  A  small  area  of 
oil  land  has  been  patented  in  the  Katalla  field,  and  other  claims  are  still 
pending.  If  the  Alaska  oil  fields  are  to  be  regarded  as  a  i>ossible  source  for 
refining  oil  during  the  present  emergency,  immediate  acticm  should  be  taken  >f 
which  operators  can  obtain  freehold  or  leasehold  titles  to  sufiicient  areas  to 
justify  the  large  exi)enditures  necessary  for  drilling. 

In  addition  to  the  fields  mentioned  bv  Dr.  Brooks,  we  believe  that 
there  are  other  oil  fields  in  Alaska.  We  do  not  know  that,  but  we  do 
know  that  there  are  indications,  and  large  indications,  in  various 
parts  of  the  Territory.  We  do  not  know  much  about  those  fields. 
They  nmst  be  developed ;  they  must  be  drilled  and  demonstrated,  but 
our  information  is  that  there  are  oil  indications  away  up  on  the 
Seward  Peninsula  in  the  vicinity  of  Nome,  and  if  they  could  be  de- 
veloped they  would  be  of  great  value  in  the  production  of  the  pre- 
cious metals  up  in  that  section  of  the  country.  We  have  been  ad- 
vised that  there  are  oil  indications  throughout  the  Susitna  Valley, 
up  at  the  head  of  Cook  Inlet,  and. in  other  sections  of  the  Territory. 
But  those  fields  mentioned  by  Dr.  Brooks  are  the  only  ones  in  which 
the  necessary  proof  is  known.  I  might  state  that  Dr.  Brooks  has 
devoted  the  best  part  of  his  life  to  the  study  of  the  geologic  con- 
ditions of  Alaska,  and  he  is  thoroughly  familiar  with  the  conditions 
and  situations  there.  I  am  sure  that  he  can  take,  and  does  take,  a 
totally  disinterested  view  and  a  view  that  is  entirely  for  the  public 
welfare.  We  feel  that  he  has  expressed  the  situation  very  clearly 
and  concisely  in  this  little  pamphlet. 

In  regard  to  the  coal  situation,  I  quote  from  the  same  pamphlet  by 
Dr.  Brooks,  on  page  12 : 

It  is  public  policy  rather  than  any  reasonable  hope  of  even  moderate  private 
profit  that  calls  for  the  development  of  the  Alaska  coal  fields  on  a  large  scale. 
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The  reasons  for  the  present  urgent  need  of  developing  the  ccml  fields  are  as 
follows : 

1.  To  provide  fuel  for  the  Alaska  railways. 

2.  To  furnish  the  Alaska  railways  with  the  freight  without  which  they  can 
not  be  operated  save  at  a  loss. 

3.  To  furnish  cheap  fuel  for  the  Alaska  mines  and  towns  in  order  that  tbe 
production  of  other  necessities  may  be  encouraged. 

4.  To  furnish  bunker  coal  for  Alaska  steamers,  so  that  they  may  not  be  com- 
pelled to  use  cargo  space  In  carrying  fuel  for  the  return  voyage  (on  the  assump- 
tion that  other  demands  for  California  oil  will  be  so  great  that  the  Alaska 
steamers  can  advantageously  use  local  coal  rather  than  California  oil). 

5.  To  provide  coke  for  local  smelters,  so  that  cargo  space  may  be  saved  by 
shipping  metal  rather  than  ore  and  that  the  development  of  new  metalliferoos 
mines  may  be  encouraged. 

6.  To  provide  a  quickly  accessible  reserve  of  high-grade  fuel  for  tbe  Navy  or 
for  other  urgent  need. 

In  conclusion,  although  there  are  no  difficulties  (given  transportation  and  a 
market)  that  will  prevent  the  quick  development  of  the  few  small  mines  that 
can  supply  the  demands  that  can  be  foreseen  at  present,  the  opiening  of  the 
coal  fields  on  a  large  scale  is  quite  a  different  problem.  The  development  of 
a  large  coal  mine  requires  considerable  time,  even  under  favorable  circuio- 
stances.  In  Alaska  it  Is  not  merely  n  simple  matter  of  expanding  the  workings 
to  a  ix)int  where  there  Is  room  for  enough  miners  to  produce  the  required  ton- 
nage. This  must  be  done,  but  first  there  must  be  a  slow  process  of  prospecting, 
drilling,  and  experimental  mining,  in  order  to  determine  where  the  coal  for  a 
large  mine  is  to  be  found  and  what  the  method  of  working  the  mine  is  to  be. 
These  problems  have  not  yet  been  solved  in  the  Alaska  coal  fields,  and  con- 
sequently there  is  no  assurance  that  a  large  tonnage  of  high-grade  coal  could  be 
quickly  obtalne<l  for  the  Navy  or  for  other  emergency  use.  This  condition  in 
the  writers*  opinion,  reiiulres  not  only  that  the  small  mines  which  can  sappl; 
the  present  demand  should  be  opened  at  once,  but  that  every  possible  encourage- 
ment shoulud  be  given  for  the  development  of  the  Alaska  coal  industry. 

Now,  gentlemen  of  the  committee,  our  industries  are  intimately 
associated  and  interlocked  together.  They  must  all  be  considered  as 
a  whole.  Otherwise,  we  can  not  pursue  economical  methods  in  oar 
development  of  the  resources  of  Alaska.  We  have  no  smelters  in 
Alaska  at  the  present  time,  although  there  is  a  large  iBeld  there  for 
smelters.  All  the  ores  that  are  produced  in  Alaska  must  be  shipped 
out  of  the  Territory  and  sliipped  a  considerable  distance.  That  re- 
quires a  large  additional  expense  and  takes  up  steamer  capacity.  We 
feel  that  with  adequate  fuel  resources  made  available  we  would  have 
a  development  of  smelters,  and  we  could  conduct  that  portion  of  our 
mining  operations  right  in  the  Territory.  The  same  thing  is  true  in 
regard  to  the  fisheries.  If  the  oil  could  be  obtained  there,  it  would 
be  supplied  more  economically,  and  it  would  save  steamer  space  in 
transporting  the  oil  from  the  California  fields.  Then  it  would  assure 
us  of  the  continued  production  of  food  fish,  whereas  the  conditions 
are  such  now  that  there  is  a  possibility  that  we  might  not  be  able  to 
obtain  this  oil  supply  from  California,  and  if  we  should  not  be  able 
to  do  so.  then  our  fisheries  must  suffer. 

Now,  Mr.  Chairman  and  gentlemen,  there  are  some  gentlemen  here 
who  are  thoroughly  experienced  with  our  oil  situation,  and  I  will  not 
take  up  any  more  of  your  time,  except  to  read  some  resolutions  that 
were  passed  by  the  pioneers  of  Alaska  on  this  subject. 

Mr.  Raker.  Are  those  the  same  resolutions  that  have  been  sent  to 
various  members  of  the  committee? 

Mr.  SuLZER.  I  do  not  know;  I  have  not  received  these  resolutions; 
but  I  just  obtained  them  from  a  newspaper.  I  do  not  imagine  that 
these  resolutions  have  been  sent  here. 
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Mr.  Kaker.  There  were  some  sent  here. 

Mr.  SuLzER.  These  resolutions  were  passed  by  the  Anchorage  Igloo 
of  Pioneers  of  Alaska. 

Mr.  Lenroot.  Is  it  a  long  paper? 

Mr.  SuLzER.  No,  sir;  just  about  one  column.  I  will  state  that  the 
Pioneers  of  Alaska  represent  some  4,000  men  who  went  to  Alaska 
previous  to  1900.  They  have  a  provision  in  their  constitution  which 
makes  any  one  arriving  in  Alaska  later  than  1900  ineligible  to  mem- 
bership. So  they  are  the  people  who  have  been  there  a  long  time. 
They  have  studied  the  needs  and  necessities  of  the  country  thor- 
oughly, and  I  am  sure  these  resolutions  represent  the  general  view  of 
the  people  in  Alaska. 

Mr.  Raker.  I  am  against  that  organization,  because  I  may  want  to 
go  to  Alaska  myself  some  day  and  would  like  to  be  eligible  to  mem- 
bership. I  suggest  that  Mr.  Sulzer  be  permitted  to  have  his  resolu- 
tion printed  in  the  record. 

(The  resolutions  referred  to  are  as  follows:) 

Whereas  our  beloved  country  is  en^np^ed  In  a  titanic  conflict  for  the  preserva- 
tion of  tlie  elemental  rights  of  humanity  against  a  ruthless  barbaric  and 
inhuman  foe;  and 

Whereas  the  inalienable  rights  of  people,  the  sovereignty  of  nations,  the  progress 
of  civilization,  and  the  peace  of  the  world  depend  upon  the  victorious  issue  of 
our  arms  in  this  war ;  and 

Whereas  Alaslca  is  a  political,  economic,  and  national  integral  part  of  the 
United  States  of  America,  having  the  same  interests,  sympathies,  and  aims  as 
the  several  Stntes  of  the  Union,  and  will  bear  her  part  of  the  burdens  and 
sacrifices  entailed  by  this  war;  and 

Whereas  Alaska  possesses  among  her  resources,  lying  dormant  and  undeveloped, 
almost  inexhaustible  stores  of  coal,  oil.  metals,  woods,  and  other  materials 
vital  to  the  prosecution  of  the  war,  and  for  the  want  of  which  the  final  victory 
is  now^  delayed  and  the  people  of  the  Nation  are  suffering:  Therefore  l>e  it 

Resolved  hy  Igloo  No.  15,  Pioneers  of  Alaska,  comprising  SOO  members,  in 
regular  meeting  assembled: 

VAST  ABEA8  OF  COAL. 

That  the  President,  the  Council  of  National  Defense,  and  the  Congress  of  the 
United  States  are  invite<l  to  take  cognizance  of  the  existence  in  Alaska  of  vast 
areas  of  coal  and  oil  deposits  of  the  very  highest  quality  lying  upon  and  con- 
tiguous to  the  coast  and  easily  accessible  from  well-known  harbors,  of  Innumer- 
able vast  deposits  of  copper  upon  the  coast  or  accessible  to  railroads  now  under 
contruction,  with  other  important  base  minerals  in  vast  amounts;  of  authenti- 
cally reported  deposits  of  platinum  of  great  extent  and  richness,  of  great  quan- 
tities of  timl>er  suitable  for  airplane  construction,  and  of  deposits  of  gold  and 
silver  ores  sufflclent  In  quantity  to  mint  the  money  of  the  world. 

That  the  Congress  of  the  United  States  is  aske<l  to  pass  immediately  such 
adequate,  beneficial,  and  remedial  legislation  as  will  unlock  the  great  reservoirs 
of  cheap  fuel — the  coal  and  oil — from  the  profound  sleep  of  the  ages  and  make 
theui  available  to  relieve  the  fuel  famine  in  the  United  States,  and  to  release 
fuel  for  shipment  from  our  Atlantic  seaboard  to  our  allies. 

ENCOURAGEMENT  IS  TJBGED. 

That  private  enterprise  be  given  sufllclent  encouragement  to  cause  the  imme- 
diate openhig  and  development  of  the  mines  of  coal  and  wells  of  oil  and  the 
production  of  coal  and  oil  for  export  from  Alaska  to  the  States  of  the  Pacific 
coast,  in  competition  with  domestic  or  Imported  products,  or  that  the  Govern- 
ment undertake  the  production  and  transportation  of  these  products  itself; 
provided  that  private  enterprises  should  be  so  regulated  as  to  prevent  monopoly 
and  extortion. 

That  the  Government  give  reasonable  assurance  and  needful  encouragement 
to  the  privately  owned  railroads  now  ready  to  be  extended  and  already  in 
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process  of  construction,  wlilch  will  move  these  products  to  the  seacaast,  when 
these  roads  are  completed,  and  that  the  Government  railroad  from  the  oceao 
terminal  of  Seward  and  Anchorage  be  pushed  to  completion  as  rapidly  a> 
possible  as  a  military  and  economic  necessity. 

COPPEB  ORE  IS  NEEDED. 

That  special  encouragement  be  given  to  the  mining  of  the  vast  deposit.*.  i»f 
copper  ore  in  Alaska,  and  the  production  of  the  baser  metals,  generally.  n'»t 
only  a  as  military  necessity  but  as  a  means  of  helping  our  allies  in  the  ro^-ou- 
struction  of  the  devastated  area.«(  of  the  war  when  peace  comes;  such  ennmr- 
agement  to  be  by  the  establishment  of  reasonable  charges  for  trans^)rt:tti>'c 
by  private  individuals  or  coriwrations  over  lines  already  in  operation,  or  W'nz 
built,  or  by  taking  over  and  operating  said  lines,  and  by  the  construction  uvA 
operation  of  new  lines  into  districts  now  without  transportation. 

That  the  increased  production  of  gold  and  silver  is  important  as  the  n):;''- 
rial  basis  for  supporting  the  tottering  credit  of  the  world  when  pea^  shall 
have  been  declared,  and  the  gold  and  silver  of  Alaska  should  help  rebuihl  tJe 
ruined  homes  of  France  nad  Belgium,  and  tlie  mining  of  the  precious  nietsls 
in  Alaska  should  receive  every  encouragement. 

That  the  climatic  and  economic  conditions  in  Alaska  <1emand,  anil  the  rtNitni 
of  the  past  10  years  has  proven,  tliat  the  material  prosperity  of  Alaska  :inJ 
her  people  requires  that  all  of  the  liberal  and  beneficial  legislation  by  reii.^'O 
of  which  the  great  States  of  the  Middle  West  and  of  the  Pacific  coa.<5l  have 
been  transformed  from  a  wilderness,  must  be  extende<l  to  Alaska,  and  mH*V' 
still  more  liberal  and  beneficial,  and  that  spwial  restrictions,  embargoes,  rejser- 
vations,  exemptions,  withdrawals,  and  handicaps  of  all  kinds  must  be 
withdrawn. 

STATEMENT  OF  MB.  HENBT  B.  HABBIMAN. 

Mr.  Harriman.  Mr.  Chairman,  Miss  Rankin,  and  gentlemen.  I 
have  been  interested  in  the  development  of  Alaska  oil  lands  for  the 
last  15  years.  I  have  been  devoting  the  last  few  years  of  my  life 
quite  exclusively  to  an  endeavor  to  bring  that  development  about.  I 
represent  specifically  a  syndicate  of  about  40  members  who  are 
engaged  in  the  development  of  16  claims  in  the  Katalla  field,  and  I 
will  come  to  a  discussion  of  that  field  in  a  moment. 

The  claims  have  been  located  for  nearly  20  years,  and  they  h:ne 
been  held  without  any  contest  whatsoever.  The  syndicate  is  com- 
posed of  some  of  the  original  pioneers.  People  other  than  ^\Jaskaii> 
are  interested  in  it,  and  there  are  a  few  men  from  the  coast,  with 
their  friends. 

But  I  wish  to  speak  more  broadly  than  that,  however,  for  this 
reason,  that  in  the  past  15  years  I  have  become  familiar  with  the 
ambitions  and  plans  of  the  15  or  16  small  groups  of  pioneer  pn>^- 
pectors  engaged  in  our  field. 

The  chairman  of  the  committee  has  had  some  letters  froip  our 
field  which  indicate,  possibly,  better  than  I  can  express  the  condi- 
tions from  which  they  are  seeking  relief. 

In  addition  to  that,  last  spring,  immediately  after  the  war  started,  j 
the  man  at  the  head  of  the  council  of  defense  in  one  of  the  coast 
States  and  who  was  going  over  this  matter  with  me,  said  to  nie: 
"  Harriman,  if  you  want  to  do  your  bit  in  the  war,  you  and  your 
association  should  bend  every  energy  in  trying  to  get  out  some  oil 
in  Alaska.  We  have  got  to  have  the  salmon,  the  gold,  and  the 
copper ;  and  the  State  of  California  will  not  be  able  to  supply  yoii 
with  oil  very  shortly,  and  those  things  are  vital  in  the  winning  of 
the  war." 
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Mr.  Sulzer  has  covered  that  situation  fully.  Mr.  Timberlake  and 
Mr.  Tavfor  can  tell  the  committee  what  our  canned  sahnon  means  to 
the  boys  at  the  front ;  they  can  tell  jou  what  the  5^50,000  cases  of 
Alaska  salmon — the  quarter  of  a  billion  cans  of  salmon — mean  to  the 
men  at  the  front.  A  few  days  ago  a  man  who  had  just  returned 
from  a  long  time  at  the  front  was  telling  us  what  it  meant  to  the 
men  in  the  trenches  to  get  canned  Alaska  salmon.  The  only  other 
fish  they  get  there  is  a  canned  sardine  put  up  somewhere  on  the 
Mediterranean,  and  which  tastes  so  strong  of  garlic  that  it  is  not 
palatable  to  Americans. 

The  thought  that  Tve  had  in  coming  before  you  was  that  we 
should,  in  the  shortest  time  that  could  be  used,  transfer  to  the  minds 
of  the  committee,  by  means  of  some  photographs  and  by  reference 
to  the  map,  something  of  the  country  and  the  conditions  with  which 
the  committee  will  deal  in  legislating  for  the  Alaska  situation,  ad- 
dressing ourselves  particularly  to  the  points  that  you  have  said,  Mr. 
Chairman,  were  most  interesting  to  the  committee ;  that  is,  the  ques- 
lions  of  area,  roj^alty,  and  relie£ 

Now,  a  quarter  of  the  way  around  the  globe  from  where  we  are 
sitting  to-day  is  the  farthest  removed  fielcl  affected  by  this  legisla- 
tion. Judge  Finnegan  will  point  out  on  the  map  the  field  I  refer 
to,  which  is  a  quarter  of  the  way  around  the  ^lobe  from  where  we  are 
sitting,  lip  at  Point  Barrow.  At  this  point  they  have  recently 
(liscoverecf  large  seepages  of  oil  and  blow-outs  and  other  indications 
of  oil.  Those  discoveries,  of  course,  have  been  made  since  the  with- 
drawal order;  and  I  would  not  say  to  the  committee  that  anybody 
will  rush  up  there  upon  the  passage  of  this  bill  to  develop  oil  lan(& 
in  that  area,  although  it  is  very  promising.  Probably  only  100  days 
in  the  year  could  be  utilized  in  the  development  of  that  area.  I 
might  say,  however,  that  we  are  very  optimistic  about  this  legisla- 
tion. We  are  confident  it  will  be  broad  enough  to  cover  the  needs  of 
such  a  field  as  this. 

Let  me  say  that  if  the  committee  writes  a  satisfactory  bill  that 
will  permit  the  development  of  these  fields,  it  will  be  equally  for  the 
benefit  of  men  coming  from  constituencies  that  are  represented  here. 
I  know  of  no  one  in  Alaska  with  enough  money  to  tackle  that  field, 
but  somebody  will  come  from  the  States  to  develop  it.  The  com- 
mittee will  not  overlook  that  fact  in  considering  this  general  legis- 
latijon. 

Now,  dropping  down  to  Nome,  there  is  a  gentleman,  Mr.  Samuel 
Kean,  who  tells  us  that  in  sinking  two  drill  holas  less  than  200  feet 
in  depth  he  encountered  gas  and  some  oil  in  both.  It  loolts  en- 
couraging, and,  of  course,  the  production  of  oil  at  that  point  would 
be  very  valuable.  But  this  is  not  in  the  proven  oil  fields  of  Alaska 
that  Mr.  Sulzer  has  referred  to. 

The  Chaibman.  Have  geologists  corroborated  those  surface  indi- 
cations ? 

Mr.  Harriman.  Yes,  sir;  the  stat<*ments  that  I  am  making  have 
been  checked  up  with  the  Geological  Survey,  and  I  think  I  am  well 
inside  of  their  theory  of  the  situation. 

The  iSeld  at  Cooks  Inlet  is  a  field  that  has  been  carefully  gone  over 
by  the  Geological  Survey,  and  it  contains  about  125,000  acres. 
Some  development  was  done  there  before  the  withdrawal  order. 
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The  men  were  discouraged  by  that  order  and  the  development 
ceased. 

Judge  Finnegan  is  now  pointing  to  the  Douglas  River  field,  of 
which  we  know  less.  It  possibly  contains  125,000  acres.  It  has  a 
very  interesting  formation  and  it  looks  like  a  promising  oil  forma- 
tion. However,  the  bay  and  shore  over  which  we  must  pass  to  get 
to  it  is  full  of  reefs  and  the  water  is  shallow.  It  would  be  a  very 
difficult  place  at  which  to  land  heavy  machinery.  Therefore  large 
inducements  would  have  to  be  given  a  man  to  go  into  that  field- 
more  inducements,  perhaps,  than  would  be  required  in  many  other 
fields. 

Dropping  down  to  Cold  Bay,  we  have  probably  the  largest  poten- 
tial oil  field  in  Alaska.  It  will  be  years  before  its  full  extent  can  be 
determined. 

The  Chairman.  Is  there  any  production  in  any  of  the  fields  you 
have  mentioned? 

Mr.  Harriman.  There  has  been  no  production  in  any  of  the  fields 
so  far  as  I  have  gone. 

Where  Judge  Finnegan  is  now  pointing  is  Cold  Bay.  Here 
$50,000  or  more  was  spent  in  development  work.  It  is  a  field  that 
has  a  good  harbor,  free  from  ice.  But  that  field,  like  the  two  other 
fields  that  I  just  referred  to  as  known  potential  fields,  has  no  timber. 
The  men  had  to  carry  into  that  field  the  stakes  with  which  to  stake 
their  claims. 

They  live  in  dugouts,  and  the  way  they  warm  themselves  is  a  very 
interesting  thing.  There  are  large  seepages  in  that  field,  and  the 
oil,  having  a  paraffin  base,  as  it  spreads  cut  leaves  a  paraffin  re- 
siduum. They  gather  this  as  they  get  out  the  peat  in  the  old  coun- 
tries. That  has  been  used  in  keeping  the  men  warm  and  for  fuel  in 
drilling.  In  that  field  about  $50,000  was  spent  and  a  great  many 
claims  located. 

I  have  some  knowledge  of  the  situation  there,  and  I  knew  the 
man  who  was  leading  in  the  development.  ^  He  was  going  along  in 
a  very  orderly  way,  testing  and  drilling  his  claims.  He  quit  sud- 
denly. If  the  committee  will  pardon  a  little  ijersonal  history,  I  will 
say  that  he  came  out  to  get  some  supplies.  This  was  before  the  with- 
drawal. He  thought  that  it  would  be  a  good  time  to  visit  his  family. 
Some  little  altercation  or  dispute  arose  m  his  family,  and  his  good- 
wife  shot  him  as  full  of  holes  as  a  sieve.  He  got  better,  or  got  over 
it,  but  his  Alaska  enthusiasm  leaked  out,  so  that  the  man  who  was 
the  real  leader  in  that  development — r- 

The  Chairman  (interposing).  And  his  matrimonial  enthusiasm 
was  also  lost? 

Mr.  Harriman.  Yes,  sir.  However,  he  really  never  came  back, 
and  others  carried  on  the  development  work  as  best  they  could  for 
a  time.  There  is  a  little  group  who  carried  on  the  work  in  a  small 
way  up  there,  of  which  Judge  Finnigan  will  tell  you. 

t  might  say  at  this  point  that  about  the  time  we  were  beginning 
to  get  rosy  hopes  about  developing  oil  in  Alaska  there  came,  Jud^e 
Raker,  the  great  oil  development  in  California,  and  the  great  oil 
interest?  in  seeking  a  market  for  that  excess  product  came  as  faf 
north  as  Alaska.  They  began  to  put  oil  on  our  market,  upheld  by 
:.  benevolent  monopoly,  at  prices  that  were  so  low  that  we  could  not 
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expect  to  compete  against  them.  So  that  this  gentleman  who  had 
the  little  adventure  that  I  spoke  of,  told  me  that  he  had  begun  to 
fear  it  was  a  losing  business,  and  he  did  not  see  how  anyone  could 
come  out,  considering  the  cost  of  development  in  Alaska.  He  was 
wondering  if  he  had  not  tackled  a  losing  proposition. 

Going  farther  to  the  eastward  we  have  two  fields;  one  is  the 
Katalla  field  and  the  other  is  the  Yakataga.  They  extend  from  the 
mouth  of  the  Copper  River  over  to  Yakataga.  The  geologists  think 
that  those  fields  were  laid  down  at  the  same  time,  but  they  are  called 
two  separate  fields,  because  they  are  now  almost  entirely  separated 
by  a  glacier  that  has  crowded  down  betwen  the  two  ends  of  the  field. 

Mr.  Lenboot.  Would  you  call  that  the  same  geological  structure? 

Mr.  Habbiman.  That  is  a  point  that  we  have  thought  about  very 
seriously.  I  think  that  anyone  trying  to  put  teeth  mto  the  relief 
bill  could  take  the  position  that  that  was  all  one  field,  although  100 
miles  apart,  and  come  pretty  near  to  making  it  stick.  I  might  say, 
however,  that  Judge  Fmnegan  and  others  interested  in  Alaska  gave 
a  good  aeal  of  study  to  that.  We  were  engaged  in  a  study  of  that 
question,  and  all  the  authorities  that  we  could  get  and  all  the  diction- 
aries that  defined  "  fields  "  and  "  structures  "  we  were  puzzled  about 
it.  That  was  the  situation  until  we  submitted  it  to  the  Hon.  James 
F.  Callbreath,  the  secretary  of  the  American  Mining  Congress ;  and 
he  undertook  to  obtain  for  us  some  light  on  the  question.  He  prom- 
ised to  submit  it  to  some  authorities  of  international  reputation  who 
are  not  interested  in  this  legislation  in  a  personal  way.  I  might  say 
that  we  have  had  an  answer  from  that,  and  Mr.  Callbreath  has  had 
some  copies  made  of  it. 

That  may  afford  a  happy  solution  of  the  question. 

Answering  your  question,  Mr.  Lenroot,  I  think  the  word  "  field  " 
and  the  term  "geologic  structure"  are  rather  broad.  We  do  not 
think  that  the  yardstick  was  the  criterion  by  which  the  Almighty 
laid  down  the  oil-bearing:  structures;  and  a  close  rule  that  would  be 
applicable  to  the  oil  fields  of  Wyoming  would  possibly  not  fit  our 
fields.  I  think,  before  the  committee  passes  on  this  question,  it  would 
be  well  to  ask  Mr.  Callbreath  to  prepare  for  the  committee  and  put 
in  the  record  a  suggestion  of  an  alternative  phrase. 

The  thought  of  that  letter,  as  I  gather  it,  is  this:  To  fix  an  area 
which  is  a  common  reservoir  or  "  pool "  drained  by  a  common  num- 
ber of  wells,  as  distinguished  from  another  situation  which  might 
be  a  mile  or  50  miles  away,  where  a  number  of  common  wells  drain 
a  different  reservoir.  At  least,  we  are  rather  happy  in  the  thought 
that  possibly  out  of  the  investigation  I  have  spoken  of  a  solution  of 
this  question  may  come. 

The  Yakataga  field  is  the  eastern  end  of  this  100-mile  strip,  and 
the  development  of  that  field  requires  60  miles  of  pipe  line  to  the  near- 
est harbor,  at  Controller  Bay.  There  is  no  harbor  at  Yakataga.  It  is 
the  open,  exposed  shore  of  the  Pacific  Ocean.  The  committee  can 
readily  understand  the  difficulty  there  would  be  in  landing  heavy 
materials  at  such  a  place ;  and  you  can  readily  understand  that,  in  get- 
ting out  the  oil,  a  very  large  enterprise  would  have  to  be  founded  to 
build  and  operate  a  pipe  line  60  miles  long  in  Alaska.  You  can  appre- 
ciate how  much  land  would  be  a  proper  inducement  for  bringing 
people  into  that  field. 


744  OIL  LEASING   LANDS. 

The  Chairman.  Is  there  any  production  in  that  field  now  ? 

Mr.  Harriman.  No,  sir.  A  great  deal  of  work  has  been  done  them 
The  structure  is  a  very  attractive  one  for  any  one  who  will  go  into  it, 
but  none  of  us  in  Alaska  have  had  the  money  with  which  to  tackle 
that  proposition. 

I  want  to  say,  Miss  Rankin  and  gentlemen,  that  I  have  brought 
here  a  number  of  photographs;  and  I  invite  the  committee  to  come 
to  the  Katalla  field,  presenting  them  with  a  visual  picture  of  the  con- 
ditions that  exist. 

But  first  I  desire  to  emphasize  several  points  in  which  the  Alash 
situation  may  be  found  by  the  committee  to  be  simpler  than  the  sit- 
uation in  some  of  the  larger  oil  fields  in  the  developed  States.  Those 
areas  that  I  have  mentioned  contain  1,000,000  acres,  at  least.  As  Mr. 
Sulzer  has  stated,  there  are  other  areas  of  probable  oil-bearing  lani 

Probably  for  the  next  hundred  years  new  oil  lands  will  be  discov- 
ered in  Alaska.  Of  this  1,000,000  acres,  less  than  1  per  cent  is  cor- 
ered  by  existing  locations. 

In  Alaska  we  have  no  naval  reserves  because  all  of  the  oil  is  wholly 
unsuited  for  the  use  of  the  Navy. 

The  Chairman.  Is  it  gasoline  oil? 

Mr.  Harriman.  Yes,  sir. 

The  Chairman.  What  is  its  gravity? 

Mr.  Harriman.  The  oil  runs  about  45  to  47.5  gravity.  We  have 
these  points  of  differentiation  which,  as  I  say,  I  liave  Jotted  down. 

First.  All  these  claims  were  located  many  years  prior  to  the  with- 
drawal. 

Second.  We  have  no  naval  reserve,  because  the  oil  is  not  suitable. 

Third.  In  the  20  years  we  have  been  working  in  the  Alaskan  field, 
as  to  the  claims  now  existing,  there  has  never  been  a  contest  and  never 
a  lawsuit  between  contesting  locators.  We  have  not  locations  "  seven 
deep  "  which  the  better-known  oil  fields  have. 

Those  matters  are  not  going  to  be  problems  for  this  committee, 
and  our  situation  Ls  simpler  in  that  respect. 

We  are  not  anv  better  and  we  are  not  anv  more  honest  and  no 
more  worthy  of  consideration ;  but  I  am  simply  addressing  myself 
to  the  greater  simplicity  of  the  Alaskan  situation. 

Fourth.  I  will  state  flatly  that  we  have  no  "  dummies "  in  the 
Alaskan  situation.  I  think  I  can  make  that  statement  in  all  honesty 
and  integrity,  and  I  think  the  committee  will  readily  see  why  that 
is  true : 

A  man  goes  out  and  borrows  his  friend's  name  or  his  mother-in- 
law's  name  and  uses  it  as  a  "  dummy  "  when  he  is  afraid  he  it^  not 
going  to  get  his  full  share  of  the  land.  There  is  not  enough  land 
to  go  around,  and  he  is  in  a  hurry  to  get  his;  and  wants  to  bo  sure 
of  getting  all  he  wants  and  getting  it  quickly,  and  is  under  some 
pressure. 

At  the  time  the  oil  lands  in  Alaska  were  withdrawn  99  per  cent 
of  our  lands  lay  open,  with  no  limitation  at  that  time  as  to  how 
much  one  man  or  group  of  men  could  locate.  It  was  all  open,  and 
a  man  could  locate  as  fast  as  he  could  walk  and  as  many  days  as 
he  wanted  to  travel. 

Therefore  there  was  no  inducement,  no  excuse,  and  no  reason  ft^r 
an  Alaskan  indulging  in  the  practice  which  has  been  called  here 
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the  using  of  "dummies."  Therefore  I  state  flatly  that  both  in  fact 
and  after  the  most  careful  scrutiny  that  has  been  given  both  by 
ourselves,  who  were  anxious  to  know  about  it  if  it  was  so,  and  by 
others  in  more  official  positions,  no  question  of  "dummies"  exists 
in  Alaska. 

Fifth.  The  claims  I  am  speaking  about  are  all  owned  bv  Alaskans 
and  a  few  of  their  outside  friends.  There  is  no  large  subsisting  oil 
company.  None  of  the  greater  companies  enter  into  the  Alaskan 
question.  It  is  purely  a  local  situation.  We  have  no  Standard  Oil 
Co.,  or  Union  Oil  Co.,  or  any  of  the  big  companies.  We  would  be 
very  glad  to  have  them  and  we  have  begged  them  to  come  up  there ; 
but  we  have  not  got  them  there.  So  the  committee  will  not  be  em- 
barrassed by  considering  those  features  when  they  come  to  Alaska. 

I  would  like  now  to  adopt  a  photographic  method  for  a  few 
minutes;  and  invite  you  to  go  ashore  for  a  visit  at  Katalla.  I  have 
here  three  panorama  photographs  showing  the  water-front  of 
Katalla  for  a  stretch  of  about  30  miles.  That  is  an  open  shore  and 
gives  the  committee  an  idea  of  the  exposed  shore  lands  and  the  very 
rugged  character  of  the  country. 

At  the  time  we  went  into  that  field  in  1897  there  was  not  a  map, 
there  was  not  a  cabin  outside  of  a  few  fur  trappei's  shacks.  There 
was  not  a  trail,  and  there  was  not  a  wagon  road.  We  went  literally 
into  a  virgin  field.  There  was  not  a  base  of  food  supplies  within  a 
oon8ideral>le  number  of  miles.  There  was  no  wharf.  From  that 
day  to  this  every  foot  of  casing  and  lumber,  every  pound  of  ma- 
chinery and  food  has  been  shipped  by  steamer  from  the  States.  The 
steamer  anchors  oflF  from  shore  and  the  material  is  then  loadexi  into 
scows  and  taken  over  the  breakers  and  landed  ashore. 

Here  are  some  pictures  which  will  give  the  committee  at  a  glance 
an  idea  of  how  the  country  looks  when  we  get  ashore.  I  call  your 
attention  to  the  rugged  topography  and  the  close  growth  of  scrub 
timber. 

The  land  is  utterly  valueless  except  for  oil. 

Possibly  this  point  is  the  most  opportune  one  to  refer  to  our  seep- 
ages or  springs  of  oil  and  gas.  When  we  got  ashore  we  found  oil 
and  gas  seepages  and  accumulations  of  oil.  We  fomid,  as  shown  in 
the  picture  I  hold  in  my  hand,  which  is  a  picture  of  a  large-sized 
creek,  creeks  covered  with  a  scum  of  oil  which  is  readily  visible  in 
this  picture.  We  traced  that  oil  up,  until  we  found  the  source  from 
which  it  came,  and  we  discovered  oil  coming  out  as  springs  in  the 
solid  rock;  and  coming  out  with  a  gas  pressure. 

T  have  here  two  or  three  little  pictures  and  one  large  picture  which 
show  how  a  few  of  these  smaller  seepages  look  as  they  come  out  of 
the  solid  rock.  This  large  picture,  which  I  received  only  yesterday, 
shows  an  exposure  of  the  rock  possibly  100  feet  in  length  where  you 
can  see  the  oil  coming  out  of  the  solid  rock.  As  indicated  on  the 
back  of  the  photograph,  the  committee  can  see  where  the  oil  is  com- 
ing Qut  and  they  can  see  also  by  the  refraction  of  light  the  paraffine 
accumulations  which  are  the  white  blotches  on  that  photograph. 

Here  is  another  picture  down  on  the  shore,  which  shows  the  loca- 
tion of  one  of  our  gavS-  springs.  I  may  say  the  gas  there  is  obviously 
all  wet  gas.  We  have  gas  springs  throughout  that  country,  and  you 
may  hold  your  hand  over  a  gas  spring  and  withdraw  it  in  a  moment. 
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and  you  can  see  the  little  globules  of  gasoline.  The  early  fur  trap- 
pers, and  later  the  oil  prospectors,  cooked  their  meals  over  the  smaller 
gas  seepages.  This  picture  is  at  a  point  on  the  shore.  Tlie  ocean  is 
the  black  line  in  the  rear.  You  will  notice  that  for  a  very  large  area 
the  snow  has  been  melted  by  a  ^as  spring — a  ^as  spring  that  is  car- 
rying enough  oil  so  that  you  will  see  the  oil  shining  on  the  surface. 

I  do  not  want  to  take  up  the  time  of  the  committee  in  going  into 
the  legal  situation  as  regards  seepages,  except  to  say  that  I  have  no 
quarrel  with  any  case  which  is  now  on  the  books,  either  of  a  court 
of  law  or  of  the  department,  wherein  certain  allegations  of  seepages 
have  been  turned  down.  But  I  want  the  committee  to  get  clearly  in 
their  minds  that,  as  a  matter  of  fact,  we  consider  that  the  geological 
conditions  in  Alaska  are  so  different  from  any  situation  existing  or 
adjudicated  in  the  States,  except,  mildly,  in  your  Ventura  country. 
Judge  Eaker. 

A  seepage  in  our  field  means  the  presence  of  oil.  The  Geological 
Survey  has  spent  15  years  studying  that.  There  are  exhaustive  vol- 
umes on  our  fields,  and  I  could  possibly  in  6  or  10  minutes  give  the 
committee  a  Itiyman's  sketch  of  how  the  formation  laj^s.  But  I  think 
it  is  sufficient  for  this  purpose  if  I  call  the  attention  of  the  committee 
to  Dr.  Brooks's  final  summary  of  the  seepage  situation  in  Alaska. 
Dr.  Alfred  G.  Brooks  has  been  the  chief  of  our  survey  for  20  years. 
He  is  now  Maj.  Brooks,  chief  geologist  on  the  staff  of  Gen.  Pershing. 

Mr.  Raker.  Is  there  any  particular  publication  on  the  seepage  of 
oil  as  to  its  location  and  how  to  find  it? 

Mr.  Harriman.  Yes,  sir;  you  will  find  it  scattered  through  a  large 
number  of  his  and  Dr.  George  C.  Martin's  volumes  on  the  subject; 
but  here  is  a  summary  and  this  is  what  affects  the  question  before  the 
committee.  I  read  from  page  40,  paragraph  1,  United  States  Geo- 
logical Survey  Bulletin  592,  by  Dr.  Brooks : 

While  petroleum  mny  occur  at  depth  and  not  reach  the  surface  through  s«p- 
ajje,  yet  there  is  now  no  Information  to  ^ide  the  driller.  Therefore,  if  any 
drilling  is  to  be  done  it  will  first  be  advisable  to  search  out  those  areas  where 
the  presence  of  seepages  gives  the  best  hope  of  favorable  results. 

That  is  the  fact.    Here  is  the  law : 

In  the  case  of  Consolidated  Mutual  Oil  Co.,  a  corporation,  and 
J.  M.  Mcljeod  V.  United  States  of  America,  several  times  referred  to 
in  these  hearings,  Judges  Boss,  Hunt,  and  Gilbert  state  the  law. 
They  say: 

While  it  is  possible  that  at  times  oil  may  be  found  Issuing  from  the  surface 
of  the  ground^  in  which  case  discovery,  of  course,  may  be  made  without  diffi- 
culty and  expense,  it  is  a  matter  of  common  knowledge  that  almost  always 
drilling  is  essential  to  such  discovery. 

Mr.  Chairman,  we  like  those  words  "  of  course." 

I  am  offering  that  summary  as  boiling  down  perhaps  all  I  could 
say  and  all  the  conclusions  of  the  facts  and  the  law  I  could  reach  if 
I  went  into  it  in  more  detail. 

Now,  relying  on  those  things  we  saw,  a  large  number  of  claims 
were  located,  of  which  about  50  or  60,  as  Mr.  Sulzer  stated,  now 
remain. 

Here  is  a  little  sketch  map 

Mr.  Lenroot.  Fifty  or  sixty  160-acre  claims? 

Mr.  Harriman.  Yes,  sir.  This  is  a  map  which  shows  about  30 
miles  of  this  100-mile  area  and  shows  the  existing  claims.    The  com- 
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mittee  will  notice  that  there  are  some  31  groups,  which  I  have  said 
before  were  divided  into  about  15  or  16  ownerships.  The  committee 
will  notice  at  a  glance  that  I  am  well  within  a  correct  estimate  when 
I  say  that  not  more  than  5  or  6  per  cent  of  the  whole  field  there  is 
covered  by  those  locations.  On  these  claims  we  have  spent  in  the 
aggregate  $1,000,000.  We  have  spent  over  $60,000  in  building  roads 
to  make  the  country  accessible. 

Mr.  SiNNOTT.  How  much  did  you  say? 

Mr.  Harriman.  $1,000,000.  That  has  been  checked  and  rechecked. 
The  major  part  of  this  sum  was  certified  by  one  of  our  lending  firms 
of  certified  public  accountants  on  the  Pacific  coast.  We  have  spent 
$60,000  in  building  roads  through  the  woods  there.  The  roads  are 
very  expensive  and  there  were  22  miles  of  roads  to  open  up  the  field. 
Here  are  some  pictures  showing  the  general  character  of  the  im- 
provements; one  picture  of  the  roads  showing  the  very  dense  vegeta- 
tion and  giving  the  committee  an  idea  of  what  it  has  meant  to  put 
roads  through  there. 

Mr.  Lenroot.  Would  you  explain  this  map  a  little  more  in  detail, 
as  to  what  these  numbers  and  letters  mean? 

Mr.  Harriman.  The  numbers  represent  distinct  and  individual 
working  groups. 

Mr.  Lenroot.  Groups  of  claims! 

Mr.  Harriman.  Yes;  of  one,  two,  three,  and  in  some  cases  four, 
and  in  one  case  I  think  five  claims. 

Mr.  La  Follette.  They  are  160-acre  claims? 

Mr.  Harriman.  Yes.  There  are  31  working  groups  there  and  some- 
thing like  fifty-odd  claims,  possibly  nearer  60  claims,  represented. 

Now,  before  I  pass  from  the  question  of  seepage,  here  is  a  little 
picture  that  may  be  interesting  to  the  committee.  The  great  ma- 
jority of  these  seepages  we  found  coming  out  of  the  solid  rock,  and 
I  may  say  that  these  seepages  in  the  aggregate  are  estimated  to  be 
wasting  in  that  field  possibly  1,000  barrels  of  oil  a  month.  They  are 
large  seepages.  They  are  not  simply  drops  of  oil,  but  they  are  seep- 
ages, where,  in  some  cases,  we  can  get  a  bucket  of  oil,  and  there  is  a 
large  wastage.  In  some  cases  the  seepages  have  been  found  coming 
out  of  the  soil  itself. 

Now  a  seepage  coming  out  of  the  soil  mi^ht  come  from  20  miles 
away  or  it  might  come  from  any  distance,  just  as  a  water  spring. 
We  wanted  to  know  if  that  seepage  was  "  in  place,"  to  use  a  miner's 
term:  and  in  this  picture  it  shows  where  we  drove  a  tunnel  through 
the  side  of  a  hill  until  at  about  12  feet  below  the  surface  we  found 
the  solid  rock,  and  there  we  found  the  seepage  flowing  out  of  the 
solid  rock  formation.   We  have  done  this  in  several  places. 

Out  of  the  25  wells  we  have  drilled  up  there  9  of  them  have  been 
reasonably  successful ;  and  those  are  the  wells  we  have  drilled  at,  and 
in  relation  to,  and  in  reliance  upon,  the  seepages. 

We  have  never  yet  drilled  a  well  at  and  in  reference  to  a  seepage 
that  has  not  been  a  small  commercial  well. 

The  Chairman.  How  deep  are  those  wells? 

Mr.  Harriman.  From  365  feet  as  we  drilled  near  the  apex  of  the 
formation  down  to  the  deepest  producing  well  of  about  1,000  feet. 

Mr.  Lenroot.  Are  those  all  on  patented  land? 

Mr.  Harriman.  All  but  two  of  those  wells  are  on  patented  claims. 
There  are  two  wells  on  unpatented  claims. 
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The  Chairman.  How  are  they  patented? 

Mr.  SuLZER.  Only  on  one  patented  claim. 

Mr.  Harriman.  Yes;  I  should  have  said  one  patented  claiin  (f 
some  140  acres. 

The  Chairman'.  How  were  they  patented — as  liomesteads? 

Mr.  Harriman.  No,  sir;  they  were  patented  under  the  placer  la^^. 

The  Chairman.  By  reascm  of  the  discovery  of  oil? 

Mr.  Harriman.  By  reason  of  the  discovery  of  oil.  We  had  thi< 
situation,  which  I  might  advert  to  briefly :  \'\'e  applied  for  a  patent 
to  five  claims  lying  side  by  side.  On  one  claim  at  the  western  end  of 
the  group  we  had  an  oil  well,  and  on  a  claim  which  was  three  clainb 
over  the  record  showed  an  "  oil  sepage."  After  the  proof  was  all  in 
and  everything  had  been  boiled  down  to  the  question  of  issuing  the 
patent  the  commissioner  said  we  could  have  a  patent  to  the  No.  1  oil 
claim  where  we  had  discovery  in  a  well  or  we  could  have  a  patent 
to  No.  11,  where  the  "  valuable  seepages  "  were ;  but  not  to  both,  be- 
cause there  had  been  no  proof  of  the  intervening  claims.  Failing 
to  elect  as  between  the  two  claims,  he  said  he  would  patent  the  Xo. 
1  claim.  That  we  have  always  considered  was  a  recognition  of  our 
seepage  situation.  Here  are  some  more  pictures  showing  the  char- 
acter of  the  improvements  that  have  been  made,  the  wells,  roads,  and 
camps. 

Mr.  Rak£R.  It  is  just  a  sort,  of  a  guess  about  where  you  put  your 
well  when  there  is  seepage? 

Mr.  Harriman.  If  you  have  a  seepage  it  is  not  a  e^uess.  You  go 
about  it  in  this  way,  Jud^e  Raker :  The  seepage  marks  the  outcrop- 
ping or  the  point  where  either  the  fault  or  the  crest  of  the  antichne, 
as  the  case  may  be,  is  exposed  on  the  surface,  and  getting  the  dip  of 
that  fault  or  anticline,  we  move  over  frcwn  the  seepage  just  a  short 
distance,  perhaps  two  or  three  hundred  feet,  to  get  away  from  any 
broken  condition,  and  then  go  down,  and  in  the  nine  times  we  have 
done  that  little  thing,  we  have  got  a  well.  But  the  other  wells  locate! 
away  from  seepages  on  dead  reckoning  and  guesses  and  hopes  have 
been  "  dry  holes." 

In  passing  I  would  call  the  committee's  attention  to  the  fact  that 
bearing  out  what  Mr.  Sulzer  has  said,  the  salmon  administrator,  ac- 
cording to  yesterday's  paper,  has  requisitioned  all  the  salmon  for 
the  use  of  the  Army.    That  bears  out  the  point  of  war  ur^ncy. 

The  Secretary  of  the  Interior,  in  his  last  report,  in  speaking  of  the 
Alaska  situation,  has  three  short  paragraphs  which  I  would  like  to 
read.  They  are  on  pages  100  and  101  of  the  report  of  the  Secretary 
of  the  Interior,  just  published : 

The  governor  states  that  the  Territory  still  suffers  from  too  much  resena- 
tlon  rather  than  conservation  of  Its  natural  resources.  With  potentially  great 
and  valuable  deposits  of  coal,  little  coal  has  as  yet  been  produced  commer- 
cially; with  promising  oil  regions  almost  wholly  undeveloped  and  placed  by 
reservation  beyond  control  other  than  that  exercised  by  the  Federal  GoverD- 
ment,  Alaska  oil  and  its  products,  so  badly  needed  not  only  in  Alaska  b«f 
throughout  the  Nation,  are  practically  of  no  more  use  to  the  people  than  if  th^ 
oU  lands  were  located  at  the  North  Pole. 

^ain,  on  page  101 — ^this  is  the  language  of  Secretary  Lane 

Mr.  Lenroot.  The  other  was  the  language  of  the  governor  of 
Alaska  ? 
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Mr.  Harbiman.  Yes,  sir.     [Reading:] 

Conservation,  which  is  defined  as  the  act  of  preserving,  maintaining,  sup- 
porting, or  protecting,  is  no  doubt  sound  in  principle;  but  conservation  as 
applied  to  Alaslca,  while  it  has  preserved  coal,  oil,  and  timber,  has  largely 
estopped  development  along  these  lines.  The  coal  lands  of  Alaska  were 
reserved  by  Executive  order  In  1906,  and  the  oil  lands  some  years  later,  and 
there  has  been  no  general  development  of  either  coal  or  oil  resources.  Coal  Is 
mined  to-day  only  on  a  small  scale,  and  oil  development  Is  at  a  standstill. 
The  need  of  coal,  such  as  Is  found  in  Alaska,  is  apparent  all  over  the  Pacific 
coast.  Tet  the  production  is  limited  and  confined  to  but  one  section  of  the 
Territory.  The  same  is  true  of  oil.  There  is  no  doubt  that  the  coal  areas  of 
Alaska  are  capable  of  supplying  sufiiclent  quantities  of  coal  for  all  domestic  and 
industrial  purposes  of  the  Pacific  coast  region  were  they  developed  commer- 
cially ;  and  if  the  oil  lands  of  the  Territory  could  be  properly  developed  they 
would  largely  add  to  the  supply  of  gasoline. 

And,  finally,  a  few  more  words : 

The  agitation  of  some  years  ago  in  favor  of  conservation  of  natural  resources 
resulted  in  restrictions  so  severe  that  Alaska's  resources,  such  as  coal,  oil,  and 
water  power,  were  not  only  preserved  but  reserved. 

I  would  not  go  so  far  in  my  own  language,  because  I  do  not  want 
to  open  up  any  quejstions  of  controversy,  but  this  is  the  language  of 
the  Secretary  of  the  Interior. 

Mr.  Saker.  Does  the  Secretary  make  any  suggestion  as  to  how 
the  coal  or  oil  or  gas  can  be  opened  up  and  developed? 

Mr.  Harriman.  I  presume  that  he  is  relying  upon  the  work  of 
this  committee  with  confidence,  as  we  all  are,  and  that  it  will  all  be 
made  available. 

Mr.  Baker.  That  is  very  nice  in  him  and  of  the  gentleman  from 
Alaska. 

Mr.  Harriman.  The  people  who  have  developed  these  claims  at 
Katalla  are  particularly  worthy  of  consideration.  They  consist  of 
all  the  old-timers  who  have  stayed  on  there  for  these  20  years  and 
have  spent  this  money  in  the  aggregate,  together  with  their  friends 
outside.    A  good  many  of  them  have  died. 

I  would  liKe  to  discharge  at  this  moment  one  little  trust  that  was 
given  me  just  a  few  months  ago;  and  this  will  illustrate  the  sort  of 
thing  that  happens  up  there. 

Capt.  Robert  D.  Gray  went  into  that  field  about  20  years  ago. 
fle  came  from  the  borders,  Mr.  Chairman,  of  your  State,  somewhere 
down  in  that  section. 

He  went  up  there  20  years  ago,  and  had  been  working  in  oil  de- 
velopment. He  had  charge  of  the  drilling  of  wells,  and  also  of  the 
boats  and  lighterage.  He  engaged  in  the  work  pertaining  to  the 
development  of  that  field.  Then  we  made  him  a  representative  in 
the  first  territorial  legislature.  Later  he  became  our  United  States 
commissioner. 

Now,  Judge  Gray  had  been  interested  for  many  years  in  that  little 
group  on  the  westernmost  part  of  the  map  there — I  think  it  is  No. 
2.  There  are  three  claims.  He  located  those  claims  because  he  found 
the  oil  coming  out  of  the  solid  rock  on  the  mountain  side.  It  is  the 
largest  spring  of  oil,  I  think,  in  that  field.  It  runs  about  1  barrel  a 
day  at  the  minimum.  It  comes  out  of  the  mountain  side,  and  the  in- 
dications to  any  reasonable  man  would  be  that  it  is  coming  out  of 
the  claim.    They  tried  to  get  a  rig  over  there,  but  the  first  scowload 
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of  stuff  was  lost,  and  never  since  that  time  has  he  had  enough  monej 
to  drill  his  claim.  He  developed  the  seepage,  and  built  roads  and 
buildings,  prepared  a  well  site,  hewed  out  the  timbers-  He  was 
ready  to  drill  if  somebody  would  help  him  to  drill. 

He  was  taken  very  ill  a  year  ago,  and  then  for  the  first  time  he 
told  me  a  little  about  his  folks.  He  said  to  me,  "  Henry,  I  have  not 
much  expectation  of  making  money  out  of  this  myself;  I  am  a  very 
sick  man  " — and  I  might  say  here  that  after  years  of  exposure  the 
finger  of  the  white  plague  was  obviously  upon  him  then.  He  said. 
"  I  have  no  hope  that  I  will  ever  make  anything  out  of  this  myself, 
but  there  is  an  old  lady,  and  if  I  do  not  come  oack — ^because  I  am 
going  down  home — ^if  I  do  not  come  back,  do  not  forget  that  old 
lady" 

Mr.  Chairman,  this  man  went  back  home  to  your  country,  to  his 
sister's  home,  took  to  his  bed,  and  died. 

I  hold  no  brief  for  Judge  Gray;  but  Judge  Gray  imposed  that 
trust  in  me,  and  I  would  like  to  repose  it  for  a  moment  in  the  com- 
mittee, because  there  are  many  claimants  of  that  sort. 

We  have  men  interested  there  who  are  at  the  front ;  two  of  them 
are  flying.  One  of  them,  in  order  to  get  the  uniform  that  he  ought 
to  have  and  the  equipment  that  is  required,  needed  several  hundred 
dollars,  and  so,  as  we  found  out  later,  he,  as  we  call  it  out  West, 
"  hocked  "  his  interest  in  the  field.  He  did  that  in  order  to  get  his 
uniform. 

We  want  the  committee  to  recognize  those  existing  rights  and  to 
exempt  them,  so  that  we  can  go  ahead  with  the  development  and 
thus  do  "  our  bit "  for  the  war. 

Wlieu  the  committee  consults  the  representatives  of  the  Interior 
Department  in  reference  to  the  facts,  if  they  confirm  what  we  have 
affirmed  regarding  these  seepages,  giving  you  the  opinions  of  those 
wlio  have  studied  these  Alaska  fields  officially,  then  I  say  that  the 
further  you  go  in  recognizing  those  rights  the  better  it  will  be 
toward  meeting  the  emergency. 

In  getting  this  emergency  production  we  must  drill  30  more  well? 
there  at  once.  We  have  got  to  drill  those  wells  on  unpatented 
claims. 

There  is  only  room  for  a  few  more  wells  on  the  patented  claim: 
and  if  you  want  to  get  the  production — and  that  is  what  we  are 
after — we  want  to  bunch  those  wells  at  one  or  two  points. 

If,  on  the  other  hand,  we  are  to  be  put  in  doubt  and  have  to  make 
a  horse  race  out  there  to  protect  ourselves,  the  wells  will  have  to 
be  widely  scattered.  We  will  have  to  scatter  our  work,  and  it  ^vill 
cost  as  much  to  collect  the  oil  from  the  scattered  wells  by  pipe  line 
as  it  would  to  drill  the  wells,  and  it  will  take  twice  as  long.  There- 
fore we  will  not  get  the  production  as  fast  as  it  is  needed. 

So  that,  broadly,  I  would  say  that  the  further  the  committee  can 
go  in  fairness  and  justice  in  the  recognition  of  those  claims,  and 
thus  clarify  the  situation,  the  further  we  can  go  in  meeting  the 
emergency. 

The  Chairman.  What  is  the  total  number  of  claims  filed  now? 

Mr.  Harriman.  If  I  were  to  give  my  personal  opinion  of  the 
claims  that  I  think  are  exempt  from  the  withdrawal  order  by  reason 
of  this  discovery,  there  are  40  claims  there  of  which  I  have  personal 
knowledge  that  clearly  are  entitled  to  exemption  and  have  a  good 
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fighting  chance  for  patent  under  the  laws  governing  their  discovery 
and  location.  But  I  would  prefer  to  say  there  are  00  claims,  so  ns 
not  to  exclude  a  flighting  chance  for  men  who  would  want  to  bring 
their  claims  before  the  department. 

The  Chaikman.  How  many  claims  are  there,  good  and  bad? 

Mr.  Harriman.  I  should  say  sixty-odd  claims. 

The  Chairman.  How  many  have  a  chance  for  patent,  do  you 
think? 

Mr.  Harriman.  That  would  be  simply  a  personal  opinion.  I  am 
a  little  conservative  about  that,  but  I  think  that  one-half  the  claims 
would  pass  any  tribunal.  I  think  one-half  of  the  seepages  on  those 
claims  would  be  sufficient  to  constitute  discovery,  within  the  mean- 
ing of  the  Crissman-Miller  case. 

The  Chairman.  The  withdrawal  order  was  issued  when! 

Mr.  Harriman.  In  the  fall  of  1910. 

The  Chairman.  How  many  claims  were  located  pri6r  to  the  with- 
drawal order? 

Mr.  Harriman.  Every  one  of  them  had  been  located  several  years. 
Most  of  them  10  or  11  years  prior  to  the  withdrawal.  We  all  come 
under  that  classification  No.  1  of  Judge  Raker's. 

The  Chairman.  How  many  acres  were  withdrawn? 

Mr.  Harriman.  A  million  acres  that  we  know  of.  It  was  a 
"blanket"  withdrawal. 

The  Chairman.  How  many  fields  are  there,  or  geologic  forma- 
tions? 

Mr.  Harriman.  There  are  four  well-recognized  fields  that  we  know 
a  good  deal  about,  and  we  suspect  there  are  other  fields  over  the 
country. 

The  Chairman.  Could  you  give  the  approximate  acreage  of  each 
one? 

Mr.  Harriman.  Those  four  fields  there  have  about  1,000,000  acres. 

The  Chairman.  All  told? 

Mr.  Harriman.  Yes,  sir.  In  addition  to  the  claims  that  I  have 
spoken  of  in  the  Katalla  field.  Judge  Finnegan  will  tell  you  about 
a  few  claims  that  have  been  preserved  in  this  field  to  the  westward. 

The  Chairman.  What  is  the  largest  acreage  in  claims  of  any  one 
claimant? 

Mr.  Harriman.  The  association  that  I  represent  is  developing  16 
claims. 

The  Chairman.  Of  160  acres  each  f 

Mr.  Harriman.  Yes,  sir. 

The  Chairman.  All  in  one  field? 

Mr.  Harriman.  That  is  a  question.  They  are  all  in  the  Katalla 
field,  but  thev  are  at  different  points.    May  I  illustrate : 

Imagine  that  this  table  is  our  field  as  originally  laid  down,  and 
laid  down  flat,  as  all  oil  fields  are  laid  down.  On  my  side  of  the 
table  is  the  ocean,  and  on  the  other  side  of  the  table,  in  the  later 
geological  history  of  the  country,  just  back  of  the  field  a  mountain 
ran^e  is  thrust  up  2  or  3  miles  into  the  air. 

The  committee  does  not  have  to  be  composed  of  oil  experts  to  real- 
ize that  the  oil  country  would  be  greatly  disturbed  and  fractured  by 
so  titanic  an  upheaval.  The  oil  land  in  front  here  findicating"]  is 
shot  through  with  faults  and  cracks  which  crumble,  fold,  and  shift 
the  f  onnation* 
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We  have  now  recognized  several  long  faults,  coming  down  from 
that  mountain  range  through  this  field,  and  those  faults  and  foId> 
are  marked  on  the  surface  by  lines  of  seepages. 

We  have  developed  along  those  faults  or  folds  nice  little  prodiu'- 
ing  wells.  Each  fault  or  fold  is  a  separate  reservoir.  This  fault, 
at  this  most  westerly  point  [indicating],  is  a  separate  reservoir, 
wholly  distinct  from  this  reservoir  at  this  point  [indicating],  which 
is  created  by  a  fault  or  anticline  here. 

Now,  we  do  not  know  which  of  these  faults  or  anticlines  will  prove 
most  productive,  and,  in  staking  out  claims,  we  would  take  a  claiju 
there  [indicating],  perhaps  one  or  two  there  [indicating],  and  two 
or  three  over  here  [mdicating],  so  that  when  the  final  story  is  told— 
and  it  will  not  be  told  until  a  large  number  of  wells  are  drilled— 
some  of  our  claims  will  corner  upon  or  form  a  part  of  the  area  that 
is  the  most  desirable. 

The  Chairman.  What  is  the  name  of  your  organization? 

Mr.  Harriman.  We  have  no  formal  name. 

The  Chairman.  Is  it  a  corporattion  ? 

Mr.  Harriman.  It  is  a  syndicate  only,  with  title  lodged  in  one  for 
the  benefit  of  all.  We  will  incorporate  it  shortly,  if  it  does  not  waste 
the  price  of  one  well  to  incorpoi-ate  under  the  new  laws  created  by 
war  conditions. 

The  Chairman.  What  is  the  largest  production  you  have  had  in 
any  one  year  ? 

Mr.  Harriman.  My  syndicate  has  not  been  producing. 

The  Chairman.  None  at  all  ? 

Mr.  Harriman.  No,  sir;  we  have  one  well  down. 

The  Chairman.  Where  was  that  other  development? 

Mr.  Harriman.  That  was  on  another  holding  of  16  claims  owned 
by  the  St.  Elias  Oil  Co. 

The  Chairman.  What  is  the  aggregate  production  of  the  combined 
oil  wells  in  Alaska? 

Mr.  Harriman.  About  00  barrels  per  day. 

The  Chairman.  That  is  mostly  from  the  Katalla  field? 

Mr.  Harriman.  All  from  the  Katalla  field. 

The  Chairman.  The  other  fields  have  no  production  at  all? 

Mr.  Harriman.  No,  sir. 

The  Chairman.  What  do  you  do  with  your  oil? 

Mr.  Harriman.  It  is  sold  locally.  They  have  a  small  oil-topping 
plant  in  there  for  taking  off  the  gasoline  and  lighter  products. 
They  run  it  down  to  about  24  gravity  and  sell  that  for  local  use  in 
Diesel  engines. 

The  Chairman.  To  whom  does  the  skimming  plan  belong? 

Mr.  Harriman.  To  the  St.  Elias  Oil  Co. 

The  Chairman.  They  have  a  pipe  line,  also? 

Mr.  Harriman.  A  pipe  line  3  or  4  miles  long,  which  connects  the 
wells  with  the  topping  plant.  Those  fishing  boats  that  Mr.  Sulzer 
described  have  to  come  to  us.  We  can  not  now  supply  one-tenth  of 
their  requirements. 

The  Chairman.  They  want  it  for  fuel  to  run  the  boats? 

Mr.  Harriman.  Yes,  sir.  They  are  used  in  catching  salmon  and 
halibut.  They  would  have  to  come  to  us  during  this  war  emergency, 
because  of  the  diortage. 
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In  the  State  of  Washington  alone  the  receipts  of  oil  from  Cali- 
fornia have  fallen  off  140,000  barrels  per  month.  Those  are  official 
figures.  So  you  can  readily  see  what  will  happen  and  is  happening 
in  Alaska  as  the  war  progresses.  Even  if  the  Government  com- 
mandeers oil  to  keep  the  salmon  fisheries  running,  they  would  be 
using  tank  steamers  and  steamer  facilities  that  should  be  used  for 
war  purposes. 

Miss  Rankin.  Couldn't  they  use  coal? 

Mr.  Harriman.  No,  madam ;  because  the  design  of  the  boats  is  such 
that  they  are  constructed  only  for  gasoline  and  distillate  engines. 
They  are  so  designed  that  we  could  not  change  them  over  to  coal- 
burning  engines  without  a  great  deal  of  expense  and  delay.  By 
reason  of  the  war  we  could  not  buy  coal  boilers  and  engines;  and 
even  if  we  could  we  could  not  buy  the  coal.  That  means  that  they 
must  either  be  tied  up  and  the  fishing  industry  paralyzed,  or  be  sup- 
plied with  gasoline. 

The  Chairman.  Have  you  prepared  a  provision  or  some  amend- 
ment to  be  incorporated  in  the  bill  which  would  cover  the  situation 
in  Alaska  ? 

Mr.  Harriman.  We  have  as  regards  relief. 

The  Chairman.  Have  they  been  offered  for  the  record  ? 

Mr.'  Harriman.  I  think  Judge  Finnegan  will  offer  that.  Judge 
Finnegan  and  Mr.  Sulzer,  myself,  and  others  had  a  meeting  and 
made  some  progress  on  that  proposition,  and  several  of  the  points 
involved  had  been  informally  taken  up  with  the  department.  We 
took  as  a  basis  the  Senate  proviso  so  far  as  relief  is  concerned. 

The  Chairman.  Has  this  been  submitted  to  the  Interior  Depart- 
ment? 

Mr.  Harriman.  Yes,  sir. 

The  Chairman.  Did  they  agree  with  you  ? 

Mr.  Harriman.  The  Department  of  the  Interior,  at  the  point 
where  I  left  the  matter,  was  informally  in  general  agreement.  They 
were  not  in  disagreement.  But  other  questions  have  since  been 
raised,  in  a  general  committee  of  the  oil  men,  which  has  been  func- 
tioning at  your  request.  This  committee  has  been  preparing  many 
amenoments,  so  as  to  make  the  provisions  balance  with  what  is  de- 
sired by  other  people.  Some  changes  are  suggested  in  section  31  of 
the  House  bill  which  would  alter  the  conditions  as  I  discussed  them 
with  the  department.  At  the  point  I  left  the  matter  we  felt  that  we 
were  in  general  agreement  with  the  views  of  the  department.  The 
general  committee  of  western  oil  operators  formally  and  unanimously 
indorsed  Judge  Finnegan's  proviso. 

Mr.  Kaker.  How  many  .acres  are  there  in  all  the  claims? 

Mr.  Harriman.  There  might  be  7,000  or  8,000  acres  in  the  Katalla 
field  if  they  were  all  recognized. 

Mr.  Baker.  What  percentage  of  the  land  would  be  affected  by  the 
relief  provision? 

Mr.  Harriman.  Less  than  1  per  cent  of  known  oil  acreage  in 
Alaska.  There  is  no  chance  of  monopoly  even  if  we  had  the  ability 
to  procure  it. 

^f  r.  La  Follette.  How  many  patented  claims  have  you  ? 

Mr.  Harriman.  The  St.  Elias  Oil  Co.  has  one  patented  claim,  and 
the  production  is  practically  all  on  the  patented  land. 
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On  the  patented  claim  they  have  drilled  about  as  many  wells  as 
they  can  conveniently  put  on  it.  This  summer  they  started  and 
partly  completed  two  more  wells.  They  had  to  move  off  from  the 
patented  claim  to  set  an  increased  proauction  to  meet  the  demand 
for  the  refined  product. 

Mr.  Joslin,  their  president,  who  expected  to  be  here,  told  the  Senate 
committee  that  he  could  sell  ten  times  as  much  oil  if  he  could  get  it; 
and  that  he  must  move  off  the  patented  claim  to  get  it.  They  have 
been  holding  the  claims  and  developing  them  because  they  think 
that  the  oil  seepages  were  enough  to  justify  a  reasonable  man  in 
going  ahead  ana  making  further  expenditures  for  the  production  of 
oil. 

We  have  invested  in  the  past,  not  the  $500  which  the  Senate  put  in, 
because  that  is  the  maximum  requirement  of  the  mining  law  to  earn 
a  patent,  but  we  have  spent  approximately  $1,000,000  in  the  aggre- 
gate in  this  field. 

Mr.  Raker.  Why  do  you  not  apply  for  patents  on  this  land  that 
you  have  had  for  15  or  20  years? 

Mr.  Harriman.  Well,  the  men  have  been  a'  little  bit  green  as  to  de- 
partment procedure.  The  patent  I  referred  to  was  panted  in  1908, 
and  that  was  at  a  time  when  the  so-called  Ballinger-Pinchot  contro- 
versy was  at  its  height  in  Alaska.  We  knew  that  there  were  in  the 
field  for  the  examination  of  local  titles  large  numbers  of  skillful  and 
highly  trained  men.  Those  men  recommended  that  claim  to  patent. 
We  knew  that  if  it  was  a  dummy  claim,  or  if  there  was  the  slightest 
taint  upon  it,  the  claim  would  have  been  rejected.  As  all  of  us  are 
largely  holding  under  exactly  the  same  chain  of  title,  we  feel  very 
confident  about  it.  We  feel  confident,  since  the  commissioner  said  in 
1908,  "  You  can  take  your  choice  of  No.  1  claim  with  the  well  or  No. 
11  with  S'aluable  seepage,'"  that  we  were  all  right.  That  was  the 
leffal  recognition — a  "  valuable  seepage  "  was  discovery. 

Mr.  Eaker.  There  was  discovery  and  public  notoriety  given  it, 
and  on  that  you  proceeded? 

Mr.  Harriman.  Yes,  sir. 

Mr.  Raker.  Have  vou  made  any  applications  for  patents  since  the 
order  of  withdrawal? 

Mr.  Harriman.  Yes,  sir;  we  are  now  indulging  in  that  proceeding. 

Mr.  Raker.  Has  the  department  taken  action? 

Mr.  Harriman.  We  have  not  reached  that  point  and  can  not  pos- 
sibly reach  it  within  a  year. 

Mr.  Raker.  The  department  has  not  acted  on  the  claims? 

Mr.  Harriman.  No,  sir.  Of  course,  we  have  got  to  take  a  chance, 
based  on  the  law  and  facts  as  we  miderstand  them,  because  they  can 
not  reach  an  adjudication  of  our  pending  applications  within  the 
time  that  we  will  have  to  drill  additional  wells  in  order  to  meet  the 
emergency.  Equitably  and  legally  you  will  confer  a  great  boon  by 
affirmative  recognition  of  our  present  situation.  It  will  simplify 
and  clarify  the  matter  for  the  department  and  hearten  and  encour- 
age our  work  and  permit  efficient  rather  than  scattered  development. 

Mr.  Smith.  As  I  understand  it,  you  have  already  spent  $1,000,000 
on  these  claims? 

Mr.  Harriman.  I  think  $1,000,000  is  a  safe  estimate. 
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Mr.  Smith.  And  you  are  actually  engaged  now  in  prosecuting 
further  discovery  work  or  development  work? 

Mr.  Harriman.  We  have  shut  down  diilling  for  the  winter  season. 
We  have  the  Alaska  climate,  and  our  effective  working  season  runs 
from  June  to  November,  when  the  snow  is  off  the  ground. 

Mr.  Mats.  The  well  could  be  continued  in  operation  during  the 
winter? 

Mr.  Harriman.  Yes,  sir. 

8TATEHEHT  OF  KB.  TOHH  J.  PINNEOAN,  OF  SEWASD,  ALASKA. 


Mr.  FiNNEGAN.  I  am  an  attorney,  residing  at  Seward,  Alaska, 
where  I  have  lived  for  the  last  10  or  11  years.  I  represent  in  this 
matter  the  Seward  Chamber  of  Commerce. 

As  Mr.  Harriman  has  said  or  intimated,  we,  in  Alaska,  feel  that  we 
have  all  been  in  hock  for  the  last  10  years ;  not  only  the  chap  who  has 
pone  to  France  and  has  hocked  his  claim,  but  we  have  felt  that  we 
have  been  hocked  b}^  Congress  or  by  the  administrations.  The  blanket 
withdrawal  applicable  to  Alaska,  which  was  read  into  the  record 
here,  struck  us  a  blow  in  the  face.  Previous  to  that  time  there  had 
been  no  intimation  whatsoever  that  any  such  action  would  be  taken, 
and  since  the  withdrawal  we  have  often  wondered  why  in  the  name 
of  Heaven  it  was  then. 

Of  the  million  acres  of  estimated  oil  land  that  we  know  of  now, 
prior  to  the  withdrawal  there  were  only  about  10,000  or  12,000  acres 
of  that  amount  located.  As  to  any  claims  existent  at  this  date  and 
that  may  come  under  the  provisions  of  this  act,  I  doubt  if  their 
acreage  will  exceed  10,000  acres  of  that  amount.  There  are  probably 
4,000  or  5,000  acres  that  will  eventually  go  to  patent,  that  seem 
fairly  certain  of  going  to  patent,  so  that  the  relief  provisions  of 
this  act  will  only  apply  to  6,000  or  7,000  acres  in  the  whole  of  Alaska. 
Now,  a  leasing  act  is  a  new  venture.  It  is  like  the  other  portions 
of  legislation  that  have  been  handed  to  us  in  the  last  10  years.  I  got 
off  of  a  launch  a  few  years  ago,  and,  as  I  was  going  uptown,  the 
captain  asked  me  to  tell  the  storekeeper  to  send  him  down  two  or 
Ihree  cans  of  "disagreeable"  eggs.  He  meant  desiccated  eggs — 
these  powdered  things  you  take  out  on  the  trail  with  you.  Gentle- 
men, all  of  our  legislation  has  been  desiccated  and  most  of  it  has  been 
disagreeable. 

The  Chairman.  Was  your  Alaskan  Railroad  legislation  pretty 
disagreeable — ^the  $40,000,000  appropriation? 
Mr.  FiNNEGAN.  No;  the  appropriation  was  very  agreeable. 
In  relation  to  the  general  act,  Mr.  Chairman,  we  are  satisfied  with 
the  provisions  of  the  House  bill  as  it  relates  to  acreage  and  as  relates 
to  the  time  in  which  you  can  act  under  the  permit.  We  believe  we  are 
entitled  to  a  greater  number.  I  have  been  a  member  of  the  oil  men's 
committee,  and  we  have  been  working  on  these  several  provisions  as 
suggested  by  you,  Mr.  Ferris,  for  the  past  week  and  a  half,  and  I  am 
violating  no  confidence  when  I  say  we  have  practically  agreed  on  the 
main  features  of  the  amendment  as  we  desire  them.  In  that  con- 
nection, I  am  going  to  offer  a  proviso  that  has  met  with  the  unani- 
mous approval  of  the  oil  men's  committee.  It  relates  solely  to  Alaska. 
With  your  permission,  I  will  read  it : 
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ALASKA   OIL   FBOVISO. 

Sec.  — .  That  any  occnpant  or  claimant  of  oil  or  gas  beartng  lands  In  the 
Territory  of  Alaslsa,  or  his  successors  or  assigns,  who  prior  to  withdrawal  had 
compiled  otherwise  with  the  requirements  of  the  mining  laws,  but  had  made 
no  discovery  of  oil  or  gas  In  wells,  and  who  prior  to  withdrawal  expended  not 
less  than  $500  In  Improvements  on  or  for  each  location,  shall  he  entitled  to 
proceed  with  development  work  and  perfect  title  to  such  claim  under  the  pn>- 
visions  of  the  mining  law  in  effect  at  the  time  it  was  Initiated :  Provided,  That 
tipon  relinquishment  or  surrender  to  the  United  States,  within  one  year  from 
the  date  of  this  act,  or  within  six  months  after  final  denial  or  withdrawal  of 
application  for  patent,  such  claimant  shall  be  entitled  to  a  lease  for  each 
asserted  mineral  claim  of  one  hundred  and  sixty  acres  or  less,  said  lease  or 
leases  to  be  conditioned  upon  the  payment  by  the  lessee  of  a  royalty  of  nnt 
more  than  one-eighth  of  the  oil  and  gas  extracted  and  saved  therefrom  after 
first  de<luctlng  from  the  gross  production,  such  oil  or  gas  as  may  be  use<l  in 
developing  and  operating  such  land,  and  otherwise  on  the  same  terms  and 
conditions  as  other  oil  and  gas  leases  granted  In  the  Territory  of  Alaska  under 

the  provisions  of  this  act. 

•         

The  Chairman.  Did  you  consider  the  advisability  of  putting  a 
limitation  on  the  acreage  in  there  ? 

Mr.  FiNNEGAN.  We  did,  Mr.  Chairman,  and  we  came  to  the  con- 
clusion we  would  put  no  limitation  on  it;  that  if  you  applied  it  to 
1  claim,  in  principle  it  was  the  same  as  if  a  man  had  10.  If  he  had 
spent  $500  on  1  claim  or  $5,000  on  10  claims  he  was  equally  entitled 
to  relief. 

In  addition  to  the  proviso  I  have  put  into  the  record,  we  also  de- 
sire a  provision  for  relief  similar  to  that  granted  under  section  17 
of  the  Senate  act,  which  relates  to  fellows  who  have  gone  out  on 
the  public  domain  and  made  their  locations  and  have  done  their 
assessment  prior  to  withdrawal,  but  who  since  withdrawal  have 
failed  to  keep  up  their  assessment  work.  It  was  a  practical  impossi- 
bility to  do  so  in  Alaska.  Our  oil  situation  was  this :  The  first  wells 
that  were  ever  drilled  in  the  Territory  were  drilled  around  1901 
and  1902,  and  there  was  a  great  boom  in  the  oil  industry  in  Alaska. 

However,  the  strike  in  the  Texas  field,  in  1903,  I  believe  it  was, 
dampened  their  ardor  considerably,  and  the  coming  in  of  the  Cali- 
fornia field  in  1904  killed  it.    A  very  slight  proportion  of  thos? 
locations  were  continued  in  force.    Then  came  the  hard  times  of 
1907  and  the  panic,  and  you  could  not  get  money  for  Alaska.    At  the 
time  of  the  withdrawal,  as  I  say,  I  do  not  think  there  were  over 
12,000  acres  of  the  public  land  under  location  in  all  Alaska.     Now, 
in  one  portion  of  the  field,  in  the  Cold  Bay  portion,  there  were 
existent  on  that  date  that  I  know  of  from  personal  knowledge  1^ 
claims.    They  were  constituted  in  this  way:  There  were  8  in  one 
group,  5  in  another,  and  3  individual  locations,  all  of  160  acres  each. 
or  a  total  of  about  3,000  acres.     And  they  are  the  only  locations  I 
know  of  in  that  field  existent  and  valid  at  the  date  of  the  with- 
drawal.    Now,  those  chaps  went  ahead  with  their  annual  assessment 
work  as  late  as  1911,  and  they  went  broke.    They  could  not  keep 
it  up.     It  meant  an  annual  expenditure  of  $1,600,  and  it  came  out 
of  one  man's  pocket,  and  he  could  not  do  it.     He  still  has  his  im- 
provements there  ready  to  go  ahead,  but  he  has  not  the  money  and 
has  not  been  able  to  get  it  since  then. 

Now,  in  relation  to  this  relief  measure  and  these  provisos,  T  have 
not  asked  the  Secretary  of  the  Interior  or  his  office  anything  in  rela- 
tion to  them.    I  have  gone  on  the  assumption  that  Congress  was 
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going  to  legislate,  and  I  have  taken  the  word  of  the  chairman  of 
the  committee  to  the  effect  that  we  should  formulate  what  our  de- 
sires were  and  not  what  we  might  be  able  to  get,  and  I  am  asking  for 
all  I  think  we  are  entitled  to,  and  I  know  we  will  not  get  any  more. 

The  Chairman,  That  is  safe. 

Mr.  FiNNEOAN.  Now,  as  to  the  royalty  as  it  relates  to  us  we  de- 
sire that  left  discretionary  with  the  Secretary  of  the  Interior,  and 
we  also  desire  the  acreago  left  discretionary. 

The  Chairman.  But  your  amendment  does  not  leave  either  one 
discretionary. 

Mr.  FiNNEGAN.  Not  more  than  one-eighth,  our  amendment  pro- 
vides. 

The  Chairman.  That  does  not  leave  him  any  discretion  to  go 
beyond  that. 

Mr.  FiNNEGAN.  No;  we  do  not  want  it  to  exceed  one-eighth,  but 
it  may  be  one-tenth  or  one-twentieth.  We  want  that  also  to  apply 
to  the  acreage. 

Miss  Rankin.  Do  you  prefer  acreage  to  the  geologic  structure? 

Mr.  FiNNEGAN.  No;  we  do  not.  We  are  going  to  confine  it  so  far 
as  Alaska  is  concerned  to  the  pool.    We  believe  that  is  a  better  term. 

The  Chairman.  Do  you  not  think  that  is  a  rather  circumscribed 
discretion  which  you  are  giving  to  the  Secretary  of  the  Interior? 
You  put  on  a  maximum  rate  and  an  unlimited  acreage. 

Mr.  FiNNEGAN.  No;  it  is  not  an  unlimited  acreage. 

The  Chairman.  Under  your  amendment  it  is  unlimited. 

Mr.  FiNNEGAN.  That  is  only  as  to  those  relief  features  and  they 
only  constitute  about  one-fourth  of  1  per  cent  of  the  total  oil  lands 
of  Alaska. 

The  Chairman.  Well,  in  so  far  as  it  relates  to  relief. 

Mr.  FiNNEGAN.  Yes;  about  6,000  acres  at  the  most. 

Mr.  Elston.  Is  that  in  the  hands  of  several  individuals  or  associa- 
tions, or  are  the  6,000  acres  in  one  ownership? 

Mr.  FiNNEGAN.  No;  it  is  scattered  all  over  in  two  fields.  The 
largest  acreage  I  know  of  in  any  one  hand  is  17  claims,  or  about  3,000 
acres. 

The  Chairman.  And  the  large  holdings  are  in  the  Katalla  field? 

Mr.  FiNNEGAN.  There  is  one  large  holding  in  the  Cold  Bay  field 
and  two  in  the  Katalla  field. 

The  Chairman.  With  no  production? 

Mr.  FiNNEGAN.  No  production  at  Cold  Bay. 

The  Chairman.  The  only  production  is  in  the  Katalla  field  ? 

Mr.  FiNNEGAN.  Yes,  sir. 

The  Chairman.  And  the  most  it  has  ever  run  has  been  about  60 
barrels  a  day  ? 

Mr.  FiNNEGAN.  Yes,  sir. 

The  Chairman.  And  it  is  a  gasoline  oil? 

Mr.  FiNNEGAN.  Yes,  sir. 

The  Chairman.  And  you  have  a  skimming  plant  whereby  you  take 
the  gasoline  flash  off  and  sell  the  residuum  to  the  boats? 

Mr.  FiNNEGAN.  To  the  local  men;  yes.  Our  market  for  years  to 
come  will  be  entirely  in  Alaska.  We  can  not  for  years  hope  to  com- 
pete with  the  outside,  I  do  not  believe,  although  we  may. 

Mr.  SuLZER.  You  stated,  Judge  Finnegan,  at  the  outset  of  your 
remarks,  that  you  were  perfectly  satisfied  with  the  provisions  of  the 
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House  bill  in  regard  to  area.  I  presume  you  meant  the  Senate  bill 
did  you  not  ?    The  House  bill  provides  for  640  acres. 

Mr.  FiNNBGAN.  I  made  a  mistake  when  I  said  that.  We  prefer 
the  2,560  acres  under  the  permit  and  under  the  lease,  and  we  have  not 
come  to  any  definite  agreement,  I  believe,  as  to  how  many  leases  we 
should  have.  The  Continental  Oil  men  desire  not  more  than  five 
in  each  State.  I  do  not  know  whether  we  will  ever  need  any  more 
in  Alaska. 

The  Chairman.  Who  are  the  Continental  Oil  people? 

Mr.  FiNNEGAN.  Those  in  Wyoming,  California,  and  the  dif- 
ferent  

The  Chairman.  You  refer  to  those  claimmg  oil  lands  in  those 
States? 

Mr.  FiNNEGAN.  Yes.  We  do  not  know  that  we  would  ever  need  any 
more,  but  we  would  prefer  that  that  feature  be  left  to  the  discretion 
of  the  Secretary  of  the  Interior. 

The  Chairman.  If  it  develops  that  they  are  left  with  one,  how 
many  do  you  think  Alaska  ought  to  have  in  the  legislation  ? 

Mr.  FiNNEGAN.  We  ought  to  have  five,  anyway. 

The  Chairman.  You  ought  to  have  five  times  as  many  as  the 
States? 

Mr.  FiNNEGAN.  No;  if  they  are  only  left  with  one,  then  we  ought 
to  have  at  least  five. 

The  Chairman.  And  if  they  have  5,  you  ought  to  have  25  ? 

Mr.  FiNNEGAN.  No  J  I  do  not  think  I  would  go  that  strong;  but 
I  take  this  as  the  basis:  An  oil  man  and  an  operator  has  said  that 
a  man  going  into  Alaska  ought  to  have  at  least  a  mmimum  of  25,000 
acres  to  stand  his  investment. 

Mr.  ]\L\YS.  2,500,  you  mean? 

Mr.  FiNNEGAN.  No,  25,000;  2,560  in  one  plat,  but  have  it  so  it  may 
be  extended  to  25,000  or  in  that  neighborhood.  Now,  the  idea  seems 
to  be  prevalent  that  this  leasing  bill  is  very  liberal  and  very  just 
and  very  decent.  I  can  not  conceive  of  it.  I  do  not  know  of  any 
leasing  proposition  that  strikes  me  as  being  liberal  on  the  part  of  the 
Government. 

Mr.  Raker.  Has  your  coal-leasing  bill  worked  admirably  up  there? 

Mr.  FiNNEGAN.  I  am  not  interested  in  the  coal,  Mr.  Raker. 

Mr.  Raker.  Then  I  will  not  ask  you  any  more  questions  on  that 
line. 

Mr.  FiNNEGAN.  Some  say  it  is  all  right  and  some  say  it  is  not 

Now,  in  relation  to  this  leasing  proposition,  Uncle  Sam  is  in  the 
same  identical  position  as  the  poker  player.  He  puts  out  his  stack 
of  chips  and  you  size  up  to  it,  and  after  you  draw  your  cards  and 
you  are  ready  to  bet.  Uncle  Sam  announces  to  you  that  he  has  the 
joker  in  his  hand  and  is  playing  it  wild,  in  the  shape  of  a  lease,  and 
that  even  if  you  win  the  pot  with  the  joker  in  his  hand,  he  is  going  to 
take  down  what  he  puts  in  the  pot  and  one-eighth  of  yours.  That 
is  way  the  leasing  proposition  strikes  me. 

The  Chairman.  You  are  not  in  favor  of  a  leasing  bill  at  all,  Mr 
Finnegan? 

Mr.  P^innegan.  I  am,  to  the  extent  that  it  gives  temporary  relief. 
but  I  am  not  familiar  enough  or  old  enough,  probably,  to  say  that  it 
will  not  be  a  success,  but  I  have  my  doubts. 


OIL  LEASING  LANDS..  759 

The  Chairman.  Is  it  not  true  now  that  you  can  not  get  any  patents 
the  way  you  are  working  under  the  placer  law  ? 

Mr.  FiNKEGAN.  I  say  we  have  to  take  something  like  this  for  this 
situation  temporarily. 

The  Chairman.  ISow,  let  us  get  right  down  to  brass  tacks.  You 
can  not  get  any  patent  now.  You  have  not  any  patents  and  you 
can  not  get  any. 

Mr.  Finneqan.  That  is  true  of  some  of  these  claims. 

The  Chairman.  Now,  is  it  not  up  to  you,  and  is  it  not  up  to  the 
oil  men's  committee,  and  is  it  not  up  to  all  of  us  to  get  the  best  bill 
we  can? 

Mr.  FiNNEOAN.  Yes;  that  is  the  only  theory  we  are  in  favor  of, 
because  even  though  you  opened  them  to-morrow,  under  our  placer 
act  it  would  be  inapplicable  to  us,  because  we  can  only  locate  40 
acres  a  month  under  our  placer  law  at  the  present  time. 

The  Chairman.  Is  it  not  true.  Judge,  that  the  placer  law  is  pretty 
well  in  the  discard,  so  far  as  it  applies  to  oil,  anyway  ? 

Mr.  FiNNEGAN.  I  am  not  familiar  with  the  practical  oil  operations. 

The  Chairman.  Does  not  all  the  legislation  and  all  the  litigation 
and  all  the  rulings  of  the  department  all  point  that  way,  and  have 
not  all  the  oil  men  who  have  been  trying  to  develop  oil  at  all  in  the 
States  come  to  that  conclusion? 

Mr.  FiNNEGAN.  I  understand  that  is  true. 

The  Chairman.  That  is  true,  and  this  committee  thrashed  all  of 
that  out  six  or  seven  years  ago.  It  is  useless  to  debate  the  question 
of  whether  we  will  have  a  leasing  law,  because  that  question  is  not 
here.    We  will  have  that  kind  of  law  or  none  will  be  passed. 

Mr.  FiNNEGAN.  That  is  true,  but  there  is  a  lot  to  be  said  on  the 
other  hand,  no  matter  what  kind  of  lease  proposition  you  get  through 
Congress,  because  its  ultimate  success  is  going  to  depend  on  the 
rules  and  regulations  promulgated  thereunder. 

The  Chairman.  Of  course  that  is  true. 

Mr.  FiNNEGAN.  It  depends  on  how  it  is  conducted.  We  are  6,000 
miles  away  from  headquarters;  we  would  have  to.applv  for  our 

Eermit  in  Washin^on  and  for  our  leases  in  Washington.  There  will 
e  red  tape  at  this  end  and  a  taxgatherer  at  the  other  end,  and 
whether  the  Government  will  get  anything  out  of  it  I  do  not  know. 
If  the  Secretary  of  the  Interior  and  the  heads  of  the  other  depart- 
ments would  appoint,  as  we  have  suggested,  commissioners  to  rep- 
resent the  departments  in  that  Territory  and  to  transact  this  busi- 
ness there,  and  have  a  court  of  appeals  there,  instead  of  making 
them  come  on  here  to  Washington,  we  could  get  along  much  better. 
The  result  now  is  interminable  delay  and  total  dissatisfaction. 

Now,  as  to  the  necessitv  for  this  act:  I  sav  to  vou  in  all  earnest- 
ness  and  candor  that  even  if  we  were  not  engaged  in  a  world-wide 
war;  if  we  were  not  trying  to  strain  every  resource  known  at  this 
time  in  that  war;  if  we  were  in  the  same  condition  that  we  were  in 
four  or  five  years  ago,  it  would  still  be  the  absolute  duty  of  Con- 
gress to  pass  some  relief  legislation  pertaining  to  the  oil  resources 
of  Alaska.  We  have  suffered  worse  than  any  country  on  the  globe 
from  mismanagement  and  maladministration. 

May  I  not  incorporate  this  also  in  the  record?  I  would  like  to 
incorporate  in  the  record  the  statement  that  in  the  last  12  years  the 
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Dominion  of  Canada  has  paid  a  bonus  to  oil  operators  in  that  ter 
litory  amounting  to  $2,500,000. 

The  Chairman.  To  do  what! 

Mr.  FiNNEGAN.  To  produce  oil  in  Canada. 

The  Chairman.  Is  that  by  the  barrel,  or  how  is  it  paid? 

Mr.  FiNNEGAN.  Their  figures  on  crude  petroleum  from  1905  to 
1916,  inclusive,  show  that  they  paid  in  bonuses  $2,537,012.  The  act 
on  the  subject  is  entitled  "  9-10  Edward  VII."  This  bonus  is  paid 
by  the  gallon  or  barrel.    It  is  63  cents  per  barrel. 

Mr.  Eaker.  Suppose  you  insert  that  statute  in  the  record. 

(The  statute  referred  to  is  as  follows:) 

9-10  Edwakd  VII. 

Chap.  46. — An  act  to  provide  for  the  payment  of  bounties  on  crude  petroleum. 

(Assented  to  4fli  May,  1010.) 

His  Majesty,  by  and  witli  the  advice  and  consent  of  the  Senate  r.nd  Hous^'"^ 
Commons  of  (Canada,  enacts  as  foUows: 

1.  This  act  may  be  cited  as  tlie  i)etroknnn  bounty  act,  1909. 

2.  The  governor  in  council  may  authori/.o  the  i)ayment  out  <»f  tlio  consctrKlai •>! 
revenue  fund  of  a  l>ounty  of  1^  cents  per  im]>erial  pailon  on  all  crude  petn»leuni 
having  a  specific  gravity  not  less  than  0.8235  at  60  decrrees  by  Fahrenheii"^ 
thermometer  i)roduced  from  wells  in  Canada  on  and  after  the  day  on  wW'^ 
this  act  comes  in  force,  the  said  bounty  to  be  paid  to  or  divi<leil  amonp^t  t> 
producers  of  the  petroleum,  the  owner  or  occupier  of  the  soil  through  whid 
it  is  mined  or  won,  or  such  such  other  person  interested,  or  injuriously  affe<*te^ 
by  the  mining  oi)erations  or  works,  as  the  governor  in  council  by  regulation 
approves. 

3.  The  minister  of  trade  and  commerce  shall  be  charged  with  the  administra- 
tion of  this  act  and  may,  subject  to  the  approval  of  the  governor  in  council 
malce  such  regulations  as  he  deems  necessary  respecting  the  pajment  of  sau' 
bounties. 

4.  Chapter  33  of  the  statutes  of  1907,  and  the  petroleum  bounty  act  l^^ 
chapter  52  of  the  statutes  of  1908,  are  repealed. 

STATEMENT  OF  MB.  DONALB  A.  McEENZIE,  WASHDTOTON,  D.  C 

The  Chairman.  Mr.  McKenzie,  state  your  residence  and  whom  you 
represent. 

Mr.  McKenzie.  Mr.  Chairman,  at  the  present  time  I  am  marocned 
in  Washington.  I  have  been  here  for  several  years  waiting  for  the 
bureaus  to  allow  us  to  develop  our  country,  but  my  legal  residence 
is  at  Cordova,  Alaeka.  I  represent  myself  only  in  this  matter.  Mr. 
Chairman  and  members  of  the  committee,  some  years  ago  a  verv 
prominent  Member  of  Congress  was  talking  with  me  about  the 
Alaska  coal  situation,  and  he  gave  me  a  little  advice.  He  said,  *'  I  am 
a  friend  of  you  Alaska  people;  I  know  that  you  are  getting  a  hard 
deal,  but  there  is  no  u?e  of  your  raising  Cain  and  kicking  about  i* 
now.  The  conservation  poison  has  been  spread  all  over  the  countn 
The  people  generally  do  not  understand  the  situation  in  Alaska. 
You  would  be  wasting  your  time  and  the  time  of  Congress  by  talk- 
ing about  it  now.  Wait  until  the  subject  is  better  understood  bj 
Congress  and  then  you  will  stand  some  show  for  relief."  It  seem'' 
to  me  that  the  time  has  come  and  Congress  should  now  understand 
that  something  must  be  done  to  revive  the  development  of  Alaska. 
The  Government  bureaus  liave  paralyzed  that  country.  That  dis- 
tinguished gentleman  from  Colorado,  Judge  Scott,  member  of  the 
supreme  court  of  that  State,  in  his  able  address  to  this  committee 
yesterday,  made  a  strong  plea  that  Uncle  Sam  keep  his  contract^ 
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with  the  western  coal  and  oil  claimants.  The  same  thing  is  needed 
in  Alaska.  Uncle  Sam  is  naturally  honest,  but  the  bureaus  do  some 
outrageous  things  in  his  name. 

The  bureaus  are  responsible  for  arresting  the  development  of 
Alaska.  Do  you  gentlemen  doubt  that  ?  If  you  do,  an  investigation 
will  prove  my  assertion  to  be  true.  That  is  where  the  trouble  lies; 
it  lies  with  the  bureaus.  The  bureaus  have  stopped  the  development 
of  Alaska;  they  have  not  only  tied  up  Alaska,  but  a  large  portion 
of  the  western  country,  and  you  should  put  a  crimp  in  them.  You 
must  give  us  back  the  democracy  of  Washington,  of  Jefferson,  and 
of  Lincoln.  That  is  an  inheritance  that  belongs  to  us,  and  you  have 
no  right  to  let  the  bureaus  take  it  from  us.  To-day  Alaska  is 
a  bureaucracy.  We  are  fighting  a  great  war  for  world  democracy — 
a  just  and  glorious  cause — yet  Alaska  is  a  bureaucracy  and  lacks 
much  of  being  a  benevolent  institution. 

Mr.  Raker.  Just  how  would  you  put  that  crimp  in  them? 

Mr.  McKenzie.  Judge,  I  do  not  know  of  anybody  who  is  bett:ir 
able  to  do  that  than  you  are.  You  have  the  ability  to  do  it,  and 
should  do  it. 

Mr.  Elston.  What  do  you  mean — ^to  put  a  crimp  in  the  country  ? 

Mr.  McKenzie.  I  mean  that  you  should  put  a  crimp  in  the  activities 
of  the  bureaus,  and  put  a  stop  to  their  assuming  administrative  and 
judicial  powers  that  the  laws  never  contemplated.  Congress  passes 
a  law  and  at  the  end  of  the  act  tacks  on  something  like  this,  ^*  that 
the  Secretary  of  the  Interior  shall  make  such  rules  and  regulations 
as  may  be  necessary  to  put  the  law  into  effect,"  or  something  like 
that.  That  is  all  the  bureau  needs.  They  take  that  last  clause  to 
mean  that  they  can  do  with  the  whole  bill  as  they  like,  throw  out 
all  that  does  not  suit  them  and  then  rig  it  up  according  to  their  no- 
tion. You  would  never  recognize  your  bill  after  they  get  through 
construing  it.  They  make  it  just  as  they  want  it,  no  matter  how  it 
is  written. 

I  have  no  direct  interest  whatever  in  oil  lands.  I  am  interested  in 
this  oil  legislation  in  a  general  way  as  are  all  Alaskans.  I  have  some 
mining  prospects  but  can  not  develop  the  property  profitably  until 
coke  or  oil  is  available  for  smelting  purposes.  The  ore  is  low  grade 
and  will  not  stand  the  expense  of  a  long  haul.  It  must  be  reduced  in 
the  vicinity  where  it  is  mined,  and  we  must  have  the  benefit  of  the 
local  oil  or  coal. 

If  I  develop  these  claims  I  will  have  to  look  somewhere  for  money 
in  order  to  finance  my  enterprise.  I  have  got  to  make  a  showing 
that  the  ore  can  be  handled  economically.  We  must  have  an  abun- 
dance of  coal  or  oil  for  smelting  and  refining. 

The  coal-leasing  act  passed  by  Congress  about  three  years  ago  has 
absolutely  fallen  down,  or  more  correctly  speaking,  I  should  say  that 
the  mining  bureau  has  thrown  it  down.  There  are  too  many  restric- 
tions in  the  act  to  start  with,  and  the  bureau  has  done  the  rest  with 
absurd  regulations.  They  have  fooled  away  about  three  years,  mak- 
ing rules  and  regulations  to  put  the  law  in  effect,  but  it  is  absolutely 
hopeless.  A  man  would  be  absolutely  crazy  to  take  a  lease  under  that 
law  with  the  mining  bureau's  regulations. 

I  hope  in  this  oil  bill  now  under  consideration  that  the  mistakes 
of  the  coal-leasing  act  will  be  eliminated.    We  can  handle  ore  with 


Dominion  of  Cnnndn  liii<;  paid  a  bonus  to  oil  operators  in  that  to- 1 
ritory  amounting  to  $2,500,000. 

The  Chairman.  To  do  what! 

Mr.  FiNNEOAN,  To  produce  oil  in  Canada. 

Tho  C'liAiBMAN,  Is  that  by  the  barrel,  or  how  is  it  paid? 

Mr.  Fi\s>:«;an,  Tlu'ir  figures  on  crude  i>etroIeuni  from  1905  vt  I 
191C,  inclusive,  sliow  that  they  paid  in  bonuses  $2,537,Oiy.  The  «c  I 
on  tho  subject  is  entitled  "  !>-10  Edward  VII."  This  bonus  is  ptU  I 
by  tl'.e  gallon  or  barrel.    It  is  63  cents  per  barrel. 

Mr.  Raker.  Suppose  ycu  insert  that  statute  in  the  record. 

(The  statute  referred  to  is  as  follows;) 
B-IO  Edward  VII. 
"H*p.  4n. — Ad  net  to  provide  for  the  payment  of  bounties  on  cmde  p^trolFiii 

;Assc,i1"iI   Ii>  4I1i   M;iv.  lilKl.l 

His  .Miilf-'tv.  I)v  iiiKl  with  (he  nilvlif  tiixl  i-onsnir  of  the  Sesiiiti?  i-nrt   Ho 
CoiiitiioiiK  ..r  I'lniMihi.  emicts  im  fnllowH: 

1.  This  jut  rwiy  h.'  iln-il  .is  (hi-  |ietr..h-mii  Ixiuiily  net,  1900. 

2.  The  Kiivorii.ir  in  (■■■umil  mii.v  mil  hurl/..-  Ilu-  imyitient  out  nf  th-  <-,>n-^i!i>la» 
rovi-niii>  finiii  cif  a  hcninty  .-f  1}  i-cdts  jht  1iii|mtIm1  eiillon  on  nil  cnuli'  pe-tmlexio. 
hnvliii;  n  kiiitIIU:  tfi-nvliy  not  I<>sh  IIi;iii  li.S-JS.")  ut  60  ilejirepw  hy  Kjilii-f  iiheii* 
thcniioini'ler  |>r<Hln<'i<(l  fr.iiii  \vi>ll4  in  Ciiniuln  on  iin<l  tifler  the  iliiv  on  whivt 
tills  m-t  I'oiiK's  In  fnnv.  <li«-  s<ii<1  Uinnity  In  lii>  l>iii<l  t»  or  (IIvI.UhI  uuioii^is^i  <li« 
pruilLiiirs  of  Mii>  iHMi'olciiin.  rhc  nnntr  or  o<'cu|iU>r  of  tlie  soil  Ihroiisti  wliirii 
it  Is  iiiliH'ii  or  won.  or  snc'h  siicli  ollipr  persnn  lnierest«l.  or  Injuriously  fifre*."teJ 
l>y  llic  iiilnlna  oiHTiiliuiiM  or  works,  ns  tiie  governor  in  council  by  refrularl''" 
npiirovt^. 

3.  Tlif  inlnlKttT  of  triulc  iinil  coniinine  simtl  ttc  diiiri^ed  with  ilip  ndniinis^m- 
tiim  of  tliU  iii't  nnil  imiy.  Hnlijoi't  to  the  upiiroval  of  the  Kovornor  In  count.^l-  ' 
nmk«  snch  reduintloiis  nw  ho  deenis  necessary  resitwtlnn  the  payment   of    su'ul  [ 
bountiful. 

4.  ('hnpter  83  of  the  statutes  of  1907,  ntid  tlie  petroleum  hounty  acC  190S. 
chapter  32  of  the  statutes  of  3!)08,  are  reiiealed. 

STATEMENT  OF  HB.  DONALD  A.  UoKENZIE,  WASHINGTOK,   D.   G. 

The  Chairman.  Mr.  McKenzie,  state  your  residence  and  whojn  you 
represent, 

Mr.  McKexzie.  Mr.  Chairman,  at  the  present  time  I  ain  marooned 
in  Washington.  I  have  been  here  for  several  years  waiting  for  tlia 
bureaus  to  allow  us  to  develop  our  country,  but  my  legal  residen^^^ 
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Mr.  Baker.  I  mean  by  that  there  will  not  be  legislation  on  this 
bill  providing  for  a  court  of  appeals. 

Mr.  McKenzie.  But  will  there  be  a  provision  in  the  bill  that  an 
appeal  can  be  taken  to  the  courts? 

Mr.  La  Follette.  There  could  be. 

Mr.  McKenzie.  That  is  an  essential  point,  to  my  mind;  otherwise, 
how  are  you  going  to  get  men  to  invest  the  hundreds  of  thousands 
of  dollars  necessary  to  develop  that  country 

Mr.  La  Follette.  It  would  be  a  salutary  provision. 

Mr.  McKenzie  (continuing).  If  they  have  to  depend  on  depart- 
ment rulings  altogether?  The  departments  are  not  infallible.  You 
will  admit  that.  These  Government  agents  are  not  always  right. 
They  can  not  always  be  right.  It  is  not  within  hiunan  possibility 
for  them  to  be  always  right. 

Mr.  Eaker.  So  you  will  not  be  on  the  record  wrong  and  in  order 
that  my  questio«  may  be  properly  understood,  whiK  you  are  not 
discussing  the  features  of  the  coal  and  oil  and  gas  bill,  you  are  try- 
ing to  present  to  the  committee  the  idea  that  there  ought  to  be  an 
amendment  placed  on  this  bill  to  give  the  parties  who  have  com- 
plaints against  the  action  of  the  various  departments  an  opportunity 
to  be  heard  by  a  properly  constituted  court  of  appeals? 

Mr.  McKenzie.  Just  the  same  as  though  the  Government  were  a 
private  owner;  yes.  Now,  about  the  royalty  that  is  to  be  charged 
in  this  bill.  I  would  just  like  to  say  a  word  about  that  and  then 
I  will  be  through.  I  do  not  believe  it  is  fair  that  the  United  States 
Government  should  collect  a  royalty  on  Alaska  oil  or  coal.  In  the 
first  place,  the  only  people  to  my  mind  who  are  entitled  to  a  royalty 
are  the  people  of  Alaska. 

We  need  money  to  build  our  wagon  roads,  to  run  schools,  and  all 
that  sort  of  thing,  and  to  build  public  buildings,  and  all  that.  Now, 
then,  the  community  certainly  ought  to  have  the  royalty,  but  when 
it  comes  to  the  Federal  Government,  I  do  not  think  the  Govern- 
ment should  collect  one  cent.  If  royalties  are  collected  by  the  Fed- 
eral Government  to  be  expended  for  the  benefit  of  Alaska  I  would 
not  complain ;  but  to  tax  our  resources  to  maintain  bureaus  of  ques- 
tionable benefit,  is  wrong.  I  understand  that  the  money  collected 
in  this  manner  is  all  thrown  into  the  big  pot  down  here — the  Treas- 
ury— and  then,  of  course,  it  goes  out  through  appropriations  after- 
wards. But  the  effect  is  the  same  as  though  it  were  collected  for 
the  direct  benefit  of  the  bureaus.  If  you  go  up  to  Alaska  along  in 
the  summer  you  will  find  the  steamboats  loaded  down  with  agents 
from  Washington.  Every  fellow  who  wants  a  summer  outing  hatches 
some  excuse  to  go  to  Alaska.  Congress  is  awfully  generous  to  those 
bureaus  and  does  not  kick  much  on  their  accounts,  so  they  come  in 
here  asking  for  appropriations  and  get  them.  A  friend  who  was 
traveling  to  Alaska  last  summer  on  a  good  sized  passenger  boat  told 
me  there  were  only  three  passengers  aboard  who  were  not  in  some 
way  connected  with  the  Government.  It  is  a  fine  trip,  and  I  do  not 
blame  the  boys  for  wanting  to  exchange  Washington  tor  Alaska  cli- 
mate in  the  summer  time. 

Mr.  Raker.  Now,  I  ordinarily  do  not  interrupt,  but  if  those  facts 
are  true  they  ought  to  be  investigated  and  they  ought  not  to  be  per- 
mitted to  expend  and  squander  the  public  money. 
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Mr.  McKenzie.  That  is  right. 

Mr.  Baker.  Now,  this  is  not  the  place  to  bring  out  generalities. 

Mr.  McKenzie.  No. 

Mr.  Baker.  If  you  have  any  concrete  case  wherein  men  in  tl» 
departments  are  grafting  from  the  Government 

Mr.  McKenzie.  I  do  not  call  that  graft. 

Mr.  Baker.  Let  me  finish  my  question.  You  ought  to  make  the 
charge  to  the  proper  committee  and  in  such  a  way  that  the  fellov 
can  be  run  down  and  put  out  of  the  department,  and  I  do*  not  fed 
myself  like  taking  up  time  with  something  that  is  not  applicable  to 
the  matter  before  the  committee. 

Mr.  McKenzie.  Just  one  word  there.  You  have  got  the  oppor- 
tunity of  doing  that  thing,  and  I  challenge  you  right  now,  Mr.  Con- 
gressman, to  go  to  work  and  investigate  the  expense  accounts  of  this 
Alaska  business  in  all  these  departments — ^the  Agriculture,  the  In- 
terior, and  the  other  departments — and  I  think  you  will  be  astonished 
when  you  find  out  how  much  it  is  costing  every  year  for  travel 
between  Washington  and  Alaska. 

Mr.  Baker.  So  you  may  have  a  full  and  clear  hearing;  you  haye 
never  reported  this  matter  to  the  Committee  on  Expenditures  in 
these  various  departments,  have  you  ? 

Mr.  McKenzie.  No,  sir.  Let  me  finish  my  statement.  I  would  like  to 
talk  to  the  committee,  man  to  man,  for  a  minute  without  being  re- 
stricted. Coming  back  to  the  question  of  royalty :  If  Congress,  or  its 
committees,  both  the  Houes  and  Senate,  would  go  to  Alaska  and  look  it 
over,  study  the  country  and  the  bureau  system  of  government.  I 
would  be  willing  to  pay  royalty  or  tax  for  this  purpose.  But  thej 
bureaus  will  not  let  you  do  that.  They  want  to  peddle  all  information 
to  you  themselves.  The  bureaus  have  well-equipped  publicitv  bu- 
reaus. If  you  will  investigate  a  bureau,  you  will  find  some  fellow 
booked  as  a  clerk  whose  business  it  is  to  supply  the  newspapers  with 
bouquets  to  be  given  his  particular  department  or  bureau.  They  do 
not  want  Congress  or  its  committees  to  gather  information  for  them- 
selves. All  bureaus  are  opposed  to  congressional  investigations,  and 
they  know  how  to  head  them  off.  As  soon  as  anybody  begins  to  talk 
about  making  these  investigations  of  Alaska  the  bureaucrats  will 
hollow  "junket."  I  have  found  that  Congressmen  are  exceedinglj 
sensitive  over  the  word  "  junket."  They  do  not  like  to  be  accused  of 
it,  and  they  quit.  The  bureau  boys  then  take  the  junketing  trips 
themselves.  You  are  legislating  for  Alaska,  but  do  not  know  much 
about  us.    You  see  us  through  bureau  eyes. 

I  have  said  a  lot  that  I  perhaps  should  not  have  said,  and  I  want 
you  to  overlook  some  of  the  rough  statements  I  have  made.  Just 
take  my  good  intentions,  even  if  my  words  have  been  a  little  off.  I 
have  said  nothing  about  the  War  Department.  Gen.  Richardson  has 
done  splendid  work  in  building  wagon  roads  and*  trails,  making  it 
possible  to  settle  many  sections  of  Alaska  that  without  the  roads 
would  remain  a  howling  wilderness. 

(Thereupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  until 
Monday,  February  25, 1918,  at  10  o'clock  a.  m.) 
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CoiuirrrEE  on  the  Public  Lands, 

House  of  Representatives, 
Monday^  February  25, 1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  come  to  order.  I  believe  we 
are  to  hear  Mr.  Titus  this  morning. 

Mr.  Kaker.  Before  Mr.  Titus  begins  I  would  like  to  submit  a  tele- 
gram from  the  oil  organizations  in  California  stating  that  Mr.  Titus 
is  representing  that  entire  situation  and  has  full  credit  to  represent 
the  oil  situation  in  California,  and  I  will  insert  that  in  the  record  if 
there  is  no  objection. 

Tlie  CHAIB3IAN.  Without  objection  it  is  so  ordered. 

The  telegram  referred  to  follows : 

Los  Anoeixs,  Cal.,  January  25, 1918. 
Hon.  .T.  E.  Rakeh, 

Home  of  RcprescntativcB,  WasJUngton,  D.  0. 

We  beg  to  advise  that  Mr.  Louis  Titus,  Westory  Building,  Washington,  D.  0., 
bas  full  authority  to  act  for  this  chamber  in  connection  with  the  oil  land 
leasing:  bill  and  amendments  which  m«y  be  submitted  thereto.  Mr.  Titus  is 
fully  informed  as  to  the  needs  of  the  California  oil  industry  and  we  believe  it 
would  be  to  your  advantage  to  keep  in  dose  touch  with  him. 

Chaubeb  of  Mines  akd  Oil. 

STATEMENT  OF  LOUIS  TITITS,  OF  SAN  FSANCISCO,  GAL.,  SEPSE- 
SENTING  YABIOTrS  OIL  INTEBESTS  IN  THE  STATE  OF  CAU- 
FOBNIA. 

The  Chaibman.  Mr.  Titus,  is  this  the  provision  that  you  and  your 
associates  advocate  as  the  relief  that  ought  to  go  into  the  bill? 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  Don't  you  think  it  should  go  into  the  record  at 
this  point? 

Mr.  Titus.  I  am  quite  willing  to  have  it  go  in. 

The  Chairman.  Then  without  objection  it  is  so  ordered. 

(The  paper  referred  to  follows:) 

CALIFORNIA  AND  WYOMING  AMENDMENT  OFFERED  IN  LIEU  OF  TitE  RELIEF  PROVISIONS 
FOUND  IN  THE  PROVISO  TO  SECTION  12  OF  HOUSE  DILL.  SECTION  16  OF  SENATE 
BIIX,  AND  THE  DEPARTMENT   SUBSTITUTE. 

Provided,  That  upon  reUnquIshment  or  surrender  to  the  United  States  within 
six  months  from  the  date  of  this  act,  or  within  six  months  after  final  denial  or 
withdrawal  of  application  for  patent  by  any  locator  or  his  successor  In  Interest, 
of  his  or  their  claim,  or  any  subdivision  thereof,  to  any  unpatented  oil  or  gas 
land  Included  In  an  order  of  withdrawal  upon  which  claim  there  has  been 
drilled  prior  to  the  date  of  this  act  one  or  more  producing  oil  or  pas  wells, 
and  which  claim  was  asserted  and  occupied  prior  to  July  3,  1910,  the  Secretary 
of  the  Interior  is  directed  to  lease  to  such  locator  or  his  successor  in  interest 
the  said  land  so  relinquished  at  a  royalty  of  one-eighth  of  all  the  oil  and  gas 
produced  and  saved  therefrom  after  first  deducting  from  the  gross  production 
such  oil  or  gas  as  may  be  used  in  developing  or  operating  said  land.  Such 
leases  shall  be  for  a  period  of  20  years,  with  the  preferential  right  in  the  lessee 
to  renew  the  same  for  succeeding  periods  of  10  years,  and  shall  be  upon  such 
other  reasonable  terms  and  conditions  as  the  Secretary  of  the  Interior  may  pi*e- 
scribe  under  appropriate  rules  and  regulations:  And  provided  further.  That 
such  lessee  shall  first  pay  to  the  United  States  an  amount  equal  to  one-eighth 
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• 
In  value  of  all  the  oil  and  gas  produced  and  saved  from  such  leased  laad  prior 
to  the  date  of  such  lease  at  the  current  field  price  at  the  time  of  prodnctioo, 
after  first  deducting  from  such  gross  production  such  oil  or  gas  as  may  hm 
been  used  in  the  development  or  operation  of  such  land :  And  provided  further, 
That  no  person  who  has  been  guilty  of  fraud  in  the  location  of  such  oil  or  p? 
bearing  lands  shall  be  entitled  to  the  benefits  of  this  section,  nor  slmll  hu 
assignee  or  successor  iu  Interest  or  lessee  be  entitled  thereto  unless  he  affinna- 
tively  shows  that  prior  to  the  passage  of  this  act  he  acquired  or  leased  such 
lands  in  good  faith  for  a  valuable  consideration  and  without  actual  knowlwlce 
of  such  fraud :  And  provided  further^  That  the  provisions  of  this  section  shall 
be  applicable  in  all  cases  provided  for  herein,  including  cases  where  court  ac- 
tions have  been  heretofore  commenced,  or  may  hereafter  be  commenceil  by  \k 
United  States  Government  affecting  the  title  to  such  lands  or  the  pn>luct 
thereof,  and  in  cases  where  all  or  any  portion  of  the  money  realized  from  (C 
or  gas  produced  and  save<l  from  such  land  shall  be  Impounded,  either  in  iIh 
hands  of  a  receiver  or  otherwise,  that  upon  the  Issuance  of  such  lease  siuli 
impoundeil  money  shall  be  distributed  to  the  United  States  and  to  said  le^jw 
in  the  proportion  herein  set  forth  for  the  division  of  the  proceeds  of  oil  or  ?:.^ 
produced  and  saved  prior  to  the  date  of  such  lease,  but  nothing  in  this  stMii". 
shall  affect  existing  suits  between  existing  claimants  in  which  the  Unire. 
States  is  not  a  party :  Provided,  hotrcver.  That,  in  order  to  assist  in  the  pr'> 
duction  of  oil  to  meet  the  present  emergency  pending  the  final  determination -^l 
a  right  to  a  patent  to  any  oil  or  gas  lands,  or  the  actual  granting  of  a  Imn? 
upon  oil  or  gas  lands,  as  herein  provided,  the  Secretary  of  the  Interior  is  here'\r 
authorized  to  permit  increased  production  of  oil  under  the  terms  of  agreement 
authorized  under  the  provisions  of  the  act  approved  August  25,  1914,  which  ait 
is  hereby  continued  in  force  for  such  purpose. 

You  may  proceed  Mr.  Titus. 

Mr.  Titus.  Mr.  Chairman  and  members  of  the  committee,  I  repre- 
sent 80  oil  companies  in  the  State  of  California  interested  in  relief: 
also  the  Chamber  of  Oils  and  Mines,  of  Los  Angeles,  and  myself. 

I  hope,  gentlemen,  to  confine  my  remarks  entirely  to  the  relief  pro- 
visions of  this  matter,  as  found  in  the  proviso  in  section  12  of  the 
House  bill,  section  16  of  the  Senate  bill,  and  the  department  !^ub>ti- 
tute,  as  it  is  called,  which,  I  understand,  is  offered  as  a  substitute  for 
the  relief  provisions  of  the  bill.  The  reason  I  shall  confine  my 
remarks  to  the  relief  provisions  is  because  I  am  satisfied  that  the 
relief  provisions  are  more  important  than  all  the  rest  of  the  bill 
together.  Especially  is  that  true  in  California.  Why,  in  CalifornM 
we  have  more  proven  oil  lands  tied  up  in  litigation  with  the  UniteJ 
States  Government  than  are  known  to  exist  in  the  whole  State  of 
Wyoming.  We  have  more  production  on  land  that  is  tied  up  in  liti- 
gation than  the  entire  State  of  Wyoming  produces  at  the  present 
time;  seme  of  the  very  richest  land  in  California — in  fact,  all  of  it 
that  is  tied  up  is  very  high  class  and  higlily  productive  oil  Ian<i' 
And  this  is  a  matter  not  only  of  interest  to  California  but  is  of  vitai 
interest  to  the  entire  Pacific  coar-t  and  also  to  the  Nation  as  well. 
The  industries  of  five  great  States  and  two  Territories,  Hawaii  ami 
Alaska,  are  absolutelv  dependent  upon  an  increased  production  of  o:i 
in  California.^  The  industries  of  6,000,000  people  of  this  Nation  are 
at  stake  in  this  bill. 

We  are  in  a  critical  condition  on  the  Pacific  coast.  We  have  in 
California  no  coal.  All  of  our  industries  depend  upon  oil,  and  that 
oil  reaches  out  for  many  miles,  in  many  directions.  They  can  not 
raise  sugar  in  the  Hawaiian  Islands  without  the  oil  from  California. 
They  can  not  catch  salmon  or  pack  them  in  Alaska  without  the  oil 
from  California.  They  can  not  mine  copper  in  Arizona  withotit 
the  California  oil.    The  silver  mines  and  other  mines  of  >evaaa 
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are  run  with  California  oil,  and  in  Oregon  and  Washington  to  a 
large  extent  even  the  lumber  business  is  dependent  upon  California 
oil,  and  the  great  shipbuilding  industry  there  is  also  dependent 
upon  it. 

Now,  when  I  speak  of  the  shipbuilding  industry  on  the  Pacific 
coast  let  me  call  your  attention  to  the  fact  that  the  shipyards  of  the 
Pacific  coast  in  this  emergency,  strange  as  it  may  seem,  are  turning 
out  more  ships  than  all  the  yards  on  the  Atlantic  coast  put  together. 
Every  ship,  practically,  that  comes  into  the  harbor  of  San  Francisco 
bums  oil.  All  the  railroads  on  the  Pacific  coast  burn  oil.  Every 
apartment  house  and  every  hotel  in  the  entire  State  of  California 
is  heated  with  oil,  and  every  factory  uses  oil  for  fuel.  In  fact,  the 
vital  industries,  the  commercial  life,  the  very  existence  of  that  entire 
part  of  this  country  is  dependent  upon  the  oil  from  California. 

Now  we  are  facing  a  shortage ;  we  have  been  facing  a  shortage  for 
more  than  two  years.  We  are  running  behind  38,000  barrels  every 
day — every  day  38,000  barrels  less  than  we  had  the  day  before'. 
And  this  situation  is  so  critical,  and  it  has  not  been  brought  out 
to  this  committee  as  I  think  it  should  have  been  brought  out  or  as 
we  have  had  the  opportunity  to  bring  it  out,  that  I  want  to  read  just 
a  slight  extract  from  the  testimony  of  Mr.  Edward  L.  Doheny,  given 
before  the  Public  Lands  Committee  of  the  Senate  in  June  of  last 
year,  when  this  same  bill  was  there  up  for  consideration.  Mr. 
Doheny,  as  you  know,  is  one  of  the  largest  oil  producers  in  the 
world;  he  is  a  member  of  the  Committee  on  National  Defense,  and 
a  man  with  no  interest  in  this  legislation  whatever,  except  that  his 
financial  interest,  as  it  appears,  would  be  furthered  if  you  do  not 
pass  any  legislation. 

Now,  with  that  preliminary  statement,  let  me  read  just  a  few  lines 
of  what  Mr.  Doheny  says : 

When  asked  by  Mr.  Baruch  wluit  ro'rions  I  thought  shimld  be  tlirown  open 
for  development,  I  answered  that  I  thonsht  any  place,  no  matter  to  whom  it 
belonged,  whether  to  a  private  individual,  a  corporation,  or  the  Government, 
that  would  produce  oil  in  t'le  greatest  quantity  with  respect  both  to  the 
amount  of  time  and  money  invested.  Those  should  be  the  first  places  devel- 
oped. •  ♦  ♦  I  think  that  fn  this  emergency  if  there  is  any  spot  in  the  United 
States,  or  any  number  of  spots,  whethc^r  they  belong  to  a  private  Individual,  a 
corporation,  the  Standard  Oil  or  other  compnny,  that  will  produce  more  rap- 
idly than  a  place  that  I,  for  instance,  am  developing,  my  attention,  or  the 
attention  of  others,  should  be  called  to  it,  and  we  should  be  urged  In  every 
way  possible  to  d;»velop  the  land  that  will  yield  the  largest  amount  of  oil,  con- 
Bldering  tlie  amount  of  time  and  material  used. 

I  want  to  say  that  the  use  of  oil  in  this  emergency  is  going  to  be  more  vital 
to  the  interests  of  this  country  than  any  other  caie  thing.  The  papers  are 
telling  about  an  appropriation  of  $600,000,000  for  aeroplanes.  You  must  bear 
In  mind  that  you  can  not  move  an  aeroplane  one  foot,  unless  you  push  It, 
without  gasoline.  It  takes  about  12  or  14  barrels  of  the  average  oil  to  pnxluce 
one  biirrel  of  gasoline.  To  run  100,000  machines  at  even  one  gallon  per  day, 
considering  that  they  may  be  idle  nine-tenths  of  the  tim.e,  will  take  about 
30,000  barrels  of  oil  a  day ;  and  that  is  in  addition  to  what  we  use  now.  I  am 
just  mentioning  this  to  show  why  I  think  that  this  committee,  If  It  has  any 
power,  should  require  any  individual  or  corporation  to  put  at  the  service  of 
the  Nation  any  lands  that  will  produce  oils  more  rapidly,  and  It  should  stop 
the  use  of  casing  on  lands  that  will  produce  only  a  small  amount  of  oil, 
wherever  those  hinas  are,  if  the  fact  is  known  to  this  committee.  I  suggest 
that  that  power  should  be  used  as  to  those  lands  because  of  the  peril  to  the 
Nation.  You  have  got  to  have  oil.  Oil  to-day  Is  the  essential  of  this  war. 
You  can  not  move  without  oil  In  these  days.    You  need  It  for  the  aeroplanes, 
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for  the  motor  trucks,  for  the  submarines,  for  the  boats  that  chase  the  sub- 
marines, and  eventually  and  finally  you  need  It  for  the  warships  themselves 
They  all  need  gasoline;  they  can  not  start  to  work  without  it.  If  you  start 
with  gasoline,  why,  that  comes  out  of  the  crude  oil,  and  that  crude  oil  comes 
out  of  the  ground. 

Then  again  he  says,  in  answer  to  a  question  by  Senator  Walsh,  as 
follows : 

Senator  Walsh.  What  part  of  the  oil  fields  of  California  could  be  made  id«>»i 
pro<luctlve  speedily? 

Mr.  DoHENY.  That  is  a  direct  question  that  I  was  In  hopes  would  not  be  asknl 
of  me,  because  I  have  better  evidence  on  that  subject  than  I  really  care  to  give. 
I  do  not  want  to  have  it  appear  that  I  have  any  particular  interest  in  seeing  anj 
particular  portion  of  the  country  opened  up.  I  do  know  that  there  are  sma'l 
land  reserves  on  the  eastern  edge  of  the  Maricopa  district  in  the  western  Keni 
County  district,  or  field,  that  promise  great  results  from  development.  I  have  a 
piece  of  land  in  the  midst  of  it,  and  if  those  lands  are  not  developed,  I  expect 
to  get  a  maximum  pressure  on  the  wells  on  my  lands  for  many  years.  So,  yoa 
see,  I  am  Immensely  interested  in  seeing  that  those  particular  lands  are  not 
opened  up. 

Senator  Walsh.  That  Is  from  a  pecuniary  standpoint? 

Mr.  DoHENY.  Yes,  sir.  I  have  great  confidence  that  the  territory  known  as 
Naval  Reserve  No.  2  will  be  highly  productive  of  oil. 

Senator  Walsh.  Within  the  reserve  area  you  own  a  section  of  land? 

Mr.  DoHENY.  I  own  a  part  of  a  section  of  school  land — a  school  section— 
which  the  Government  does  not  own. 

That  is  section  16,  down  in  the  lower  part  of  that  map,  which  Mr. 
Doheny  owns  a  portion  of,  and  on  which  he  says  that  if  the  surround- 
ing  land  is  not  opened  up  he  expects  to  get  the  maximum  pressure  for 
many  years. 

Then,  again,  I  want  to  read  a  line  from  the  testimony  of  Mr.  Mark 
Requa  on  this  same  subject  before  the  same  committee.  Mr.  Requa  k 
now  oil  administrator  for  the  Government.  Speaking  of  the  South- 
em  Pacific  and  their  needs  he  said : 

Their  consumption  approximates  40,000  barrels  a  day.  If  you  will  translate 
that  Into  coal,  you  will  get  somewhere  In  the  neighborhood  of  12.000  tons  of  coal 
per  day.  I  do  not  Icnow  how  or  where  the  Southern  Pacific  could  supply  it*lf 
with  12,000  tons  of  coal  a  day  at  the  present  time.  All  of  their  old  facilities  n>r 
handling  coal  have  been  discarded.  They  are  equipped  for  handling  nothing  but 
oil,  and  unless  they  can  find  some  means  shortly  of  replenishing  their  oil  stock? 
I  think  there  is  a  grave  question  as  to  what  is  going  to  happen. 

A  little  further  along  he  used  this  rather  startling  language: 

My  o\^Ti  belief  is  that  unless  some  action  is  taken  permitting  drilling  upoc 
the  lands  now  in  dispute,  there  will  be  an  oil  famine  on  the  Pacific  coast,  which 
will  be  nothing  short  of  a  paralysis  of  the  commerce  of  the  coast. 

Now,  that  testimony  comes  from  the  man  best  qualified  to  testify- 

Mr.  Raker.  When  was  that  given? 

Mr.  Titus.  It  was  given  just  last  June. 

Mr.  Baker.  And  it  turned  out  to  be  practically  true. 

Mr.  Titus.  It  was  true  at  that  time;  it  is  more  true  now.  Wc  fl« 
right  on  the  edge  of  a  disaster.  We  are  on  the  brink  of  a  precipice 
while  we  are  talking  here  and  while  this  litigation  goes  merrily  on. 

Now,  the  general  leasing  bill — the  general  features  of  the  leasing 
bill,  allowing  permits  to  be  taken  out  and  allowing  operatore  to  p> 
upon  the  public  lands  and  seek  for  oil  is  of  no  interest  to  California. 
There  isnx  any  such  land  there  that  we  know  anything  about  As 
an  oil  operator  I  would  not  know  where  to  go  to  take  out  a  permit  on 
the  public  lands  with  the  expectation  of  getting  oil.     lou  kno^ 
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California  is  old  in  the  oil  business.  Up  until  last  year  I  think  it 
produced  more  oil  than  any  other  State  in  the  Union,  and  it  pro- 
duced more  than  one-third  of  all  the  oil  produced  in  the  United 
States.  Last  year  Oklahoma  exceeded  us  slightly,  but  if  you  open 
up  this  land  I  am  quite  sure  we  will  be  in  first  place  again.  How 
ever  that  may  be,  what  I  want  to  say  is  this:  Calif ornians  are  a 
race  of  prospectors.  They  are  wildcatters ;  they  are  miners  and  they 
have  been  particularly  keen  in  searching  out  the  desert  places  and 
waste  places  to  find  oil,  and  that  has  been  done  in  the  past.  The 
smell  of  petroleum,  the  tang  of  petroleum  is  in  their  nostrils,  and 
they  have  been  eager  to  find  these  places ;  so  eager  in  the  past  that 
we  do  not  now  know  where  we  can  go.  So  that  if  we  are  going  to 
get  any  increased  production  in  California,  don't  think  for  a  minute 
that  we  are  going  to  get  it  under  the  general  terms  of  the  bill,  be- 
cause we  are  not.  It  must  come  from  the  land  which  is  now  in  dis- 
pute, if  it  comes  at  all. 

Now,  with  that  preliminary  statement,  let  us  see  what  the  prior 
position  of  Congress  has  been  on  this  question.  This  is  not  a  new 
story  to  you.  Four  years  ago  I  appeared  here  before  this  committee 
with  other  men  from  California.  At  that  time  we  had  no  oil  short- 
age. We  had  an  abundance,  a  surplus  of  oil.  We  were  producing 
more  oil  four  years  ago  than  we  knew  what  to  do  with,  but  we  ap- 
peared before  this  committee  advocating  the  same  relief  provisions 
that  we  are  advocating  now,  because  we  said,  "  We  are  in  trouble  in 
California ;  we  are  tied  up  with  litigation ;  we  don't  know  where  we 
stand;  we  are  being  prosecuted  by  the  Government  and  we  are  being 
bankrupted  and  we  ask  you  in  all  fairness  to  give  us  such  measure 
of  relief  as  you  in  your  judgment  think  we  ought  to  have."  Now, 
you  responded  to  that.  The  Secretary  of  the  Interior  presented  a 
letter  to  you  in  which  he  said :  "  These  gentlemen  may  have  been  mis- 
taken aI>out  their  legal  rights.  Whether  they  were  or  not  we  can 
only  determine  at  the  end  of  long  litigation.  But  even  so,  if  they 
were  mistaken  about  their  technical  rights,  they  have  developed  this 
land  in  good  faith,  and  you  should  grant  them  some  measure  of 
relief."  It  Tvas  at  that  time  the  Secretary  of  the  Navy  appeared  in 
person  before  you.  He  was  flanked  by  admirals  on  either  hand,  and 
he  made  his  appeal  to  you  not  to  grant  any  relief.  Notwithstanding 
that,  this  committee  voted  unanimously — there  was  no  minority  re- 
port— in  any  event,  the  committee  voted  unanimously  to  give. us 
relief.  It  was  sent  to  the  House  of  Representatives,  and  the  House 
passed  the  bill.  It  went  over  to  the  Senate  and  hearings  were  held 
before  the  Senate  committee.  The  Secretary  of  the  Navy  again 
appeared  and  opposed  the  bill.  Notwithstanding  that,  the  Senate 
committee  voted  us  relief.  The  Senate  passed  a  relief  bill,  but  the 
bill  failed  in  conference  in  the  last  days  of  the  session  of  that  Con- 
gress and  never  became  a  law.   That  was  done  after  full  hearings. 

Two  years  later  this  committee  again  took  up  the  matter  and 
again  voted  us  the  same  relief,  and  again  it  passed  the  House  of 
Representatives.  Then  we  went  to  the  Senate  last  year,  and  the 
Senate  committee  had  the  fullest  of  hearings.  The  Secretary  of  the 
Navy  again  appeared  in  person  and  opposed  relief  again.  That 
time  the  Attorney  General  came  to  his  assistance.    The  Attorney 
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General  came  himself  before  the  Senate  Committee  on  Public  Land? 
and  made  his  argument  why  we  should  not  have  relief ;  and  ih 
committee  overruled  him,  reported  in  favor  of  relief,  and  the  Senate 
passed  the  bill.  And  all  this  time  the  Secretary  of  the  Interior,  in 
opposition  to  the  Secretary  of  the  Navy  and  the  Attorney  Gonenl. 
was  advocating  this  relief.  Both  Houses  of  Congress  have  t^^iw 
voted  relief.  The  Senate  has  voted  it  twice;  the  House  of  Repre- 
sentatives has  voted  it  twice,  and  yet  it  is  not  a  law. 

Now  we  come  before  you  and  we  have  what  is  called  the  depart- 
ment's substitute  for  this  relief.  It  comes  here  apparently  with  the 
recommendation  of  the  three  Cabinet  officers.  We  are  asked  to  put 
aside  this  child  of  our  thought  and  our  effort,  of  our  care  and  oiir 
study,  and  we  are  asked  to  adopt  this  foundling  that  has  b?en  left 
on  our  doorstep,  of  an  uncertain  parentage.  We  do  not  know  j'H 
where  this  comes  from,  but  the  three  departments  apparently  recom- 
mend it.     Now  I  want  to  analyze  that  substitute. 

The  Secretary  of  the  Interior  writes  a  letter  in  which  he  call^ 
attention  to  the  fact  that  he  has  previously  recommended  to  this 
committee  that  we  be  given  relief.  He  does  not  take  any  of  thai 
back — not  at  all.  He  says  nothing  about  this  substitute  at  all  al)>o- 
lutely  not  one  argument  in  favor  of  it;  but  at  the  end  of  his  letter 
he  says,  "  I  recommend  that  you  adopt  this  substitute." 

Well,  comment  is  superfluous.  We  know  why  the  Secretary  of 
the  Interior  set  aside  the  clear-listing  decision  in  the  Honolulu  a^ 
after  he  had  refused  to  set  it  aside  for  months  and  months.  The 
correspondence  is  all  a  matter  of  record.  I  am  not  saying  anythinJ! 
to  you  that  is  not  in  the  record,  and  you  can  read  it  yourselves.  If 
you  will  look  at  the  hearings  before  the  Naval  Affairs  CommiUeeof 
the  Senate  you  will  find  the  correspondence  between  the  Attorney 
General  and  the  Secretary  of  the  Interior  set  out  there  in  full  on  the 
Honolulu  case,  and  how  the  Secretary  of  the  Interior  was  practically 
forced — and  I  use  that  word  with  all  responsibility  because  the  corre- 
spondence shows  it — the  Secretary  of  the  Interior  finally  was  prac- 
tically coerced  into  setting  aside  that  decision. 

Mr.  SiNNOTT.  By  whom  was  he  coerced? 

Mr.  Titus.  Well,  I  do  not  want  to  get  into  an  argument  of  that 
kind,  but  there  is  the  correspondence.  It  is  all  a  matter  of  record. 
The  correspondence  is  between  the  Attorney  General  and  the  Secre- 
tary of  the  Interior;  and  the  Secretary  of  the  Interior  for  monte 
refused — letter  after  letter — refused  to  set  aside  this  decision  which 
he  had  made  after  a  full  hearing.  Finally,  when  the  last  letter 
comes  from  the  Attorney  General,  he  sets  it  aside. 

So  I  say  that  we  must  not  consider  that  the  Secretary  of  the  Int^ 
rior  really  believes  that  this  substitute  ought  to  be  passed.  For  four 
solid  years  he  has  been  telling  you  something  else. 

Now  I  come  to  the  Secretary  of  the  Navy.  The  Secretary  of  the 
Navy  does  not  approve  this  legislation  at  all.  Let  me  read  his  letter 
before  you.  He  says  in  effect,  "  I  object  to  any  legislation;  I  do  not 
want  any  legislation,  but  if  I  have  to,  I  will  grudgingly  accept  this 
substitute." 

That  is  exactly  what  the  Secretary  of  the  Navy  says  about  it.^  ^^^ 
that  it  really  hasn't  the  commendation  of  the  Secretary  of  the  Navy- 
Just  to  show  you  what  the  Secretary  of  the  Navy  says,  so  that  I  may 
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convince  you  that  I  am  quite  correct  about  this,  I  would  like  to  read 
the  last  sentence  of  his  letter : 

It  is  as  a  compromise,  and  only  as  a  compromise,  that  I  would  feel  that  I 
could  assent  to  the  provisions  of  this  substitute. 

Does  he  recommend  it  ?  Not  at  all.  He  says,  "  I  assent  to  it  only 
IS  a  compromise."  Grudgingly,  reluctantly  he  assents  to  it.  It  has 
DO  approval  from  the  Secretary  of  the  Navy. 

The  Chairman.  Of  course,  what  you  are  saying  is  true;  but  in  the 
interest  of  the  record  I  think  it  ought  to  be  stated,  Mr.  Titus,  that  the 
Secretary  of  the  Navy  was  not  in  favor  of  any  relief  at  all,  and,  of 
course,  the  Secretary  of  the  Interior  was  farther  toward  you  people, 
and  that  this  compromise  was  a  halfway  ground  between  the  two. 

Mr.  TiTus.  What  I  have  tried  to  say  is  that  the  Secretary  of  the 
Navy 

The  Chairman  (interposing) .  He  disapproved  of  this  because  he 
thinks  it  is  too  much  relief. 

Mr.  Titus.  Yes;  he  doesn't  believe  in  giving  us  any  relief.  He 
says,  "  I  accept  this,"  but  he  does  it  reluctantly  and  only  because  he 
feels  that  he  must  do  something.  So  I  am  trying  to  say  that  this 
has  no  approval  from  the  Navy  Department,  that  it  has  no  approval 
from  the  Interior  Department,  anci  only  has  approval  from  the  At- 
torney General.    Now,  that  is  what  we  finally  get  to. 

Now,  I  wish  to  analyze  this  proviso  a  little  to  show  you,  if  I  may 
be  able  to,  just  what  it  means  and  just  why  it  will  do  absolutely 
nothing,  and  that  so  far  as  getting  any  oil  is  concerned  we  might 
better  leave  the  space  in  the  bill  blank  and  save  the  paper  that  it  is 
printed  on.  Taking  up  his  proviso — first,  let  me  say  that  I  have 
tried  to  show  yon  that  if  we  get  any  increased  oil  production  we 
must  get  it  on  the  ground  in  dispute;  w^e  can  not  get  it  ony  any  other 
ground.  And  now  I  would  like  to  supplement  that  by  this  state- 
ment, that  there  are  just  two  grounds  of  dispute  between  the  Govern- 
ment and  the  claimants — ^two,  and  only  two.  One  is  on  the  ground 
of  fraud  in  location  and  the  second  on  the  ground  of  lack  of  dili- 
gence of  the  operators.  Now,  those  are  the  two  grounds  of  dispute, 
and  none  other,  so  that  we  have  a  clear-cut  controversy  here  between 
the  Government  and  the  oil  operator.  Now,  if  there  is  to  be  any 
compromise  of  this  litigation,  if  there  is  to  be  any  settlement,  if  there 
is  to  be  anything  passed  that  will  open  up  these  lands  and  let  the 
drills  start  and  get  increased  production,  it  must  in  some  way  take 
care  of  those  two  simple  points.  And  if  it  doesn't  do  that,  then  it 
does  nothing,  and  we  are  exactly  where  we  w^ere  when  we  started  in. 

With  that  point  in  mind  that  this  substitute  is  offered  as  a  com- 
promise and  that  those  two  points  must  be  compromised,  let  us 
examine  this  provision.  I  shall  have  something  to  say  about  this 
question  of  fraud  later  on,  if  the  committee  will  be  patient  with  me. 
I  shall  also  have  something  to  say  about  the  question  of  diligence, 
and  show  you  more  in  detail  what  the  point  of  controversy  is,  but 
for  just  a  moment  let  us  examine  this  proposed  substitute.    It  says: 

That  any  claimant  who,  either  in  person  or  through  his  predecessor  In 
interest,  entere<l  upon  any  of  the  lands  embracetl  witliln  the  P^xecutlve  order 
of  withdrawal  dated  September  27,  ir09,  prior  to  July  3,  1910,  honestly  and  in 
p:ood  faith  for  the  purpose  of  prospecting  for  oil  or  gas. 
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Now,  I  stop  there.  Why  do  I  stop  there?  Because  that  eliminates 
at  once  the  question  of  fraud.  No  claim  which  was  made  through 
any  dumnry  locator  can  get  anything  under  that  department  .viib- 
stitute.  It  there  was  a  dummy  locator  in  the  original  location,  it 
matters  not  how  innx)cent  is  the  man  who  drilled  the  wells;  it  matters 
not  how  many  hands  it  may  have  passed  through.  Nothing  matters 
if  there  was  a  dummy  locator  in  the  original  entry;  then  this  de- 
partment substitute  gives  him  nothing,  tecause  it  must  have  lieeu 
entered  honestly  and  m  good  faith — the  original  entry. 

Now.  what  does  that  mean  so  far  as  compromising  this  litigation 
is  concerned?  There  are  55  cases  brought  by  the  United  btates 
Government  in  California — 55.  That  is  a  good  many  suits  to  cl(^ 
up  the  Federal  courts  with,  considering  that  we  haven't  anybody  in 
Cfalifornia  that  can  try  these  cases.  There  is  no  judge  there  that 
can  try  these  cases  and  they  have  to  send  to  Oregon  or  Washington 
to  get  a  judge  to  come  down  once  in  a  while  to  try  a  case.  It  takes 
six  weeks  or  so  to  try  a  case,  and  we  have  got  55  of  them  ahead  of 
us  to  try,  so  you  can  see  how  long  we  may  be  in  this  litigation  and 
how  important  it  is  if  they  can  be  settled  that  they  should  be  settled. 
There  are  55  of  them.  Thirty-three  of  them  involve  the  question 
of  dummy  locators;  60  per  cent  of  all  the  cases  brought  are  involved 
in  this  question  of  dummy  locators,  and  that  60  per  cent  is  eliminated 
if  you  adopt  the  department  substitute,  so  that  there  can  be  no  set- 
tlement as  to  that  60  per  cent  of  all  the  cases.  Therefore  this  de- 
partment substitute  could  only  compromise  so  far  a  possible  40  per 
cent  of  the  cases. 

Now,  let  us  go  a  little  further.  First,  he  must  have  entered  hon- 
estly and  in  good  faith  for  the  purpose  of  looking  for  oil  or  gas 
I  just  want  to  impress  that  on  your  minds,  "for  the  purpose  of 
prospecting  for  oil  or  gas,"  because  the  Attorney  General  has  filed  a 
brief  here  which  makes  those  words  very  important,  and  which  I 
hope  to  have  time  to  refer  to  later  on,  and  who  "thereupon  com- 
menced discoverv  work  thereon."  Who  "  thereupon,"  that  is,  made 
his  entry,  and  '^thereupon"  commenced  discovery  work.  "There- 
upon "  means  immediately  thereafter.  It  has  no  other  significance. 
The  man  must  have  entered  his  land  and  thereupon  commenced  dis- 
covery work.  There  is  nothing  in  the  law  at  the  present  time  thai 
requires  any  such  thing. 

On  section  2  in  the  Naval  Reserve — the  section  in  which  I  am 
interested  personally — we  have  tried  our  case  before  the  court.  Wc 
have  a  judgment  by  the  court  saying  that  we  are  entitled  to  that 
land  and  that  the  Government's  contentions  are  all  wrong.  And 
yet  we  located  that  land  January  1,  1907,  and  we  didn't  do  a  thing 
on  that  land,  absolutely  nothing,  until  December,  1908.  By  no 
stretch  of  the  imagination  could  it  be  said  that  we  entered  the  land 
and  thereupon  commenced  discovery  work,  so  this  supposed  com- 
promise provision  really  makes  it  more  difficult  to  get  the  lease  which 
it  proviclos  for  than  it  is  now  difficult  to  get  a  patent. 

Then  this  language  follows :  "  And  thereafter " — ^now  he  has  en- 
tered and  thereupon  commenced  discovery  work — ^  and  thereafter 
prosecuted  such  work  to  a  discovery  of  oil  or  gas."  Now,  it  is  true 
that  it  doesn't  say  that  he  shall  do  it  continuously  night  and  day, 
with  never-ceasing  diligence:  but  the  present  law  does  not  require 
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any  such  thing,  either,  and  never  has.  I  know  the  Attomev  Gen- 
eral contends  so ;  I  know  he  has  contended  so  for  four  years,  but  the 
district  court,  Judge  Bean,  of  Oregon,  sitting,  has  decided  other- 
wise and  so  held,  that  if  a  man  enters  in  good  faith  and  at  the  time 
of  withdrawal  was  in  the  prosecution  of  work  leading  to  discovery 
and  thereafter  discovered  oil  or  gas,  he  is  entitled  to  a  patent,  and 
it  doesn't  matter  whether  he  suspended  work  in  the  meantime  or 
not;  that  it  is  too  late  for  the  Grovernment  after  the  discovery  of 
oil  or  gas  to  come  in  and  say,  "  You  have  not  been  diligent." 

So,  this  bill  absolutely  gives  us  nothing.  This  bill  in  short  says 
that,  "If  you  gentlemen  entered  in  good  faith;  if  the  original  entrv 
was  in  good  faith,  and  if  you  have  prosecuted  your  work  with  such 
diligence  that  you  can  get  a  patent  to  the  land;  if  you  can  show 
conclusively  that  you  are  entitled  to  a  patent,  why,  then,  we  will 
be  so  generous  as  to  give  you  a  lease  on  the  land?"  Oh,  no;  perish 
the  thought;  on  the  wells  that  you  have  already  drilled.  And— don't 
forget — provided,  of  course,  that  you  in  advance  pay  to  the  Govern- 
ment in  cash  one-eighth  of  all  the  value  of  all  the  oil  you  have  taken 
out  in  the  meantime.  And  also  "  provided,  that  within  90  days  from 
the  date  we  pass  this  act  you  must  come  in  and  relinquish  all  your 
rights  to  a  patent."    Now,  that  is  a  compromise  with  a  vengeance. 

Now,  Mr.  Chairman,  I  want  to  call  attention  to  the  Attorney  Gen- 
eral's letter.  This  is  the  proviso  the  Attorney  General  offers  you, 
and  in  the  course  of  his  letter  he  says  this,  after  advocating  the  sub- 
stitute : 

There  should  be  legislation  which  would  protect  the  (Tovennnent  as  to  lands 
claimed  by  it  adjacent  to  the  wells  leasp<l  under  the  proposed  section.  In  order 
that  the  oil  on  these  lands  might  not  be  exhausted  by  the  operation  of  the 
wells  leased. 

In  other  words,  "  You  oil  operatoi's,  having  proven  you  are  en- 
titled to  patents,  having  been  forced  to  come  in  and  surrender  all 
your  rights  to  patent,  w^e  will  give  you  a  lease  to  the  wells,  but  we 
must  immediately  get  busy  and  go  to  drilling  all  these  oil  wells 
around  you  in  order  to  get  the  oil  from  the  wells  that  we  have  leased 
to  you." 

Let  me  read  again  from  the  Attorney  General's  letter : 

Regarding  it  as  a  compromise  measure  I  approve  it — 

« 

The  Attorney  General  approves  it — 

but  It  is  the  limit  of  liberality  to  which  the  Government  should  go. 

Gentlemen,  the  State  of  Texas  is  a  great  State.  It  has  more  area 
within  its  boundaries  than  the  States  of  Maine  and  New  Hampshire 
and  Massachusetts  and  Connecticut  and  Rhode  Island  and  New 
York  and  Ohio  and  Pennsylvania  and  New  Jersey  and  Maryland  and 
Delaware  and  Virginia.  It  has  more  land  than  the  three  great  States 
of  Washington,  Oregon,  and  Idaho  combined.  And  yet  when  Texas 
entered  the  Union,  the  statesmen  of  Texas  were  wise  beyond  their 
day  and  generation.  With  an  uncanny  foresight  they  provided  when 
they  entered  the  Union  that  the  State  of  Texas  should  own  all  its 
public  lands,  and  the  State  of  Texas'has  never  been  cursed  with  this 
public-land  question.  Neither,  I  would  like  to  say  also,  has  the  State 
of  North  Carolina. 

Mr.  SiNKOTT.  They  are  getting  reclamation  funds,  though,  from  the 
other  public  lands. 
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Mr.  Titus.  Texas  is  a  wonderful  State,  Mr.  Sinnott,  Now,  a  prac- 
ticing lawyer  in  the  State  of  Texas,  wide  though  his  practice  may 
be,  and  important  as  it  may  be,  has  never  had  occasion  to  even  know 
that  there  is  such  a  thing  as  a  public-land  law.  It  has  never  come 
within  the  course  of  his  practice.  He  knows  nothing  about  it,  because 
it  isn't  there. 

The  Attorney  General  comes  from  Texas.  I  think  it  is  within  the 
bounds  of  reasonable  argument  to  say  that  he  probably  had  never 
heard  of  the  public-land  laws.  He  probably  had  never  seen  them. 
They  had  never  been  called  to  his  attention  until  he  came  to  Wash- 
ington and  took  up  this  litigation.  I  take  off  my  hat  to  Texas.  It 
successfully  kept  all  its  lands  away  from  the  United  States,  and 
then  it  sends  us  an  AttoVnev  General  to  dic^^ate  what  kind  of  legis- 
lation  shall  pass  concerning  the  rest  of  the  United  States. 

Now,  let  me  consider  for  just  a  moment  this  question  of  fraud, 
because  I  know  some  of  you  have  had  that  in  mind,  and  ^how  we 
justify  any  relief  where  fraud  is  involved.  Let  me  say,  preliminarily, 
BO  that  you  may  get  it  out  of  your  minds,  that  we  do  not  justify  fraud 
at  all;  we  do  not  stand  for  fraud;  we  do  not  ask  you  to  give  any 
relief  to  men  who  have  committed  fraud  or  men  who  knew  of  anv 
fraud.  But  we  do  say  this,  that  if  men,  honestly  and  in  good  faith, 
bought  titles  which  on  the  records  were  good,  and  which  they  thought 
were  good  and  which  they  could  not  by  any  means  in  their  ix)wer 
have  found  out  were  bad,  and  those  men  have  developed  this  land, 
at  least  give  them  a  lease  on  that  land. 

But  I  want  to  explain  to  you.  because  you  may  get  a  wrong  idea — I 
want  to  explain  to  you  what  this  fraud  consists  of.  The  shining 
example  of  fraud  claimed  by  the  Government  is  involved  in  what 
are  known  as  the  McMurtrey  locations.  McMurtrey  was  a  wild- 
catter, a  speculator,  an  operator.  He  Avent  down  in  this  desert  where 
there  was  nothing,  and  he  wanted  to  get  a  lot  of  locations.  Whether 
he  wanted  to  get  them  for  himself  or  for  his  locators  has  not  been 
decided  by  the  courts.  But  he  went  to  New  York  and  he  got  32 
different  people  to  sign  powers  of  attorney  authorizing  McMurtrey 
to  go  upon  the  public  domain  wherever  he  chose  and  wherever  he 
thought  oil  was  likely  to  be  found,  and  locate  land  for  them  in  their 
name  and  for  their  benefit.  Those  powers  of  attorney  were  regular 
in  form,  signed  and -acknowledged  before  a  notary  public,  and  were 
perfectly  valid,  and  that  is  a  perfectly  legitimate,  valid,  and  recog- 
nized way  to  make  locations.  That  is  the  way  it  is  very  frequently 
done. 

McMurtrey,  armed  with  these  powers  of  attorne}',  went  to  Cali- 
fornia and  located  several  thousand  acres  of  land,  amongst  it  a  largt* 
amount  of  other  land  which  proved  to  be  of  no  value  afterwards,  but 
in  the  gi-eat  mass  of  locations  it  turned  out  that  he  had  several  thou- 
sand acres  of  land  right  in  the  heart  of  the  best  oil  district,  of  Cali- 
fornia. He  made  those  locations  in  1908  and  1909,  long  before  the 
withdrawal,  and  he  began  disposing  of  those  claims.  Section  2S 
within  the  naval  reserve  there  (No.  2),  was  one  of  those  locations. 
It  is  over  to  the  loft  on  the  map.  Section  28  he  located  on  Januarv 
1,  1909.  Along  in  February  he  sold  that  whole  section,  section  2S, 
for  around  $1.000 — something  like  that. — and  that  was  in  the  way  of 
a  board  bill  which  he  owed  for  the  men  who  had  done  the  surveying. 
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the  prospecting,  and  for  feed  for  the  teams.  He  couldn't  pay  the 
money ;  he  didn't  have  any  money  and  he  couldn't  pay  that  bill,  but 
he  sold  the  whole  section  28  to  cancel  that  bill.  That  was  done  in 
February.  This  man  who  bought  it  took  it  in  good  faith.  He  had 
no  way  of  knowing  that  the  McMurtrey  locations  were  not  good.  He 
was  in  California ;  the  men  who  signed  the  powers  of  attorney  were 
in  New  York,  and  it  never  occurred  to  that  man  that  those  powers 
of  attorney  were  not  good.  It  never  occurred  to  him  that  there  was 
anything  fraudulent  about  those  locations.  There  was  no  way  that 
he  could  have  found  it  out  had  he  been  so  disjjosed,  Arithin  reason, 
and  there  probably  was  no  way  at  all. 

Mr.  Eaker.  Were  those  powers  of  attorney  recorded? 

Mr.  Titus.  Yes,  sir;  all  in  regular  form,  and  the  land  was  sold 
under  those  as  I  have  stated.  Now  Stratton  was  the  name  of  the 
man  who  bought  the  land.  A  few  months  after  that  a  fellow  by 
the  name  of  SicLeod  came  along  and  was  talking  about  oil,  and 
Stratton  showed  him  section  28,  and  he  bought  it  and  paid  for  it, 
at  a  slight  advance  over  what  Stratton  had  paid  for  it.  Mind  you, 
nobody  knew  anything  about  there  basing  oil  there  at  that  time. 
It  was  the  wildest  kind  of  wildcat  territory. 

Mr.  Smfj h  of  Idaho.  You  say  he  sold  the  land?  What  did  he  sell? 
lie  didn't  sell  the  land,  because  he  didn't  have  title  to  it.  What  sort 
of  a  transaction  was  it?  Was  it  an  assignment  of  these  leases,  or  a 
transfer? 

Mr.  Titus.  He  made  a  deed  to  his  interest  in  the  land. 

The  Chairman.  A  quit-claim  deed? 

Mr.  Titus.  No;  I  think  it  was  a  straight  out  bargain  and  sale  deed. 

Mr.  Taylor.  But  not  a  warranty  deed? 

Mr.  Titus.  No;  we  have  no  warranty  deed  in  California,  but  we 
have  a  grant  deed. 

Mr.  Smith  of  Idaho.  As  a  mat^^r  of  fact,  he  transferred  his  rights 
to  prosecute  this  claim,  didn't  he?    He  simply  assgned  his  claim. 

Mr.  Taylor.  It  was  merely  a  special  rvarranty  hs  against  himself, 
and  only  a  quit-claim  as  against  everybody  else? 

Mr.  Tnus.  That  is  what  it  amounts  to,  in  legal  effect.  And  if  the 
location  was  good  they  had  a  good,  valid  title. 

Mr.  Baker.  It  is  the  same  as  a  man  who  has  proved  up  on  his 
homestead  and  obtained  a  certificate  of  purchase.  He  can  give  a 
deed  at  any  time  before  he  gets  his  patent. 

Mr.  Titus.  Now,  you  have  gone  a  little  step  further  than  that. 
When  he  has  a  location — but  merely  a  location — accompanied  by 

f)Ossession,  with  some  little  evidence  of  work  or  occupation,  he  then 
las  a  title  that  can  be  transferred  and  can  be  purchased;  can  be  left 
by  descent  if  a  man  dies.  It  is  a  good  title.  It  is  not  of  course  as 
complete  a  title  as  it  is  after  he  gets  a  patent,  but  it  is  an  interest  that 
is  recognized  by  the  courts  and  by  the  laws.  Now  that  is  what  he 
bought;  that  is  what  McLeod  bought  when  he  came  along.  He 
bought  it  from  Stratton  and  paid  him  a  little  advance  on  it  and 
took  title  to  it.  McLeod  hadn't  had  it  but  a  few  months  when  a  man 
by  the  name  of  Mayes  came  along  and  said,  "McLeod,  I  would  Uke 
to  make  a  deal  with  vou  on  this  land"  and  final Iv  McLeod  turned 
it  over  to  Mayes,  and  he  did  that  in  May,  1909.  Now  Mayes  organ- 
ized a  compaijy  culled  the  Mayes  Oil  Co ,  and  they  went  right  to 


776  OIL   LEASING   IJlNDf?. 

work,  began  spending  money,  and  began  to  drill  for  oil.  Wlien  tb* 
withdrawal  came  along  on  September  *27  they  had  then  spent  $22,000 
on  that  land  and  had  a  hole  about  000  feet  deep,  and  were  working 
night  and  day  at  the  time.  Naturally  they  think  the  withdrawal 
does  not  affect  them,  because  the  withdrawal  on  its  face  said  that 
"  all  claims  existing  and  valid  at  this  date  may  proceed  to  entry  in 
the  usual  manner."  They  went  ahead  and  spent  over  $500,000  drill- 
ing that  land,  and  they  found  oil.  They  found  lots  of  oil.  Tlie 
Government  stood  by  and  watched  that  land  develop.  That  appears 
in  the  trial  of  the  case — this  case  has  been  tried.  They  stood  by 
and  watched  that  money  being  spent ;  they  watched'  the  land  being 
developed;  they  had  full  access  to  all  the  records  and  the  books  of 
the  companies,  and  they  let  that  w^ork  go  on  until  1915,  I  think,  six 
years  later.  For  six  years  they  never  said  a  word,  and  then  they 
filed  suit  and  put  a  receiver  in  charge  of  that  property.  And  what 
do  they  claim?  They  claim  that  the  original  location  was  fraudulent 
in  1909,  and  there  was  lack  of  diligence.  Now,  the  case  was  not 
decided  on  the  facts. 

Mr.  Haker.  Just  tell  the  committee  what  they  claimed. 

Mr.  Titus.  They  claimed  that  there  was  fraud  in  the  location. 
They  claimed  that  McMurtrey  was  trying  to  get  this  land  for  him- 
self, and  that  these  locators  were  dummy  locators,  and  that  the 
locators  had  no  interest  in  the  land,  but  that  McMurtrey  was  tiring 
to  get  it  for  himself.  And  if  that  is  true,  that  is  a  fraud  on  the  Gov- 
ernment.   There  is  no  doubt  about  that. 

Mr.  La  Follette.  The  Government  has  not  proved  that  yet ! 

Mr.  Trrus.  No,  sir ;  the  Government  offered  evidence,  however,  on 
that  point,  and  this  is  the  kind  of  evidence  offered.  The  court  did  not 
decide  it,  because  the  case  went  off  on  another  point.  The  court  held 
that  it  had  no  jurisdiction  over  the  case,  because  they  had  a  final  cer- 
tificate of  purchase.  Therefore  it  dismissed  the  bill  without  deciding 
it.  But  what  I  want  to  call  your  attention  to  is  the  kind  of  evidence 
they  offered  to  prove  fraud.  They  brought  these  locators  over,  four 
or  five  of  them.  The  Government  brought  them  over,  paid  their  ex- 
penses, put  them  up  at  the  hotels  and  kept  them  there  as  long  as  they 
needed  them,  asked  them  to  testify,  and  then  sent  them  home. 

Mr.  Tatlor.  Brought  from  New  York  to  California,  were  they? 

Mr.  Titus.  Yes,  sir;  and  they  put  the  men  on  the  stand,  and  this 
is  what  they  asked  them :  "At  the  time  that  you  signed  the  jjower  of 
attorney  " — now,  that  means  going  back  to  1908—"  at  the  time  you 
signed  that  power  of  attorney  did  you  have  any  intention  of  locating 
land  for  yourself?  "  In  other  words, "  what  was  the  intention  iii  your 
mind  10  years  ago  when  you  signed  that  power  of  attorney?  '*  If  the 
answer  is,  "  I  intended  to  locate  land  for  myself;  I  intended  to  have 
an  interest  in  that  land,"  then  the  location  is  good.  But  if  the  witness 
says,  "  No ;  I  did  not  intend  to  have  any  interest  in  the  land;  I  signed 
that  merely  as  an  accommodation  to  McMurtrey,"  then  the  location 
is  bad.  And  whether  the  location  is  good  or  whether  it  is  bad  de- 
pends upon  the  secret  and  undisclosed  intent  of  that  locator's  mind  at 
the  time  he  signed  the  power  of  the  attorney  10  years  ago. 

Mr.  Kaker.  He  either  lied  one  time  or  the  other  ?  He  either  lied  to 
McMurtrey  or  he  lied  to  the  Government. 

Mr.  TiTtJS.  Let  me  tell  you  what  happened  to  one  witness,  just  to 
show  you  what  we  are  up  against,  so  that  you  may  have  a  little 
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sympathy  with  us,  even  when  fraud  is  charged.  One  witness  stated — 
he  didn't  testify  to  this,  but  this  is  what  hapened :  McMnrtrcy  pur- 
chased the  interests  of  all  these  locators  afterwards  for  $500  apiece. 
After  this  land  proved  to  be  valuable,  but  before  these  locators  knew 
it,  he  went  back  to  New  York  and  he  represented  to  them  that  the 
land  was  not  much;  that  there  was  a  slight  chance  for  oil,  and 
he  bought  their  interests  and  gave  them  $500  apiece,  and  they  all 
signed  conveyances.  That  was  a  fraud  on  McMurtrey's  part  on 
those  locators,  because  at  the  time  he  bought  those  conveyances  he 
had  already  sold  portions  of  the  land  for  $1,800,000.  He  had  a  con- 
tract in  his  pocket  for  that  sale  at  that  very  time.  So  there  is  no 
question  about  McMurtrey  being  willing  to  commit  fraud  against 
anybody.  There  is  no  question  about  that  because  he  is  convicted 
of  it.  Now,  this  witness,  finding  out  that  this  was  valuable  land, 
and  having  only  gotten  $500,  he  said  to  the  oil  men :  "  If  you  will  pay 
me  $15,000,  then  I  will  testify  that  I  had  an  interest  in  that  land,  and 
if  you  don't  come  across  with  $1 5,000, 1  am  going  on  the  stand  and 
testify  that  I  was  a  dummy  locator. 

The  Chaib3ian.  We  will  stand  in  recess  until  to-night  at  7.30 
o'clock. 

(Whereupon,  at  11.45  a.  m.,  the  conmiittee  recessed.) 

AFTER  RECESS. 

The  committee  reassembled  at  7.30  o'clock  p.  m.,  pursuant  to  recess. 
The  Chairman.  The  committee  will  be  in  order.    You  may  pro- 
ceed, Mr.  Titus. 

STATEHEHT  OF  LOTTIS  TITTJS— Besumed. 

Mr.  Titus.  Mr.  Chairman  and  members  of  the  committee,  when 
we  adjourned  I  had  started  in  to  describe  the  McMurtrey  locations 
and  their  significance  to  this  present  proposed  legislation  and  the 
litigation  which  has  been  going  on.  I  Jo  not  think  I  made  the 
situation  exactly  clear  with  reference  to  these  McMurtrey  locations, 
and  with  your  permission  I  will  possibly  just  repeat  a  few  words 
that  I  covered  then  in  order  to  make  the  matter  connected  at  the 
present  time. 

McMurtrey,  after  he  secured  these  powers  of  attorney,  filed  upon  a 
very  large  amount  of  land  in  California — I  have  forgotten  how  manv 
acres,  but  it  was  a  great  many  thousand  acres  of  public  land — and, 
as  I  said,  afterwards  some  of  that  land  proved  to  be  the  very  best 
land  in  the  State  of  California,  and  several  sections  of  it,  as  shown 
upon  this  map  here,  were  in  the  Naval  Reserve  (2).  After  the  land 
had  proven  to  be  valuable,  McMurtrey  sold  what  little  he  had  for  a 
very  large  sum  of  money.  He  had  from  time  to  time  disposed  of 
this  land  before  oil  was  discovered  in  that  vicinity  for  rather  insig- 
nificant sums  of  money,  but  he  had  retained  some  1,200  acres  or 
thereabout — I  don't  recall  the  exact  amount — of  land  which  is  now 
within  this  naval  reserve,  and  which,  of  course,  proved  to  be  highly 
valuable,  and  after  oil  had  been  discovered  on  the  neighboring  lanu 
he  sold  that  remaining  land  and  actually  realized  something  like 
$1,800,000  for  the  land  he  had  left. 
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Now,  with  this  contract  to  sell  this  land  at  this  enormous  figure  he 
proceeded  to  New  York  and  settled  with  these  locators  by  paying 
them,  as  I  said  before,  finally  $500  each.  The  Government  interprets 
that  as  a  fraud,  not  as  against  the  locator,  but  they  interpret  that 
state  of  facts  into  a  fraud  as  against  the  Government,  because  they 
say  these  locators  got  such  a  small  sum  of  money  in  proportion  to 
what  McMurtrey  had  that  they  must  therefore  necessarily  have  been 
dummies.  Now,  of  course,  the  operators  take  issue  with  that  and 
say  that  the  fact  that  they  got  any  money  nt  all  shows  that  they  had 
^ome  interest  in  the  land,  and  the  fraud  came  in  from  the  fact  that 
McMurtrey  deceived  the  locators  as  to  what  their  interests  were 
worth,  which  was  a  fact,  and  induced  them  to  sell  their  interests  for 
very  much  less  than  the  land  was  worth. 

Mr.  SIN^'0TT.  Did  they  undertake  to  prove  that  there  was  any 
understanding  between  him  and  the  locators? 

.  Mr.  Titus.  Yes;  I  think  they  did  undertake  to  prove  that.  I  will 
tell  you,  in  so  far  as  I  can,  in  a  few  moments  what  that  evidence 
showed. 

The  question,  as  I  stated  before  we  adjourned,  which  is  always 
asked  of  a  locator  is  this:  "What  was  the  intention  in  your  mind  at 
that  time,  at  the  time  that  the  power  of  attorney  was  signed?  Did 
you  intend  in  your  own  mind  to  have  any  interest  in  this  prop?rty  i 
Was  it  your  understanding  that  you  were  interested  in  this  prop- 
erty, or  was  it  your  understanding  that  you  were  simply  lending 
your  name  for  somebody  else?  " 

Now,  that  is  the  question.  That  is  always  the  question,  "WHiat  was 
the  intent  of  the  man's  mind?  And  upon  the  answer  to  that  question, 
as  to  what  was  the  intent,  depends  the  answer  as  to  whether  he  is  a 
dummy  locator  or  not.  And  if  that  man  had  the  secret  intent  in  hi^ 
mind  not  to  be  interested  in  the  property^  but  merely  thought  that  lie 
was  lending  his  name  for  somebody  else's  use,  then  he  is  a  dummy. 
And  so,  10  years  after  all  this  happened,  the  Government  attempts 
to  upset  the  titles  to  this  millions  of  dollars  worth  of  propertv  by 
asking  a  locator  what  was  in  his  mind  at  the  time  he  signed  the 
power  of  attorney  10  years  ago.  Of  course,  that  is  the  law.  I  have 
no  objection  to  that  as  a  statement  of  the  law.  I  believe  that  is  the 
law.  If  a  man  did  not  really  intend  to  have  any  interest,  then  he  is 
a  dummy.  But  if  he  did  intend  to  have  an  interest,  then  he  is  not  n 
dummy,  and  it  doesn't  matter  whether  he  sold  his  interest  for  $.'>i>'^ 
or  $5,  or  afterwards  gave  it  away,  and  it  is  no  concern  of  the  Govern- 
ment. If  he  really  had  an  intent  to  have  an  interest  in  the  land  he 
is  not  a  dummy  locator;  it  doesn't  matter  what  he  got  for  his  interest 
afterward.  But  don't  you  see  that  it  opens  the  door  to  all  kinds  of 
fraud  against  the  operator?  It  invites  anybody  who  is  of  that  frame 
of  mind  to  come  to  the  oil  operator  who  has  purchased  these  claims 
and  spent  millions  of  dollars  upon  them  and  say  to  that  man, "  If  you 
don't  come  through  with  money  I  will  testify  that  I  had  no  interest: 
that  I  was  merely  lending  my  name  to  Mr.  McMurtrey  at  the  time 
the  power  of  attorney  was  signed,"  and  that  is  exactly  what  happened 
in  the  case  of  one  of  these  locators. 

Of  course,  he  didn't  get  the  $15,000  which  he  demanded,  and  so 
he  went  on  the  stand  and  testified  that  he  was  a  simon-pure  bona  fide 
dummy ;  that  he  had  no  interest  in  the  location  at  the  time  and  did 


OIL  LEASING  LANDS.  779 

not  intend  to  have  any,  although  he  had  offered,  if  he  were  paid  the 
money,  that  he  wouldn't  give  that  kind  of  testimony  to  the  Govern- 
ment. Now,  I  say  that  it  is  unfortunate  if  the  title  to  all  this  vast 
property  has  to  depend  on  that  kind  of  testimony. 

Mr.  Raker.  Did  he  get  the  $500  ? 

Mr.  Titus.  Yes ;  he  got  the  $500.    Each  one  of  them  got  $500. 

Mr.  Kaker.  Did  he  keep  it  ? 

Mr.  Titus.  Yes ;  he  kept  it.  Now,  the  testimony  of  all  those  locators 
has  been  taken  at  great  length.  There  are  thousands  and  thousands 
of  pages  of  that  testimony.  I  have  read  a  great  deal  of  it,  and  my 
impression  is  that  the  testimony  shows  that  all,  with  the  exception  of 
one  of  those  locators,  were  genuine  locators.  Of  course,  I  know  the 
Attorney  General  does  not  concede  that.  He  will  make  an  argument 
in  the  court  against  it,  and  I  don't  propose  to  argue  it  now.  I  only 
say  to  you  my  judgment  is  that  those  locators  show  by  their  testimony 
that  tKey  were  genuine  bona  fide  locators. 

Now,  I  want  to  call  attention  to  the  fact  that  these  claims,  nearly 
all,  were  sold  before  the  withdrawal,  with  the  exception  of  a  small 
amount  of  remaining  land  which  I  told  you  McMurtrey  retained.  He 
sold  all  that  land  before  the  withdrawal.  Now,  the  significance  of 
that  fact  is  this;  that  if  the  person  who  purchased  this  claim  had  had 
any  reason  to  think  there  was  anything  the  matter  with  it;  if  he 
haS  any  reason  to  suppose  that  there  was  anything  wrong  with  the 
location,  it  was  wide-open  public  land.  He  could  have  himself 
located  it,  and  the  fact  that  he  did  not  locate  it  shows  conclusively 
that  he  thought  his  location  was  good;  otherwise  he  never  would  have 
gone  ahead  and  spent  hundreds  of  thousands  and,  in  some  cases, 
millions  of  dollars  on  property  on  a  location  which  he  had  reason  to 
suppose  was  bad,  when  he  could  have  corrected  it  by  locating  it 
himself.  So  it  is  on  section  28  that  I  spoke  of  this  morning,  in  the 
naval  reserve.  That  property  changed  hands  three  different  times 
before  the  first  withdrawal,  always  to  innocent  purchasers;  always 
before  the  withdrawal.  Now,  when  Stratton  took  that  property,  he 
could  have  located  it.  He  did  not  locate  it,  because  he  thought  the 
original  location  was  good.  When  McLeod  took  it  from  Stratton, 
he  could  have  located  it.  When  Mays  took  it  from  McLeod,  he  could 
have  located  it.  All  this  time  the  land  was  open  public  land;  there 
was  no  withdrawal  in  existence,  and  no  withdrawals,  so  far  as  we 
know,  were  even  thought  of.  Yet  those  men  bought  their  property, 
paid  for  it,  went  on  and  developed  it,  and  did  not  relocate  it  b?cause 
it  never  occurred  to  them  that  there  was  anything  wrong  with  the 
location. 

Mr.  Raker.  What  do  you  mean  by  "they  could  have  located  it"? 

Mr.  Titus.  Any  American  citizen  can  locate  public  land.  If  that 
location  that  they  bought  was  not  good,  then  it  was  Government 
land,  and  there  was  nothing  to  stop  them  from  locating  it. 

Mr,  Raker.  You  mean  by  that  that  they  could  have  gone  and  relo- 
cated it? 

Mr.  Trrus.  Certainly,  if  the  original  location  which  they  bought 
was  not  good.  If  there  was  anything  the  matter  with  that  location, 
all  they  had  to  do  was  to  put  their  own  location  on  it,  and  that  would 
liave  been  perfectly  good. 

Mr.  Rakeh.  That  is  permissible  under  the  mining  laws? 
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All  claims  existing  and  valid  at  this  date  may  proceed  to  entry  in 
the  usual  manner.  Siow  I  ask  you  in  all  fairness  was  not  that  an 
invitation  to  us  to  go  right  on  with  our  work?  We  knew  what  an 
existing  and  valid  claim  was.  It  is  true  the  Attorney  General  did 
not  know,  but  he  found  out  afterwards  by  court  decision.  But  we 
knew  what  an  existing  and  valid  claim  was.  It  meant  a  claim  which 
we  were  oocupving  and  which  we  were  at  work  upon.  That  had  been 
the  decision  oi  the  courts,  that  that  was  an  existing  and  valid  claim; 
and  that  is  exactly  what  the  order  of  withdrawal  stated ;  and  so  we 
went  ahead  with  our  work  in  the  usual  and  ordinary  way.  We  did 
not  move  off;  we  did  not  leave  town.  The  withdrawal  order  invited 
us  to  stay  there  by  that  language,  and  we  stayed. 

Mr.  La  Follette.  Did  the  court  ever  construe  that  the  character 
of  work  should  be  drilling? 

Mr.  Tnus.  On  the  contrary,  Mr.  La  Follette.  In  the  Grass  Creek 
case  the  Circuit  Court  of  Appeals  in  the  Eighth  Circuit  held  that 
where  a  man  had  simply  gone  on  the  ground  one  day  before  with- 
(k*awal  and  had  not  done  a  lick  of  work,  but  had  ordered  some  mate- 
rial to  come,  that  that  was  due  diligence,  and  that  that  was  a  valid 
and  existing  claim  within  the  meaning  of  the  law.  He  had  abso- 
lutely done  nothing  except  to  order  something  to  come  there.  Of 
course  the  Attorney  General  for  years  contested  that  the  only  kind 
of  existing  and  valid  claim  was  one  upon  which  a  discoveiy  had  been 
made,  and  he  never  did  recede  from  that  contention  until  recently* 
when  the  court  decisions  were  against  him  on  that  point.  In  all  fair- 
ness I  might  say,  too^  that  the  Interior  Department  held  the  same 
way — ^that  the  only  existing  and  valid  claim  was  one  upon  which  dis- 
covery had  been  made.  But,  of  course,  that  point  has  been  settled 
now  by  several  court  decisions,  and  it  is  admitted  by  the  Attorney 
General,  in  his  brief  here,  that  an  existing  and  valid  claim  was  <me 
upon  which  diligent  work  was  being  done  at  the  time  of  withdrawal, 
although  no  discovery  had  been  made. 

Mr.  Mats.  Could  you  cite  in  your  remarks  those  citations  which 
you  are  just  now  referring  to,  the  Grass  Creek  case? 

Mr.  Titus.  I  can  give  it  to  you  now.  It  is  in  the  record  now  al- 
ready, I  am  pretty  sure,  the  Grass  Creek  case.  Judge  Bledsoe  also 
decided  in  the  Hawke  case,  the  McCutcheon  case,  that  the  existing 
and  valid  claim  is  one  not  necessarily  where  discovery  had  been 
made,  but  where  work  was  going  on  at  the  time  of  withdrawal.  It 
was  also  held  by  Judge  Bean,  in  the  North  American  case,  and  held 
by  the  Circuit  Court  of  Appeals  in  the  Consolidated  Mutual  case. 
So  there  is  a  uniformity  of  court  decisions  on  that,  and  that  has 
finally  been  accepted  and  adopted. 

Mr.  Raker.  Does  the  Attorney  General  concede  now  that  there 
was  a  valid  and  existing  claim  before  oil  had  been  actually  dis- 
covered in  commercial  quantities? 

Mr.  TiTTs.  I  believe  he  does  now.  That  is  my  understanding  of 
his  position  at  the  present  time. 

Now,  there  is  a  very  curious  state  of  law  evolved  on  account  of 
this  withdrawal.  It  has  been  mentioned  here. before — Mr.  Lenroot 
mentioned  it  several  times — and  it  is  contended  now  by  the  Attorney 
General  and  by  the  Interior  Department  both,  I  believe,  that  the 
withdrawal  itself  put  the  Government  in  the  position  of  an  adverse 
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contestant  to  this  land;  that  the  very  order  of  withdrawal,  if  you 
please,  made  the  Government  a  jumper  of  our  lands,  just  as  much 
as  if  a  real  live  person,  a  contestant,  had  come  there  and  set  his  foot 
on  our  ground  and  tried  to  take  possession  of  it.  Now,  that  is  the 
contention.  That  is  the  extrordinary  theory  of  the  law,  and  it  may 
be  true.  It  may  be  the  law ;  I  am  not  prepared  to  say  it  is  not.  I 
do  not  know  whether  it  would  matter  much  whether  I  said  it  was 
or  was  not,  but  it  is  a  very  interesting  theory  that  the  United  States 
Government  has  jumped  our  land.  That  is  what  it  amounts  to  when 
you  get  right  down  to  it. 

Now,  of  course  the  oil  operator  knew  what  to  do  with  an  adverse 
contestant.  He  knew  if  an  adverse  contestant  came  there  in  person 
and  got  his  foot  on  his  land  and  started  to  drill  for  oil;  he  knew 
then  that  he  must  be  exceedingly  diligent  and  get  the  paying  strata 
of  oil  first;  otherwise  the  adverse  contestant  might  claim  it.  Of 
course  he  knew  that  if  he  was  diligent  in  the  first  place  he  could 
ward  off  this  trespasser,  even  by  injunction  in  the  courts,  but  if  he 
had  been  sleeping  on  his  rights,  and  if  he  was  not  diligent,  and  al- 
lowed this  adverse  contestant  to  get  this  possession,  then  it  was  a 
race  for  oil,  and  the  man  who  got  oil  first  ffot  the  title.  Now,  that 
was  well-known  law  with  the  operators.  You  know  all  these  op- 
erators are  more  or  less  mining  lawyers.  They  have  been  brought 
up  in  that  spirit,  and  they  at  least  think  they  know  something  about 
it.  Now  they  knew  what  to  do  with  an  adverse  contestant,  but,  of 
course,  I  can  not  imagine  how  any  oil  operator  could  have  ever 
thought  that  the  Government  would  jump  his  land.  Of  course  the 
oil  operator  is  supposed  to  know  the  law,  and  the  man  down  there 
in  the  California  desert  was  supposed  to  know  at  his  peril,  as  a  matter 
of  law,  that  the  withdrawal  order,  which  stated  that  the  existing  and 
valid  claims  might  proceed  to  entry  in  the  usual  manner — ^lie  was 
supposed  to  know  that  that  order  of  withdrawal  would  be  interpreted 
by  the  Attorney  General  into  putting  the  Government  into  the  posi- 
ion  of  an  adverse  contestant.  If  that  is  good  law,  then  it  is  such  a 
highly  technical  construction  of  the  law  that  it  ought  not  to  be  fol- 
lowed, and  this  committee  ought  to  change  it. 

Mr.  Church.  In  order  to  have  been  a  successful  adverse  claimant 
the  Government  should  have  bored  for  oil  ? 

Mr.  Trrus.  Yes;  and  I  think  that  is  law.  I  think  the  Government 
should  have  done  something.  And  Judge  Bean  in  his  decision  inti- 
mates that  the  Government  had  to  do  something;  that  they  could  not 
file  an  order  of  withdrawal  and  do  nothing.  Judge  Bean  says  in 
this  decision  that  they  must  make  reentry  of  some  Kind.  He  don't 
elaborate  on  it,  but  he  uses  the  word  "  reentry  " ;  that  the  Govern- 
ment must  have  made  a  reentry  or  filed  an  ouster  suit — they  must 
have  done  something  after  filing  the  order  of  withdrawal. 

Mr.  Rakeb.  Could  you  oust  the  adverse  claimant  from  the  oil 
claim  before  you  discovered  oil,  in  the  courts,  if  a  man  came  there 
and  jumped  your  claim? 

Mr.  Trrus.  If  we  were  in  diligent  prosecution  of  the  work  we 
could  enjoin  him  from  getting  possession,  and  if  he  got  in  there  we 
could  oust  him.  But  whether  we  were  in  diligent  prosecution  of 
work  or  not  is  a  question  of  fact  to  be  determined  by  the  court.  Of 
course,  the  trouble  with  the  whole  situation  in  California  is  that  this 
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land  is  tied  up  so  that  we  can  not  use  it.  That  is  the  trouble  as  far 
as  the  whole  I^acific  coast  is  concerned.  It  is  not  our  trouble  indivi- 
vidually;  it  is  the  trouble  of  the  Nation.  The  very  best  and  most 
productive  oil  land  in  California — and  that  means  on  the  Pacific 
coast — is  tied  up  so  that  we  can  not  use  it,  and  it  has  been  that  way 
for  years,  and  we  have  been  five  years  in  this  litigation  and  have 
not  gotten  fairly  started ;  they  haven't  gotten  a  single  decision  on  the 
merits  in  any  case  from  the  Circuit  Court  of  Appeals  even,  to  say 
nothing  of  the  Supreme  Court.  And  when  we  get  a  decision  in  one 
case  it  won't  help  us  in  another,  because  the  facts  in  each  case  are 
diflferent.  As  Judge  Bean  said  in  the  North  American  case,  the  facts 
are  always  different.  The  facts  constituting  due  diligence  are  so 
different  in  all  the  different  cases  that  one  case  is  no  guide  to  what 
the  decision  will  be  in  another  case.    This  is  his  language : 

DiU^ent  prosecution  of  work  leading  to  discovery  upon  a  mining  claim  de- 
pends so  largely  upon  the  physical  conditions  of  the  locality,  the  nature  and  the 
situation  of  the  regions,  its  accessibility,  the  magnitude  of  the  work,  the  diffi- 
culty of  securing  material  and  supplies  and  the  like,  that  each  case  must  rest 
likely  on  its  own  facts  and  circumstances;  and  a  decision  in  one  is  but  of  little 
assistance  in  another. 

I  merely  cite  that  to  show  you  where  we  are  in  the  litigation  of 
these  55  cases.  We  haven't  a  judge  in  California  that  can  try  the 
cases.  We  have  sent  to  Oregon  and  Washington  to  get  judges  down 
there  to  try  a  few  of  the  cases.  Then  they  go  back  to  their  own 
jurisdictions  and  attend  to  their  own  business,  and  at  this  rate  this 
litigation  will  not  be  settled  for  20  years,  Mr.  Chairman.  It  is 
impossible  in  the  nature  of  things.  We  are  absolutely  blockaded 
with  it,  and  in  the  meantime  there  is  no  production  of  oil. 

Mr.  SiNNOTT.  Are  your  district  judges  disqualified? 

Mr.  Titus.  Judge  Bledsoe  was  disqualified  by  a  decision  of  the 
Circuit  Court  of  Appeals,  and  the  other  judges  disqualified  them- 
selves, as  I  understand  it.  In  any  event,  they  try  no  oil  cases.  We 
only  have  three  judges.  One  of  them  is  disqualified  from  trying 
these  cases  by  a  Circuit  Court  of  Appeals  decision.  Judge  Van  Fleet 
has  never  tried  any  cases,  and,  I  understand,  considers  himself  dis- 
qualified. Judge  Dooling — I  don't  know  what  the  situation  is  with 
reference  to  him,  because  he  has  passed  upon  some  preliminary  mo- 
tions, but  he  has  refused  up  to  date  to  try  any  of  these  cases  for  some 
reason  or  other.  In  any  event,  even  if  we  had  two  or  three  courts 
to  try  these  cases,  remember  these  judges  must  spend  all  their  time 
trying  ordinary  cases,  to  say  nothing  of  these  65  cases  launched  into 
our  courts,  each  one  of  which  requires  the  taking  of  voluminous 
masses  of  testimony  covering  thousands  and  thousands  of  pages  and 
consuming  from  three  to  six  weeks'  time  of  the  courts  to  try. 

Now,  there  are  some  very  curious  results  of  this  litigation — ^and  I 
had  some  other  things  that  I  was  going  to  tell  you  about — the  tech- 
nical aspects  of  this — but  I  don't  know  that  it  would  do  a  bit  of 
good.  Tlie  only  point  is  to  show  you  there  is  grave  doubt  as  to  the 
result — what  the  result  of  this  litigation  is  going  to  be.  The  opera- 
tors are  going  to  win  some  of  these  cases.  In  my  own  judgment  they 
will  win  75  per  cent  of  the  cases,  and  maybe  more.  You  must  take 
into  consideration  the  fact  that  we  were  all  there  before  the  with- 
drawal. There  is  not  a  case  in  California  where  the  land  was 
tuitered  after  the  withdrawal.    We  were  all  there  in  accordance  with 
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the  law.  We  were  there  under  the  law,  and  we  were  doing  our 
work  when  the  withdrawal  order  came;  and  all  this  talk  about 
entering  this  land  in  defiance  of  the  withdrawal  order  does  not  apply 
to  California.    We  were  thei-e  long  before  that,  and  we  were  at  work. 

Then  the  withdrawal  order  said  that  our  claims  should  be  pre- 
served. Then  the  Pickett  bill  came  along  and  said  that  if  we  were 
bona  fide  occupants  our  claims  should  be  preserved.  So  we  think 
we  have  a  fairly  good  chance  of  winning  those  suits.  But  we  won't 
live  long  enough.  I  have  a  claim  there  on  section  2 — Naval  Reserve 
No.  2— and  I  have  finally,  after  years  of  litigation,  got  a  judgment 
of  the  court  that  I  am  a  decent  citizen,  entitled  to  that  land.  Now, 
the  Government  has  not  appealed.  No  doubt  they  will,  because  it 
would  be  a  stretch  of  imagination  to  think  that  they  will  not  appeal. 
But  how  many  years  will  it  be,  Mr.  Chairman,  before  I  can  get  final 
judgment  in  that  suit?  And  I  am  the  first  one  on  the  way,  and 
there  are  55  others  to  come;  and  we  have  been  litigating  for  five 
years  already. 

Now,  we  got  some  very  curious  results  as  the  result  of  these  court 
decisions.  Here  is  Gov.  Thome — I  don't  see  him  here — ^he  told  you 
about  his  case.  Of  all  the  cases  that  really  work  a  hardship,  (jov. 
Thome's  is  the  worst  I  know  of.  Those  men  had  gone  down  there 
long  before  the  withdrawal.  They  had  gathered  their  few  dollars 
together  and  made  a  company,  and  drilled  on  that  land,  and  they 
had  spent  $20,000  on  the  5th  day  of  August,  and  they  needed  a  little 
more  money,  perhaps — although  Mr.  Calhoun  said  they  had  plenty 
of  money.  Perhaps  they  did.  I  know  in  the  decision  which  the  Land 
Office  rendered  it  said  they  were  out  of  funds. 

But  whether  they  were  out  of  funds  or  not  I  do  not  think  affects 
the  equities  of  this  case  at  all.  They  had  spent  $20,000,  enough  to 
drill  a  well  under  ordinary  conditions,  but  they  had  been  unfortu- 
nate and  had  lost  two  wells.  The  head  driller  was  not  a  competent 
man,  and  they  discharged  him,  and  while  investigating  this  thing 
the  withdrawal  order  came  along.  They  had  a  keeper  in  charge  ot 
their  property.  They  had  not  abandoned  their  property.  They  left 
him  there  to  take  care  of  their  machinery,  their  houses,  which  they 
had  there  when  the  withdrawal  order  came  along.  That  upset  them 
a  bit,  but  in  January  they  went  back,  never  having  abandoned  the 
property  in  the  meantime,  and  they  had  a  flowing  well  in  May.  And 
yet  the  court  holds  that  they  are  out ;  that  they  are  trespassers ;  that 
they  must  lose  all  the  money  they  put  in  and  must  pay  the  Govern- 
ment untold  millions — and  that  is  no  exaggeration — untold  millions 
in  damages  because  they  drilled  holes  in  Government  property  and 
let  the  water  in.  And  the  Government  is  actually  suing  them  and 
taking  evidence  to  see  how  much  they  are  going  to  make  poor  old 
Gov.  Thorne  pay  back  to  the  United  States  Government  for  going 
on  that  property.    Tliat  is  the  <iase  as  it  exists. 

Mr.  SiNNOTT.  You  say  that  has  been  decided  by  the  courts  ? 

Mr.  TiTus.  Yes,  sir;  Judge  Bledsoe,  the  man  who  is  now  disquali- 
fied. That  was  the  decision  in  the  lower  court,  of  course.  They  are 
not  out.  They  have  got  an  appeal,  and  I  feel  just  as  confident  as  that 
I  am  staiiding  here  that  they  will  reverse  the  judgment.  That  is  the 
situation  against  them  at  the  present  time.  Now,  just  compare  that 
case  with  the  Grass  Creek  case,  where  all  they  had  done  in  the  world 
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was  to  order  $2,000  worth  of  lumber  before  withdrawal.  Yet  the 
courts  hold  that  they  have  got  a  good  title  because  they  did  not  sus- 
pend drilling ;  because  they  went  right  ahead  and  went  along.  Com- 
pare it  with  my  case.  At  the  time  of  the  withdrawal  on  section  '2  I 
•  had  spent  $8,800,  and  I  had  four  men  at  work  there  on  the  date  of  the 
withdrawal.  I  went  along  as  best  I  could — ^never  stopped,  never  dis- 
charged the  men.  I  kept  tne  men  there,  and  they  gradually  increased 
to  more  men  and  finally  we  got  started  to  drilling.  But  Gov.  Thome 
had  a  flowing  Mell  before  I  nad  ever  started  to  drill  a  hole;  and  yet 
the  court  holds  that  I  get  the  land  and  he  don't.  Now  those  things 
ought  not  to  be,  Mr.  Chairman.  If  that  is  law  you  gentlemen  ought 
to  change  it. 

The  Chairman.  Just  in  a  word  now — that  decision  of  Judge  Bleil- 
soe,  what  did  that  turn  on? 

Mr.  Titus.  It  turned  on  the  question  of  diligence.  Judge  Bled>oe 
held  that  they  suspended  work  on  the  5th  of  August  and  did  not  re- 
sume until  January,  and  that  they  were  not  diligent,  and  therefore 
they  were  out.  Now,  I  do  not  think  it  is  good  law,  and  Judge  Bean 
says  in  his  decision,  practically,  that  is  it  not  good  law.  But  we  are 
getting  conflicting  court  decisions,  and  some  of  these  poor  devils  can 
not  live  long  enough  to  see  the  end  of  this  litigation. 

Now,  these  suits  must  be  settled.  It  is  absolutelv  necessary  to 
settle  them.  We  have  either  got  to  settle  these  suits,  or  else  go  out 
of  business.  Isn't  there  any  power  somewhere  to  settle  this  litiga- 
tion? Must  we  go  on  trying  these  very  nice  questions  of  law?  I 
gi^ant  you  they  are  very  interesting.  It  is  delightful  to  argue  these 
nice  questions  in  court,  but  in  the  meantime  we  are  all  going  to  die 
and  the  Nation  is  going  to  suffer,  because  you  need  the  stuff  we  can 
give  you,  and  we  can  get  it  out  if  you  will  settle  these  suits.  The 
Attorney  General  donx  want  them  settled.  That  is  very  natural. 
He  is  a  prosecuting  attorney.  He  has  a  corps  of  very  able  and  dis- 
tinguished lawyers  assisting  him.  Naturally  they  do  not  want  to  see 
these  cases  settled.  They  want  to  try  out  some  of  these  fine  points; 
they  want  to  go  on  with  this  litigation  and  see  what  the  final  answer 
is  going  to  be. 

Mr.  Church.  They  have  special  employment  depending  upon  the 
length  of  time  that  these  suits  are  Kept  in  court,  do  they  not? 
I  Laughter.] 

Mr.  Titus.  I  didn't  say  that. 

Mr.  Church.  I  think  the  records  will  bear  me  out  in  that. 

Mr.  Titus.  It  may  be.  I  don't  know.  I  want  my  answer  to  go 
down  that  I  don't  know  anything  about  it.    [Laughter.] 

Mr.  Raker.  You  are  very  diplomatic. 

Mr.  Titus.  Now,  I  want  to  call  your  attention  to  the  frame  of 
mind  that  the  Attorney  General  and  his  assistants  are  in.  They 
have  prosecuted  these  cases  vigoix)Usly  and  with  great  zeal  for  vean?. 
They  are  still  prosecuting  them  vigorously  and  with  zeal ;  and  it  is 
reasonable  to  think  that  a  man  in  the  frame  of  mind  of  a  prosecutor 
could  offer  a  compromise  that  would  be  really  a  decent  compromi^ 
or  that  w  ould  be  any  compromise  at  all. 

As  showing  the  frame  of  mind  which  the  Attorney  General  is  in 

I  want  to  just  call  your  attention  to  a  part  of  his  brief  which  he  has 

,  filed  with  you — and  he  was  kind  enough  to  give  me  a  copy  of  it 
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This  is  on  the  last  two  pages  of  his  brief.  The  hist  page  and  a  half 
is  as  follows : 

The  practice  of  one  person — 

He  is  talking  about  dummy  locators  now  and  fraud — 

the  practice  of  one  person  borrowing  the  names  of  seven  friends  or  employees 
in  order  to  secure  for  himself  eight  times  the  amount  of  land  allowed  by  law  is 
no  more  reprehensible  than  the  practise  of  eight  persons  using  their  own  names 
In  order  to  secure  for  themselves  an  equal  area  for  purposes  of  speculation. 

Xow,  of  course,  I  don't  see  how  a  man  can  locate  an  oil  claim  unless 
he  is  a  speculator.  The  very  nature  of  the  business  is  that  it  is 
speculation.    It  could  not  be  anything  else.    Then  he  continues : 

Equally  in  both  cases  the  honest  intention  on  the  part  of  the  pretended 
locator  to  prosecute  discovery  work  is  absent,  and  the  same  iniquitous  results 
follow,  namely,  exclusion  from  the  public  domain  of  pros]»octors  who  desire 
in  good  faith  to  comply  with  the  law. 

Xow  I  am  going  to  skip  a  paragraph,  because  it  is  a  repetition, 
and  time  is  running  short.    I  want  to  read  the  last  paragraph : 

It  is  difficult  to  see  any  diiTerence  in  the  situation  of  the  operator  who  goes 
upon  the  public  land  with  the  names  of  seven  dummies  and  takes  eight  times 
what  the  law  offers  and  that  of  one  who  goes  out  and  buys  or  leases  a  similar 
area  from  these  persons  who  have  no  right  under  the  law.  In  the  one  case 
the  pretended  locators  are  dummies  by  prearrnngement :  in  the  other  they  be- 
come such  as  soon  as  opportunity  offers. 

I  don't  know  whether  you  gathered  from  the  reading  the  full  sig- 
nificance of  that,  but  it  is  this,  that  no  poor  man  can  locate  an  oil 
claim  and  be  within  the  law.  If  a  man  locates  a  claim,  knowing  that 
he  hasn't  got  money  in  the  bank  to  drill  a  well,  then  he  is  a  speculator. 
He  knows  he  must  go  out  and  get  somebody  else  to  help  him,  and 
therefore  he  has  committed  a  fraud  from  the  very  beginning,  because 
the  intent  to  drill  himself  is  gone.  He  knows  ne  can  not  drill,  be- 
cause he  hasn't  got  the  money.  When  he  makes  his  location  he  knows 
at  that  time  that  he  must  make  some  arrangement  with  somebody 
else  to  get  the  money  to  drill,  and  then  he  instantly  becomes  a  dummy 
and  a  fraudulent  locator. 

In  other  words,  gentlemen,  we  have  now  for  the  first  time  got  the 
interpretation  of  tne  placer  mining  law  as  applied  to  oil  claims  that 
only  the  rich  man  can  make  a  location ;  that  no  poor  man  can  by  any 
possibility  locate  a  placer  claim  under  the  law  without  committing 
fraud  against  the  Government.  That  is  a  fair  interpretation  of  the 
Attorney  General's  position. 

Now,  I  want  to  comment  on  that.  We  know  that  the  law  was 
intended — ^the  very  purpose  of  the  law  was  intended  to  help  the  pros- 
pector, the  poor  man  who  hasn't  got  any  money  to  go  out  on  the 
public  domain  and  get  something  if  he  could  find  it.  That  was  the 
very  purpose  and  policy  of  the  law.  Now,  how  can  a  man  in  the 
frame  of  mind  that  the  Attorney  General  is  in,  and  that  his  able 
assistants  are  in,  through  these  long  years  of  litigation,  through  de- 
bating these  points — ^how  can  men  in  their  position  offer  to  you  gen- 
tlemen any  compromise  which  would  be  even  reasonable  at  all? 
And  they  can  not,  because  they  have  not  done  it.  They  have  offered 
you  something  which  I  pointed  out  this  morning  is  no  compromise  at 
all.  It  compromises  nothing.  It  means  that  the  litigation  must  ^ 
on  forever.    Do  you  think  for  one  minute  that  anybody  in  California 
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will  accept  that  compromise  ?  Do  you  think  that  if  you  place  it  in 
the  bill  anybody  can  take  advantage  of  it?  Why,  if  you  pass  the  bill 
that  way  you  say  to  every  operator  in  California,  *'  Go  ahead  and 
prove  your  case;  prove  your  right  to  patent;  fight  it  out  to  the 
bitter  end." 

Now,  I  wish  to  show  you  just  a  few  places  on  this  map  as  to  how 
this  leasing  would  work.  Take  section  2,  for  example.  Mind  you, 
this  is  a  case  where  the  court  has  already  decided  that  we  are  entitled 
to  a  patent.  Do  3'ou  think  I  am  going  to  give  up  this  quarter  sec- 
tion and  take  a  lease  upon  the  one  well  in  that  comer — a  well  that 
has  not  produced  a  barrel  of  oil  in  two  years?  It  used  to  produce 
a  little  oil,  but  it  doesn't  produce  any  now.  Do  you  think  by  any 
stretch  of  imagination  I  could  give  up  my  claim  and  take  a  lease  on 
a  well  that  doesn't  produce  any  oil?  Take  the  next  quarter.  The 
court  decided  that  1  was  entitled  to  a  patent  on  that.  There  is  one 
well  on  there  producing  8  barrels  of  oil  a  day.  That  well  cost  me 
$84,000  to  drill.  Do  you  think  I  am  going  to  give  up  a  quarter  sec- 
tion and  take  a  lease  on  that  well?  Do  you  think  I  would  have  any 
right  to  do  it,  considering  the  interests  of  my  stockholders? 

Take  section  28,  on  the  north  80  of  this  quarter.  There  is  one 
well  there.  That  well  was  900  feet  deep  before  the  first  withdrawal. 
It  produced  oil  for  a  while,  but  it  has  not  produced  any  oil  for  three 
years.  Yet  the  Attorney  General  asks  me  in  this  compromise  to  give 
up  80  acres  and  take  a  lease  on  one  well  that  has  not  produced  any 
oil  for  three  years.    So  I  could  go  all  over  this  field. 

It  is  true  that  in  some  cases  some  companies  have  a  good  many 
wells  drilled.  They  are  mostly  big  companies — ^nearly  always  big 
companies.  The  smaller  companies  unfortunately  have  mostly  been 
in  the  hands  of  a  receiver.  They  have  not  been  allowed  to  drill  any 
wells.  Now,  after  litigating  them  to  death — ^to  bankrupting  them 
almost — some  of  them  have  actually  been  bankrupted,  others  their 
existing  made  precarious;  their  credit  gone,  assessments  levied  on 
their  stock,  and  receivers  have  been  in  charge  of  their  property  for 
years.  After  they  have  been  put  in  this  condition  and  aosolutely 
prevented  from  drilling  wells,  tnen  they  blandly  announce,  "  We  will 
give  you  a  lease  on  all  the  wells  that  you  have  already  drilled,  but 
we  will  not  let  you  drill  any  more.'' 

Now  I  want  to  conclude  this,  Mr.  Chairman.  I  know  you  are  all 
weary,  and  I  have  taken  up  more  time  than  I  should.  The  burden 
of  my  story  is  this:  Do  something  to  settle  these  cases.  Give  us 
something  that  will  get  us  out  of  court.  Must  this  litigation  go  on 
and  on  and  on  until  we  never  have  any  end,  and  must  all  our  in- 
dustries perish  while  we  are  talking  law?  Are  we  a  nation  of 
lawyers?  Are  we  a  nation  of  debaters,  of  hair  splitters?  Is  it  so 
important  that  all  these  wonderfully  interesting  questions  be  decided 
by  the  Supreme  Court  of  the  United  States,  that  we  can  suffer  in- 
dustrial destruction  while  we  are  getting  these  decisions  ?  Why,  Mr. 
Chairman,  the  theologians  of  the  Middle  Ages  that  debated  long  and 
arduously  such  interesting  questions  as,  ^How  many  angels  can 
stand  on  the  point  of  a  needle  at  one  time  without  crowding  each 
other?"  were  examples  of  the  highest  i>racticalism  in  comparison 
with  us  as  Americans  if  we  insist  on  going  on  with  this  litigation 
when  destruction  is  at  our  doora 
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Now,  there  must  be  some  way  to  settle  this  litigation.  You  gentle- 
ment  biow  this  story.  We  have  told  it  to  you  often  enough.  You 
know  it  anyway,  because  you  are  mostly  from  the  West.  There  is 
some  way  to  settle  this  litigation.  Give  us  a  fair  and  decent  com- 
promise, and  let  us  get  to  work  on  this  land,  and  let  us  produce  oil 
which  we  so  sadly  need. 

Mr.  Chairman,  I  am  very  grateful  to  you  for  your  courtesy. 

The  Chairman.  We  are  very  much  obuged  to  you,  Mr.  Titus.  Do 
any  members  of  the  committee  desire  to  ask  any  Questions? 

Mr.  Baker.  Mr.  Chairman,  before  Mr.  Titus  leaves,  I  would  like 
to  ask  him  a  few  Questions. 

Mr.  Titus,  you  have  not  given  us  any  statement  in  regard  to  this 

})roposed  amendment.     You  are  just  relying  upon  the  committee 
istening  to  the  amendment  without  any  explanation  from  you  on 
the  matter? 

Mr.  Trrus.  Well,  Judge  Eaker,  I  would  like  to  have  done  that, 
but  I  am  weary  and  I  know  you  are  weary. 

Mr.  Raker.  WeU,  I  would  like  to  ask  you  a  few  questions  in  re- 
gard to  it.    The  first  paragraph  of  the  amendment  provides : 

That  upon  the  relinquishment  or  surrender  to  the  United  States  within  six 
months  from  the  date  of  this  act,  or  within  six  months  after  the  final  denial 
or  withdrawal  of  application  for  patent  by  any  locator  or  his  successor  In 
interest. 

Is  that  intended  to  cover  all  of  these  claimants  that  you  have 
spoken  about? 

Mr.  Trrus.  Yes. 

Mr.  Raker.  Who  had  developed  the  land,  who  had  actually  pro- 
duced oil  in  commercial  quantities  before  withdrawal  ? 

Mr.  Trrus.  Yes,  sir ;  the  amendment  provides  that  anyone  to  take 
advantage  of  is  must  have  a  producing  well  on  the  claim.  Otherwise 
he  can  not  get  any  advantage  of  the  act. 

Mr.  Raker.  Now,  by  surrendering  his  claim  he  could  do  it  at  once? 

Mr.  Trrus.  Yes,  sir. 

Mr.  Raker.  Or  he  could  go  on  until  he  was  defeated  ? 

Mr.  Trrus.  Yes.  But  the  point  about  that,  Judge,  is  this,  that  if 
you  pass  that  kind  of  a  bill,  authorizing  us  to  go  on  and  try  our  case 
out  for  patent,  and  if  we  fail  in  getting  the  patent,  that  we  get  a 
lease;  then  we  are  justified  in  going  ahead  and  drilling  right  now^ 
because  then  the  worst  that  can  happen  to  us  is  to  get  a  lease,  and 
everybody  then  would  start  their,  tools,  and  everybody  could  go  and 
would  go  ahead  and  drill,  because  they  would  know,  at  least,  they 
were  going  to  get  a  lease  on  the  property.  Now  they  feel  that  that 
would  start  development;  that  that  would  get  production.  But  if 
you  require  thein  to  surrender  their  right  to  patent  when  they  believe 
they  are  going  to  get  a  patent,  when  they  are  thoroughly  convinced 
that  they  have  the  right  to  it,  very  many  of  them  would  not  do  that. 

Mr.  Raker.  They  will  be  compelled  to  go  on  with  the  litigation? 

Mr.  Trrus.  They  will  be  compelled  to  go  on  with  the  litigation 
forever. 

Mr.  Raker.  Your  theory  is  that  if  the  provisions  as  provided  in 
this  amendment  were  enacted  into  law  that  practically  all  of  these 
locators  within  the  time  designated  would  surrender  their  claims? 

Mr.  Titus.  I  wouldn't  say  all  of  them,  but  many  of  them  would. 
But  my  thought  about  that  was  this,  that  it  is  wrong  to  require  them 
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to  surrender  their  right  to  a  patent.  If  these  men  have  a  legal  rigbt 
to  a  patent,  I  don't  think  you  gentlemen  want  to  force  them  to  give 
it  up.  Now,  if  they  Haven't  got  a  legal  right  to  a  patent  it  will  be 
on  one  of  these  technicalities  which  I  have  told  you  about.  It  will 
be  a  pure  legal  technicality  and  nothing  else.  Now,  why  not  give 
them  a  lease  if  they  are  not  legally  entitled  to  a  patent,  because  you 
are  going  to  lease  this  land  to  somebody  anyhow  f 

Mi\  Elston.  Now,  the  question  of  fraud  is  one  of  the  grounds  upon 
which  the  patent  may  be  denied,  in  which  case  they  wouldn't  have  a 
moral  or  equitable  right  to  a  lease. 

Mr.  Titus.  If  thev  have  committed  fraud  thev  are  out  of  it,  De- 
cause  they  get  nothing  under  the  bill,  and  the  land  reverts  back  to  the 
Government. 

Mr.  Elston.  Then,  the  only  reason  you  could  assign,  in  case  fraud 
was  carried  in  the  bill,  would  be  that  they  were  cut  out  by  reason  of 
some  technical  omission  in  the  wav  of  diligence  or  something  like 
that? 

Mr.  Titus.  Exactly. 

Mr.  Kaicer.  Now,  if  they  accept  the  lease  feature,  or  proceed  to 
contest  and  lose,  they  would  then  have  the  right  to  lease.  Now, 
supposing  they  should  lose  in  both  instances? 

Mr.  Tnus.  You  mean  lose  the  lease,  too  ? 

Mr.  Raker.  Yes. 

Mr.  Titus.  Well,  if  you  pass  that  amendment  they  wouldn't  lose 
the  lease. 

Mr.  Raker.  They  could  accept  without  question,  but,  I  say,  sup- 
pose they  should  lose  out  in  the  final  application,  or  withdraw  their 
application,  then  it  is  up  to  lease? 

Mr.  Trrus.  Yes. 

Mr.  Raker.  Now,  what  difference  would  it  make  to  the  Govenv 
ment  if  you  fixed  the  royalty,  as  you  have  designated,  or  any  royalty 
that  might  be  fixed  by  Congress,  whether  or  not  the  claimants  that 
have  given  their  time  and  their  money  to  this  development — ^what  is 
the  difference  whether  it  is  given  to  them  or  to  third  parties  or 
strangers? 

Mr.  Titus.  Well,  the  difference  it  would  make  to  the  Government 
might  be  a  question  of  a  few  dollars  more  for  the  Government,  if 
thejr  put  it  up  on  the  auction  block  and  sold  it  to  the  highest  bidder; 
or  if  they  leased  it  at  competitive  royalty  bidding  they  mi^ht  get  a 
higher  royalty  from  some  outsider.  You  must  remember  uiat  most 
of  these  boys  there  are  now  pretty  nearly  down  and  out.  They  have 
been  litigating  with  the  Government  for  years. 

Mr.  Raker.  I  want  to  assume  in  my  question  that  you  fix  the  i-oy- 
nlty  in  the  bill. 

Mr.  Trrus.  Well,  if  you  fix  the  royalty  in  the  bill  the  advantage 
would  be  to  the  Government  to  lease  it  to  the  people  who  are  there 
now,  because  they  are  on  the  ground.  They  have  their  houses ;  they 
have  their  machinery,  largely;  they  have  their  equipment;  they  have 
their  organization ;  they  have  everything  ready  to  start  the  tools  to- 
morrow ;  whereas  if  you  rent  it  to  a  new  person  he  has  to  make  en- 
tirely new  arrangements.  It  will  be  several  months  before  he  could 
possibly  get  started,  and  it  would  be  a  waste  of  capital,  a  waste  of 
material  of  all  kinds,  because  you  would  be  duplicating  what  the 
present  operators  have. 
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Mr.  Raker.  What  would  be  the  effect  upon  the  oil  field  in  allow- 
ing newcomers  to  drill  as  compared  to  those  who  have  had  experi- 
ence in  it,  if  there  is  any  ? 

Mr.  Titus.  Assuming  that  the  newcomers  that  came  in  did  not 
have  experience,  of  course,  you  would  be  in  a  bad  situation.  Assum- 
ing that  they  did  have  experience,  you  would  still  have  a  bad  situa- 
tion, because  you  would  have  all  trie  evils  of  fighting  the  lines,  as  we 
call  it,  drilling  against  each  other;  drilling  too  many  wells  on  a  small 
piece  of  land.  That  is  a  great  disaster  to  an  oil  country,  to  have  too 
manv  wells  drilled  in  a  given  area  of  land.  So  that  the  advantage 
would  be  to  the  Government  if  they  are  going  to  lease  at  a  fixed 
royalty — the  advantage  would  be  to  the  Government  to  lease  to  the 
present  people  and  not  to  others. 

Mr.  Saker.  There  would  not  be  any  difference,  so  far  as  the  re- 
turn to  the  Government  is  concerned,  would  there? 

Mr.  Titus.  Not  if  the  royalty  is  fixed.  I  think  the  Government 
would  get  more  b^  leasing  it  to  the  present  operators,  because  they 
would  get  more  oil  and  would  consequently  get  more  royalty.  But 
if  you  change  the  royalty,  then,  of  course,  a  different  situation  pre- 
sents itself. 

Now,  about  changing  the  royalty.  The  reason  I  don't  think  you 
ought  to  leave  the  royalty  discretionary  with  anybodv  is  this :  That 
the  thing  you  must  do,  whether  you  do  anything  else  or  not,  you 
must  find  some  way  of  opening  up  this  land  and  letting  it  be  drilled. 
That  is  absolutely  necessary.  You  can  not  avoid  mat  necessity. 
Now,  if  you  fix  the  royalty  so  that  we  know  what  royalty  we  are 
going  to  pay,  we  can  afford  to  go  ahead  and  drill ;  but  if  you  leave 
the  royalty  indefinite,  I  don't  know  how  anybody  can  afford  to  drill 
on  an  indefinite  royalty,  because  he  doesn't  know  what  he  has  to  pay. 

Mr.  Baker.  Now,  referring  particularly  to  the  field  designated  as 
Naval  Reserve  No.  2 — ^to  close  it  up — ^the  land  in  contest,  and  allow 
the  privately  owned  land  of  the  claimant  to  proceed  with  drilling — 
would  that  be  an  advantage  to  the  Government  or  a  disadvantage! 

Mr.  Trrus.  It  would  be  a  great  disadvantage  to  the  Government, 
because  the  owners  of  the  private  land  will  get  an  undue  proportion 
of  oil  in  that  way.  They  will  get  more  than  their  natural  share  of 
the  oil.  Just  how  much  more  nobody  can  say,  but  it  will  be  con- 
siderably more. 

Mr.  Saker.  Now,  I  notice  here — and  I  would  like  to  have  you  ex- 
plain that — ^this  first  proviso : 

That  such  lessees  shall  first  pay  to  the  United  States  an  amount  equal  to  one- 
eighth  in  value  of  all  the  oil  and  gas  produced  and  saved  from  such  leased  land 
prior  to  the  date  of  such  lease  at  the  current  field  price  at  the  time  of  produc- 
tion, after  first  deducting  from  such  gross  production  such  oil  or  gas  as  may 
have  been  used  in  the  development  or  operation  of  such  land. 

Now,  what  is  the  object  and  the  purpose  of  that?  And  where  will 
that  give  relief,  either  to  the  Government  or  to  the  oil  claimant  t 

Mr.  Trrus.  Well,  it  gives  a  little  money  to  the  Government. 

Mr.  Raker.  Is  that  the  purpose  of  itt 

Mr.  Trrus.  That  is  the  purpose  of  it, 

Mr.  Rakeb.  Just  what  does  it  mean  ?    Explain  it  please. 

Mr.  Trrus.  It  means  that  everybody  who  takes  a  lease  on  this  land 
will  have  to  pay  the  value  of  one-eighth  of  all  the  oil  which  they 
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have  heretofore  produced  from  the  beginning  down  to  the  present 
time  to  the  Government  before  they  can  get  their  lease. 

Mr.  Kaker.  As  thoue;h  it  had  been  originally  started  and  the  Got- 
emment  had  leased  it  from  the  beginning? 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  Less  operating  expenses! 

Mr.  Titus.  Well,  that  usually  goes  into  the  terms  of  an  ordinary 
lease,  that  we  have  a  right  to  use  the  oil  on  the  lease  itself  before  the 
royalty  is  estimated. 

The  Chairman.  This  doesn't  mean  that,  though. 

Mr.  La  Follette.  It  only  covers  oil,  as  I  imderstand  it.  It  doesnH 
cover  operating  expenses  other  than  oil  f 

Mr.  TiTTTS.  You  are  quite  right.  It  only  provides  that  we  will 
have  a  right  to  deduct  from  the  gross  production  the  oil  that  we 
actually  use  on  the  ground  itself.  No  other  operating  expenses  are 
included. 

Mr.  Raker.  You  deduct  that  first  from  the  entire  prodnction  up 
to  the  time  you  make  the  lease? 

Mr.  Trrus.  Yes. 

Mr.  Baker.  Then,  you  take  one-eighth  of  the  remainder  up  to  the 
time  the  lease  was  made? 

Mr.  Trrus.  Yes. 

Mr.  Saker.  And  that  would  be  paid  to  the  QovemxDent  on  soch 
terms  as  may  be  arranged? 

Mr.  Trrus.  Yes,  sir. 

Mr.  Smith  of  Idaho.  Will  that  apply,  Mr.  Titus,  to  claimants  thit 
had  in  good  faith  located  lands  and  prosecuted  the  work  and  made 
discovery  ? 

Mr.  Titus.  Yes. 

Mr.  Smith  of  Idaho.  Are  you  willing  to  give  the  Grovemment 
one-eighth  of  what  you  have  already  taken  out  ? 

Mr.  Titus.  It  isn't  the  question,  Mr.  Smith,  of  what  we  are  will- 
ing to  do;  it  is  a  question  of  what  we  have  to  do.  I  might  say  thai 
that  provision  was  included  because  it  was  insisted  on  in  the  Senate^ 
Senator  Walsh  insisted  on  our  paying  back  royalty. 

Mr.  Smtth  of  Idaho.  It  seems  to  me  that  if  you  have  a  good  claim 
and  have  complied  with  the  law  it  is  manifestly  unfair  to  the  claim- 
ant to  make  him  paj]  that  back  royalty. 

Mr.  Elston.  This  is  a  part  of  the  compromise. 

Mr.  Trrus.  Yes ;  this  is  part  of  the  compromise.    [Laughter.] 

Mr.  Baker.  Now,  going  back  to  this  provision : 

Such  leases  shaU  be  for  a  period  of  20  years  with  the  preferential  ri^t  ii 
the  lessee  to  renew  the  same  for  succeeding  periods  of  10  years,  and  shall  bs 
upon  such  other  reasonable  terms  and  conditions  as  the  Secretary  of  the  In- 
terior may  prescribe  under  appropriate  rules  and  regulations. 

Now  would  that  treat  the  present  claimants  any  diflferently  than 
it  would  treat  an  individual  on  unexplored  land? 

Mr.  Titus.  I  don't  know  what  the  terms  of  your  general  leasing 
bill  may  bo,  as  to  the  length  of  the  term  of  the  lease;  and  therefore 
I  thought  it  best  to  insert  the  definite  term  of  20  years  in  this  pro- 
vision. You  may  put  in  the  general  leasing  bill  10  years  or  15  yeara 
or  any  other  number  of  years.  I  don't  know  what  you  may  put  io 
there. 
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Mr.  Bakcr.  But  that  might  run  an  unreasonable  length  of  time. 

Mr.  Trrus.  I  think  20  years  is  quite  short  enough,  because  we  have 
oil  fields  in  California  that  are  20  years  old  and  are  still  producing  a 
lot  of  oil. 

Mr.  Raker.  Now  this  special  provision  I  want  to  call  your  atten- 
tion to  it,  and  I  want  you  to  explain  to  the  conmiittee  what  you  mean 
by  it: 

And  shaU  be  upon  such  other  reasonable  terms  and  conditions  as  the  Secre- 
tary of  the  Interior  may  prescribe  under  appropriate  rules  and  regulations. 

What  is  the  purpose  and  object  of  that  provision? 

Mr.  Titus.  The  purpose  is  this.  There  are  many  detailed  pro- 
visions in  a  lease  wnich  it  would  be  quite  impossible  to  set  out  m  a 
bill.  The  lease  must  necessarily  be  two  or  three  pages  of  fine  print 
long.  There  are  dozens  of  conditions  that  go  into  that  lease.  For 
instance,  drilling  conditions — ^that  you  must  drill  such  a  distance 
from  the  line,  etc. 

Mr.  Kaker.  Wellj  I  wanted  to  know,  would  that  include  that? 

Mr.  Tmjs.  Certamly.  The  Secretary  of  the  Interior  would  have 
the  right  to  make  all  general  provisions  with  regard  to  this  lease, 
excepting  the  royalty,  and  excepting  the  length  and  term  of  the 
lease.  Everything  else  he  can  cover  by  his  general  terms  and  regu- 
lations. 

The  Chairman.  He  could  not  the  area. 

Mr.  Trrus.  About  the  area,  Mr.  Ferris,  the  Senate  bill  did  not 
have  any  limitation.  There  is  a  natural  limitation.  The  limitation 
is  the  claims  upon  which  we  have  producing  wells.  Now  we  know 
exactlv  what  everybody  has  in  California.  Gov.  Gillett  filed  here  a 
list  of  companies  in  California. 

The  Chairman.  Right  there,  where  would  that  leave  you  if  the 
amendment  limited  you  people  to  the  preferential  right  to  a  lease  on 
the  land  by  quarter  sections  on  which  you  had  producing  wells? 
What  would  that  leave  you  ? 

Mr.  Titus.  I  don't  know  whether  I  quite  understand  you.  Given 
by  Quarter  sections,  you  say? 

Tne  Chairman.  Yes;  that,  of  course,  is  the  unit  for  placer  claims. 
Now,  where  would  that  leave  you  ?  Both  the  Senate  amendment  and 
this  amendment  have  no  limitation  on  that.  In  other  words,  if  a 
man  had  75,000  acres  under  placer  claims. 

Mr.  Trrus.  And  had  a  producing  well  on  each  claim? 

The  Chairman.  This  doesn't  say  that. 

Mr.  Titus.  That  is  what  it  intended  to  say.  If  it  does  not  say  that 
it  ought  to. 

The  Chairman.  Just  where  is  that? 

Mr.  Eaker.  Lines  4  and  5—"  application  for  patent  by  any  locator 
or  his  successor  in  interest,  of  his  or  their  claim,  or  any  subdivision 
thereof." 

Mr.  Elston  (reading).  "  One  or  more  producing  oil  or  gas  wells." 

Mr.  Titus.  Line  7 — ^"  upon  which  claim  there  has  been  drilled  prior 
to  the  date  of  this  act  one  or  more  producing  oil  or  gas  wells." 

Now,  that  is  the  intention,  to  limit  that  to  the  claim  upon  which 
he  has  got  a  well.  Now,  if  that  language  doesn't  mean  that,  then  we 
are  quite  willing  to  have  it  changed  so  that  it  does  meaii  that. 

The  Chairman.  It  perhaps  does. 


794  OIL  LEASING   LANDS. 

Mr.  Titus.  That  was  the  intention — to  have  it  mean  that  very 
thing. 

The  Chairman.  It  seems  that  it  does. 

Mr.  Elston.  So,  if  you  had  640  acres  but  had  no  producing  well 
on  that  location,  you  would  get  no  patents  under  this  amendment? 

The  Chairman.  It  will  be  a  smaller  unit  than  that. 

Mr.  Titus.  One  hundred  and  sixty  acres. 

Mr.  Elston.  Well,  that  is  the  maximum  limit  of  the  claim. 

Mr.  Titus.  Yes. 

The  Chairman.  Eight  people  associate  themselves  together  and 
take  up  160  acres,  and  then  on  and  on,  successively. 

Mr.  Mays.  Was  that  particular  language  satisfactory  to  the  Wyo- 
ming people? 

Mr.  Titus.  Yes ;  it  was. 

Mr.  Raker.  Now,  would  this  provision  that  I  have  just  called 
your  attention  to,  as  to  prescribing  rules  and  regulations,  give  the 
Secretary  the  privilege  of  inserting  in  the  lease  me  drilling  opera- 
tions so  that  there  would  be  no  waste  of  oil  or  waste  Of  gas,  or  no 
duplicating,  to  prevent  the  water  coming  in,  and  losses  in  that  way? 

Mr.  Titus.  Oh,  yes;  he  would  have  full  authority  in  that  respect; 
and  I  understand  he  will  undertake  to  do  that  verv  thing. 

Mr.  Baker.  I  know ;  but  I  am  holding  right  to  this  provision  here. 

Mr.  Titus.  Yes;  that  is  a  provision  givmg  him  full  authority  to 
make  any  kind  of  general  remilations  that  he  chose  to  make. 

Mr.  Raker.  And  protect  the  public. 

Mr.  Titus.  Protect  the  public  and  protect  the  oil  stratas  and  pro- 
tect the  property  in  any  way.  There  are  only  two  things  he  can  not 
do :  He  can  not  change  the  royalty  and  he  can  not  change  the  terms 
of  the  lease.  iVnything  else  he  can  do.  He  could  even  require  us  to 
drill  a  certain  number  of  wells  if  he  chose  to  do  it,  or  he  could  make  a 
provision  that  we  should  not  drill  beyond  a  certain  number. 

Mr.  Baker.  But  you  get  your  preferential  lease  upon  your  particu- 
lar claim  or  location  of  160  acres,  and  then  the  royalties  would  be 
fixed,  and  the  term  would  be  fixed  in  the  bill,  and  otherwise  the  Sec- 
retary of  the  Interior  could  regulate  the  terms  and  conditions  in  the 
handling  of  that  as  he  could  under  the  general  provisions  outside 
of  the  withdrawals  now  in  this  bill. 

Mr.  Titus.  Exactly  the  same ;  yes,  sir. 

Mr.  Raker.  You  think  it  is  full  enough  to  cover  that? 

Mr.  Titus.  It  is  so  intended,  Judge  Eaker,  and  I  believe  it  is ;  yes, 
sir.    I  believe  it  is  full  enough  to  cover  all  that.  ^ 

Mr.  Eaker.  Well,  now  this  is  a  further  provision : 

And  provided  further,  That  no  person  who  has  been  guilty  of  fraud  In  the 
location  of  such  oil  or  gas  bearing  lands  shall  be  entitled  to  the  benefits  of  this 
section,  nor  sluill  his  assignee  or  successor  In  Interest  or  lessee  be  entitled 
thereto,  unless  he  afllrmatlvely  shows  that  prior  to  the  passage  of  this  act  lie 
acquired  or  leased  such  lands  In  good  faith,  for  a  valuable  consideration,  and 
without  actual  knowledge  of  such  fraud. 

Now,  if  any  fraud  is  discovered  or  proven  against  the  locator, 
against  the  grantee  or  the  lessee,  then  he  would  not  be  permitted  to 
obtain  a  lease,  although  he  should  surrender  his  claim  to  the  land  ? 

Mr.  Titus.  That  is  correct  If  any  fraud  has  been  proven  he  can 
get  nothing  under  this  section,  neither  a  lease  nor  anything  else. 

Mr.  Raker.  Now,  supposing  that  the  original  locator — one  of  the 
original  locators — could  be  technically  claimed  to  be  a  dummy,  but 
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the  other  seven  were  bona  fide.  They  had  transferred  to  one  party, 
and  they  had  transferred  to  another,  and  the  present  owner  relied 
upon  the  record  and  the  statements,  and  found  it  all  clear  and  straight, 
and  he  w^ent  on  and  went  to  drilling  before  the  withdrawal;  the 
land  was  such  that  he  himself  and  his  associates — ^he  had  seven  of 
them — could  have  relocated  it  and  still  relied  upon  the  first  location 
as  well  as  upon  the  second  location,  and  no  fraud  was  discovered— do 
you  say  he  would  be  entitled  to  a  patent? 

Mr.  Titus.  No;  I  say  he  is  entitled  to  a  lease  under  this  section- 
He  might  be  entitled  to  a  patent  under  the  present  law.  I  don't 
know. 

Mr.  Raker.  But  this  bill  permits  him  to  surrender  his  claim  for  a 
patent  and  take  a  lease  ? 

Mr.  Titus.  Yes,  sir. 

Mr.  Raker.  Under  the  royalties  and  conditions  as  designated  ? 

Mr.  Titus.  Yes;  that  is  true. 

The  Chairman.  Of  course  that  is  after  he  has  fought  the  depart- 
ment as  long  as  he  can  and  can* never  get  a  patent. 

Mr.  Titus.  If  he  chose  to  do  that. 

The  Chairman.  Now,  is  that  exactly  square,  Mr.  Titus,  for  him  to 
fight  with  the  department  as  long  as  he  can,  and  then  after  he  has 
lost  everything  and  lost  every  right  at  the  end  of  a  long,  expensive, 
drawn-out  fight,  to  then  have  the  preference  right?  I  think  that  is 
a  fair  question,  Mr.  Titus,  now.    What  do  you  think  about  it? 

Mr.  Titus.  Well,  Mr.  Chairman,  my  thought  about  that  is  this :  I 
can  see  your  point,  that  it  is  giving  the  operator  the  best  of  it,  be- 
cause he  has  the  right  to  try  out  his  case  for  a  patent,  and  if  he 
loses,  then  to  take  a  lease.  And  at  first  blush  that  seems  to  be  so,  that 
it  gives  the  operator  the  best  of  the  compromise,  because  if  he  has 
got  the  right  to  patent,  it  allows  him  an  opportunity  to  get  it,  and 
then  if  he  doesn't  get  the  patent,  he  gets  the  lease  anyway. 

Now,  the  answer  to  that  is  this :  There  are  very  many  oi  these  small 
operators  that  are  really  entitled  to  a  patent.  There  may  be  some  of 
the  big  ones,  too,  but  nearly  all  of  the  companies  are  very  small 
companies.  Out  of  78  companies,  69  of  them  own  160  acres  or  less 
in  California.  Now,  if  those  companies  are  really  lawfully  entitled 
to  a  patent,  isn't  it  wrong  to  force  them  to  take  a  lease,  or  at  their 
peril  lose  everything  trying  out  their  case  for  a  patent?  I  don't  think 
the  United  States  Government  wants  to  force  a  locator  or  a  claimant 
who  really  has  a  genuine  bona  fide  claim  for  patent,  but  which  claim 
is  disputed  by  the  United  States  Government  with  all  the  energy^ 
and  the  zeal  at  their  command,  to  force  that  operator  to  surrender 
his  right  to  a  patent;  and  if  he  doesn't  surrender  that  right  to  a 
patent,  to  lose  everything  in  case  through  some  technicality  he  can  not 
get  the  patent. 

Again,  from  a  public  standpoint,  if  you  pass  a  bill  giving  us  a 
right  to  try  for  a  patent,  and  if  we  fail,  then  we  are  going  to  get  a 
lease,  you  start  the  drills  all  over  that  field  going  immediately,  be- 
cause then  the  operator  knows  that  he  is  going  to  get  something. 

The  Cbuirman.  They  can't  start  the  drills  until  they  get  a  lease, 
of  course. 

Mr.  Trrus.  Certainly  they  can.  If  you  pass  the  bill,  I  will  start, 
and  lots  of  them  will  the  next  day  afterwards.  So  will  everybody 
else. 
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Department,  the  Interior  Department,  and  the  Department  of  Justice 
were  all  present.  Pursuant  to  that,  I  called  this  committee  together, 
and  they  authorized  three  conferees,  Mr.  Lenroot,  Mr.  Taylor,  and 
myself,  as  I  recall,  to  sit  in  that  conference.  Mr.  Lenroot  stated  at 
the  beginning  of  that  conference  that  he  sat  there  in  an  advisory 
capacity  only,  and  of  course  would  never  be  bound  by  anything  that 
took  place  there,  and  he  did  not  at  any  time.  He  heard  the  confer- 
ence, and  I  think  some  good  points  were  thrashed  out  and  some 
things  accomplished.  And  it  is  true  that  Mr.  Finney  and  the  depart- 
ments li^ere  there  in  an  effort  to  help  get  together.  I  think  it  is  not 
quite  what  any  of  you  would  want  to  say  that  that  is  the  depart- 
ment's report,  because,  of  course,  it  is  not;  and  nowhere  does  any 
bill  carrying  anything  like  sections  16  and  17,  or  anjrtihing  like  this 
provision,  bear  the  favorable  report  of  the  Interior  Department-  I 
think  that  much  ought  to  be  said  for  the  benefit  of  the  record. 

Mr.  GiLLETT.  Section  16  as  passed  by  the  Senate  was  prepared  by 
Mr.  Finney  and  Commissioner  Tallman,  with  one  or  two  amendments 
in  there  on  fraud,  which  we  put  in. 

The  Chairman.  But  it  has  never  borne  the  recommendation  of  the 
Interior  Department  in  any  form  by  letter  or  otherwise. 

Mr.  GiLLEiT.  I  understand  the  Secretarv  of  the  Interior  requested 
them  at  that  time  to  prepare  it,  and  the  Secretary  of  the  Navy  was 
requested  to  prepare  a  bill,  which  he  refused  and  declined  to  do,  and 
that  was  prepared  by  the  Interior  Department  at  the  request  of  the 
Secretary.    Those  are  the  facts,  for  I  helped  to  work  on  it  myself. 

The  Chairman.  I  made  some  inquiries  about  that.  Governor,  and 
I  think,  if  you  will  invite  the  Secretary  to  come  here,  he  will  say — 
and  while  it  is  perfectly  proper  to  have  this  record  show  that  Sec- 
retary Lane  wants  to  go  further  than  the  other  two  departments — 
and  the  record  has  been  right  all  along  in  that — ^I  do  not  think  it  is 
quite  the  right  thing  for  any  of  us  to  say  that  this  provision,  which, 
of  course,  is  a  replica  of  sections  16  and  17  largely,  has  ever  borne 
the  favorable  report  of  the  department;  for,  so  far  as  I  know,  it  has 
not.  Neither  in  the  hearings  nor  in  any  letter  that  has  ever  been  sent 
to  either  committee  has  it  ever  borne  the  indorsement  of  the  Interior 
Department.    I  am  right  in  that,  am  I  not? 

Mr.  GiLLETT.  I  do  not  know  what  you  call  it,  but  when  Commis- 
sioner Tallman  and  Mr.  Finney  were  requested  by  the  Secretary 
of  the  Interior,  I  understand  that  they  were  to  prepare  a  bill  for 
your  committee,  and  then  that  they  presented  it  there. 

The  Chairman.  Before  my  committee  ? 

Mr.  GiLLETT.  This  committee  that  we  are  talking  about^ — that  it 
came  pretty  nearly  having  the  indorsement  of  the  department. 

The  Chairman.  Well,  of  course  there  is  something  that  you  mijrht 
quibble  over.  This  ought  to  be  stated :  Secretary  Lane  drew  the  orig- 
inal two  bills — the  bill  I  introduced  and  the  bill  introduced  in  the 
Senate.  Secretary  Lane  indorsed  each  time  by  letter,  and  so  did 
every  department  of  his,  including  the  Geological  Survey  and  the 
Bureau  of  Minos,  and  evei-y  arm  of  his  department,  by  letter  over 
his  signature,  every  line  of  the  bill  as  it  twice  passed  the  House; 
and  they  have  indorsed  every  line  of  it  as  it  was  reported  from  this 
committee  this  year.  House  of  Representatives  3232 ;  and  I  have  the 
personal  justification  and  personal  indorsement  over  their  signa- 
tures of  every  one  of  them  to  every  line  of  the  bill  as  it  was  reported 
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.  again  this  year.  But  if  anybody  has  anywhere  the  written  indorse- 
ment of  sections  16  and  17  as  it  passed  the  Senate,  or  of  this  provi- 
sion as  presented  by  Mr.  Titus,  I  would  like  to  have  it  go  into  the 
record  at  this  point.    I  do  not  think  it  was  ever  written. 

Mr.  GiLLETT.  No;  I  don't  think  it  was  written.  I  know  a  great 
deal  was  said  and  done,  and  I  don't  want  to  do  more  than  have 
the  fact  presented.  This  matter  came  out  on  the  question  asked  by 
Judge  Baker  if  there  was  a  joker  in  this  bill,  and  I  put  it  up  that 
it  was  prepared  by  Mr.  Finney  and  Commissioner  Tallman,  and  if 
there  was  any  joker  in  it  they  are  responsible  for  it.  That  is  all  I 
am  driving  at. 

The  Chaibman.  Well,  that  is  all  right  then. 

Mr.  Trrus.  I  would  like  to  supplement  my  answer  to  your  ques- 
tion as  to  whether  it  is  fair  to  have  this  bill  provide  that  a  man  may 
try  out  his  right  for  patent  first,  and  then  if  he  fails  he  can  take  a 
lease.  Let  me  say  that  we  have  provided  there  that  if  we  take  a 
lease  we  pay  back  royalty  from  the  beginning. 

The  Chairman.  That  is  true;  you  have  a  provision  which  is  cer- 
tainly eminently  fair  in  that. 

Mr.  Trrus.  In  the  House  bill  which  you  passed  through  the  House 
twice  you  did  not  provide  that  we  should  pay  any  back  royalty  at  all. 

The  Chairman.  That  is  true. 

Mr.  Titus.  In  the  House  bill  you  did  not  permit  us  to  try  out  our 
right  to  patent,  but  you  stated  that  within  six  months  we  must  come 
in  and  surrender  our  claim  for  patent  and  take  a  lease. 

The  Chairman.  Our  effort  was  to  make  a  finality  of  it. 

Mr.  Trrus.  Well,  one  of  these  things  rather  offsets  the  other.  If 
we  don't  have  to  pay  back  royalty,  that  will  be  a  great  consideration 
to  us.  If  we  have  the  right  to  try  for  a  patent,  then  we  are  willing 
to  pay  back  royalty,  but  if  we  don't  have  any  right  to  try  for  a 
patent,  then  we  certainly  should  not  be  penalized  by  having  to  pay 
back  royalty,  because  you  have  never  done  it  before. 

The  Chairman.  That  is  a  very  good  answer.  Now  do  you  think 
it  is  entirely  fair  under  your  proposed  amendment  to  strip  the  De- 
partment of  Justice  and  disarm  them  in  their  ability  to  set  up  the 
dummy-entry  defense  in  any  case,  which,  of  course,  your  amendment 
does? 

Mr.  Trrus.  The  only  thing  that  the  amendment  does,  Mr.  Chair- 
man, is  to  provide  that  if  a  really  innocent  person  can  prove^the 
burden  is  on  him  to  prove  it — ^but  if  he  can  prove  that  he  is  inno- 
cent in  the  transaction  and  that  he  had  no  knowledge  of  the  dummy- 
then  what?  He  don't  get  a  patent,  but  he  gets  a  lease.  Now  what  is 
there  wrong  about  that.  Mr.  Chairman  ? 

The  Chairman.  Well,  now,  it  absolutely  destroys  that  defense, 
whatever  it  may  be  worth. 

Mr.  Titus.  Why  shouldn't  it  destroy  the  defense  ?  Wli y  shouldn't 
an  innocent  purchaser  have  a  right  to  patent  ?  I  believe,  Mr.  Chair- 
man, under  the  law  as  it  stands,  that  an  innocent  purchaser  has  a 
right  to  patent  if  he  purchased  prior  to  withdrawal.  I  could  read 
you  a  section  of  the  Pickett  bill — and  it  is  a  nice  legal  argunient — but 
now  let  us  settle  that  question.  We  say  he  has  got  the  right  to  a 
patent.  Judge  Bean  in  one  of  his  decisions  intimates  that  that  pos- 
sibly may  be  true.  He  doesn't  say  it  is  true.  He  intimates  that  it 
possibly  may  be  true.    We  say  that  such  a  purchaser  has  a  right  to  a 
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patent.  The  Attorney  General  says  we  haven't  a  right  to  anything. 
Compromise  it  and  give  us  a  lease.  He  has  to,  pay  back  royalty  from 
the  beginning.  He  can  not  get  a  patent  in  any  event.  Why  not  give 
him  a  lease  if  he  is  an  innocent  purchaser? 

The  Chairman.  Now,  let  me  ask  you,  supposing  that  eight  men,  one 
after  another,  take  up  claims — as  they  do — ^that  is  the  practice — and 
get  an  acreage  all  out  of  proportion  to  their  case,  and  never  do  any- 
thing on  those  claims  except  have  a  clear  paper  location,  engaged 
solely  in  a  paper  location  scheme ;  and  they  transfer  for  an  unimpor- 
tant consideration  to  a  second  party — as  happens  all  the  time.  Now, 
is  it  entirely  right  to  let  Government  property  and  to  ask  Congress  to 
aid  in  disposing  of  Government  property  in  that  way  ? 

Mr.  Trrys.  Well,  of  course,  the  transfer  for  an  unimportant  con- 
sideration, I  do  not  know  just  what  you  have  in  mind  with  regard  to 
that. 

The  Chairman.  Well,  you  know  of  cases,  Imndreds  of  them,  like 
that,  don't  you? 

Mr.  Titus  No;  frankly,  I  do  not. 

The  Chairman.  Where  men  make  it  a  business — real  estate  curb- 
stone fellows  make  it  a  business  to  go  out  and  stake,  not  a  few  claims 
but  a  very  great  many  claims,  for  the  sole  purpose  of  assembling 
them  and  immediately  assigning  them  without  ever  putting  a  cent 
in  them.    Now,  that  practice  has  come  under  my  observation. 

Mr.  Titus.  Well,  I  suspect  that  has  happened  sometimes. 

The  Chairman.  Isn't  that  quite  common  out  there  in  that  western 
country  ? 

Mr.  Titus.  Of  course,  we  have  not  made  any  locations  out  there  for 
so  many  years — ^it  is  unfair  to  say  it  is  common  now. 

The  Chairman.  But  they  are  making  them  in  Wyoming  right 
now,  aren't  they? 

Mr.  Titus.  I  don't  know. 

The  Chairman.  That  is  my  information.  Didn't  they  do  it  in  Cali- 
fornia ? 

Mr.  Titus.  They  did  to  some  extent,  Mr.  Chairman. 

The  Chairman.  Didn't  you  relate  a  case  of  it  here  to-night  in  that 
McMurtrey  case?    Isn't  tnat  a  case? 

Mr.  Titus.  Well,  that  is  a  case  where  they  located  a  large  amount  of 
land,  but  I  would  not  go  so  far  as  to  say  they  did  no  work  on  that 
land.    I  think  in  every  case  there  was  some  work  at  least. 

The  Chairman.  How  much  work  did  those  seven  men  that  got 
$500  apiece  do? 

Mr.  Titus.  In  the  first  place  you  must  remember  they  had  to  sur- 
vey the  land.  The  surveying  of  that  land  out  there  in  that  desert,  40 
miles  from  nowhere,  is  quite  a  task.  It  costs  money  to  do  that.  They 
had  to  survey  the  land ;  they  had  to  set  the  comer  posts ;  they  had  to 
find  the  land  and  where  it  was. 

The  Chairman.  Now,  let  me  ask  you  again,  do  you  think  the  fix- 
ing of  an  absolute  one-eighth  royalty,  hard  and  fast  in  all  cases, 
without  any  discretion  to  either  go  up  or  down,  or  to  have  any 
bonuses  or  anything  to  determine  priority,  is  a  wise  provision? 

Mr.  Trrus.  I  think  it  is  absolutely  not  only  wise,  but  it  is  neces- 
sary. 

'the  Chairman.  How  will  you  determine  priorities  in  leasing? 
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Mr.  T1TU8.  There  aren't  any  priorities  in  leases.  Now,  remember, 
this  is  a  relief  provision. 

The  Chairman.  Aren't  there  a  number  of  claimants  for  some  of 
these  lands? 

Mr.  Trrcjs.  No,  sir. 

The  Chairman.  You  have  a  provision  written  into  the  law  here 
which  provides  that  this  shall  not  disturb  or  in  any  way  affect  parties 
litigant  where  there  is  more  than  one  applicant.  What  do  you  say 
to  that? 

Mr.  Titus.  Well,  Mr.  Chairman,  I  have  to  confess  that  you  have 
me  in  a  comer;  but  I  want  to  say  in  defense  that  that  provision 
which  you  have  just  read  was  written  in  there  by  the  Wyoming  dele- 
gates, and  there  is  no  such  condition  in  California. 

The  Chairman.  No  such  animal?     [Laughter.] 

Mr.  Trrus.  And  they  asked  that  that  go  in  there,  so  I  must  con- 
clude that  there  are  some  conflicting  claimants  in  Wyoming. 

The  Chairman.  Let  me  ask  you  again,  haven't  you  some  com- 
passion for  the  committee  that  has  to  get  this  legislation  through 
Congress^  when  you  have  offered  to  us  here  a  provision  without 
any  limitation  as  to  area  at  all  ? 

Mr.  Trrus.  Well,  as  to  that 

The  Chairman  (interposing).  As  to  just  how  and  what  sort  of 
procedure  we  are  going  to  adopt  to  get  through  Congress  with  that? 

Mr.  Trrus.  Now,  I  can  give  you  the  exact  acreage,  calculating  the 
highest  acreage  that  any  company  has  at  3,300  acres.  That  is  the 
Standard  Oil  Co.  The  Honolulu  Oil  Co.,  the  next  highest,  has  some- 
thing like  2,700  acres,  I  believe.  Then  comes  the  Associated  Oil  Co., 
I  think,  with  1,280  acres. 

The  Chairman.  Of  course,  this  applies  to  others  than  California. 
This  applies  to  Wyoming  also. 

Mr.  Trrus.  I  don't  know  anything  about  the  acreage  in  Wyoming. 

The  Chairman.  Well,  that  is  true,  isn't  it,  that  this  amendment 
covers  the  whole  United  States,  wherever  there  is  public  land  and 
wherever  there  is  oil  land? 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  It  is  not  a  California  bill. 

Mr.  Trrus.  No ;  not  at  all. 

Mr.  Mays.  But  there  must  be  a  producing  well  on  each  claim. 

Mr.  Trrus.  There  must  be  a  producing  well  on  eadi  claim,  and 
I  had  supposed  that  the  producing  well  would  take  care  of  that. 
Now,  if  the  committee  wishes  to  put  a  limit  on  it,  it  is  for  the  com- 
mittee to  decide,  of  course.  That  is  for  the  committee  to  decide. 
Mr.  Chairman,  you  asked  us  very  frankly  to  put  down  in  a  bill 
what  we  thought  we  ought  to  have. 

The  Chairman.  I  certainly  did,  and  you  honestly  complied  with 
that  request.  I  had  not  intended  to  even  interrogate  you  on  it, 
but  Judge  Baker  brought  out  some  things  that  I  can  not — ^I  have 
got  the  responsibility  of  some  of  this  on  me,  if  it  gets  through  at 
all,  and  of  course  I  can  not  let  the  record  get  in  too  bad  a  shape 
here. 

Mr.'Trrus.  I  thought  the  record  was  getting  in  pretty  good  shape. 

The  Chairman,  (jood  for  you,  perhaps.     [Laughter.] 

Mr.  Bak£R.  But,  now,  just  a  moment.  The  gentleman  presented 
an  amendment  here,  and  the  purpose  of  my  exammation  is  to  analyze 
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it,  to  see  whether  or  not  it  is  lust  and  proper  and  ought  to  be  con- 
sidered by  the  committee,  and  whether  or  not  there  are  any  flaws 
in  it  that  ought  to  be  stricken  out,  or  any  new  and  unjust  provisions, 
and  whether  or  not  there  ou^ht  to  be  any  insertions,  and  that  is  an 
entire  matter  that  the  committee  will  consider.  We  are  taking  this 
hearing  down,  and  I  want  to  know,  for  one,  whether  or  not  we  coulA 
in  justice  to  the  public  and  to  the  men  interested,  adopt  such  legisla- 
tion ;  and  therefore  I  put  that  broad  question  to  you,  whether  or  not 
you  thought  there  were  any  unjust  provisions  in  here  whereby  th« 
committee  might  be  criticized  if  they  agreed  to  it. 

Mr.  Titus.  Absolutely  none. 

The  Chairman.  Let  me  add  one  or  two  questions,  please,  because 
we  must  conclude  with  this  witness. 

I  notice  at  the  end  of  your  provision,  Mr.  Titus,  you  have  incor- 
porated a  provision  that  is  not  in  the  Senate  bill,  as  I  recall,  or  the 
House  bill,  which  extends  the  temporary  relief  bill,  so  called. 

Mr.  Titus.  Yes,  sir. 

The  Chairman.  Why  is  that  necessary? 

Mr.  Barnett.  That  is  in  the  Senate  bill. 

The  Chairman.  Well,  I  am  in  error  about  that. 

Mr.  Titus.  It  is  in  the  Senate  bill,  but  it  doesn't  happen  to  be 
in  section  16  of  the  Senate  bill. 

The  Chairman.  Why  is  that  necessary?  There  is  nothing  in 
there  that  repeals  that  anyway,  is  there? 

Mr.  C.  H.  Clay.  Yes. 

Mr.  Titus.  We  have  anticipated  that  this  repealed  all  that  legisla- 
tion. 

The  Chairman.  You  may  be  right  about  that.  Your  theory  is 
when  you  offered  it  that  it  does  repeal  the  temporary  relief  bill  of 
1914?* 

Mr.  Titus.  Yes. 

The  Chairman.  Now,  let  me  ask  you  again  just  how  would  yon 
determine  priorities  ?  I  think  I  asked  that  once  before,  but  I  want 
to  make  sure  about  it.  How  would  you  determine  priorities  for » 
given  tract  of  land,  where  the  royalty  was  fixed  and  definite;  when 
10  applicants  made  application  for  the  same  tract  of  land  ? 

Mr.  Titus.  Now,  Mr.  Chairman,  I  can  not  answer  that  question, 
because  there  is  no  such  case  in  California.  | 

The  Chairman.  But  there  are  many  such  cases  in  other  placeil 
There  are  numerous  cases  and  will  be  numerous  cases.  , 

Mr.  Trrus.  I  think  you  have  in  mind  the  general  leasing  provision 
of  the  bill  and  not  the  relief  provisions. 

The  Chairman.  Yes;  but  this  becomes  a  paragraph  in  the  gene: 
leasing  bill,  and  of  course  becomes  a  part  of  it,  and  you  can  not 
a  hard  and  fast  royalty  for  proven  land,  Mr.  Titus,  and  then  tu 
around  and  allow  a  graduated  rise  in  the  scale  of  rates  for  unproy* 
land  and  wildcat  land ;  so  the  rate  in  your  so-called  relief  provbao^ 
would  naturally  become  the  rate  in  the  other,  and  if  not  I  do  not  sei 
how  you  could  depart  from  that. 

Mr.  Titus.  Well,  Mr.  Chairman,  it  seenis  to  me  that  you  have  i 
slight  misconception  of  the  purpose  of  this  relief  provision.  Twj 
relief  provision  is  intended  to  compromise  present  litigation.  Tk" 
is  its  purpose,  to  compromise  it.    Now,  it  will  not  compromise  it  W 
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oflfer  a  lease  at  an  unknown  royalty.  Nobody  can  give  up  the  right 
they  have  got  and  accept  a  lease  under  it  unless  they  know  exactly 
what  they  are  going  to  get. 

The  Chairman.  You  would  know  all  right,  but  it  might  be  a  higher 
rate  in  some  instances.    That  is  the  answer  to  that. 

Mr.  Titus.  But  you  ought  not  to  put  the  Secretary  of  the  Interior 
in  such  a  position  as  that.  Now,  you  are  passing  a  bill  to  settle  these 
cases,  and  let  us  know.    We  have  got  to  call  our  stockholders  to- 

fether^  we  have  got  some  troubles  of  our  own  to  settle,  and  let  us 
now  ]ust  what  we  are  going  to  pay,  and  then  we  can  give  you  an 
answer. 

The  Chaikman.  You  are  aware  of  the  fact  that  we  put  a  pro- 
vision of  that  sort  in  the  bill,  and  each  time  it  was  stricken  out  and  a 
minimum  of  one-eighth  incorporated  on  the  floor  of  the  House. 

Mr.  Tnus.  Well,  of  course  if  the  House  is  bound  to  pass  a  bill 
that  is  of  no  use  to  us,  we  can  not  help  it. 

The  Chairman.  Well,  does  it  necessarily  follow  that  it  is  no  use 
to  you? 

Mr.  Titus.  It  would  destroy  it,  in  my  judgment,  in  very  large 
measure  unless  you  fix  the  royalty,  because  you  can  not  make  any- 
body accept  a  lease  unless  he  knows  what  royalty  he  is  going  to  pay. 

The  Chairman.  He  would  know  before  they  compromised  the  case. 

Mr.  Titus.  You  mean  if  they  put  up  the  question  to  the  Interior 
Department,  and  if  we  do  surrender  our  right  to  patent  and  take  a 
lease  at  what  royalty  they  fix? 

The  Chairman.  Certainly,  the  contract  would  have  to  be  drawn 
and  submitted  to  you,  and  you  would  have  to  approve  it  or  go  on 
with  the  litigation. 

Mr.  Titus.  My  experience  with  all  the  boards  of  the  Government 
here  is  that  you  can  iiot  get  an  answer  to  a  hypothetical  case.  They 
say,  "  Put  your  stuff  in  writing,  and  then  we  will  tell  you  what  we 
will  do."  And  I  am  very  much  afraid  that  we  never  could  get  an 
answer  which  would  be  binding:  on  the  Secretary  of  the  Interior. 

The  Chairman.  You  are  doing  it  every  day  in  that  very  way  all 
over  my  State. 

Mr.  Trrus.  But  you  are  not  asking  anybody  to  come  in  and  sur- 
render a  million  dollars'  worth  of  property  and  take  something  they 
don't  know  anything  about. 

The  Chairman.  The  Secretary  is  re-leasing  land  for  20  years  right 
along  down  there  and  fixing  the  royalty  in  the  lease.  He  is  doing  it 
right  along  and  there  is  nothing  novel  about  it.  He  blocks  out  4,800 
acres  of  land,  for  example,  and  he  puts  it  up  and  he  asks  for  bids  on 
it,  and  dozens  of  bids  come  in.  Or  he  fixes  the  rate  and  he  puts  it 
up  and  auctions  it  off  at  a  bonus;  and  the  other  day  I  think  it  was  a 
160-acre  tract  that  went  at  a  25  per  cent  royalty  and  a  $200,000 
bonus  in  the  Osage. 

Mr.  Trrus.  Of  course  that  is  very  valuable  land.  But  I  don't  see, 
Mr.  Chairman,  that  that  is  a  comparable  case  with  this  case.  Now, 
the  man  who  bid  that  $200,000  bonus  knew  exactly  the  kind  of  lease 
that  he  was  going  to  get,  didn't  he?    And  he  knew  the  royalty? 

The  Chairman.  Of  course. 

Mr.  TiTtJS.  He  knew  the  royalty  fixed.  Now,  you  are  asking  us  to 
bid  not  money,  but  you  are  asking  us  to  bid  the  entire  value  of  our 
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relief  for  the  general  oil  situation  in  California,  if  it  were  necessary 
to  do  that.  And  if  it  is  necessary  to  sacrifice  personal  interests  in 
this  matter,  I  am  quite  willing  to  do  it  if  you  will  grant  the  relief 
necessary  to  everybody  else,  because  relief  is  needed,  and  I  certainlj 
do  not  want  to  stand  in  the  way  of  general  relief  simply  b^ause 
I  happen  to  be  in  the  naval  reserve. 

The  Chairman.  Of  course  you  have  won  most  of  your  cases  in  the 
lower  court  already,  haven't  you,  in  the  naval  reserve? 

Mr.  Titus.  I  have  one,  section  2. 

The  Chairman.  You  would  not  surrender  your  chances  tor  a 
patent  and  take  a  lease  anyway  in  section  2  in  the  naval  reserre, 
would  you? 

Mr.  Titus.  Well,  I  would  have  to  talk  it  over  with  my  stock- 
holders. I  am  only  a  trustee,  you  know.  It  is  true  I  am  president 
of  the  company,  but  you  must  remember  I  have  400  stockholders 
and  their  rights  must  be  considered. 

The  Chairman.  Certainly. 

Mr.  Titus.  I  might  have  to  ask  them  whether  they  would  be  will- 
ingto  surrender  or  not. 

The  Chairman.  It  is  true  that  the  oil  men  did  make  an  agreement 
to  eliminate  the  Naval  Beserve  No.  2,  in  the  Senate,  and  the  pro- 
vision was  so  incorporated,  and  Senator  Pittman  of  the  Senate  com- 
mittee carried  it  through  in  that  way.    Isn't  that  true? 

Mr.  Titus.  Not  exactly  true — pardon  me.  It  is  true  that  I  made 
that  agreement,  because  Senator  jPittman  represented  to  me  that  he 
could  not  get  the  bill  up  in  the  Senate  without  that  was  done.  So  I 
said,  ^^As  lar  as  I  am  concerned,  you  may  strike  that  out  of  the  bill'' 
But,  Mr.  Chairman^  there  was  the  Record  Oil  Co.,  the  Caribou  Oil 
Co.,  the  Boston-Pacific  Oil  Co.,  the  Honolulu  Oil  Co.,  who  certainly 
never  consented.  They  not  only  did  not  consent,  but  they  sent  tele- 
grams of  protest  against  it. 

The  Chairman.  You  and  Gov.  Gillett  both  agreed  to  that,  didn't 
you? 

Mr.  Trrus.  I  do  not  know  about  Gov.  Gillett.  I  am  not  prepared 
to  say  that. 

The  Chairman.  You  represent  about  80  companies  yourself,  do 
you  not? 

Mr.  Titus.  Yes,  sir. 

The  Chairman.  Speaking  for  them  and  for  yourself  you  did 
agree  to  it  yourself,  didn't  you  ? 

Mr.  Titus.  No  ;  of  course  the  80  companies  are  nearly  all  outside 
of  the  reserve. 

The  Chairman.  Some  of  them  were  in,  but  most  of  them  out! 

Mr.  T1TU9.  Nearly  all  of  them  are  out. 

Mr.  Raker.  Now^  where  did  Senator  Swanson  come  in  relative  to 
agreeing  to  this  legislation  ? 

Mr.  Trrus.  Senator  Swanson  is  practically  the  chairman  of  Naval 
Affairs  Committee  of  the  Senate. 

Mr.  Eaker.  I  know,  but  what  right  has  the  Naval  Affairs  Com- 
mittee to  go  out  here  and  try  to  compel  men  to  abandon  their  prop- 
erty in  order  toget  a  bill  up  in  the  Senate ? 

Mr.  Titus.  Well,  I  don't  know.  Judge.    I  can  not  tell  you. 

Mr.  Raker.  I  know,  but  do  you  know  anything  about  that? 
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Mr.  Trnis.  No ;  I  don't  know  anything  about  it 
Mr.  SiNNOTT.  Do  the  courts  hold  a  purchaser  of  a  claim  to  any 
diligence  or  vigilance  in  ascertaining  the  bona  fides  of  the  claim  he 
is  purchasing? 

Mr.  Titus.  No  ;  they  do  not.  The  only  case  in  which  diligence  is 
required — I  am  not  talking  now  about  a  contest  with  the  Sovem- 
ment  itself — the  only  case  in  which  diligence  is  required  is  where 
there  is  an  adverse  contestant  to  the  claim. 

Mr.  SiNNOTT.  He  need  make  no  inquiry  as  to  whether  or  not  the 
original  locator  was  acting  in  good  faith  or  not? 

Mr.  Trrus.  Well,  I  donT  know  exactly  what  you  mean  by  "  acting 
in  good  faith."  If  you  mean  prosecuting  the  work  on  the  land  as  a 
part  of  that,  I  would  say  no,  because  there  are  many  instances 
where  locations  have  been  made  and  lie  dormant  for  8  or  10  years 
with  nothing  done  at  all,  and  then  they  are  taken  up  and  work  is 
done  on  them  and  they  are  patented  by  the  Interior  Department. 

Mr.  Elston.  There  is  just  one  question  I  would  like  to  ask.  You 
are  discussing  now  the  possibility  of  leaving  out  of  this  bill  the  re- 
lief section,  which  so  far  as  it  touches  the  naval  reserve  leaves  the 
relief  section,  I  suppose,  to  applj'  to  the  withdrawn  areas  outside  of 
the  naval  reserve  ? 

Mr.  Trrus.  Yes. 

Mr.  Elston.  But  if  that  can  not  be  done,  the  whole  relief  section 
to  be  left  out  and  only  the  leasing  section  left  in.  Now,  what  would 
be  the  situation  with  regard  to  who  would  be  advantaged  by  it,  and 
what  would  be  the  general  situation  ? 

Mr.  Trrus.  If  no  relief  legislation  is  passed,  and  if  this  land  can 
not  be  developed ;  if  it  has  to  stay  in  the  same  position  it  is  in  now, 
so  that  no  oil  can  be  produced,  it  must  be  perfectly  apparent  that  the 
companies  who  own  production  from  land  with  uncontested  titles 
are  the  people  who  are  going  to  be  advantaged  by  it.  In  other  words, 
the  shortage  is  so  serious  that  people  who  have  land  over  which 
there  is  no  contest  must  naturally  be  enriched  tremendously,  unless 
you  gentlemen  pass  relief. 

Mr.  Elston.  For  instance,  would  that  exclude  the  Standard  Oil 
Co.  and  the  larger  companies  or  the  smaller  companies? 

Mr.  Trrus.  It  would  include,  of  course,  the  smaller  companies  to 
the  extent  that  they  have  land.  But  the  Standard  Oil  Co.,  it  must 
be  remembered,  has  a  production  in  California  of  60,000  barrels  of 
oil  a  day.  Out  of  that  60,000  barrels  of  oil  per  day  58,000  barrels 
come  from  patented  lands.  Only  2,000  barrels  of  oil  per  day  out 
of  the  60,000  comes  from  land  which  is  in  any  kind  of  a  controversy 
with  the  Government.  So  it  must  be  perfectly  apparent  that  if  the 
Standard  could  shut  off  all  this  other  land  from  being  drilled,  that 
they  could  well  afford  to  sacrifice  2,000  barrels  a  day  for  the  sake 
of  getting  an  increased  price  on  58,000  barrels  which  they  are  turn- 
ing in  every  day. 

The  Chaibmak.  But  they  are  claimants. 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  They  are  the  largest  claimants  out  there,  aren^t 
ihey? 

Mr.  Trrus.  They  have  3,300  acres. 

The  Chairman.  That  is  the  largest  California  claim,  isn't  it? 
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reserve  that  was  not  located  and  occupied  and  work  being  done  upon 
it — real,  legitimate,  bona  fide  work — ^prior  to  the  first  withdrawal, 
prior  to  September  27, 1909.  I  could  go  through  there  and  give  you, 
section  by  section,  the  amount  of  money  expended  on  it,  but  probably 
you  would  not  be  interested  in  that.  But  now  consider  the  case  of 
two  men — one  just  inside  and  one  just  outside  the  reserve.  They  are 
both  there  before  withdrawal;  they  are  both  there  working  on  the 
land;  they  both  make  discovery  of  oil;  and  on  December  13,  191:i, 
somebody  down  in  the  Navy  Department  draws  a  red  line  around  a 
block  of  that  land  and  says,  "  This  is  a  naval  reserve."  Now,  under 
those  circumstances  how  can  you  seriously  say  that  the  man  outside 
is  entitled  to  something,  but  the  man  inside  is  entitled  to  nothing  i 
They  are  exactly  in  the  same  condition. 

Mr.  Elston.  I  don't  know  whether  the  comment  of  the  Secretary 
of  the  Navy  bears  out  this  inference,  but  there  is  room  there  to  draw 
the  implication  or  inference  that  if  he  is  looking  at  the  merits  and 
equities  of  this  thing  he  practically  says  that  the  people  outside  the 
naval  reserve  but  within  the  withdrawn  areas — ^he  cares  nothing 
about  them,  in  other  words ;  they  don't  arouse  his  indignation,  what- 
ever they  claim ;  but  those  within  the  naval  reserve,  he  doesn't  believe 
they  are  entitled  to  the  limited  modicum  of  relief  given  in  the  sub- 
stitute amendment,  which  shows  rather  a  disdain  for  that  class  of 
claimant.  Now,  I  was  just  wondering  whether  there  was  anything 
particular  in  that. 

Mr.  Titus.  I  think  the  attitude  of  the  Secretary  of  the  Navy  is 
simply  this,  Mr.  Elston:  That  they  are  outside  of  his  jurisdiction, 
outside  of  the  naval  reserve,  and  ne  doesn't  care  what  you  do  out 
there. 

The  Chairman.  That  is  in  the  record. 

Mr.  Elston.  Well,  I  wanted  to  draw  that  out,  as  to  whether  there 
was  any  difference  between  the  two  classes  of  claimants. 

Mr.  Titus.  No. 

Mr.  Elston.  You  say  no? 

Mr.  Titus.  Absolutely  not. 

The  Chairman.  Just  one  thing  more,  Mr.  Titus.  Was  it  true  that 
the  oil  men  did  agree  on  the  Senate  side  to  drop  the  naval  reserve, 
so  called  ? 

Mr.  Titus.  Mr.  Chairman,  the  situation  in  the  Senate  was  this: 
That  it  was  represented  to  two  or  three  of  us  who  were  here — there 
were  only  two  or  three  of  us  here  at  the  time — that  the  bill  never 
could  come  up  in  the  Senate  at  all  unless  the  naval  reserves  were 
eliminated;  that  the  parliamentary  situation  was  such  there  and  the 
Navy  was  so  strong,  if  you  please — at  least,  that  is  the  way  I  gathered 
it — ^that  the  bill  could  not  be  brought  to  a  vote  unless  the  naval  re- 
serves were  eliminated.  So  it  seemed  unjust  to  deprive  everybody 
of  relief  simply  because  the  people  in  the  naval  reserve  could  not 
jjet  relief,  although  they  are  equitably  and  honestly  and  fairly  en- 
titled to  the  same  relief  that  anybody*  else  is.  And  there  really  can 
not  be  any  argument  about  that 

The  Chairman.  The  oil  men  are  not  now  willing  to  abide  by  that 
agreement  then  made? 

Mr.  Titus.  Of  course  the  oil  men  in  the  naval  reserve  are  not 
represented  here.    I  am  in  the  naval  reserve.    Some  of  the  others 
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that  are  here  are  in  the  naval  reserve,  but  there  are  very  many 
people  who  are  not  here  at  all,  and  I  have  no  authority  to  waive 
their  rights,  if  they  have  any,  or  their  claims  to  your  conscience,  if 
they  have  any  claim.  I  would  say  this  about  the  naval  reserve,  that 
if  we  have  right  there,  if  we  have  equities  there,  why  they  ought 
to  be  recognized,  irrespective  of  any  situation.  Now  if  the  Navy 
can  convince  Confess  that  it  needs  that  naval  reserve,  I  suppose 
it  will  get  some  kind  of  a  bill  through  Congress  to  get  a  naval  re- 
serve— ^if  it  can  make  such  a  showing  to  Congress — just  the  same  as 
Congress  might  give  it  an  appropriation  for  a  battleship  if  it  needs 
a  battleship. 

The  Chairman.  The  reason  that  I  asked  you  that  question  was 
that  during  the  progress  of  the  Senate  bill  some  one — ^1  do  not  now 
recall  who  it  was — called  me  on  the  telephone  and  said  to  me  that 
an  agreement  had  been  made  by  a  proviso  to  be  incorporated  in  the 
Senate  bill  eliminatinff  the  so-called  naval  reserve;  and  I  noticed 
that  as  the  bill  passea  it  carried  it.  I  can  say  further  that  I  was 
somewhat  surprised  to  know  that  that  had  been  made,  but  I  made 
some  additional  inquiry  about  it  and  I  found  it  was  made,  and  I 
wondered  if  it  was  entirely  consistent  with  the  position  of  the  oil 
men. 

Mr.  Isidore  Dockweiler.  May  I  ask,  in  pursuance  of  that  inquiry, 
who  made  the  agreement?  I  was  never  a  party  to  it,  and  I  do  not 
know  of  any  other  interested  in  the  naval  reserve  who  was  a  party 
to  that  agreement. 

The  Chairman.  I  think  the  gentleman  who  telephoned  me  about 
that  was  in  here  to-day,  but  I  can  not  remember  his  name. 

Mr.  Mays.  It  was  probably  the  people  wholly  outside  of  the  naval 
reserve  that  agreed  to  that.     [Laughter.] 

The  Chairman.  No  ;  it  was  not.  I  will  ask  Mr.  Titus,  in  whom  the 
committee  has  complete  confidence,  to  state  what  happened  there. 

Mr.  Titus.  Well,  Mr.  Chairman,  I  can  state  that  my  position  has 
always  been  and  is  to-day 

The  Chairman  (interposing).  What  happened  in  the  Senate  com- 
mittee? That  is  what  I  want.  What  was  said  and  what  agreement 
made? 

Mr.  Trrus.  Nothing  in  the  Senate  committee  that  I  know  of. 
There  was  some  talk  tetween  Senator  Pittman  and  Senator  Swanson. 
Senator  Pittman  agreed  to  eliminate  the  naval  reserve  in  order  to 
get  the  bill  up  in  the  Senate. 

The  Chairman.  Didn't  the  oil  men  assent  to  it? 

Mr.  Titus.  So  far  as  the  oil  men  assenting  to  it,  I  assented  to  it, 
Mr.  Chairman. 

The  Chairman.  Name  over  two  or  three  other  men  who  assented 
to  it.  \ 

Mr.  TrruB.  There  were  no  others  who  assented  to  it. 

The  Chairman.  It  wasn't  you  that  called  me;  it  was  one  of  the 
others.    What  is  that  man's  name  ? 

Mr.  Trrus.  I  don't  know  who  it  could  have  been.  I  assented  to  it 
for  myself,  Mr.  Chairman. 

The  Chairman.  I  believe  I  talked  with  you  about  it 

Mr.  Titus.  And  my  position  has  been  for  several  years  that  I 
^ould  sacrifice  my  personal  interests  in  this  matter  in  order  to  get 
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relief  for  the  general  oil  situation  in  California,  if  it  were  necessary 
to  do  that.  And  if  it  is  necessary  to  sacrifice  personal  interests  in 
this  matter,  I  am  quite  willing  to  do  it  if  you  will  grant  the  relief 
necessary  to  everybiody  else,  because  relief  is  needed,  and  I  certainly 
do  not  want  to  stand  in  tne  way  of  general  relief  simply  because 
I  happen  to  be  in  the  naval  reserve. 

The  Chairman.  Of  course  you  have  won  most  of  your  cases  in  the 
lower  court  already,  haven't  you,  in  the  naval  reserve? 

Mr.  Titus.  I  have  one,  section  2. 

The  Chairman.  You  would  not  surrender  your  chances  for  a 
patent  and  take  a  lease  anyway  in  section  2  in  the  naval  reserve, 
would  you? 

Mr.  Titus.  Well,  I  would  have  to  talk  it  over  with  my  stock- 
holders. I  am  only  a  trustee,  you  know.  It  is  true  I  am  president 
of  the  company,  but  you  must  remember  I  have  400  stockholders 
and  their  rights  must  be  considered. 

The  Chairman.  Certainly. 

Mr.  Titus.  I  might  have  to  ask  them  whether  they  would  be  will- 
ing to  surrender  or  not. 

The  Chairman.  It  is  true  that  the  oil  men  did  make  an  agreement 
to  eliminate  the  Naval  Reserve  No.  2,  in  the  Senate,  and  the  pro- 
vision was  so  incorporated,  and  Senator  Pittman  of  the  Senate  com- 
mittee carried  it  through  in  that  way.    Isn't  that  true  ? 

Mr.  Titus.  Not  exactly  true — pardon  me.  It  is  true  that  I  made 
that  agreement,  because  Senator  i^ittman  represented  to  me  that  he 
could  not  get  the  bill  up  in  the  Senate  without  that  was  done.  So  I 
said,  '^As  far  as  I  am  concerned,  you  may  strike  that  out  of  the  bilL'* 
But,  Mr.  Chairman^  there  was  the  Record  Oil  Co.,  the  Caribou  Oil 
Co.,  the  Boston-Pacific  Oil  Co.,  the  Honolulu  Oil  Co.,  who  certainly 
never  consented.  They  not  only  did  not  consent,  but  they  sent  tele- 
grams of  protest  against  it. 

The  Chairman,  xou  and  Gov.  Gillett  both  agreed  to  that,  didn't 
you? 

Mr.  Titus.  I  do  not  know  about  Gov.  Gillett.    I  am  not  prepared 

to  say  that. 

The  Chairman.  You  represent  about  80  companies  yourself,  do 
you  not? 

Mr.  Titus.  Yes,  sir. 

The  Chairman.  Speaking  for  them  and  for  yourself  you  did 
agree  to  it  yourself,  didn't  you  ? 

Mr.  Trrus.  No ;  of  course  the  80  companies  are  nearly  all  outside 
of  the  reserve. 

The  Chairman.  Some  of  them  were  in,  but  most  of  them  out? 

Mr.  T1TU9.  Nearly  all  of  them  are  out 

Mr.  Raker.  Now,  where  did  Senator  Swanson  come  in  relative  to 
agreeing  to  this  legislation  ?  ^ 

Mr.  Titus.  Senator  Swanson  is  practically  the  chairman  of  Naval 
Affairs  Committee  of  the  Senate. 

Mr.  Raker.  I  know,  but  what  right  has  the  Naval  Affairs  Com- 
mittee to  go  out  here  and  try  to  compel  men  to  abandon  their  prop- 
erty in  order  toget  a  bill  up  in  the  Senate? 

Mr.  Titus.  Well,  I  don't  know.  Judge.    I  can  not  tell  you. 

Mr.  Raker.  I  know,  but  do  you  know  anything  about  that? 
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Mr.  Titus.  No  ;  I  don't  know  anything  about  it. 

Mr.  SiNNOTT.  Do  the  courts  hold  a  purchaser  of  a  claim  to  any 
diligence  or  vigilance  in  ascertaining  the  bona  fides  of  the  claim  he 
is  purchasing? 

Mr.  Titus.  No;  they  do  not.  The  only  case  in  which  diligence  is 
required — I  am  not  talking  now  about  a  contest  with  the  Govern- 
ment itself — the  only  case  in  which  diligence  is  required  is  where 
there  is  an  adverse  contestant  to  the  claim. 

Mr.  SiNNOTT.  He  need  make  no  inquiry  as  to  whether  or  not  the 
original  locator  was  acting  in  good  faith  or  not  ? 

Mr.  Titus.  Well,  I  don't  know  exactly  what  you  mean  by  "  acting 
in  good  faith."  If  you  mean  prosecuting  the  work  on  the  land  as  a 
part  of  that,  I  would  say  no,  because  there  are  many  instances 
where  locations  have  been  made  and  lie  dormant  for  8  or  10  years 
with  nothing  done  at  all,  and  then  they  are  taken  up  and  work  is 
done  on  them  and  they  are  patented  by  the  Interior  Department. 

Mr.  Elston.  There  is  just  one  question  I  would  like  to  ask.  You 
are  discussing  now  the  possibility  of  leaving  out  of  this  bill  the  re- 
lief section,  which  so  far  as  it  touches  the  naval  reserve  leaves  the 
relief  section,  I  suppose,  to  apply  to  the  withdrawn  areas  outside  of 
the  naval  reserve  ? 

Mr.  Trrus.  Yes. 

Mr.  Elston.  But  if  that  can  not  be  done,  the  whole  relief  section 
to  be  left  out  and  only  the  leasing  section  left  in.  Now,  what  would 
be  the  situation  with  regard  to  who  would  be  advantaged  by  it,  and 
what  would  be  the  general  situation  ? 

Mr.  Trrus.  If  no  relief  legislation  is  passed,  and  if  this  land  can 
not  be  developed ;  if  it  has  to  stay  in  the  same  position  it  is  in  now, 
so  that  no  oil  can  be  produced,  it  must  be  perfectly  apparent  that  the 
companies  who  own  production  from  land  with  uncontested  titles 
are  the  people  who  are  going  to  be  advantaged  by  it.  In  other  words, 
the  shortage  is  so  serious  that  people  who  have  land  over  which 
there  is  no  contest  must  naturally  be  enriched  tremendously,  unless 
you  gentlemen  pass  relief. 

Mr.  Elston.  For  instance,  would  that  exclude  the  Standard  Oil 
Co.  and  the  larger  companies  or  the  smaller  companies? 

Mr.  Trrus.  It  would  include,  of  course,  the  smaller  companies  to 
the  extent  that  they  have  land.  But  the  Standard  Oil  Co.,  it  must 
be  remembered,  has  a  production  in  California  of  60,000  barrels  of 
oil  a  day.  Out  of  that  60,000  barrels  of  oil  per  day  58,000  barrels 
come  from  patented  lands.  Only  2,000  barrels  of  oil  per  day  out 
of  the  60,000  comes  from  land  which  is  in  any  kind  of  a  controversy 
with  the  Government.  So  it  must  be  perfectly  apparent  that  if  the 
Standard  could  shut  off  all  this  other  land  from  being  drilled,  that 
they  could  well  afford  to  sacrifice  2,000  barrels  a  day  for  the  sake 
of  getting  an  increased  price  on  58,000  barrels  which  they  are  turn- 
ing in  every  day. 

The  Chaibkan.  But  they  are  claimants. 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  They  are  the  largest  claimants  out  there,  aren't 
they? 

Mr.  Trrus.  They  have  3,300  acres. 

The  Chahqcan.  That  is  the  largest  California  claim,  isn't  it? 
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Mr.  Titus.  Yes,  sir. 

The  Chaikman.  What  is  the  next? 

Mr.  Titus.  The  Honolulu. 

The  Chaibman.  That  is  the  Matson  Co.? 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  And  the  next  is  the  Associated! 

Mr.  Trrus.  Yes,  sir. 

The  Chairman.  Then  come  the  little  fellows. 

Mr.  Titus.  The  Union. 

The  Chairman.  And  Gov.  Thome  and  those  people. 

Mr.  Trrus.  Yes,  sir. 

Mr.  Elston.  You  say  those  little  ones  comprise  about  69  out  of  78! 

Mr.  Trrus.  Sixty-nine  out  of  78  have  160  acres  or  less ;  160  acres 
down  to  20. 

Mr.  Kaker.  Was  any  provision  to  be  made  in  the  naval  bill  rela- 
tive to  the  oil  claimant  m  Naval  Reserve  No.  2? 

Mr.  Trrus.  There  is  a  sort  of  an  indefinite,  hazy  understanding  of 
that  kind,  but  it  really  is  not  concrete  at  all.  We  did  have  sort  of 
an  understanding  that  the  naval  reserve  will  be  taken  care  of  in  a 
separate  bill,  but  I  can  not  say  it  is  an  agreement. 

Mr.  Raker.  That  relates  now — I  didn't  know  whether  to  ask  you 
about  it  or  not,  but  I  am  just  going  to  go  into  the  whole  business. 
Was  that  part  of  the  same  conversation  that  you  have  told  the  chair- 
man? 

Mr.  Trrus.  Well,  it  extended  over  a  long  period  of  time;  yes,  sir. 

Mr.  Raker.  In  other  words,  there  was  to  be  a  question  of  leaving 
the  Naval  Reserve  out  in  order  to  get  the  bill  up  ? 

Mr.  Titus.  Yes,  sir. 

Mr.  Raker.  Then  the  chairman  of  the  Naval  Affairs  Committee 
said,  "All  right,  boys,  you  can  go  and  we  will  make  some  provision 
in  the  naval  bill  for  it"? 

Mr.  Trrus.  Yes;  that  was  the  understanding,  as  I  understood  it. 
I  understand  to-day  that  they  purpose  to  put  some  kind  of  a  pro- 
vision in,  I  don't  know  what,  into  the  naval  bill. 

The  Chairman.  That  is  the  condemnation  bill  to  buy  the  oil. 

Mr.  Titus.  Of  course,  this  is  no  binding  agreement.  But  I  can 
say  this,  that  on  the  floor  of  the  Senate,  as  appears  in  the  Congres- 
sional Record,  Senator  Lodge  inquired  about  this  elimination  of 
the  naval  reserve,  and  he  was  assured  that  the  naval  reserve  would 
be  taken  care  of  in  this  Senate  bill :  thereupon  be  ceased  his  inquiry 
and  left  the  Senate  Chamber. 

Mr.  Raker.  Is  this  talk  that  you  have  had — is  that  reduced  to 
writing? 

Mr.  Trrus.  Oh,  no ;  not  at  all.  There  was  nothing  binding  about 
it.  It  is  just  conversation  such  as  I  might  have  with  you  or  with 
anybody. 

Mr.  Church.  Mr.  Titus,  you  were  speaking  about  royalties.  You 
think  the  aggregate  royalty  which  the  Government  receives  ought 
to  be  sufficient,  do  you  not,  to  reimburse  the  Government  for  the 
money  that  it  has  expended  in  paying  these  able  lawyers  for  fightine 
and  pounding  you  people  on  the  back  during  the  last  five  years,  doni 
you  f    rLaughter.l 

Mr.  Trrus.  Well,  I  believe  it  would.  I  am  not  sure,  but  I  think  it 
would. 
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Committee  on  the  Public  Lands, 

House  of  Bepresentatives. 
Tuesday^  February  26, 1918. 

The  committee  this  day  met  at  10.30  a.  m.,  with  Hon.  Scott  Ferris, 
chairman,  presiding. 

Mr.  Taylor.  Mr.  Chairman,  I  have  asked  the  State  geologist  of 
Colorado,  Prof.  Russell  D.  George,  of  our  State  university,  to  appear 
here  to-day  and  make,  on  behalf  of  the  State  of  Colorado  primarily, 
and  many  thousands  of  our  people  who  are  hoping  and  trying  to  do 
something  toward  the  development  of  an  oil  shale  industry  in  Colo- 
rado— ^to  come  before  the  committee  and  make  a  statement,  more 
from  a  scientific  and  professional  standpoint  than  otherwise. 

Prof.  George  has  been  making  careful  and  exhaustive  investiga- 
tions  for  many  years  and  has  had  great  experience  in  this  matter,  and 
I  know  that  his  knowledge  will  be  beneficial  to  the  committee,  and 
I  would  like  to  have  them  hear  him  without  much  restriction  or 
interruption. 

The  Chaibman.  You  are  recognized  for  an  hour,  Mr.  George. 

STATEMENT  OF  PROF.  STTSSELL  D.  OEOBGE,  STATE  GEOLOGIST 

OF  THE  STATE  OF  COLORADO. 

Mr.  George.  We  appreciate  the  privilege  you  have  given  us  of  com- 
ing before  yoii,  but  we  would  like  to  state  that  the  hearing  is  not  of 
our  seeking.  The  facts  that  we  wish  to  present  to  you  to-day  were 
presented  to  the  Department  of  the  Interior  some  days  ago  and  they 
requested  us  to  make  the  same  presentation  to  your  committee,  and  it 
is  with  that  in  view  that  we  are  before  you  to-day. 

The  gist  of  the  matter  is  that  we  wish  to  present  the  scientific  side 
of  an  industry  that  is  new  to  America,  or  at  least  new  to  this  genera- 
tion. There  were  shale  retorting  plants  in  this  country  many  years 
ago,  but  since  the  year  1864, 1  believe,  no  shale  has  been  distilled  in  a 
commercial  way  in  the  United  States.  The  successful  commercial 
treatment  of  the  oil  shales  for  the  separation  of  oil  and  ammonium 
sulphate,  and  the  refining  erf  the  crude  oil  for  the  various  marketable 
products  is  an  industry  requiring  the  best  scientific  knowledge  and 
the  highest  engineering  skill.  We  hope  that  we  may  be  able  to  give 
you  a  clear  understanding  of  what  the  shale  oil  industry  is,  in  order 
that  your  judgment  may  be  directed  toward  either j  (1)  leaving  the 
infant  industry  where  it  is,  under  the  present  mining  laws  and  the 

{>resent  departmental  regulations,  or  (2)  the  speedy  enactment  of  such 
egislation  as  may  be  necessary  to  foster,  safeguard,  and  establish  an 
enterprise  which  is  destined  to  play  a  very  important  part  in  securing 
the  industrial  welfare  of  the  country  in  the  near  future.  Any  delay 
in  determining  the  rights  and  privileges  of  those  who  are  engaged  in 
the  shale  oil' industry  will  militate  against  the  growth  and  establish- 
ment of  that  industry.  We  wish,  therefore,  to  leave  those  two  points 
prominently  before  you. 

Mr.  Taylor  has  been  kind  enough  to  say  that  as  State  geologist  of 
Colorado  I  have  devoted  much  time  to  the  investigation  of  oil  shale. 
My  work  on  the  shale  began  before  I  became  State  geologist.  I  have 
occupied  that  position  for  10  years,  and  during  the  last  two  years  the 
entire  force  of  my  department  has  been  placed  at  the  service  of  the 
Federal  Government,  with  a  view  to  the  finding  of  materials  valuable 
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for  the  manufacture  of  munitions  and  the  Successful  prosecution  of 
the  war.  To  this  end,  we  have  devoted  our  time  this  year  to  th« 
search  for  manganese,  molybdenum,  nickel,  tungsten,  uranium,  fluor- 
spar, and  oil.  This  last  was  emphasized  by  the  Department  of  the 
Interior  in  the  correspondence  we  had  regarding  the  matter.  And 
this  request  from  the  department  has  probably  done  more  than  any- 
thing else  to  encourage  a  thorough  economic  study  of  the  question  of 
the  oil  shale  of  Colorado. 

The  oil  situation  of  the  United  States  is  a  matter  that  is  not  new 
to  you,  but  I  should  like  to  present  a  few  facts  that  may  brin^  more 
vividly  before  your  minds  the  necessity  of  providing  something  to 
take  the  place  of  the  oil  deposits  of  this  country,  which  are  being 
exhausted,  and  which,  in  a  comparatively  few  years,  will  be  gone 
beyond  any  possibility  of  recovery. 

In  1914  the  production  of  oil  in  this  country  was  266,000,000  bai- 
rels ;  in  1915,  281,000,000  barrels ;  in  1916,  800,000,000 ;  in  1917,  Ml. 
000,000  barrels.  How  was  this  increased  production  obtained?  It 
was  obtained  by  the  greatest  drilling  activity  in  the  history  of  the 
United  States.  The  probability  is  that  the  money  actually  exj)ended 
in  drilling  in  1916  and  1917  exceeded  by  100  per  cent  that  ever  ex- 
pended in  a  similar  time*  in  this  country.  The  price  of  oil  in  the  crude 
in  1916  advanced  72  per  cent.  The  price  or  finished  products  ad- 
vanced 84  per  cent.  In  1917  the  price  of  crude  oil  advanced  about  40 
per  cent,  and  the  price  of  the  finished  product,  as  nearly  as  it  can  be 
estimated  with  incomplete  data,  advanced  50  per  cent. 

Mr.  Tillman.  Over  what  it  brought  the  year  before! 

Mr.  George.  Over  what  it  brought  the  year  before.  And,  in  spite 
of  those  conditions,  the  increase  in  the  production  of  oil  in  the  Umted 
States  for  1917  was  only  14  per  cent.  The  price  increased  an  average 
of  55  per  cent  for  each  of  two  years,  and  the  increase  in  production 
for  the  second  year  was  only  14  per  cent  over  that  of  the  year  1916. 

There  is  a  cause  for  that  condition.  The  results  of  investigations 
by  the  United  States  Geological  Survejr,  the  various  State  geological 
surveys,  and  the  large  oil  operators  give  us  no  reason  to  expect  the 
discovery  of  new  oil  fields  of  large  area  in  this  country.  To  maintain 
a  known  reserve  of  oil  in  the  oil  fields  df  the  United  States  would 
require  new  discoveries  equivalent  to  the  annual  production  from  the 
fields.  This  would  mean  discoveries  averaging  300,000,000  barrels  a 
year — an  amount  far  exceeding  recent  experience  and  extremely  im- 

Srobable.  If  we  have  a  barrel  containing  42  gallons  of  oil,  we  can 
raw  only  42  gallons  from  it.  By  tapping  the  barrel  at  more  places, 
we  may  increase  the  output  per  minute,  but  we  are,  at  the  same  time, 
shortening  the  time  necessary  for  complete  exhaustion.  If  oil  is  be- 
ing poured  into  the  barrel  as  fast  as  it  is  being  drawn  out,  the  level  is 
maintained,  but  if  the  inflow  is  exceeded  by  the  outflow,  or  if  the  in- 
flow ceases,  exhaustion  is  but  a  matter  of  time.  This  illustrates  the 
oil  situation.  In  1916  the  known  reserves  were  placed  at  7,^9,000,000 
barrels.*  Since  that  time  640,000,000  barrels  have  been  drawn  out; 
but  small  discoveries  have  added  to  the  reserves.  The  additions  give 
no  promise  of  equaling  the  amount  drawn  out,  nor  does  the  prospect 
warrant  the  hope  that  discovery  will  ever  again  average  up  to  piwuc- 
tion.    It  will  delay  exhaustion,  but  probably  not  for  many  years. 

^  Senate  Document  No.  810. 
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This  estimate  was  submitted  to  the  Senate  by  Secretary  Lane,  and 
is  the  conclusion  reached  by  the  Department  of  the  Interior  which 
had  at  its  disposal  the  exhaustive  reports  of  the  United  States  Geo- 
logical Survey  on  the  areas  of  the  oil  fields,  the  thickness  and  content 
of  the  sands,  the  daily  production  and  average  life  of  wells,  and  we 
must  accept  it  as  a  close  approximation  to  the  truth. 

It  is  very  probable  that  the  j^roduction  of  oil  may  increase  for  a 
few  years,  but  if  that  increase  is  obtained  at  a  greatly  increased  cost 
to  the  producer  it  must  go  to  the  consumer  at  a  higner  price.  The 
value  of  oil  as  an  aid  to  industry  decreases  as  its  cost  increases.  It 
is  improbable  that  there  will  ever  be  a  return  to  the  lower  costs.  In 
this  respect  it  may  be  said  to  have  passed  the  zenith  of  its  economic 
value  as  an  aid  to  industry.  Since  tho  time  that  estimate  was  inado 
b}r  the  Department  of  the  Interior  I  believe  only  10  to  20  squaro 
miles  of  new  oil  territory  has  been  proven  in  this  countrv. 

The  increase  of  production  is  by  no  means  comparable  to  the  in- 
crease in  demand.  The  consumption  of  petroleum  in  the  United 
States  in  1917  exceeded  the  production  of  1917  by  21,000,000  barrels. 
In  other  words,  we  drew  upon  our  reserve  of  petroleum  to  the  extent 
of  21,000,000  barrels.  The  Department  of  the  Interior  is  authority 
for  the  statement  that  we  are  facing  a  probable  shortage  of  at  least 
42,000,000  barrels  for  the  present  year  of  1918.  The  consumption  of 
1917  stood  64,000,000  barrels  above  the  consumption  of  191G.  Tho 
meaning  of  that  is  simply  this,  that  the  supply  is  not  now  meeting 
the  demand  and  is  not  likely  in  the  future  to  meet  the  demand. 

Long  before  the  exhaustion  of  the  oil  fields  the  production  will 
decline  and  the  demand  will  more  and  more  exceed  the  possible 
supply.  It  is  a  fundamental  fact  in  economics  that  the  moment  tho 
demand  for  a  basal  industrial  commodity  such  as  a  fuel  outruns  the 
possible  supply  it  becomes  a  disturbing  element  and  has  begun  to 
fail  as  a  factor  in  industry.  It  is  estimated  that  the  effective  horse- 
power of  the  United  States  depending  upon  gasoline  as  fuel  is  double 
that  developed  from  coal.  If  this  estimate  is  even  approximately 
true  it  must  be  evident  that  a  serious  shortage  in  this  spurce  of  power 
would  be  a  menace  to  industry.  Further,  the  exhaustion  of  the 
petroleum  reserves  is  a  matter  of  a  few  years.  There  must  be  found 
a  source  of  energy  for  at  least  one  half  of  the  horsepower  of  the 
country,  and  that  source  of  power — that  fuel — must  be  of  like  char- 
acter to  that  whose  place  it  is  to  take.  Otherwise  enormously  ex- 
pensive adjustments  must  be  made  to  adapt  all  these  engines  to  a  fuel 
of  different  physical  character,  different  bulk,  different  power,  and 
different  handling.  In  view  of  the  present  and  probable  future  in- 
dustrial conditions  it  is  difficult  to  overstate  the  importance  of  this 
fact. 

But  there  are  several  other  factors  to  be  considered,  and  a  careful 
analysis  of  the  consumption  would  probably  show  that  a  very  large 
part  of  the  war  demand  for  gasoline  would  be  met  by  the  saving 
effected  by  voluntary  restrictions  on  the  part  of  automobile  owners. 
There  was  also  a  cutting  down  in  other  directions. 

The  reserves  of  California  have  been  drawn  on  to  such  an  alarming 
extent  that  I  believe  the  State  took  some  action  in  the  matter.  The 
war  may  be  cited  as  the  cause  of  a  very  important  part  of  the  ex- 
traordinary demand  of  1917. 
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If  we  look  back  over  a  period  of  20  years  we  shall  see  that  the 
average  annual  increase  of  consumption  of  petroleum  has  been  13 
per  cent  of  the  consumption  of  the  initial  year  of  that  period. 

A  review  of  the  last  10  years  will  show  practically  the  same  per- 
centage increase  of  consumption.  The  last  five  years  have  shown 
an  annual  increase  of  13J  per  cent  over  the  initial  year  of  the  five- 
year  period.  From  these  figures  it  is  apparent  that  the  consump- 
tion has  grown  rapidly  but  uniformly. 

What  are  the  factors  which  have  contributed  to  this  growth  ?  In 
1912  there  were  677,000  automobiles  in  the  United  States,  and  it  is 
probable  that  the  trucks  and  tractors  then  in  use  would  make  the 
total  number  of  motor  vehicles  approximately  700,000.  On  July  1, 
1917^  the  number  of  automobiles  and  trucks  as  reported  to  the  auto- 
mobile and  automotive  industries  was  4,242,000.  Of  this  number  it 
is  highly  probable  that  well  over  3,000,000  were  automobiles.  The 
gain  in  motor  vehicles  in  1917  over  1916  was  700,401.  With  an  average 
estimated  consumption  of  gasoline  amounting  to  12  barrels  each  they 
would  account  for  over  8,000,000  barrels  of  gasoline.  Assuming  that 
the  average  yield  of  gasoline  is  17  per  cent  or  7  gallons  per  barrel 
of  crude  oil  these  700,400  vehicles  would  take  the  gasoline  from 
48,000,000  barrels  of  crude  oil.  This  is  more  than  the  increase  of 
production  for  1917  over  1916, 

In  two  years  the  number  of  farm  tractors  in  use  increased  100 
per  cent.  That  means  100  per  cent  increase  in  their  demand  for 
linnid  fuel.  Whether  they  use  gasoline  or  kerosene  makes  but  little 
difference.  Wo  can  not  conserve  the  oil  supply  by  having  the  trac- 
tors use  kerosene  instead  of  gasoline,  since,  by  cracking  kerosene 
may  be  converted  into  gasoline  with  comparatively  small  loss.  So, 
whether  the  tractors  use  gasoline  or  kerosene  they  are  making  their 
demand  upon  the  oil  supply. 

The  increase  in  the  use  of  motor  trucks  has  been  even  greater  than 
that  of  tractors. 

As  to  the  stationary  engine :  All  through  the  western  country  the 
stationary  engine  using  liquid  fuel  is  being  installed  on  farms  to 
an  extent  never  dreamed  of  before.  You  will  say  after  the  war  their 
use  will  decrease.    I  believe  it  will  increase. 

Aerial  navigation  has  sprung  from  a  dream  in  1914  to  a  giant 
reality  in  1918.  After  the  war  it  will  take  its  place  in  the  chan- 
nels of  trade  and  commerce,  and  in  the  next  10  years  the  development 
and  use  of  the  aeroplane  will  compare  with  that  of  the  automobile 
in  its  earlier  sta«;es. 

For  short  freight  hauls  the  auto  truck  is  cutting  into  the  business 
of  the  railways,  and  here  and  tliprc,  even  where  railways  are  numer- 
ous, auto  truck  lines  of  considerable  length  are  being  established. 
In  the  handling  of  freight  by  the  present  methods  it  must  be  loaded 
onto  wagons  or  trucks,  hauled  to  the  freight  depot,  unloaded  from 
these,  and  loaded  into  railway  cars  for  shipment.  At  the  end  of  its 
railway  journey  it  is  unloaded  from  the  freight  car  onto  wagons  or 
trucks,  hauled  to  its  local  destination,  and  unloaded.  The  auto  truck 
saves  two  loadings  and  two  unloadings.  It  is  reasonable  to  predict 
that  the  handling  of  freight  by  auto  trucks  will  make  the  ordinary 
short  spur  line  of  railway  unprofitable. 

I  said  a  while  ago  that  according  to  the  best  estimates,  based 
on  careful  research,  the  reserve  of  petroleum  at  the  present  time 
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amounts  to  about  7,000,000,000  barrels  I  am  not  making  pre- 
dictions, but  simply  drawing  a  logical  conclusion  from  established 
facts  when  I  say  that  at  the  present  rate  of  increase  of  consumption 
the  year  1927  will  make  a  demand  for  810,000,000  barrels  of  petro- 
leum. In  1917  the  consumption  was  362,000,000  barrels.  The  normal 
consumption  for  1927  would  be  810,000,000  barrels.  Add  these  fig- 
ures and  divide  by  two  and  you  have  a  fair  estimate  of  the  average 
annual  consumption  for  the  next  10  years.  This  is  a  trifle  over 
600,000,000  barrels.  This  is  on  the  assumption  that  our  industries 
keep  up  their  normal  rate  of  increase  and  the  use  of  power  for 
traction  and  for  manufacturing  continues  along  present  Imes. 

Mr.  Kaker.  Have  you  made  any  calculations  as  to  what  relief  can 
be  had  to  the  oil  situation  by  the  use  of  electric  power  for  stationary 
engines,  etc.? 

Mr.  Georgk.  I  have  made  no  estimate  of  that  for  the  next  10  years. 
1  am  inclined  to  think  that  it  will  not  be  an  impoitant  factor  in 
that  length  of  time.  The  time  required  for  installing  plants  and 
transmission  lines  would  be  too^  great  to  permit  the  use  of  electric 
power  to  materially  relieve  the  situation. 

Take,  then,  10  years'  normal  consumption  as  we  can  see  it.  We 
have  6,000,000,000  barrels  to  be  drawn  from  a  reserve  of  7,000,000,000 
barrels.  At  the  end  of  1927  we  shall  have  left  1,000,000,000  barrels, 
or  just  a  little  more  than  the  probable  demand  for  1928. 

The  calculations  here  made  and  the  figures  given  are  based  upon 
the  estimated  reserves  in  known  deposits  of  petroleum  at  the  end 
of  the  year  1915,  and  do  not  take  into  consideration  possible  dis- 
coveries. In  commenting  upon  this  estimate  of  reserves,  Mr.  M.  L. 
Requa,  United  States  oil  administrator,  in  Senate  Document  No. 
310,  speaks  as  follows: 

It  Is  doubtful  if  sources  of  supply  now  unknown  cnn  be  developed  In  the 
United  States  to  compensate  over  any  long  period  of  time  for  the  decline  of 
known  fields.  It  is  highly  inprobable,  in  fact,  that  a  quantity  equal  to  the 
present  estimated  reserves  can  ever  be  developed  in  territory  yet  to  be 
discovered. 

Assuming  that  undiscovered  fields  will  add  another  7,000,000,000 
barrels  to  the  available  supply,  and  assuming  that  the  present  estab- 
lished rate  of  increase  in  demand  should  continue,  the  time  of  ex- 
haustion would  be  postponed  until  1934  instead  of  1928.  It  is  not 
the  intention  of  this  address  to  predict  that  there  will  be  an  end  of 
petroleum  production  in  this  country  at  either  one  of  these  dates. 
The  decline  in  production  will  prolong  the  period — probably  double 
it.  But  in  the  meantime  the  normal  development  and  progress  of 
the  country's  industries  will  be  disturbed  and  retarded,  the  cost  of 
manufacturing  and  the  cost  of  the  products  of  manufacture  will 
have  been  increased,  and  successful  competition  with  Europe  will 
have  been  rendered  more  and  more  difficult  unless  some  equally  effi- 
cient and  economic  source  of  energy  shall  have  been  found  to  take 
the  place  of  petroleum. 

What  is  the  natural  conclusion  that  must  be  drawn?  We  must 
find  something  to  take  its  place.  We  must  find  a  substitute — some 
means  for  supplying  that  which  must  be  had  in  order  that  our 
industries  may  be  kept  up  as  they  are  at  the  present  time. 

If  we  consider  the  matter  of  lubricating  oils,  the  situation  is 
equally  dark.    The  German  railways  to-day  are  working  at  less  than 
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25  per  cent  efficiency  because  of  the  lack  of  lubricating  oiL  Why 
is  it  that  iierman  industries,  apart  'from  those  necessary  for  the' war. 
are  closed  down^  It  is  due  in  part  to  the  lack  of  lubricating  oik 
We  can't  go  back  to  whale  oil  and  other  animal  oils.  Vegetable  oils 
are  a  very  uncertain  i)roduct  for  lubricating  purposes.  Where  wit 
the  needed  supply  come  from^  You  may  say,  "We  will  import  i>^ 
troleum."  But  wlien  you  remember  that  the  United  States  produce 
and  consumes  two- thirds  of  the  world's  output  of  petroleum,  it  i? 
apparent  that  the  opportunity  for  importation  is  not  large.  Mexico 
could  supply  us  with  fuel  oil,  but,  so  far  as  we  are  in  possession  of 
the  facts,  she  could  not  supply  us  with  any  great  amount  of  crude 
oil  from  which  to  make  gasoline  or  astisfactory  lubricating  oils. 

A  shortage  or  a  failure  of  lubricating  oils  is  just  as  disastrous  to 
industry,  if  not  more  disastrous,  than  a  shortage  of  gasoline.  The 
shortage  of  gasoline  would  affect  chiefly  those  industries  dependeni 
upon  gasoline,  whereas  a  shortage  of  lubricating  oils  would  affea 
every  machine  in  the  country,  it  is  true  that  the  southern  fields 
of  Mexico  now  produce  a  crude  suitable  for  the  production  of  gaso- 
line and  lubricating  oils,  but  not  in  large  quantities.  Canada *s  pn>- 
duction  has  gone  down  to  such  an  extent  that  it  is  almost  a  negli- 
gible quantity — 200,000  barrels  per  year — in  spite  of  the  fact  that 
the  Canadian  Government  offers  a  bonus  of  40  cents  a  barrel  to  en- 
courage the  search  for  and  development  of  petroleum.  Again,  im- 
portation would  mean  the  dependence  of  our  industries  upon  a  for- 
eign source  of  power.  What  are  the  other  countries  from  which  ve 
mi^ht  reasonably  expect  to  draw  ?  I  know  of  none.  Their  present 
and  probable  future  output  are  either  in  foreign  control  or  needed 
for  home  consumption.    We  must  find  a  substitute. 

What  about  retrenchment?  We  dare  not  retrench.  It  means 
the  slowing  down  of  our  industries;  it  means  a  postwar  competition 
which  wo  shall  not  be  able  to  stand.  Europe  is  organizing  for  in- 
dustrial competition  such  as  the  world  has  not  yet  seen.  Further 
conservation  under  the  present  conditions  means  retrenchment. 

What  of  substitutes?  Alcohol  is  unproven.  The  results  of  ex- 
periments so  far  have  been  unsatisfactory. 

What  is  the  substitute  ?  It  must  be  oil — another  kind  of  oil,  per- 
haps— but  a  petroleum  or  rock  oil.  Where  must  we  look  for  it  ?  To 
tho  shales  and  oil-bearing  coals.  We  must  go  back  to  the  18W 
period  and  start  over  again,  but  with  a  very  greatly  increased  fund 
of  scientific  knowledge  bearing  on  the  subject.  Let  us  see  what 
chances  there  are  for  supplementing  the  supply. 

I  have  sketched  on  the  map  of  the  United  States  before  you  the 
areas  of  oil-shale  land  in  the  three  States — ^Utah,  Wyoming,  ana 
Colorado. 

The  Chaibman.  What  is  the  acreage  in  the  respective  States? 

Mr.  Geobge.  I  can't  give  you  the  acreage,  Mr.  Chairman,  but  I 
can  give  you  the  square  miles.  Colorado  has  approximately  2,000 
square  miles;  Utah,  approvimately  6,000  sauare  miles;  Wyoming, 
approximately  8,000  square  miles.  These  added  together  give  a  total 
of  something  like  15,000  square  miles.  Our  actually  proven  oil 
territory  in  the  United  States  to-day  is  less  than  .4,500  square  miles. 
As  you  see,  these  oil  shales  cover  an  immensely  larger  area  than  the 
proven  oil  territory  in  the  United  States.  In  Nevada  there  an? 
large  areas  of  oil  shale,  in  California  some  areas,  small  areas  in  An- 
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zona,  and  in  Oregon.  In  the  East  there  remain  the  deposits  from 
which  we  drew  years  and  years  ago,  and  from  which  we  can  draw 
again.  But  the  eastern  shales  are  of  lower  grade  than  the  western, 
and  can  not  be  successfully  treated  until  the  price  of  oil  rises  or  the 
methods  of  extraction  are  cheapened. 

It  will  be  understood  that  these  oil  shales  are  not  the  same  as  oil 
sands.  They  are  entirely  different,  and  the  process  of  obtaining  the 
oil  from  an  oil  shale  is  vastly  different  from  that  of  obtaining  oil 
from  a  *'  pool."  The  "  pool "  is  a  concentration  of  oil  in  the  pores 
of  a  sandstone  or  other  open-textured  rock.  The  oil  shale,  to  be 
scientifically  correct,  contains  no  oil  as  such,  but  there  is  in  it 
material  out  of  which  oil  may  be  distilled  by  the  application  of  heat. 
The  Colorado  shales  are  not  sandstone  saturated  with  oil,  but  shale 
rock  containing  a  substance  related  to  gilsonite,  a  solid  hydrocarbon 
resembling  coal  in  appearance,  but  scattered  through  the  shale  in 
minute  grains.  When  those  shales  are  subjected  to  a  high  tempera- 
ture, vapors  and  gasses  are  distilled  over,  and  it  is  from  the  con- 
densation of  these  that  the  oil  is  formed.  The  crude  oil  so  ob- 
tained is  similar  in  many  respects  to  the  crude  oil  from  wells. 

Now,  what  is  the  history  of  oil  shale  treatment  in  other  countries  ? 
France  began  the  distillation  of  oil  from  shales  in  1830  and  has 
kept  it  up  almost  continuously  ever  since.  Scotland  established  the 
industry  m  1850,  and  it  is  flourishing  to-day  as  never  before.  About 
8,500,000  long  tons  of  shale  are  treated  annually  in  the  retorts  of 
Scotland. 

Previous  to  the  discovery  of  oil  in  Pennsylvania  and  for  a  few 
years  thereafter  a  large  part  of  the  "  coal  oil "  used  in  this  country 
was  distilled  from  shales.  There  were  between  50  and  60  plants  in 
operation  in  the  States  of  Maine^  Massachusetts,  New  York,  West 
Virginia,  Ohio,  Indiana,  Missouri,  Michigan,  and  probably  others. 
They  used  the  Scottish  retort  and  paid  a  royalty  to  the  inventors. 
When  Pennsylvania  kerosene  was  placed  on  the  market,  the  shale  oil 
plants  were  either  abandoned  or  were  converted  into  refineries  for 
petroleum. 

Canada  has  made  an  investigation  of  the  question.  Canada  had 
a  few  shale  distilleries  in  the  early  days,  but  these  were  put  out  of 
business  by  the  Ontario  petroleum.  In  the  spring  she  will  revive 
the  industry  in  Nova  Scotia  and  New  Brunswick.  She  will  begin 
the  erection  of  shale  plants  under  the  direction  of  Mr.  Pearse,  who  is 
here  to-day.  It  is  true  she  will  charge  a  royalty  of  10  cents  per  ton 
on  the  raw  material,  but  that  will  be  more  than  returned  in  the  bonus 
which  will  net  the  operator  about  50  cents  per  barrel  of  crude 
produced.  The  British  Government  is  seriously  considering  the  ques- 
tion of  shale  as  a  source  of  oil.  The  United  States  Geological  Survey 
has  made  a  verv  careful,  scientific,  and  businesslike  investigation  of 
the  shale  areas  in  Colorado,  Wyoming,  Utah,  and  other  parts  of  the 
United  States.  These  reports  are  well  worthy  of  the  fullest  con- 
sideration. Those  on  the  Colorado- Wyoming-Utah  areas  are  pub- 
lished as  Bulletins  581  A  and  641  F.  I  do  not  recall  at  this  moment 
the  numbers  of  the  bulletins  which  give  a  story  of  the  other  shale 
deposits. 

In  1906  I  started  at  Tucker,  Utah,  and  followed  the  shale  outcrops 
from  there  to  Kifle,  Colo.,  a  distance  of  over  160  miles.  I  was  satis- 
fied that  the  time  would  come  when  these  vast  deposits  would  yield 
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an  oil  which  would  serve  the  same  purposes  as  petroleum.  I  made  a 
few  distillations,  which  proved  to  me  that  for  the  present  there  was 
no  money  in  the  oil  shale  and  no  commercial  i>ossibility  of  putting 
its  contents  on  the  market  in  the  shape  of  oil.  Six  years  later  I  made 
a  number  of  experiments.  Then,  also,  the  oil  conditions  in  the  United 
States  were  not  serious,  and  there  seemed  to  be  no  possibility  of  the 
commercial  working  of  shale.  A  little  later,  about  three  years  ago, 
I  started  in  again.  At  that  time  a  number  of  men  in  Colorado  were 
seriously  considering  the  question  of  the  treatment  of  the  shales. 
Some  had  already  located  land  and  had  begun  development  work  on 
(heir  claims.  A  little  later,  as  a  result  of  the  many  inquiries  as  to 
how  these  lands  should  be  taken  up  and  how  they  could  best  be 
worked,  I  wrote  several  letters  to  the  Department  of  the  Interior. 
One  of  these  I  addressed  to  the  Secretary  of  the  department ;  another 
to  Mr.  Manning,  of  the  Bureau  of  Mines ;  another  one  to  Mr.  Smith, 
of  the  Geological  Survey.  About  the  same  time  I  addressed  one  to 
the  Naval  Fuel  Oil  Board.  I  shall  not  take  time  to  read  all  these 
letters,  but  I  wish  to  have  all  of  them  included  in  the  records  of  this 
hearing. 

The  Chairman.  Without  objection,  it  is  so  ordered. 

The  letters  from  all  the  men  to  whom  I  have  referred  are  very 
similar  in  tone,  and  give  the  best  of  encouragement  and  promise  the 
utmost  that  they  can  do  to  aid  in  the  development  of  these  lands. 

Mr.  Smith.  Who  gave  that  assurance? 

Mr.  George.  The  Bureau  of  Mines,  the  United  States  G^logical 
Survey,  and  the  First  Assistant  Secretary  of  the  Interior. 

Mr.  Taylor.  How  many  officials  have  given  this  assurance? 

Mr.  George.  I  may  say  that  all  of  our  correspondence  and  rela- 
tions with  the  Department  of  the  Interior  have  been  of  the  most 
encouraging  kind  and  the  various  officials  have  expressed  the  utmost 
good  will  toward  bona  fide  endeavors  to  establish  an  industry. 

Mr.  Smith.  They  would  probably  change  their  opinion  if  you 
should  discover  an  oil  well  out  there.  ^ 

Mr.  Mats.  Have  you  had  anything  from  the  Department  of 
Justice? 

Mr.  George.  No,  sir;  I  have  not. 

Mr.  Mats.  Have  they  in  any  way  disturbed  your  plans? 

Mr.  George.  No,  sir.  Some  disturbing  reports  reached  Colorado 
in  reference  to  the  possibility  of  including  oil  shale  lands  within  the 
purview  of  the  leasmg  bills  now  under  the  consideration  of  Congress, 

Mr.  Tatlor.  Didnx  the  Director  of  the  Geological  Survey,  in 
answer  to  a  letter  from  me,  write  a  letter  specifically  authorizing  me 
to  notify  everybody  and  authorizing  me  to  publish  his  assurances 
that  no  more  than  45,000  acres  of  the  oil  shale  lands  would  be  with- 
drawn, and  that  they  need  not  be  afraid  to  go  ahead  with  their  loca* 
tions  and  development? 

Mr.  George.  Yes,  sir. 

Mr.  Tatlor.  I  hold  the  letter  in  my  hand,  and  I  have  notified  the 
people  and  have  published  the  assurances  contained  in  that  letter. 

Mr.  SiNNOTT.  Was  the  oil  land  withdrawn? 

Mr.  George.  Previous  to  the  assurances  mentioned  by  Congress- 
man Taylor,  45,000  acres  of  sliale  land  had  been  withdrawn  for  a 
naval  fuel  oil  reserve.  Since  that  time  there  has  been  no  with- 
drawal.   Very  large  areas  have  been  located  for  development,  dis- 
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7overies  have  been  made,  and  assessment  work  carried  out  to  such  an 
extent  that  some  of  the  locators  are  ready  to  apply  for  patents. 

Mr.  Mats.  What  constitutes  a  discovery  in  tliat  kind  of  stuff? 

Mr.  George.  The  method  adopted  is  to  select  by  sampling  a  ledge 
nrhich  carries  oil  in  sufficient  quantity  to  promise  commercial  returns, 
'race  the  outcrop,  take  samples  from  it,  distill  the  oil  from  the 
^mples,  and  register  the  fact  that  oil  was  obtained  from  the  shale  of 
'hat  particular  claim.    That  seems  to  be  the  best  way  to  go  about  it 

Mr.  SiNxoTT.  Does  the  Department  approve  of  that  way  as  being 
mfficient  to  prove  the  discovery? 

Mr.  George.  So  far  as  I  am  aware,  no  applications  for  patent  have 
iret  been  made  from  Colorado. 

Mr.  Taylor.  If  you  will  permit  me  gentlemen,  Mr.  Fry,  an  attor- 
aey,  will  come  on  and  give  the  legal  status  of  the  matters. 

Mr.  Raker.  Right  there,  there  is  a  sample  rock  here  that  has  been 
presented  to  the  committee  by  Mr.  Taylor.  Is  that  some  of  the 
shale  rock? 

Mr.  George.  Yes,  sir;  that  is  oil  shale  rock. 

Mr.  Raker.  Will  that  burn? 

Mr.  George.  Yes,  sir;  it  will  bum  rather  readily. 

Mr.  Raker.  If  you  bum  that  rock  in  a  good  fire,  what  color  does  it 
leave  the  rock  when  you  get  through  ? 

Mr.  George.  Almost  white.  It  crumbles  to  a  very  fine  ash.  The 
ish  is  really  a  clayey  mass  consisting  of  extremely  fine  sand  and  clay. 

Ml'.  Raker.  What  color  is  that? 

Mr.  George.  The  ash  is  white  and  is  mainly  very  fine  and  claylike. 

Mr.  Raker.  If  you  take  this  rock  you  have  in  your  hand  and  put 
tt  in  a  hot  fire  it  will  decompose,  and  you  will  have  a  white  rock  or 
substance,  and  the  black  will  all  be  taken  out  of  it? 

Mr.  George.  Yes,  sir. 

Mr.  Raker.  You  find  this  in  ledges,  do  you  ? 

Mr.  George.  Yes,  sir;  prominent  ledges  along  the  valley  sides  in 
the  oil-shale  areas  of  Colorado  and  Utah.  The  region  is  a  high 
plateau,  gradually  lowering  toward  the  north,  northeast,  and  north- 
B^est. 

Mr.  TiMBERLAKE.  Are  they  deep-set  or  on  the  surface  ? 

Mr.  George.  For  the  most  part  the  layers  are  deep  within  the 
strata,  along  the  valley  walls,  and  at  various  heights  above  the  valley 
[loor.  Along  the  river  from  De  Beque  to  Grand  Valley  they  are 
ibout  2,000  feet  above  the  valley  floor.  On  the  tributaries  to  the 
river  they  range  in  height  from  a  few  feet  above  the  valley  at  the 
deads  of  the  streams  to  2,000  feet  or  more  where  the  creeks  empty 
into  the  river. 

Mr.  TiMBERLAKE.  Are  they  very  much  like  coal  ? 

Mr.  George.  Very  much  like  coal — almost  entirely  like  coal  in 
their  relations  to  the  inclosing  rocks,  but  unlike  coal  in  composition. 

Mr.  Raker.  Is  there  any  possibility  of  a  conflict  in  calling  this 
I  low  grade  of  coal? 

Mr.  George.  It  is  not  a  coal,  though  some  people  a  few  years  ago 
called  it  low-grade  coal  and  bastard  coal.  Various  names  have 
3een  given  to  it.  The  cowboys  years  back  used  it,  as  they  would  use 
:oal,  to  make  their  tea  and  coffee. 

Mr.  Smith.  What  amount  of  petroleum  do  you  get  per  cubic  foot 
from  that? 
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Mr.  George.  I  can't  tell  you  by  the  cubic  foot,  but  shale  as  good 
as  this  will  yield  about  60  to  65  gallons  to  the  ton. 

Mr.  Taylor.  It  doesn't  usually  run  that  high,  does  it  ? 

Mr.  George.  Oh,  no;  that  is  an  unusually  fine  specimen. 

Mr.  Eaker.  That  would  be  more  valuable  than  coal,  wouldn't  it ! 

Mr.  George.  Yes,  sir;  greater  value  may  be  obtained  from  it,  but 
as  raw  material  it  is  of  no  value  whatsoever.  The  expense  of  han- 
dling it  is  very  great,  as  I  shall  show  you  a  little  later. 

Correspondence  had  brought  out  the  fact  that  the  Scottish  manu- 
facturers of  shale-oil  plants  could  do  nothing  for  Colorado  companies 
until  some  months  after  the  close  of  the  war.  The  Federal  Shale 
Oil  Co.  had  reached  the  point  where  they  were  ready  to  let  a  contract 
for  the  erection  of  a  plant.  I  advised  a  trip  of  investigation  to  find 
out  whether  there  were  in  America  engineers  qualified  by  first-hand 
knowledge  and  actual  experience  to  erect  a  plant  for  the  company. 

In  Pittsburgh  I  interviewed  Messrs.  Bacon  and  Hamor,  director 
and  assistant  director  of  the  Mellon  Institute.  The  standing  of  these 
men  may  be  judged  by  the  fact  that  they  have  since  been  sent  to 
France  to  take  charge  of  the  investigations  connected  with  the  utili- 
zation of  gas  as  a  weapon  of  warfare.  These  men  are  the  authors  of 
the  best  work  on  the  technology  of  petroleum  written  in  America. 
Mr.  Hamor  was  one  of  those  sent  by  the  Canadian  Government  to 
Scotland  to  follow  the  testing  of  a  shipment  of  Canadian  shales  iD 
the  Scottish  retorts.  He  is  therefore  familiar  with  the  Scottish 
process  and  does  not  hesitate  to  say  that  the  fundamental  principle 
of  that  process  is  applicable  to  Colorado  shales. 

In  New  York  I  conferred  with  Dr.  Chas.  Baskerville,  who  was  in 
charge  of  the  tests  for  the  Canadian  Government.  He  is  convinced 
of  the  possibilities  of  the  industry  and  expressed  the  opinion  that  in 
view  of  the  oil  situation  the  industry  should  have  been  established 
before  this. 

Mr.  John  C.  Sparks,  also  of  New  York,  has  done  a  good  deal  of 
work  on  the  Colorado  shales.  He  believes  the  Scotch  process  will 
work  on  the  Colorado  shales. 

In  Ottawa  I  discussed  the  matter  with  Dr.  Haanel,  director  of  the 
mines  branch  of  the  department  of  mines;  with  Mr.  Ells,  of  the  mines 
branch,  and  with  others.  The  question  is  a  very  live  one  in  Canada, 
and  the  coming  summer  will  witness  much  development. 

In  Washington  I  advised  with  the  technologists  of  the  Bureau  of 
Mines  and  got  much  valuable  information,  although  the  lack  of  f uiids 
had  prevented  the  bureau  from  carrying  forward  the  extensive  ex- 
perimentation initiated. 

I  also  went  to  the  Pierce  Engineering  Co.,  of  New  York  City,  and 
without  any  intention  of  flattery  or  anything  of  the  kind,  I  wish  to 
say  that  I  believe  Mr.  Pierce  is  by  far  the  best  informed  man  on  all 
questions  relating  to  the  retorting  of  coal  or  shale  or  similar  sub- 
stances in  the  United  States;  and  I  believe  he  is  the  peer  of  any  in 
the  world  on  this  question. 

My  conference  with  this  company,  and  especially  with  Mr.  Pearse, 
greatly  strengthened  my  confidence  (which  was  already  strong)  in 
the  commercial  possibilities  of  the  oil  shales.  The  time  is  oppor- 
tune for  the  development  of  the  shale-oil  industry,  and  I  believe  it 
will  go  forward  very  rapidly,  but  not  rapidly  enough  to  fully  make 
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up  the  difference  between  supply  and  demand  in  the  petroleum  sit- 
uation. 

Now,  as  to  the  question  of  the  treatment  of  the  shales:  They  lie 
in  horizontal  strata  of  very  great  area  extending  away  into  the  hills 
and  underlying  the  great  plateau  of  Garfield  and  Rio  Blanco  Coun- 
ties and  northward  mto  Wyoming  and  westward  into  Utah.  They 
must  be  mined  very  much  as  coal  is  mined.  Coal-mining  methods 
may  be  applied  with  but  slight  modification.  It  will  be  a  question  of 
opening  up  the  deposits  by  entries  and  rooms,  breaking  it  loose  and 
bringing  it  to  the  surface  very  much  as  coal  is  handled.  The  cost  will 
be  about  the  same.  The  average  cost  of  coal  mining  in  Colorado  is 
73  cents  a  ton  for  bringing  the  coal  to  the  pit  mouth  and  passing  it 
over  the  tipple.  The  charges  for  timbering,  trackage,  and  mainte- 
nance average  about  45  cents  a  ton.  These  costs  may  be  taken  as 
approximately  what  the  operators  of  oil  shale  deposits  will  have  to 
meet  in  the  mining  of  shale.  A  few  small  areas  of  shale  are  at  the 
surface  and  can  be  worked  at  less  expense. 

After  it  is  brought  out  of  the  mine  it  must  be  passed  through 
a  crusher  to  reduce  it  to  such  a  size  as  to  enable  the  heat  to  readily 
penerate  it.  The  Scottish  practice  is  to  crush  it  to  lumps  of  a  diam- 
eter not  greater  than  2  inches. 

Mr.  Smith.  In  lumps  6  inches  by  3  inches? 

Mr.  George.  No,  sir;  the  pieces  must  not  exceed  2  inches  in  di- 
ameter. It  must  then  be  sized  so  that  the  material  going  into  a 
given  retort  shall  be  comparatively  uniform  in  size.  The  crushing 
and  sizing  will  cost  about  25  cents  a  ton.  It  then  goes  to  a  retort, 
very  similar  in  construction  to  a  blast  furnace.  It  is  there  slowly 
raised  to  a  rather  high  temperature  and  superheated  steam  is  passed 
into  the  retort  to  aid  in  the  chemical  changes  desired.  The  gases  and 
vapors  formed  in  the  retort  are  drawn  over  into  condensers  for  fur- 
ther treatment. 

The  mixture  of  gases  going  into  the  condenser  contains  carbon 
monoxide,  carbon  dioxide,  various  hydrocarbon  gases,  nitrogen,  am- 
monia, steam,  and  others.  In  the  process  of  condensation  most  of 
the  hydrocarbon  gases  are  converted  into  a  liquid  oil  and  the  steam 
forms  water.  The  other  gases  mentioned  and  methane,  the  lightest 
of  the  hydrocarbon  gases,  are  not  condensable  and  so  pass  out  of  the 
condenser  through  sulphuric  acid,  where  the  ammonia  is  caught  and 
changed  into  ammonium  sulphate.  From  the  ammonia  saver  the  per- 
manent gases  go  to  a  scrubber  and  finally  are  returned  to  the  retort 
and  used  as  fuel. 

.  The  amount  of  water  in  the  form  of  superheated  steam  passed  into 
the  retort  varies  in  the  Scottish  practice,  but  it  probably  never  falls 
below  500  to  700  pounds  per  ton  of  shale  treated. 

It  is  clear  that  until  a  very  large  amount  of  money  is  expended  on 
the  shale  it  is  worthless.  It  has  no  value  when  it  is  brought  out  of 
the  ground.    It  has  no  value  until  it  is  distilled. 

Mr.  Taylor.  Ordinarily,  how  thick  are  the  veins  ? 

Mr.  George.  They  range  in  thickness  from  a  mere  pencil  scam  to 
11  or  12  feet.  There  are  a  few  places  where  beds  coalesce  and  make 
a  larger  vein. 

Mr.  TayxjOR.  How  thin  a  vein  do  you  feel  it  would  be  practicable 
to  work? 
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Mr.  George.  At  the  present  time  not  under  5  feet.  I  don't  think  it 
would  be  practical  to  attempt  to  work  a  mine  on  a  vein  less  than  5 
feet  in  thickness.  The  cost  would  be  too  high.  Veins  of  too  great 
thickness  will  prove  very  expensive  to  work.  That,  at  least,  is  the 
experience  in  coal  mining. 

From  what  has  been  said  it  will  be  clear  that  the  shale-oil  industry 
is  a  manufacturing  enterprise  using  as  raw  materials  shales  contain- 
ing the  materials  out  of  which,  by  chemical  change,,  crude  oil  and 
ammonium  sulphate  are  formed.  It  might  be  compared  to  the 
cement  industry.  The  operator  of  a  cement  plant  takes  two  raw 
materials — ^limestone  and  shale — ^neither  of  which  has  in  itself  bond- 
ing or  cementing  properties.  These  are  mined,  ground  to  a  thin 
mudlike  consistency,  and  burnt  to  a  clinker.  In  this  burning  process 
a  chemical  change  takes  place  by  which  entirely  new  mineral  sub- 
stances are  formed  which  possess  the  property  of  bonding  or  cement- 
ing. The  so-called  '^  oil  shales  "  contain  neither  oil  nor  ammonia,  but 
when  they  are  properly  treated  chemically  these  valuable  substances 
are  formed. 

When  the  crude  oil  is  drawn  from  the  condenser  the  shale-oil  oper- 
ator has  just  arrived  at  the  point  where  the  well-oil  operator  is  wlien 
he  starts  his  pump.  In  the  one  case  the  oil  is  a  man-made  product 
In  the  other  it  is  drawn  from  the  earth  where  it  was  formed  and 
stored  by  natural  processes. 

Colorado  is  almost  surrounded  by  States  which  appear  to  have 
very  limited  oil  resources  of  the  usual  kind.  To  the  south  and  south- 
west and  west  are  New  Mexico,  Arizona,  Nevada,  and  Utah-  To  the 
northwest  are  Idnho  and  Oregon.  Wyoming  on  the  north  is  rich  in 
oil.  To  the  northeast  is  Nebraska  with  no  developed  oil  territory. 
The  existence  of  these  vast  deposits  of  oil  shale  will  compensate  in 
luigo  measure  for  the  apparently  meager  development  of  ordinary 
petroleum. 

There  are  disadvantages  to  be  met  in  the  establishment  of  plants 
in  Colorado,  such  as  transportation  over  the  mountains  and  the  great 
distance  from  manufacturing  centers. 

As  to  the  plant :  A  complete  installation  will  consist  of  the  neces- 
sary machinery  or  apparatus  for  the  various  steps  in  the  treatment 
Riich  as  the  mining,  crushing  and  sizing,  retorting,  the  generation 
of  steam  for  power  purposes  and  for  the  injection  of  superheated 
steam  into  the  retorts,  the  condensation  of  the  hydrocarbon  gases  into 
oil,  the  saving  of  the  ammonia,  and  the  refining  of  the  crude  salt  into 
a  finislied  product.  We  now  have  the  two  important  products  of  the 
shale.  The  crude  oil  must  pass  through  all  the  various  stages  of  re- 
fining to  which  well  petroleum  is  subjected.  It  must  be  fractionated 
into  gasoline,  kerosene,  gas  oil,  lubricating  oils,  tars,  waxes,  and  coke 
residue.  These  fractions  must  be  refined  for  the  market.  If  the 
largest  possible  yield  of  gasoline  is  to  be  obtained,  a  cracking  plant 
will  have  to  be  installed  to  break  up  the  kerosene  fraction  into 
gasoline. 

In  addition  to  these  there  must  be  tram  lines,  pipe  lines,  power 
plant,  a  sulphuric-acid  plant,  and  probably  an  acid  regenerating 
plant.  Water  rights  will  have  to  be  purchased,  and  possibly  reser- 
voirs built  to  insure  an  adequate  supply  of  water,  for  it  is  safe  to 
estimate  the  water  requirement  for  all  purposes  at  approximately 
a  ton  per  ton  of  shale  treated. 
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Mr.  Taylor.  All  of  those  have  to  go  along  to  make  it  practicable  ? 

Mr.  George.  To  make  it  complete  and  to  insure  the  operator  of  the 
best  chances  of  financial  success,  I  can  see  no  prospect  of  profitably 
producing  crude  oil. 

Mr.  Taylor.  Will  you  later  on  come  to  a  detailed  statement  of  the 
cost  of  these? 

Mr.  George.  I  haven't  prepared  such  a  statement,  but  I  can  give 
you  a  close  approximation. 

The  two  thmgs  upon  which  the  industry  must  depend  are  the  crude 
oil  and  the  anmionium  sulphate.  We  have  a  rather  peculiar  situation 
regarding  the  fertilizer  industry  in  the  United  States.  The  Chilean 
nitrate  deposits  from  which  this  country  drew  so  largely  a  few  years 
ago  can  no  longer  be  depended  upon.  We  must  look  in  our  own 
country  for  a  source  of  nitrogen.  The  shales  offer  that  source.  The 
Colorado  shales  and  tho§e  of  adjacent  parts  of  Utah  and  Wyoming 
should  yield  theoretically  about  41  pounds  of  ammonium  sulphate 
to  the  ton  of  shale,  but  the  theoretical  is  not  often  obtainable.  The 
Scotch  are  able  to  save  about  60  per  cent  of  the  theoretically  possible 
content.  That  would  leave  us  a  return  of  about  28  to  30  pounds  of 
ammonium  sulphate  from  a  ton  of  shale. 

European  countries  found  out  many  years  ago  that  there  is  nothing 
equal  to  ammonium  sulphate  for  sugar-beet  culture,  and  that  it  has 
a  very  high  fertilizing  value  for  certain  small  grains,  for  potatoes, 
and  other  crops.  It  is  a  very  important  consideration  in  view  of  the 
increased  demand  on  our  food  supply.  Ammonium  sulphate  con- 
tains a  larger  percentage  of  available  nitrogen  than  does  the  Chilian 
nitrate. 

As  to  the  size  of  the  plant :  I  believe  from  the  most  thorough  in- 
vestigation I  have  been  able  to  make — ^this  is  also  backed  up  by  the 
experience  of  Scotland — that  the  smallest  plant  that  can  be  looked 
to  as  a  commercial  proposition  is  one  having  a  capacity  of  1,000 
tons  per  day.  I  believe  that  is  the  smallest  plant  that  it  would  be 
wise  to  install  with  the  expectation  of  making  it  commercially  suc- 
cessful. 

Such  a  plant,  based  on  the  experience  of  Scotland  and  on  estimates 
furnished  by  engineers  in  this  country,  particularly  those  made  by 
the  Pierce  Engineering  Co.,  of  New  York,  will  cost  in  the  neighbor- 
hood of  $2,200,000  to  $2,500,000,  complete.  That  sum  will  not  sup- 
ply the  sulphuric-acid  plant  which  should  be  an  accompaniment, 
especially  in  this  rather  remote  part  of  the  country  where  sulphuric 
acid  is  manufactured  in  limited  quantities.  Otherwise  sulphuric 
acid  would  have  to  be  carried  across  the  range,  and  the  freight  would 
add  greatly  to  the  cost  of  the  ammonia. 

The  Scotch  plants  average  about  2,000  tons  a  day,  but  the  aim, 
in  my  judgment,  should  be  from  five  to  ten  thousand  tons  a  day. 
The  Scotch  shales  are  of  lower  oil  yield  than  ours,  but  they  run  higher 
in  ammonium  sulphate.  The  oil  form  the  Colorado  shales  is  a 
paraffine-base  oil  of  very  high  grade.  I  think  there  is  but  little 
asphalt  in  it,  and  it  promises  to  yield  readily  to  certain  processes  of 
cracking  by  which  the  yield  of  gasoline  may  be  very  considerably 
increased.  The  lubricatmg  oils  of  Scotland  are  among  the  best  in 
the  world,  and  there  is  reason  to  hope  for  high-grade  lubricating 
oils  from  the  Colorado  shales.  A  very  conservative  estimate  of  the 
cost  of  a  1,000-ton  plant  is  $2,200,000.     That  means  an  initial  ex- 
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peiiditure  of  $2,200  per  day  per  ton  passing  through  the  plant.  It  is  a 
very  big  expenditure  of  money — very  big  investment — but  there  is 
reason  to  believe  that  it  can  be  made  to  pay  if  it  is  conducted  in  a 
scientific  manner. 

I  was  asked  by  a  number  of  the  companies  what  I  consider  a 
proper  acreage  for  a  shale  company  to  have  to  warrant  such  an  in- 
vestment as  I  have  mentioned  here,  and  I  have  placed  the  figure  at 
six  to  seven  thousand  acres.  I  believe  you  will  see  the  reasonable- 
ness of  that  acreage  when  we  divide  the  $2,200,000  by  the  number 
of  acres.     You  will  see  that  it  means  an  expenditure  of  over  $350 

Eer  acre  of  raw  land.  Or,  if  we  take  it  on  the  basis  of  tonnage 
andled  and  compare  it  with  the  cost  of  the  initial  plant  in  coal- 
mining operations,  we  find  these  figures:  The  average  plant  invest- 
ment per  ton  per  year  of  coal  minea  in  the  United  States  is  87  cents. 
The  initial  investment  of  87  cents  stands  against  every  ton  of  coal 
that  is  mined  in  the  United  States  to-day.  In  Colorado  it  is  a  little 
higher  than  that — approximately  $1.  An  initial  investment  would 
stand  against  every  ton  of  this  raw  shale  treated  per  year,  of  $7.50, 
or  seven  and  one-half  times  as  much  as  that  per  ton  of  coal  in  Colo- 
rado. 

From  all  of  these  viewpoints  it  seems  to  me  that  the  acreage  I  have 
suggested  is  a  very  conservative  one  for  an  industry  in  which  the  net 
returns  per  ton  of  material  handled  must  be  small. 

Mr.  Taylor.  Does  that  cost  include  any  water,  or  water  rig:ht,  or 
ditches  or  reservoirs,  pipe  lines,  or  pumping  plants? 

Mr.  George.  It  does  not.  I  thank  you.  Congressman  Taylor,  for 
bringing  that  to  my  attention.  It  does  not  include  water  rights.  M 
the  water  over  there  is  appropriated. 

Mr.  Taylor.  I  would  like  to  have  you  state  if  that  shale  formation 
isn't  in  a  very  arid  part  of  a  very  arid  country,  and  is  there  anv 
unappropriated  water  obtainable?  As  a  matter  of  fact,  will  it  not 
require  a  very  large  expense  in  the  way  of  purchasing  water  rights 
and  supplying  the  water  necessary  for  the  operation  of  one  of  these 
plants? 

Mr.  George.  The  shales  are  in  a  plateau  country  which  stands  ap- 
proximately 8,000  feet  above  sea  level.  The  larger  valleys  are. 
roughly,  2,000  feet  lower.  Most  of  the  streams  heading  on  the  pla- 
teau are  intermittent.  Part  of  the  year  they  have  water  in  them  and 
part  of  the  year  they  are  dry.  Even  if  there  were  water  enough  in 
the  small  streams  it  would  necessitate  the  building  of  reservoirs  to 
conserve  the  waters  of  flood  seasons  for  use  in  the  slack- water  season. 

Mr.  Sbifth.  Is  a  large  amount  of  water  necessary? 

Mr.  George.  Approximately  1  ton  of  water  to  1  ton  of  sliale.  That 
amount  includes  the  water  necessary  for  the  retorts,  the  condensers, 
the  1)0 wer  plant,  refinery,  etc. 

If  we  should  try  to  retort  the  shale  without  the  use  of  suflScient 
steam  the  hydrocarbons  would  crack  up  into  undesirable  forms,  a 
great  deal  of  permanent  gas  would  be  made,  and  both  the  grade  and 
the  quantity  of  crude  oil  would  be  reduced.  The  yield  of  ammonium 
sulphate  would  also  be  greatly  reduced. 

The  Grand  Biver  is  and  must  be,  of  course,  the  main  source  of 
water  supply.  There  are  large  areas  in  the  center  of  the  shale  terri- 
tory that  are  many  miles  from  a  supply  of  water  adequate  to  carry 
on  the  work  of  a  reduction  plant. 
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Mr.  Smith.  Where  do  you  get  your  fuel? 

Mr.  George.  Th6  fixed  ^ases  that  are  formed  in  the  process  of  re- 
torting have  a  certain  fuel  value  and  will  be  turned  back  under  the 
retorts.  There  will  be  a  certain  amount  of  wastage  in  the  form  of 
residues,  which  are  good  fuel,  and  will  also  be  used  under  the  re- 
torts. If  a  further  supply  of  fuel  is  necessary  it  can  be  derived 
directly  from  the  shales  by  putting  in  a  producer  for  each  four,  six, 
or  eight  retorts,  as  the  case  may  require.  When  additional  fuel  is 
required,  these  can  be  tapped  to  supply  fuel  to  the  retorting  cham- 
bers. But  when  the  additional  fuel  is  not  required  it  can  be  turned 
into  the  condensing  chambers  to  add  to  the  oil  returns.  It  is  not 
likely  that  it  will  be  necessary  to  use  outside  fuel.  The  Scotch  do ; 
they  are  obliged  to  add  50  to  100  or  more  pounds  of  fuel  for  each 
ton  of  shale  treated. 

There  are  a  large  number  of  companies  organized  in  Colorado; 
they  have  organized  in  good  faith ;  they  are  developing  claims  there ; 
experimental  plants  are  being  installed  and  some  small  retorts  are 
being  erected  on  the  land.  I  do  not  know  that  any  of  those  people 
who  are  at  work  consider  that  they  have  found  the  retort  that  will 
be  adopted,  but  they  are  making  honest  efforts  to  find  out  the  best 
style  or  retort,  and  are  doing  the  best  they  can  to  develop  the  land. 

Mr.  Taylor.  Has  the  Bureau  of  Mines  of  this  country  yet  oflScially 
recommended  any  special  process  ? 

Mr.  George.  No ;  I  think  not.  Mr.  Manning  has  made  no  recom- 
mendation in  that  regard. 

Mr.  Taylor.  They  think  we  ought  to  have  a  more  practical  and 
cheaper  process  than  the  Scotch  process  before  we  undertake  the 
estensivo  handling  of  shales? 

Mr.  George.  Ttiey  regard  the  Scotch  process  as  by  far  the  best 
that  has  been  developed,  and  they  believe  that  the  fundamental 
principles  of  the  Scotch  retort  will  be  entirely  applicable  to  the 
Colorado  shales. 

Mr.  Taylor.  But  there  has  been  no  shale  oil  manufactured  in  this 
country  yet,  has  there  ? 

Mr.  George.  No;  there  has  been  none,  except  with  these  small 
experimental  plants — a  barrel  or  two  in  the  shape  of  tests.  Thou- 
sands and  thousands  of  samples  have  been  taken  and  thousands  of 
small  retortings  have  been  made,  but  nothing  has  been  attempted 
on  a  commercial  scale. 

What  will  this  industry  do?  I  believe  that  there  will  be  a  re- 
construction period  after  the  present  war  that  will  place  a  very 
severe  strain  upon  the  industries  of  this  country.  The  time  is  not 
far  off  when,  so  far  as  I  can  see,  the  visible  supply  of  petroleum 
will  be  reduced  almost  to  zero.  The  making  of  gasoline  irom  these 
shales  will  help  to  tide  over  that  period  of  declining  production  of 
gasoline  from  the  well  oils.  It  will  greatly  add  to  our  supply  of 
nitrogen  for  fertilizer.  This  is  something  to  which  we  iii  this  coun- 
try have  paid  too  little  attention.  It  will  create  an  industry  of 
very  great  magnitude  in  the  country. 

1  do  not  like  to  say  this  to  those  of  you  who  come  from  Oklahoma 
and  various  other  oil-producing  States,  but  in  that  little  area  of 
shale  in  two  of  Mr.  Taylor's  counties  there  is  material  enough  to 
make  10  times  as  much  oil  as  has  been  produced  in  the  United  States 
since  the  discovery  of  oil  in  1859.    That  amount  is  in  woikable  beds, 
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and  there  is  perhaps  half  as  much  in  unworkable  beds,  but  this  can 
not  now  be  counted  as  an  asset. 

Mr.  Elston.  Capable  of  extraction?  In  beds  thick  enough  and 
rich  enough  to  be  profitable? 

Mr.  George.  Capable  of  extraction — in  beds  thick  enough  to  be 
economically  mined  and  rich  enough  to  be  commercially  extracted. 

The  Chairman.  Is  that  shale  disintegrating  or  wearing  out? 

Mr.  George.  Really  very  slowly,  Mr.  Chairman.  You  can  see  here 
the  weathering  that  has  taken  place  [exhibiting  sample  of  oil  shale 
to  the  committee!.  If  this  haa  come  from  an  exposed  area,  right 
out  on  the  face  of  the  cliif,  the  change  would  be  no  greater  than  you 
see  in  this  sample.  It  is  true  that  the  surface  probably  loses  some 
of  its  lighter  oil. 

Mr.  Taylor.  Prof.  George,  will  you  give  a  little  more  detail 
as  to  the  cost  of  mining,  the  cost  of  timbering,  the  cost  of  breaking 
up,  the  cost  of  manufacturing,  and  then  the  cost  of  reducing,  ana 
bring  it  right  down  to  what  the  barrel  of  oil  will  cost  l^y  the  best- 
known  processes  at  the  present  time  on  a  thousand-ton-a-day  basis? 

Mr.  (jEORGE.  I  will,  Mr.  Taylor.  May  I  first  call  your  attention 
to  one  interesting  fact?  The  Department  of  the  Interior  has  set 
aside  45,000  acres  of  this  shale  land  for  a  naval  fuel-oil  reserve.  I 
have  marked  it  on  this  map  [indicating  on  map].  The  total  area 
is  smaller  than  that  smallest  red  area,  and  yet  it  contains  45,000  acres. 

Mr.  Elston.  You  say  that  has  been  withdrawn? 

Mr.  George.  That  has  been  withdrawn. 

Mr.  Elston.  What  requirements  of  the  Navy  for  the  future  would 
that  satisfy? 

Mr.  George.  I  see  that  you  have  indicated  on  this  chart  that  it  con- 
tains 20,000,000,000  barrels.  I  do  not  believe  it.  But  it  is  a  fact  that 
it  does  contain  a  very  large  amount  of  oil — probably  1,000,000,000 
barrels. 

Mr.  Raker.  That  is  too  many  barrels? 

Mr.  George.  I  hope  the  Navy  may  never  need  it,  but  there  is  an 
ample  supply  in  the  45,000  acres. 

Answering  Mr.  Taylor  in  regard  to  the  cost :  The  experience  of  the 
coal  mines  of  Colorado  shows  that  it  costs  73  cents  a  ton  to  mine 
the  coal,  bring  it  out,  pass  it  over  the  tipple  and  load  it  on  the  cars 
It  costs  about  44  cents  a  ton  for  timbering.  It  will  cost  essentially 
the  same  for  those  two  features  of  the  shale  mining. 

Mr.  Taylor.  I  have  heard  that  the  shale  is  much  tougher,  and  does 
not  break  as  easily  as  coal  does,  and  that  therefore  the  cost  of  minin^r 
it  will  be  higher. 

Mr.  George.  That  contention  has  been  made  by  a  good  many.  It 
is  very  much  tougher.  Instead  of  being  able  to  plant  shots  by  mean-? 
of  an  augor  it  will  be  necessary  to  use  power  drills  for  putting  in  th? 
shots.  However,  it  will  stand  very  much  larger  charges  of  powder 
and  will  break  down  in  very  large  masses.  I  am  inclined  to  think 
that  the  cost  of  mining  will  be  approximately  the  same  though  possi- 
bly a  little  higher  than  the  cost  of  mining  coal. 

We  have  ffot  the  shale  out  to  the  surface  now.  The  next  step  is  the 
crushing.  The  Scotch  use  rolls  with  large  teeth  set  in  them  to  break 
the  shale  up  into  sizes  suitable  for  the  retorts.  The  crushing  and  the 
sizing  of  the  material  I  have  figured  at  about  25  cents  a  ton,  and  I 
have  the  backing  of  the  Pearse  engineering  people  in  this  estimate- 
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The  Scotch  experience  with  retorting  shows  that  the  cost  is  40  cents 
a  ton.  The  cost  of  labor  in  this  country  is  considerably  higher,  and 
I  feel  justified  in  placing  the  cost  of  retorting  at  60  to  70  cents  a  ton. 
The  cost  of  the  ammonia  saving  in  Scotland  is  46  cents  per  ton  of 
shale  treated.  I  should  say  that  our  cost  should  be  placed  at  70 
cents,  provided  we  can  manufacture  the  required  sulphuric  acid  near 
the  plant.  If  the  sulphuric  acid  has  to  be  bought  at  regular  market 
prices  and  transported  across  the  range,  we  shall  have  to  add  at  least 
80  cents  a  ton  to  the  cost  of  the  saving  of  ammonia. 

Mr.  Taylor.  Can  you  make  any  estimate  on  the  water  cost? 

Mr.  George.  I  am  unable  to  make  any  estimate  on  the  water  cost. 
That  would  depend,  of  course,  upon  the  buying  of  the  water.  But  it 
reijuires  roughly  a  ton  of  water  for  every  ton  of  shale  handled ;  so  it 
is  a  matter  of  arithmetic  to  know  the  quantity  of  water.  As  to  the 
probable  cost  I  am  not  informed. 

Mr.  Taylor.  There  are  some  places  where  it  has  got  to  be  pumped 
up  probably  3,000  feet  ? 

Mr.  George.  Plant  sites  away  from  the  river  where  there  is  a 
sufficient  supply  of  water  are  verv  few,  indeed.  It  will  necessitate 
in  most  cases  the  bringing  of  the  shale  down  to  the  river  where  water 
can  be  secured  in  larger  (juantity,  but  the  water  will  have  to  be  pur- 
chased, because  all  the  water,  as  I  understand  the  Congressman,  is 
appropriated  for  irrigation  purposes. 

I  believe  that  you,  the  Congress,  may  be  regarded  as  the  eyes  of  the 
Nation  looking  out  for  its  welfare.  I  believe  that  here  is  the  begin- 
ning of  an  industry  which  is  going  to  be  one  of  great  size.  It  is 
going  to  be — it  is  one  of  the  most  needed  industries  in  the  country 
to-day.  Nothing  can  be  industrially  more  important  than  getting 
a  start  in  the  production  of  oil  from  those  shales  to  bolster  up  and 
supplement  the  supply  of  petroleum.  We  of  Colorado  bespeak  your 
kindest  consideration  of  the  infant  industry. 

Mr.  Timberlake.  From  the  experiments  you  have  made,  do  you 
believe  that  with  the  available  processes  you  could  compete  with  the 
crude  oil  from  the  wells? 

Mr.  George.  No;  it  is  utterly  impossible  to  compete  with  oil  in 
wells  on  that  baois.  The  crude  oil  is  going  to  cost  more  than  it  is 
worth  as  crude  oil,  but  the  sulphate  of  ammonia  is  going  to  help  out 
wonderfully.  The  present  price  of  sulphate  of  anmionia  in  New 
York  City  is  $7.25  a  hundred.  A  yield  of  28  to  30  pounds  of  am- 
monium sulphate  per  ton  of  shale  will  be  a  vast  help.  We  can  make 
a  good  deal  of  gasoline;  it  may  be  possible  with  the  most  suitable 
methods  of  cracking  oils  to  convert  50  per  cent  of  the  crude  into 
gasoline. 

Mr.  Kaker.  What  do  you  mean  by  "  cracking  "  ? 

Mr.  George.  For  instance,  suppose  we  were  to  run  this  crude  oil 
through  the  ordinary  distilling  process.  The  lighter  oils  come  off 
first  at  the  lower  temperatures,  as  vapors,  and  are  condensed  to 
liquid  form.  Up  to  a  certain  temperature,  agreed  upon  by  refiners, 
the  vapors  that  pass  over  may  be  condensed  into  gasoline.  The  next 
cut  or  fraction  will  be  the  kerosene.  Tlie  kerosene  fraction  consists 
of  heavier  hydrocarbons  than  the  gasoline  fraction,  and  it  is  un- 
suitable for  many  of  the  purposes  for  which  gasoline  is  used.  But 
by  subjecting  that  kerosene  fraction  to  high  pressure  and  high 
temperature  it  is  possible  to  break  up  the  molecules  or  the  minute 
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pai-ticles  of  the  oil  into  the  gasoline  hydrocarbons,  leaving  a  residi;- 
of  carbon  or  carbonrich  tar.  In  this  way  quite  a  large  part  of  the 
kerosene  fraction  may  be  converted  into  gasoline.  Of  course,  then 
is  a  loss  of  10  to  15  per  cent  in  the  process. 

Mr.  TiMBERLAKE.  Then  you  do  figure  that  by  saving  all  the  by- 
products of  your  process  you  will  be  able  to  manufacture  the  shak 
oil  on  a  commercial  basis? 

Mr.  George.  I  believe  it  is  going  to  be  possible  to  make  a  commer 
cial  success  of  it  if  plants  of  the  size  I  have  spoken  of  are  install^'- 
and  if  absolutely  correct  scientific  management  is  used.  We  can  not 
claim  any  get-rich-quick  game  at  all;  that  is  utterly  impossible.  I 
am  saying  "  we."  I  have  not  any  financial  interest  in  it  whatsoever. 
I  do  not  own  a  claim;  I  do  not  own  a  share  of  stock;  and  I  hove 
refrained  from  taking  any  financial  interest  because  I  wanted  to  b^ 
in  a  position  to  speak  as  I  am  speaking  to-day  in  regard  to  this  in- 
dustry— for  the  people,  for  the  State,  and  T  nelieve  for  the  Natior. 

Mr.  Taylor.  Do  you  care  to  give  the  committee  your  own  personal 
judgment,  having  been  our  State  geologist  for  many  years  and  liav- 
ing  made  this  exhaustive  research,  as  to  what,  if  anything,  this  com- 
mittee or  Congress  ought  to  do  in  regard  to  his?  Ought  we  to  include 
it  in  this  bill  specifically  and  try  to  make  some  provisions  to  cover  it. 
and,  if  so,  what  provisions?  Or  do  you  think  that  these  varions 
companies  that  have  located  under  the  placer  law  and  have  mmh 
discoveries  ought  to  be  specifically  segregated  by  this  bill  and  allow?': 
to  proceed,  if  they  can,  under  the  placer  law? 

Mr.  George.  My  judgment  would  be.  Congressman  Taylor,  that  the 
companies  which  have  already  gone  on,  and  which  have  expended 
their  money,  would  be  very  grateful,  indeed,  if  the  present  conditions 
could  be  continued  just  as  they  are  under  the  placer  act.  It  would 
mean  very  much  less  disturbance  of  their  plans :  it  would  give  thm 
a  feeling  of  security  in  regard  to  their  holdings.  It  would  seem  to  me 
that  if  anything  is  done  in  the  way  of  new  legislation,  it  would  bt 
very  desirable  to  provide  specifically  for  all  those  who  have  pone  on 
and  made  their  locations  in  an  honest  and  sincere  effort  to  develop 
the  industry.  Nothin/a:  should  be  done  which  could  in  any  war 
impair  their  initiated  rights. 

Mr.  Taylor.  And  in  view  of  these  departmental  instructions,  in- 
ducements, and  assurances  to  them? 

Mr.  George.  This  favorable  attitude  of  the  department  has  been 
preached  to  them.  They  have  been  told  of  it  through  the  press.  Yon 
remember  that  in  one  of  these  letters  I  was  authorized  to  make  a  vert 
strong  statement  to  all  those  who  were  interested  in  oil  shales  and 
who  had  made  locations.  I  have  taken  occasion  to  copy  paragraphs 
of  these  letters  and  send  them  out  to  those  who  have  inquired,  and  it 
is  the  generally  held  view  that  the  present  condition  is  satisfactory. 

Mr.  SiNNOTT.  Is  liquid  oil  ever  found  in  connection  with  these 
shales? 

Mr.  George.  I  know  of  no  such  occurrence. 

Mr.  Taylor.  I  do  not  think  you  have  made  clear  how  they  get  it 

Mr.  SixNOTT.  I  did  not  know  whether  they  had  ever  bored  for  oil 
in  connection  with  these  shales? 

Mr.  George.  Drilling  has  been  done,  and  a  small  amount  of  oil  has 
been  found  near  De  Beque,  but  in  strata  far  below  the  shales. 

Mr.  EuBTOK.  You  have  not  yet  explained  what  the  various  bj- 
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products  are  which  make  up  the  value  of  retorting  a  ton  of  raw  shale. 
You  have  just  mentioned  them  casually,  but  have  not  given  the 
quantities.  You  have  given  the  value  of  retorting  the  whole  of  it  so 
that  you  get  all  of  these  by-products,  but  you  have  not  given  us  any 
idea  just  what  the  by-products  are  and  how  much  of  them  you  get. 

Mr.  George.  Take  a  shale  that  will  run  55  gallons  to  the  ton.  We 
estimate  a  possible  saving  of  85  per  cent  of  that,  which  would  be 
approximately  47  gallons  to  the  ton. 

Mr.  Elston.  Of  gasoline? 

Mr.  George.  No  ;  crude  oil.  The  great  many  distillations  I  have 
made  and  a  great  many  fractionings  indicate  that  the  percentage  of 
normal  gasoline — ^that  is,  without  cracking — will  be  approximately  15 
per  cent. 

Mr.  Elston.  I  do  not  think  you  need  go  into  how  that  crude  oil  can 
be  reduced  into  by-products,  because  that  will  be  the  usual  refining 
process.    But  what  grade  of  oil  would  that  be? 

Mr.  George.  It  will,  accordinsr  to  the  opinion  given  us  by  Messrs. 
Bacon  and  Hamor,  of  the  Mellon  Institute,  compare  very  favor- 
ably with  the  crudes  produced  in  Wyoming.  This  oj^inion  is  borne 
out  by  Mr.  Pearse  and  by  my  own  tests.  There  are  important  dif- 
ferences between  the  two  oils,  but  the  base  of  the  oils  is  the  same, 
though  the  normal  content  of  gasoline  is  lower. 

Mr.  Elston.  What  other  valuable  by-products  are  there? 

Mr.  George.  Lubricating  oils,  of  course,  can  be  made  from  the 
residues  after  the  gasoline  and  kerosene  are  taken  away. 

Mr.  Elston.  We  know  generally  they  can  be  refind  just  as  they  are 
refined  everywhere.  But  take  the  crude  oil  now  as  a  whole,  as  it 
comes  out ;  then  what  else  ? 

Mr.  George.  The  only  other  by-product  is  ammonium  sulphate. 

Mr.  Elston.  And  how  much  per  ton  of  that? 

Mr.  George.  About  25  to  28  pounds  per  ton, 

Mr.  Elston.  According  to  present  prices,  what  would  that  28  to 
30  pounds  of  paraffin  and  the  25  pounds  of  ammonium  sulphate  be 
worth? 

Mr.  George.  The  oil  will  yield  a  higher  percentage  of  paraffin  wax 
than  the  ordinary  crude  oil.  That  will,  in  time,  be  another  source  of 
revenue  from  the  oil. 

Mr.  Elston.  You  have  not  made  any  estimate  of  the  value  of  the 
47  gallons  of  oil  and  the  25  pounds  of  ammonium  sulphate.  What 
I  want  to  get  is  a  rough  idea  of  what  those  by-products  are  worth  as 
against  the  cost  of  $2.38  which  you  estimate  to  produce  each  bar- 
rel of  oil. 

Mr.  George.  The  crude  oil  is  worth  just  about  the  same  as  well 
oil  of  similar  quality. 

Mr.  Elston.  I  would  have  to  get  that 

Mr.  George.  At  the  present  time,  or  say  in  1917,  the  Mid-Continen- 
tal crude  was  selling  at  $1.81  a  barrel,  and  Wyoming  at  a  little  less. 

Mr.  Elston.  And  how  many  gallons  to  a  barrel  ? 

Mr.  George.  Forty-two. 

Mr.  Elston.  That  would  be  about  $2,  then? 

Mr.  George.  Pennsylvania  oil  was  selling  at  $2.25. 

Mr.  Elston.  Could  we  strike  an  average  of  $2  as  the  value  of  that 
47  gallons? 
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Mr.  George.  Roughly,  yes. 

Mr.  Elston.  Then  how  much  is  the  value  of  the  25  pounds  of  am- 
monium sulphate? 

Mr.  George.  That  may  be  counted  at  about  5  cents  a  pound  at  the 
point  of  manufacture. 

Mr.  Elston.  That  will  be  $1.25? 

Mr.  George.  That  will  be  about  $1.25. 

Mr.  Elston.  So,  just  oflFhand,  the  net  would  be  only  about  $1  a 
ton? 

The  Chairman.  There  are  other  things. 

Mr.  George.  Of  course,  the  refining  is  where  the  money  is  going  to 
bo  made. 

The  Chairman.  Mr.  Elston  is  trying  to  get  all  the  other  elements 
of  the  calue  of  a  ton  of  shale. 

Mr.  Ei^TON.  I  was  trying  to  get  the  total  approximate  value  of 
all  the  products  of  retorting  this  tone  of  shale. 

The  Chairman.  You  have  $2  worth  of  oil;  you  have  $1.25  worth 
of  ammoniu  msulphate.  What  else  of  value  do  you  get  out  of  that 
ton  of  shale? 

Mr.  George.  There  is  nothing  else. 

Mr.  Elston.  Then,  it  is,  roughly,  a  $1  a  ton  net? 

Mr.  George.  Of  course,  a  great  deal  has  been  said  about  many 
other  by-products,  but  thtey  are  not  to  be  depended  upon  at  all.  It 
is  true  that  there  is  a  small  amount  of  potash  in  the  spent  shale,  but 
altogether  too  small  to  be  of  commercial  value.  It  has  been  said 
that  the  spent  shale  may  be  used  for  this,  that,  and  the  other  pur- 
pose. However,  I  do  not  believe  that  any  use  can  be  made  of  th3 
spent  shale.  It  is  little  better  than  clays  that  one  might  gather  up 
anywhere. 

Mr.  Mays.  Will  there  be  a  profit  in  refining  the  oil? 

Mr.  George.  There  will  be  a  profit  in  that ;  yes. 

Mr.  Raker.  Doctor,  may  I  ask  you  a  question?  This  shale  is 
known  is  hydrocarbon  shale? 

Mr.  George.  It  is  known  under  a  great  many  names. 

Mr.  Raker.  You  call  it  shale? 

Mr.  George.  The  common  name  is  "  oil  shale." 

Mr.  Raker.  You  just  say  "oil  shale"? 

Mr.  George.  That  is  the  common  name.  It  is  not  correct,  because 
there  is  no  oil  in  it. 

Mr.  Raker.  Would  it  be  sufficient  to  desi<rnate  "oil  shale  lands'? 
Would  that  cover  the  land  wherein  there  is  oil  shale  from  which 
you  get  the  paraffin  base  oil,  as  well  as  the  ammonium  sulphate— 
where  you  get  the  benzol — would  it  cover  it  all  ? 

Mr.  George.  I  think  so. 

Mr.  Raker.  It  is  definite  enough  to  say  160  acres  of  oil-shale  land- 

Mr.  George.  Yes,  sir;  I  think  that  would  be  sufficient. 

Mr.  Raker.  That  would  distinguish  it  from  the  oil  land  or  ^s 
land  or  metalliferous  land,  such  as  gold  and  silver  and  nonmineral 
land,  and  would  designate  it  in  one  class? 

Mr.  George.  Yes,  sir;  I  think  so.  It  is  true,  however,  that  pome 
of  the  sands  of  California  which  are  saturated  with  oil — wher 
seepages  of  oil  have  gone  into  the  sand  and  filled  up  the  spaces  with 
oil— are  also  called  "  oil  shales,"  but  they  should  not  have  that  desig- 
nation at  all. 
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Mr.  Raker.  If  you  used  the  words  "  oil-shale  lands,"  would  there 
be  any  complication  as  to  oil  lands? 

Mr.  George.  I  think  not. 

Mr.  Raker«  And  the  lands  you  have  been  describing  with  the 
kind  of  shale  rock  that  you  have  presented  to  the  committee? 

Mr.  George.  No,  sir. 

Mr.  Raker.  There  would  be  no  complication  ? 

Mr.  George.  I  think  not. 

Mr.  Raker.  I  understand  your  position,  then,  is  that  you  desire 
this  bill  not  to  affect  these  oil-shale  lands :  that  is,  the  present  leasing 
bills?  . 

Mr.  George.  I  think  it  would  be  very  much  better  if  they  could 
be  left  as  they  are  to-day. 

Mr.  Raker.  And  also  is  it  your  opinion  that  the  withdrawals  here- 
tofore made  or  hereafter  made  should  not  affect  this  oil-shale  land? 

Mr.  George.  Perhaps  I  do  not  quite  understand. 

Mr.  Raker.  Your  view  is  that  no  benefit  would  come  from  the 
withdrawal  of  this  oil-shale  land? 

Mr.  George.  Of  course,  except  reserves  for  naval  purposes,  and 
such  as  that. 

Mr.  Raker.  Outside  of  the  Navy  ? 

Mr.  George.  I  think  not.  The  area  is  so  very,  very  large  and  the 
supply  is  so  large.  Just  take  the  oil  in  this  one  small  area.  The 
available  oil  is  39,000,000,000  barrels  in  two  counties  in  Congress- 
man "Taylor's  district,  and  the  area  in  Wyoming  is  nearly  four  tim&s 
as  large.  It  is  true,  however,  that  the  quantity  of  shale  under  these 
Wyoming  and  Utah  areas  is  not  so  great  in  proportion  to  the  acreage 
as  under  the  Colorado  areas.  But  the  area  is  extremely  large,  and 
the  content  is  almost  beyond  reckoning. 

Mr.  Raker.  Then,  I  understand  from  your  statement,  you  would 
like  to  have  a  provision  in  this  bill  something  like  this,  roughly 
sketched : 

That  the  provisions  of  this  net  shall  not  apply  to  oil-shale  lands,  and  that 
all  lands  heretofore  or  hereafter  withdrawn  shall  at  all  times  be  open  to 
exploration,  discovery,  occui)ation,  and  purchase  under  the  mining  laws  of 
the  United  States,  so  far  as  the  same  applies  to  oil-shale  lands. 

Ml*.  George.  I  am  not,  of  course,  competent  to  testify  as  to  the 
legal  status. 

Mr.  Kaker.  Is  that  the  theory  you  are  trying  to  get  at? 

Mr.  George.  Yes,  sir. 

Mr.  Taylor.  I  will  say.  Judge  Raker,  that  Director  George  Otis 
Smith  has  written  authoritatively  and  authorized  me  to  publish  a 
statement  to  the  effect  that  the  department  will  not  make  any  more 
withdrawals  of  oil  shale  land,  because  they  sav  they  want  to  encourage 
the  development.  They  have  withdrawn  this  Colorado  Naval  Oil 
Shale  Reserve  No.  1,  of  45,000  acres,  in  my  home  county,  for  the 
Navy  alone,  and  they  say  that  is  enough  of  that,  so  that  the  rest  of 
it  is  to  be  always  open  to  development. 

Mr.  Raker.  What  I  understand  from  the  doctor  and  from  vour- 
6elf  is  that  you  do  not  desire  that  this  present  bill  should  apply  to  the 
oil  shale  lands,  and  that  the  present  mining  laws  should  remain 
applicable  to  them  as  they  are  to-day  ? 
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Mr.  Taylor.  Yes;  the  Colorado  people  would  much  rather  leav: 
il  that  way.  We  would  like  to  be  let  alone.  But  if  this  committet 
decides  or  Congress  determines  that  they  are  going  to  include  thest 
ghale  lands  in  this  bill,  or  have  it  by  implication  construed  as  apply- 
ing to  oil  shale  lands,  then  they  want  us  to  make  provisions  that  anr 
much  more  liberal  than  for  ordinary  pumping  oil  wells,  because 
&hale  is  such  a  low-grade  proposition  and  the  much  greater  cc^  of 
a  plant  and  for  the  necessary  encouragement  of  building  up  an 
entirely  new  industry  to  take  the  place  of  threatened  very  great 
deficiency  in  oil.  In  other  words,  if  Congress  is  unwilling  to  alio* 
the  shale  lands  to  be  administered  under  the  placer  law  as  they  arc 
now  and  let  the  people  get  a  patent  to  them,  then  they  want  us  to 
put  in  very  liberal  provisions  in  the  way  of  acreage  and  not  charge 
any  royalty  at  all  for  10  years  or  until  it  reaches  an  established  ani 
paying  basis. 

Mr.  Raker.  He  has  made  this  statement  in  regard  to  the  presect 
applicability  of  present  mining  laws  to  the  shale  oil  land.  Does  he 
think  from  his  experience  and  knowledge  that  this  oil  shale  land 
could  be  worked  and  handled  under  a  proper  liberal  provision  as  tc 
the  leasing  as  well  as  under  the  present  mining  laws? 

Mr.  George.  I  think  it  would  oe  quite  possible  to  work  it  under  the 
leasing  system,  if  the  leasing  law  were  an  extremely  liberal  one.  It 
must  be  a  very  liberal  one. 

Mr.  Taylor.  It  could  not  be  handled  on  the  basis  of  a  pumping 
oil  well  or  anything  of  that  kind  at  all,  could  it  ? 

Mr.  George.  No. 

Mr.  Raker.  What  is  your  idea  as  to  liberality? 

Mr.  George.  I  should  say  that  the  royalty  should  not  exceed  1  cent 
to  3  cents  a  cubic  yard,  though  possibly  the  limit  might  be  fixed  at 
5  cents  a  cubic  yard. 

The  Chairman.  Had  you  not  better  make  a  statement  as  to  the 
barrels  or  gallons? 

Mr.  George.  It  would  be  very  hard  to  do  that. 

Mr.  Taylor.  I  may  say  that  the  First  Assistant  Secretary  of  the 
Interior,  Mr.  Vogelsang,  suggested  yesterday  the  advisability  of 
making  a  shale  land  leasmg  provision  without  any  royalty  at  all  for 
probably  20  years,  or  at  least  until  such  time  as  the  plant  had  proven 
a  success  and  until  we  could  get  this  industry  firnaly  started  some- 
where in  the  Western  States. 

Mr.  Elston.  Having  this  Government  do  something  like  it  is 
doing. 

Mr.  Taylor.  Canada  charges  a  small  royalty  on  the  raw  materiali 
but  gives  a  direct  bonus  of  1^  cents  per  gallon  of  crude.  We  do 
not  ask  a  bonus,  but  we  do  ask  for  large  acreage  and  comparatively  i 
no  royalties.  It  will  not  stand  any  royalty  or  charge  for  acreage. 
The  Canadian  bonus  wipes  out  the  royalty  and  leaves  a  net  premium 
of  50  cents. 

Mr.  Raker.  Supposing  you  take  26,000  acres  for  a  guess.  What 
would  be  the  conditions  surrounding  that  which  ought  to  be  placed 
on  the  applicant  by  the  Government  for  that  land  under  the  lease? 

Mr.  Elston.  Will  these  matters  be  taken  up  by  your  attorney? 

Mr.  Taylor.  Yes;  the  Colorado  oil-shale  representatives  Save  an 
attorney  here. 
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Mr.  Babj».  1  am  trying  to  get  his  leasing  provisions.  The  attor- 
ney can  not  explain  that  any  better  than  the  doctor. 

Mr.  George.  I  do  not  think  it  would  be  wise  to  start  with  anything 
under  6,000  or  7,000  acres.  I  think  every  operator  who  goes  into  the 
industry  should  look  forward  to  building  up  a  plant  large  enough  to 
handle  at  least  5,000,  10,000,  or  even  15,000  or  20,000  tons  a  day. 

Mr.  Raker.  All  right;  take  10,000  acres. 

Mr.  Timberlake.  He  said  10,000  tons  a  day. 

Mr.  Saker.  You  do  not  figure  on  the  acres  at  all? 

Mr.  George.  I  think  an  operator  going  in  there  should  make  pro- 
vision for  building  up  to  that  size. 

Mr.  Raker.  Supposing  it  took  5,000  acres  or  5,560  acres? 

Mr.  George.  I  should  think  that  the  minimum  should  be  6,400 
acres. 

Mr.  Raker.  Now,  what  would  be  the  conditions  with  which  you 
think  the  Government  should  surround  these  men  to  allow  them  to 
do  this  work  if  placed  under  the  leasing  system  ? 

Mr.  George.  If  placed  under  the  leasing  system,  I  believe  there 
should  be  no  royalty  Or  rental  for  the  first  10  or  20  years,  but  that 
certain  requirements  should  be  made  as  to  development,  so  that  the 
men  should  be  obliged  to  go  forward  with  the  necessary  steps  pre- 
paratory to  the  actual  installation  of  a  plant. 

Mr.  Raker.  At  the  end  of  10  years  they  should  be  running,  oper- 
ating, and  making  a  success,  would  you  say? 

Mr.  George.  Yes;  if  they  are  ever  to  succeed.  Then  I  should  say 
beyond  that  the  industry  would  be  so  well  established  that  it  could 
stand  a  royalty  of  from  1  cent  to  5  cents  a  ton  or  from  1  cent  to 
5  cents  a  cubic  yard  of  shale  treated. 

Mr.  Taylor.  The  Secretary  of  the  Interior  could  adjust  the  roy- 
alty at  that  time  ? 

Mr.  George.  Yes,  sir. 

Mr.  SiNKOTT.  I  want  to  know  how  many  cubic  feet  it  would  take 
to  weigh  a  ton  ? 

Mr.  George.  Approximately  18^  cubic  feet  to  the  ton. 

Mr.  SiNNOTT.  How  many  gallons  of  oil  in  a  ton? 

Mr.  George.  I  think  the  lowest  grade  shale  that  is  commercially 
workable  at  the  present  time  would  be  one  vielding  about  50  gallons 
per  ton.  It  is  impossible  to  be  exact  in  such  matters  at  this  stage  of 
the  game.  I  would  not  like  to  see  a  plant  established  on  any  shale 
deposit  that  would  net  less  than  a  barrel  to  the  ton. 

Mr.  La  Follette.  What  is  the  richest  shale? 

Mr.  George.  I  have  not  made  any  distillations  of  shale  yielding 
higher  than  85  gallons  to  the  ton.  There  are  a  few  very  thin  seams 
that  may  run  as  high  as  100  or  more  gallons  per  ton ;  but  taking  a 
workable  proposition,  I  know  of  none  that  will  run  better  than 
60  gallons  right  through  the  workable  seam. 

Mr.  Taylor.  They  figure  an  average  of  about  30  gallons  to  the 
ton,  don't  they? 

Mr.  George.  That  has  been  the  common  figure.  The  Scottish 
shales  average  somewhat  under  30  United  States  gallons  per  ton. 

Mr.  La  Follette.  That  is  for  a  conservative  estimate! 

Mr.  George.  That  is  for  a  conservative  estimate. 
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STATEMENT  OF  J.  F.  CALLBBEATH,  SEGBETABT  AKEBICAH 
MINnrO  CONOBESS,  WASHINOTOK,  D.  C. 

Mr.  Callbreath.  Mr.  Chairman,  there  has  been  a  good  deal  of 
discussion  as  to  a  proper  definition  of  a  field  dome  or  geological 
structure,  and  in  order  to  shed  a  little  light  upon  that  subject  I  wroto 
a  letter  to  Mr.  J.  C.  McDowell,  who  is  a  recognized  authority  in  tlie 
geological  world  of  oil  and  mining,  and  has  probably  located  more 
oil  fields  than  any  other  man  in  the  United  States,  and  is  one  of  the 
leading,  if  not  the  leading,  authority  upon  that  subject.  I  have  a 
letter  from  him  in  reply  which  I  am  sure  will  be  of  service  to  the 
committee  in  settling:  the  question. 

The  Chairman.  The  committee  will  be  glad  to  have  it,  and  with- 
out objection  it  will  be  incorporated  in  the  record  at  this  point. 

The  paper  referred  to  follows: 

Henhy  L.  Doherty  &  Co., 
60  Wall  Street,  New  York,  February  20, 1918. 
Mr.  J.  F.  Caltjireath, 

Secretary  the  American  Mining  Congress, 

Washington,  D.  C. 

My  Dear  Mr.  Caltjjreath  :  Your  fnvor  of  February  18  received.  The  U55e  of 
the  tonii  "  oil  nud  ?:ns  field  "  In  the  proposed  bUI  Is  entirely  too  fiXMienil  to  be 
cnpnble  of  a  clear  detennlnatiou  when  applied  to  oil  nud  gns  opera tions.  It  is 
just  as  common  an  expression  when  referring  to  a  pivxluctlve  aren  extending 
over  many  States  as  wlien  referring;  to  an  individual  oil  pool — for  inst^ince,  the 
Mid-Continent  oil  field,  which  includes  Kuusiis,  Oklahoma,  northern  Texasi,  niHl 
northern  Tx)uislana,  as  against  the  term  when  applied  to  a  single  ixx>l  sis  tlie 
"Cushlng"  field. 

A  far  Iwtter  term  woidd  be  the  term  "  oil  pool,"  referring  to  a  single  develop- 
ment  or  a  single  reservoir  of  oil  within  a  general  field.  It  can  not  well  be  de- 
scribed as  contained  within  a  "geological  structure."  because  wlille  such  term 
might  he  descriptive  In  one  State  It  does  not  apply  in  another.  For  Instance, 
it  would  be  applicable  to  the  productive  areas  as  developed  in  the  Stnte  of 
Wyondng  where  the  deposit  as  shown  by  development  conforms  in  outline  well 
to  the  geological  structure  as  apparent  on  the  surface  of  tlie  ground,  while  in 
northern  Texas  where  there  is  considerable  production  of  oil  and  gns  there 
is  no  such  thing  known  to  the  industry  as  a  geological  structure,  in  the  seuse 
used  in  AVyomlng. 

In  nortliern  Texas  experience  of  the  past  years  shows  that  the  undenrrntind 
outlines  of  the  productive  areas  do  not  at  all  conform  with  the  geological  struc- 
ture as  shown  at  the  surface. 

Again  there  are  tlie  matters  of  faults  affecting  the  depo.slts,  and  what  we 
know  to-day  about  oil  deposits,  as  based  on  geological  structure,  Is  so  entirely 
indefinite  and  hardly  more  than  a  faint  conception  of  the  geological  nature  of 
oil  deposits  when  the  whole  possible  productive  area  of  the  Unitetl  States  is 
taken  Into  consideration. 

This  term  "  within  a  geological  structure  "  is  not  a  description  applicable  to 
the  deposits  of  the  diflPerent  States,  consequently,  I  would  suggest  that  the  worl 
'•  field  "  be  eliminated  from  the  bill,  and  the  word  •*  pool "  inserted  in  its  stcaiL 
referring  to  each  individual  pool. 

If  you  want  to  insert  the  definition  of  a  pool,  the  word  "pool,"  as  appli«*»l  Ii 
tlie  oil  Industry  is  widely  understood  to  refer  to  an  Individual  deposit  of  ril 
or  to  a  common  reservoir  of  oil,  as  distinctive  between  separate  resoi  v»>irs,  t'le 
aggregation  of  which  constitute  a  field.  Each  pool  may  cover  .sev«3?nl  liiindrcJ 
acres  of  area  or  may  cover  several  thousand  acres  of  area. 

If  it  is  desired  to  insert  in  the  bill  a  further  definition  of  the  word  "pool,"  I 
would  suggest  the  following  language:  "Any  contiguous  area  of  land  on  which  a 
well  or  wells  have  been  drilled  and  are  producing  or  are  capable  of  i)r«xliiclns 
oil  or  gas  In  paying  quantities  from  the  same  or  common  reservoir  or  depa'sir.'" 

I  Think  the  oil  trade  as  a  whole  would  agree  that  this  Is  a  clear  definition  of 
an  oil  i»f»o!.  As  I  have  suggesteil  above,  this  is  often  calle<l  a  field,  but  the  ten^ 
is  to(»  general.    I  think  it  is  the  intention  of  the  bill  to  limit  it  to  a  pool  rather 
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t]mn  to  a  general  field,  as  Is  shown  by  the  fact  that  they  propose  to  permit  the 
openifor  to  have  five  holdings  In  a  State,  whereas  If  the  word  "tiehl"  is  used 
Its  it  is  broadly  applied  iu  the  industry,  for  instance,  the  Mid-continent  field,  tlic 
Wyoming  field,  the  Coastal  field,  the  Appalachian  field,  tlie  Illinois  field. 

Korrunately,  I  have  with  me  this  morning  Mr.  Alfred  J.  Diescher  and  others 
of  (»ijr  producing  companies,  with  whom  I  have  discussed  this  situation,  and 
they  agree  with  me  along  the  lines  as  I  have  stated  them  in  this  letter,  and 
we  believe  that  our  interpretation  will  be  generally  accepted  by  the  oil  trade. 

^  ery  respectfully,  yours, 
^  (Signed)  J.  C.  McDoavell. 

The  Chairman.  Now,  Prof.  Folsome,  will  you  proceed  ? 

STATEMENT  OF  D.  H.  FOLSOVE,  PBOFESSOB  OF  MINES,  STANFORD 

TJNIVEESITY,  PALO  ALTO,  CAL. 

Mr.  Folsome.  Mr.  Chairman,  I  w^ant  to  make  a  very  short  state- 
ment for  the  State  of  California  and  for  the  Pacific  coast.  I  happen 
to  be  at  the  present  time  representing  Mr.  Requa  as  petroleum  ad- 
ministrator on  the  Pacific  Coast. 

The  problem  on  the  Pacific  coast  is  to  secure  an  adequate  supply 
of  power  for  the  industries  which  are  going  irdustries,  and  for  the 
new  industries  which  are  being  developed  by  the  demands  of  war. 
We  only  have  in  California  two  sources  of  power,  one  of  which  is 
from  fuel  oil,  the  other  water.  To  develop  our  water  power  will  re- 
quire a  great  deal  of  money  and  a  long  time.  In  California  approxi- 
mately 70  per  cent  of  the  heat^  light,  and  power  consumed  is  from 
fuel  oil,  and  we  burn  the  majority  of  the  fuel  oil  which  is  produced 
there.  That  may  be  economically  a  mistake,  but  the  industries  of 
California  have  had  no  other  source  of  power  and  have  used  that  as 
a  source. 

Now,  we  have  reached  on  the  lands  which  are  at  present  available 
absolutely  the  maximum  of  production.  The  lands  which  are  in- 
volved in  litigation  and  which  are  withdrawn  offer  the  best  oppor- 
tunity for  potential  production,  and  in  the  entire  State  there  are  two 
sources  from  which  we  can  get  oil.  One  of  them  is  in  the  naval 
reserve  and  the  other  is  in  a  field  developed  about  a  year  ago  just 
out  of  Los  Angeles,  known  as  the  Monte  Bello  field.  When  I  say 
these  two  districts  from  which  we  can  get  oil,  I  mean  from  which 
we  can  easily  get  oil  in  large  quantities.  There  is  one  fundamental 
thing  in  regard  to  oil  that  probably  has  been  called  to  your  attention 
a  good  many  times,  and  that  is  that  oil  wells  begin  to  decline  very 
rapidly  after  they  come  in  with  their  first  production,  and  that  each 
year  an  oil  well  produces  less  than  it  produced  the  year  before.  As 
a  result  of  that,  additional  drilling  is  required  simply  to  maintain 
production.  It  has  been  estimated  in  California  by  a  great  many 
people — and  figures  of  production  substantiate  the  estimates — that 
about  9  per  cent  of  new  drilling  is  required  each  year.  In  1897  a 
thousand  wells,  approximately,  were  drilled,  making  8,000  produc- 
ing at  the  end  of  the  year;  that  is,  14  per  cent  additional  drilling 
^as  (lone  in  1917,  and  this  increased  the  production  of  California  oil 
about  4  per  cent,  from  92,000,000  to  90,000,000  barrels.  The  con- 
sumption in  California  is  approximately  110,000,000  barrels  a  year, 
and  that  consumption,  if  it  were  not  for  the  shortage  of  oil,  if  it 
}vere  not  for  the  small  quantity  of  oil  in  storage,  would  contin\ie  to 
increase.    It  would  continue  to  increase  because  each  one  cf  the 
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industries  which  is  using  oil  will  require  more  oil  day  by  day  HL;i 
month  by  month. 

Most  of  the  California  oil  is  used  for  transpoitation  purposes  by 
the  railroads  and  by  steamships.  The  railroads  and  steam.^hip 
companies  operating  on  the  coast  consume  about  45  per  cent  of  the 
fuel  oil,  and  that  consumption  is  increasing  very  rapidly  by  freigh: 
demands,  largely  imposed  by  the  war.  The  Southern  I^acific  Rail 
road  Co.  in  April,  1917,  was  consuming  42,000  barrels  a  day.  lii 
February,  1918,  they  were  consuming  between  46,000  and  bO^M- 
barrels  a  day.    They  have  increased  consumption  over  10  per  cent. 

The  public-utility  companies  of  California  consume  oil  for  the 
purpose  of  making  electric  power  and  distributing  it,  because  our 
streams  are  not  developed  to  their  highest  potentiality.  Their  con- 
sumption is  increasing.  The  gas  companies  make  their  artificial 
gas  out  of  oil,  and  their  consumption  to  provide  gas  for  domestic 
service  is  increasing  day  by  day. 

So  that  from  every  point  where  oil  is  consmned  there  is  an  in- 
creased demand ;  and  the  only  reason  why  that  increased  demand  lui^ 
not  resulted  in  very  much  larger  consumption  than  it  has  is  on 
account  of  the  shortage. 

Now,  the  oil  in  storage,  in  field  storage,  at  the  present  time  in 
California  is  a  little  over  30,000,000  barrels.  But  not  all  of  that 
oil  is  available  as  fuel  oil.  In  the  first  place,  a  part  of  that  oil. 
approximately  40  per  cent  of  it,  is  light  oil  which  must  be  refineii 
before  it  can  be  used  as  fuel.  Then,  in  the  storage  tanks,  particu- 
larly in  the  San  Joaquin  Valley,  a  great  deal  of  the  oil  is  in  large 
earthen  reservoirs;  and  in  these  reservoirs  a  great  deal  of  the  oil  i- 
below  the  outlet  pipe  and  is  probably  very  heavy  base  material 
which  is  mixed  to  a  certain  extent  with  the  dirt  at  the  bottom  of  thf 
tank,  and  a  conservative  estimate  of  the  available  fuel  oil  in  storage 
at  the  present  time  is  15,000,000. 

Our  consumption  last  year  exceeded  production  approximately 
125,000,000  barrels.  And,  as  I  say,  that  consumption  would  increas.^ 
if  it  were  not  for  this  shortage  and  the  effect  of  shoi'tage  on  trans- 
portation facilities  and  on  prices.  As  long  as  we  have  no  other 
source  of  fuel  in  California  I  think  it  is  absolutely  necessary  that 
some  legislation  should  be  passed  to  enable  us  to  get  power  to  con- 
tinue the  industrial  work  which  is  going  on.  The  present  situation 
can  only  lead  to  industrial  paralysis  on  the  whole  Pacific  coast,  be- 
cause oil  is  not  used  alone  in  California.  It  is  used  in  the  Puget 
Sound  region ;  it  is  used  in  all  the  railroads  operating  on  the  coast, 
on  the  Canadian  Pacific,  on  the  Grand  Trunk  Railroad.  It  is  used 
on  the  Southern  Pacific  lines  as  far  east  as  El  Paso  and  Port 
Arthur.  It  is  used  for  every  purpose  for  which  coal  is  used  in  tht 
East,  and  must  be  considered  just  in  terms  of  fuel  as  coal  is  con- 
sidered in  terms  of  fuel  here,  and  we  need  increased  production  in 
order  to  meet  the  demand;  and  the  increased  production  can  only 
come  from  some  sort  of  legislative  action  to  release  lands  at  pres- 
ent closed  to  drilling. 

Mr.  Taylor.  Do  you  think  the  dire  necessities  of  the  Government 
for  more  oil  at  this  time  are,  or  can  be,  sufficiently  impressed  upon 
the  ultraconservationists  in  the  executive  departments  in  Washing- 
ton to  induce  them  to  take  their  hands  off  and  get  out  of  the  waj 
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and  let  Coiigi"ess  legislate  in  the  interest  of  honest  and  sane  develop- 
ijient  and  for  the  welfare  of  our  country  in  time  of  war? 

Mr.  FoLsoME.  I  hope  they  do.    It  may  be  a  very  mistaken  hope. 

Mr.  Taylor.  The  people  of  the  West  will  certainly  wish  you  God- 
speed in  your  laudable  efforts  to  make  a  favorable  impression  on 
them. 

Mr.  FoLSOME.  There  is  just  one  other  thing,  and  that  is,  as  you 
gentlemen  know,  there  is  a  great  shortage  ot  any  sort  of  material 
which  is  made  of  steel.  There  is  a  great  shortage  of  steel  pipe  and 
steel  casing.  In  order  to  get  oil  from  these  lands,  it  requires  a  great 
amount  of  casing — that  is,  in  order  to  get  it  and  protect  the  oil  from 
the  infiltration  of  water  into  the  oil  sands.  To  use  that  casing  to  the 
best  advantage,  the  casing  which  is  available,  we  ought  to  have  the 
best  lands  available  for  production.  We  ought  to  have  lands  avail- 
able which  will  produce  a  large  cjuantity  of  oil.  And,  as  I  say,  there 
are  just  two  sources  in  California  which  will  produce  a  large  quan- 
tity of  oil  immediately.  One  of  them  is  in  the  Naval  Reserve,  where 
approximately  there  are  19,000  acres  of  proven  oil  land.  The  other  is 
in  the  Monte  Bello  Hills,  with  a  thousand  acres  of  proven  land.  The 
Monte  Bello  Hills  is  doing  its  best.  It  is  doing  more  than  its  bit; 
it  is  doing  its  best  to  produce  oil,  and  the  companies  operating  there 
are  doing  everything  they  can  to  bring  oil  to  the  surface. 

Tlie  Chairman.  What  large  companies  are  operating  there? 

Mr.  FoLSOME.  The  Standard  Oil  Co.  is  the  pioneer  in  the  Monte 
Bello  field.  The  Union  has  lands  there,  and  the  Shell  have  lands  on 
the  outlying  range  of  the  hills  which  are  not  proven. 

The  Chairman.  Have  the  Associated  any  interests  there? 

Mr.  FoLSOME.  I  think  not. 

The  Chairman.  The  Southern  Pacific  ? 

Well,  they  operate  through  the  Associated  altogether,  anyway. 

Mr.  FoLSOME.  Not  altogether;  but  their  holdings  are  in  the  San 
Joaquin  Valley.    Monte  Bello  Hills  are  in  Los  Angeles  County. 

The  Chairman.  Don't  they  operate  altogether  through  the  Asso- 
ciated, the  Southern  Pacific?  Isn't  the  president  of  the  Southern 
Pacific  also  the  president  of  the  Associated  Oil  Co.,  and  isn't  the 
president  of  the  Associated  Oil  Co.  the  president  of  the  oil  committee, 
and  don't  they  do  all  their  business  through  that  committee  ? 

Mr.  FoLSOMB.  They  operate  as  independent  companies.  The 
Southern    Pacific  has  its  oil  department. 

The  Chairman.  That  is  true,  but  it  is  all  Southern  Pacific,  and 
they  own  51  per  cent  of  the  stock,  and  they  own  the  chairman  of  the 
board  of  directors  on  this  oil  committee  also. 

Mr.  Trrrrs.  The  Southern  Pacific  drills  a  great  many  wells  inde- 
pendently, which  the  Associated  has  nothing  to  do  with. 

Mr.  Tatlor.  I  wanted  to  ask  Mr.  Titus — but  I  will  ask  you  the 
direct  question — Who  will  be  most  benefited  if  no  legislation  is 

Eassed?  Will  it  be  the  big  fellows  or  the  little  ones.  And  who  will 
B  injured  the  most  by  the  obstruction  to  fair  and  decent  lei^slation 
upon  this  subject?  In  other  words,  in  whose  interests  are  the  people 
who  obstruct  fair  and  productive  legislation  unconsciously  working 
in  interfering  with  and  possibly  preventing  the  passage  of  fair,  work- 
able legislation  on  this  oil  subject? 

Mr.  FousoME.  The  people  who  would  be  most  benefited  by  the 
present  situation  are  probably  the  large  companies,  who  have  hold- 
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ings  of  oil  lands  from  which  they  can  produce ;  simply  from  the  fact 
that  they  would  under  normal  conditions  get  more  money  for  the  oil 

Mr.  TArrx)R.  The  Standard  Oil  Co.  and  other  big  concerns,  gener- 
ally speaking,  own  or  have  leases  on  privately  owned  land,  so  that 
they  can  keep  up  their  production  regardless  of  this  legislation,  and 
the  scarcity  is  going  to  soon  greatly  enhance  the  value  of  their  pro- 
duction, isn't  it? 

Mr.  FoLSOME.  Under  natural  conditions;  yes. 

Mr.  Taylor.  And  if  the  big  concerns  were  paying  these  obstacle 
makers  a  large  salary,  they  would  richly  earn  that  money,  would  they 
not,  by  preventing  legislation  that  will  encourage  the  increase  of  oil 
production,  and  the  development  of  the  country? 

Mr.  FcLSOME.  Yes;  I  think  they  would. 

Mr.  Taylor.  And  who  would  be  injured,  aside  from  the  thousands 
of  poor  people  and  bona  fide  investors  of  ordinary  means,  who  would 
be  the  greatest  sufferer?  Would  it  not  be  the  whole  country  and  the 
Government  of  the  United  States  itself? 

Mr.  FoLSOME.  The  people  of  the  Pacific  coast  are  the  sufferers  to- 
day. 

The  Chairman.  You  are  now  connected  with  Mr.  Requa,  are  you 
not? 

Mr.  FoLSOME.  Yes,  sir. 

The  Chair^^ian.  Are  you  located  here? 

Mr.  FcLsoaiE.  I  just  came  in  last  night. 

The  Chair3ian.  Are  you  going  to  be  with  him  all  the  time? 

Mr.  FoLSOME.  No ;  I  am  going  back  to  the  Pacific  coast  in  a  short 
time. 

The  Chairman.  You  will  be  his  Pacific  coast  representative  out 
there? 

Mr.  FoLSOME.  I  will  be  his  representative  on  the  Pacific  coast.  I 
will  be  stationed  in  California,  but  inasmuch  as  California  is  the  en- 
tire source  of  production  out  there  I  will  represent  him  on  the  entire 
coast. 

The  Chairman.  Will  that  include  Wyoming,  too! 

Mr.  FoLsoBiE.  No;  it  includes  the  States  of  Arizona,  Nevada,  Ore- 
gon, Washington,  and  British  Columbia. 

The  Chairman.  There  is  no  oil  anywhere  except  in  California  out 
there? 

Mr.  FoLSOME.  No. 

The  Chairman.  Arizona  has  no  oil? 

Mr.  FoLSOME.  No ;  we  ship  our  oil  ther^  for  the  copper  smelters.  ' 

The  Chairman.  Of  course,  you  are  acquainted  with  the  proposi- 
tion that  the  Navy  Department  is  contending  that  the  Naval  Re- 
serves ought  to  be  let  alone,  with  the  view  to  conserving  the  naval 
supply  ? 

Mr.  FoLSOME.  Yes,  sir. 

The  Chairman.  And  you  are  acquainted  with  the  fact  that  the 
Senate  bill  did  by  a  provision  in  the  bill  eliminate  that  and  dropped 
them  out? 

Mr.  FoLSOME.  Yes. 

The  Chairman.  Now,  what  do  you  and  Mr.  Sequa  and  your  oil 
department  there  think  of  the  advisability  of  that? 

Mr.  FoLSOME.  I  should  not  like  to  speak  for  Mr.  Eequa,  because 
I  have  only  talked  with  him  on  that  subject  last  June.    Speaking  for 
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myself,  I  feel  this,  that  fully  half  of  the  Naval  Reserve  is  no  longer 
a  reserve. 

The  Chairman.  Wliat  do  you  mean  by  that,  that  it  has  gone  into 
private  holdings? 

Mr.  FoLSOME.  I  do  not  mean  that  it  is  in  private  holdings;  I  mean 
that  it  is  drilled  up  to  a  point  where  the  oil  can  not  be  kept  there  for 
future  use  of  the  Navy  in  any  event.  The  drilling  on  privately  owned 
land,  and  the  drilling  on  the  Southern  Pacific  lands  which  are  under 
contest  has  removed  the  gas  pressure  to  a  great  extent.  It  has  re- 
moved the  flush  production.  There  is  a  tremendous  amount  of  oil 
left  in  the  land,  but  it  can  not  be  left  there  indefinitely.  It  is  coming 
out  every  day,  and  more  and  more  territory  is  being  drained  by  the 
present  wells  every  day.  It  can  not  be  considered  an  indefinite  re- 
serve. It  is  a  reserve  for  immediate  needs,  a  reserve  for  the  next  few 
years,  but  it  can  not  b3  considered  in  the  light  of  a  reserve  for  an 
indefinite  period,  if  it  is  desired  to  have  it  left  there  until  such  time 
as  it  may  be  wanted.  You  can  not  open  a  faucet  and  let  the  water 
run  continuously  and  expect  to  come  back  and  find  the  barrel  filled 
full. 

The  Chairman.  What  would  you  think  of  this  departmental 
amendment  which  provides  that  they  can  go  on  pumping  the  wells 
in  the  Naval  Reserve  and  open  no  more.  Would  that  result  in  any 
waste  or  disaster? 

Mr.  FoLSOME.  You  mean  as  far  as  the  reserve  is  concerned  ? 

The  Chairman.  Yes. 

Mr.  FoLSOME.  It  will  result  in  oil  being  withdrawn  from  that  re- 
serve.   Certainly  there  will  be  a  large  quantity  withdrawn. 

The  Chairman.  Through  the  open  wells? 

Mr.  FoLSOME.  Yes.  But  it  will  not  give  the  State  of  California 
and  the  Pacific  coast  the  relief  that  they  need  at  the  present  time. 
This  in  an  emergencv  right  now. 

The  Chairman.  That  is  where  I  wanted  to  get  to.  You  are  ac- 
quainted with  this  deppartmental  bill  we  have  pending  before  us 
here,  the  so-called  "well"  amendment?     Have  you  seen  that? 

Mr.  FoLSOME.  No ;  I  have  not  seen  a  copy  of  it.  I  only  know  what 
it  has  been. 

The  Chairman.  This  is  it  right  here  Tshowinfij]. 

Mr.  FoLSOME.  What  is  known  as  the  Kearful  amendment? 

The  Chairman.  Yes.    Are  you  acquainted  with  that? 

Mr.  FoLSOME.  Onlv  from  press  notices. 

The  Chairman.  Well,  I  will  not  ask  you  about  that  then. 

Mr.  Elston.  You  are  connected  with  Stanford  University,  are 
you? 

Mr.  FoLSOME.  Yes,  sir. 

Mr.  Elston.  That  was  your  detail  before  you  came  into  this  work? 

Mr.  FoLsoME.  Yes,  sir. 

Mr.  Elston.  What  was  your  department  there? 

Mr.  FoLsoME.  The  mining  department. 

Mr.  Raker.  Professor,  have  you  given  any  personal  investigation 
relative  to  the  Naval  Reserve  No.  2,  as  to  the  handling  of  the  oil 
there  in  that  reserve? 

Mr.  FoLsoME.  Yes ;  I  have  thought  about  it. 

Mr.  Raker.  Well,  have  you  gone  into  it  as  to  the  effect  it  will  have 
if  we  keep  the  lands  that  are  now  undrilled  in  the  present  position 
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and  permit  those  that  have  already  got  wells  there  on  privately 
owned  land  to  proceed  to  the  utmost  limit? 

Mr.  FoLSOMi:.  I  think  it  will  very  greatly  affect  the  i-eservc  if 
you  allow  the  oil  to  be  continuously  withdrawn  from  those  lands  that 
are  privately  owned.  I  think  the  reserve  now  is  in  a  large  sense  not 
a  reserve  for  the  future. 

Mr.  Eaker.  You  think  that  period  is  passed? 

Mr.  FoLsoME.  I  think  it  is  passed. 

Mr.  Raker.  Have  you  given  any  study  and  thought  as  to  the 
method  of  conserving  or  preconserving  the  oil,  whether  in  the 
ground,  in  a  reserve  like  that,  located  as  that  is  with  the  wells  there, 
numerous  as  they  are,  and  taking  it  out  and  putting  it  mto  tanks 
or  otherwise,  as  to  which  will  be  the  best  to  do,  taking  into  consider- 
ation the  actual  physical  condition  of  that  reserve  at  the  present 
time? 

Mr.  FoLSOMB.  There  are  certain  pai  ts  of  that  reserve  which  could 
bq  possioly  condemned  by  purchase  or  otherwise. 

Mr.  Eaker.  Condemned  for  what  purpose? 

Mr.  FoLSOME.  Condemned  as  a  reserve.  There  are  some  sections 
on  that  reserve — that  map  on  the  wall  is  not  up  to  date,  but  there 
are  some  sections  of  that  reserve  that  are  not  as  thoroughly  drilled 
as  others.  Of  course,  some  sections  there  are  very  thoroughly  drilled, 
as  section  36,  w^hich  is  a  Standard  Oil  section  and  which  has  pro- 
duced over  20,000  barrels  of  oil. 

Mr.  Raker.  Would  you  conserve  the  oil  and  keep  it  for  some 
distant  time  in  the  future? 

Mr.  FoLSOME.  It  is  possible  in  some  part  of  that  reserve  to  have 
oil  so  that  it  could  be  preserved. 

Mr.  Raker.  From  your  observation  and  experience  up  to  the  pres- 
ent time,  can  you  conceive  of  any  time  in  the  history  or  this  country, 
from  its  past  history  and  as  it  exists  now,  when  we  needed  more 
oil  than  we  need  at  the  present  time  ? 

Mr.  FoLSOME,  No;  I  don't  think  we  ever  needed  as  much  oil  as 
we  need  now. 

Mr.  Raker.  What  will  be  the  better  policy,  to  take  out  all  the  oil 
we  can  get  and  not  waste  it  and  use  it  now  or  leave  it  there  for 
some  prospective  ideal  condition  that  might  arise  after  we  have 
finished  this  war  for  a  number  of  years  ? 

Mr.  FoLSOME.  Well,  the  people  of  the  Pacific  coast  have  only  one 
mind  on  that  subject.  We  think  strongly  that  it  is  a  real  emergency: 
that  it  is  an  emergency  that  ought  to  be  met  and  is  not  any  possibli* 
future  emergency. 

Mr.  Raker.  Doesn't  that  in  turn,  then,  affect  individually  ami 
directly  every  industry  in  the  East  as  well  ? 

Mr.  FoLSOME.  We  assume  it  does. 

Mr.  Raker.  Isn't  it  a  fact  that  it  does  ?  Doesn't  every  individual, 
every  train  that  brings  material  and  stuff  from  the  East  to  the  West, 
add  just  that  much  more  to  our  efiiciency  ? 

Mr.  FoLSOME.  Yes,  sir. 

Mr.  Raker.  Our  trains  are  being  held  up  because  they  do  not 
have  fuel.  We  are  in  need  of  mining  material  and  road  material 
in  my  part  of  the  State  right  now,  so  they  advise  me,  and  the  people 
can  not  get  train  service  to  do  it. 
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Mr.  FoLSOME.  In  answer  to  your  question  I  will  state  this,  that 
the  Southern  Pacific  get  their  oil  half  from  their  own  field  and  half 
from  others,  and  all  last  summer  and  way  into  the  fall  they  were 
very  short  of  oil.  I  know  for  a  fact  from  the  figures  that  there  were 
days  when  on  the  Salt  Lake  division,  which  runs  from  Ogdcn  to 
Sparks,  Nev. — and  that  division  burns  4,500  to  5,000  barrels  of  oil 
a  day — ^they  had  less  than  9,000  barrels  in  storage,  less  than  two 
days'  supply.  Any  temporary  breakdown  on  the  line:  any  inter- 
ruption in  tank-car  service  would  put  that  whole  division  out  of 
service. 

Mr.  Saker.  Now,  let  me  ask  you  this  question.  I  am  coming  to 
you  now  for  advice  on  this  oil  business.  Would  you  advise  me  to  tie 
up  that  oil  there  and  not  pump  it  out;  or  would  you  advise  me  as 
good  legislation  to  do  everything  I  couli  to  develop  that  and  get 
every  barrel  of  oil  we  could  in  that  reserve  at  the  present  time  ? 

Mr.  FoLSOME.  I  would  advise  you  or  anybody  else  to  get  all  the  oil 
you  could  at  the  present  time. 
Mr.  Eaker.  And  the  quicker  the  better? 
Mr.  Folsome.  Yes,  sir. 

Mr.  Elston.  Eight  there.  Professor,  have  you  made  any  study 
of  the  present  emergency  needs  of  the  Navy,  which  are  paramount; 
and  are  you  prepared  to  say  whether  it  is  a  life-and-death  matter 
with  them  at  the  present  time  and  within  the  immediate  future,  that 
will  cover  this  emergency,  for  them  to  have  the  total  of  that  reserve, 
to  the  exclusion  of  the  Pacific  coast  supply  ? 

Mr.  Folsome.  The  Navy  would  have  first  choice  on  that  oil  if  it 
were  at  the  surface  of  the  ground  anyway. 

Mr.  Elston.  Now  explam  that  a  little.  I  want  to  know  how  the 
two  things  can  be  accommodated ;  that  is,  the  paramount  need  of  the 
Navy  and  what  you  say  is  the  pressing  need  for  the  Pacific  coast 
as  to  this  great  emergency.  We  do  not  contemplate  that  any  other 
great  emergency  of  this  kind  will  ever  come  into  the  histoiy  of  the 
world.  So  the  whole  question  is  what  should  be  done  for  the  Navy 
and  for  the  Pacific  coast  now,  with  those  two  possibly  conflicting 
needs?  How  shall  we  accommodate  them  so  as  to  give  the  best  to 
both?  I  suppose  that  ought  to  be  the  attitude  of  the  Navy  as  well 
as  all  American  citizens,  is  to  give  the  very  best  to  both. 

Mr.  Folsome.  Any  priority  list  in  the  use  of  oil  would  have  the 
Navy  at  the  top;  and  in  order  to  get  that  oil,  the  oil  must  be  pro- 
duced. 

Mr.  Elston.  Are  the  needs  of  the  Navy  in  such  jeopardy  at  the 
present  time  that  they  have  got  to  cling  to  that  like  grim  deathj  or 
can  a  reasonable  supply  for  the  Navy  be  had  for  every  possible 
emergency?    That  is  what  I  would  like  to  get. 

Mr.  Folsome.  They  are  not  using  that  oil  at  the  present  time,  and 
coifid  not  use  it. 
Mr.  Elston.  Why  not? 

Mr.  Folsome.  There  are  no  boats  on  the  Pacific  coast;  no  naval 
boats  on  the  Pacific  coast.  They  are  using  a  small  quantity,  but  the 
oil  in  that  reserve  could  not  be  used  for  naval  purposes  until  it  has 
been  refined,  anyway.  It  would  all  have  to  be  refined  before  it  could 
be  burned  for  fuel.  There  is  not  a  barrel  of  oil  in  the  reserve  that 
could  be  burned  until  it  has  gone  through  a  refinery. 
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Mr.  Elston.  Do  you  mean  to  say  that  it  is  possible  that  the  Navy 
can  not  make  any  use  of  that  oil  if  they  claimed  it  and  kept  it,  to 
benefit  them  at  tne  present  time  in  this  emergency?  . 

Mr.  FoLFOME.  Not  with  the  present  means  of  using  oil  as  fuel ;  no     I 
sir.    The  oil  must  be  refined.    That  oil  could  be  traded  or  exchanged     ) 
for  other  oil,  for  heavy  oil.  but  a  flash  point  of  that  oil  is  too  low. 
It  could  not  be  used  under  boilers. 

Mr.  Elston.  Well,  then,  would  it  satisfy  the  Navy  as  well  to  have 
the  money  that  comes  from  the  production  on  a  royalty  bnsis — 
would  they  be  advantaged  to  some  extent  by  that,  in  considering 
the  added  advantage  that  increased  production  would  give  to  the 
coast  and  to  naval  construction  out  there,  and  shipping,  etc. 

Mr.  FoLSOME.  They  would  have  to  answer  that  question  them- 
selves. 

Mr.  Elston.  I  thought  possibly  you  had  considered  it,  because  so 
far  as  California  is  concerned,  one  of  the  big  problems  here  is  to 
accommodate  those  two  things.  We  all,  of  course,  think  the  Navv 
is  the  biggest  thing,  and  we  do  not  want  to  harm  it  in  the  least.  We 
want  to  give  it  what  it  might  consider  as  something  on  which  its  life 
is  dependent.  Now,  I  should  judge  that  that  is  a  matter  that  would 
be  taken  un  soniewhat  by  you  fuel  administrators  out  there  on  be- 
half of  California  and  the  national  interests,  to  suggest  some  wav  in 
which  the  Navv  can  have  what  it  ought  to  have,  and  at  the  same  time 
these  great  industries  can  go  forward.  Have  you  any  suggestion  on 
thnt? 

Mr.  La  Follftte.  Tt  would  be  a  verv  wasteful  thing  to  use  that  oil 
for  burnins:  under  their  boilers,  even  if  there  was  not  danger  in  using 
it,  woukl  it  not? 

Mr.  FoL<50ME.  Yes.  Its  chief  value  is  for  the  production  of  gaso- 
line and  light  distillates,  and  to  be  used  in  internal-combustion 
encrines. 

Mr.  La  Follette.  So  they  could  not  use  it  without  great  waste, 
even  though  it  was  not  dangerous  to  try  to  use  it  in  its  present  state? 

Mr.  FoLsoME.  No. 

Mr.  Rakfk.  Now,  Doctor,  isn't  this  the  real  situation  nnd  condition 
relative  to  Naval  Reserve  No.  2:  If  all  the  wells  now  drilled  and  pro- 
ducing were  used  to  their  utmost  capacity,  new  and  additional  wells 
drilled  in  the  proper  wav  and  proper  method,  so  as  to  get  the  best 
results,  and  all  pushed  forward  now  as  rapidly  as  men  and  monev 
could  economically  do  it.  would  not  there  he  a  sufficient  quantity  of 
oil  produced  to  supplv  the  neods  of  the  Pacific  coast  in  its  activi- 
ties, and  as  well  produce  the  oil  for  the  Navy  that  it  needs  now? 

Mr.  FoLSOTVfE.  Yes,  sir:  absolutelv. 

Mr.  Raker.  Now,  ought  not  that  to  be  the  policy  to  pursue  relative 
to  this  field,  so  you  can  get  actual  use  of  oil  when  we  need  it,  at  the 
present  time? 

Mr.  FoLSo^fE.  I  think  so. 

Mr.  Raker.  Can  you  conceive  of  any  reason  that  it  would  be  an- 
ad vantage  to  not  do  that? 

Mr.  FoL«?OME.  I  have  always  understood  that  the  Navy  Department 
felt  that  they  wanted  that  oil  reserved  there  in  case  of  a  war  that 
involved  the  Navy  on  the  Pacific  coast.  And  as  I  have  just  pointed 
out — or  tried  to — that  oil  would  not  be  available  in  case  of  on  emer- 
gency on  the  Pacific  Coast  until  it  had  passed  through  a  refinery. 
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Mr.  Raker.  Hadn't  we  better  wait  till  we  get  through  with  this 
war  and  use  all  the  oil  we  have  got,  if  necessary,  to  win  it  and  let 
the  future  take  care  of  itself?    Isn't  that  the  best  thing  to  do? 

Mr.  FoLSOME.  Yes ;  I  think  so.    Let's  fight  him  now. 

Mr.  Mays.  Don't  you  want  to  reserve  something  for  the  Kaiser? 

Mr.  Baker.  I  want  to  lick  him  now.    [Laughter.] 

Mr.  Church.  The  Navy  is  not  using  that  oil  now,  or  taking  any 
steps  for  its  use  now  ? 

Mr.  FoLSOME.  No,  sir. 

Mr.  Church.  They  are  letting  this  emergency  go  along  and  are 
looking  ahead  to- something  that  may  come,  some  fanciiul  emer- 
gency that  may  come  in  the  future  ? 

^  Mr.  FoLSOME.  That  is  my  understanding.    I  don't  know  how  fan- 
ciful it  is,  but  they  are  looldng  ahead. 

Mr.  Mays.  In  arilling  these  wells,  or  operating  the  wells  already 
drilled,  is  there  danger  of  ruining  the  field  in  this  naval  reserve, 
or  partially  ruining  it? 

Mr.  FoLSOME.  No;  I  don't  think  there  is.  The  lands  that  are  held 
in  the  Naval  Reserve  are  held  in  the  hands  of  very  strong  companies. 
I  mean  companies  which  are  intelligently  operated.  And  the  State 
laws  now  provide  very  adequate  control  over  drilling  operations. 
The  State  mine  and  gas  inspector  has  an  increasing  staff  of  men 
in  the  field  all  the  time  who  watch  every  operation. 

The  Chairman.  Mr.  Barnett,  if  you  are  ready  now  you  may  pro- 
ceed. 

ADDITIONAL  STATEMENT  OF  T.  T.  BABNETT,  OF  DENVEB,  COLO. 

Mr.  Barnett.  I  will  say,  Mr.  Chairman,  that  the  committee,  the 
general  committee,  appointed  subcommittees  on  different  amend- 
ments. They  worked  them  out  and  they  were  later  considered  by 
the  general  committee  and  adopted.  I  will  say  also  that  this  com- 
mittee undertook  to  offer  just  as  few  amendments  to  the  Ferris  bill — 
the  House  bill — as  they  could,  and  get  in  some  substantial  things  that 
they  think  they  should  have.  We  have  not  undertaken  to  pass  upon 
nor  suggest  amendments  to  the  sections  of  the  bill  dealing  with  what 
you  might  term  the  monopolistic  features,  which  are  of  a  general 
nature. 

Mr.  Taylor.  You  just  let  them  alone? 

Mr.  Barnett.  Well,  we  realize  our  position.  We  are  trying  to  get 
into  as  short  a  space  as  possible  the  amendments;  neither  de  we  want 
to  have  it  inferred  that  by  our  silence  we  acquiesced,  nor  by  our 
failure  to  comment  on  these  things  that  they  are  in  the  very  best 
shape  we  could  put  them.  But  we  felt  that  the  committee  probably 
would  act  upon  that  as  intelligently  and  as  wisely  as  they  otherwise 
could,  as  it  applies  to  business  generally.  So  we  have  taken  the  bill 
up  in  this  fashion. 

Section  9,  page  7,  line  19,  after  the  word  "  act,"  strike  out  the  word 
"  a,"  and  make  the  word  "  permit "  plural  by  adding  the  letter  "  s  " 
in  the  same  line;  and  insert  after  the  word  "permits"  the  words 
"each  of."  In  line  22,  page  11,  strike  out  the  words  "six  hundred 
and  forty  "  and  insert  "  two  thousand  five  hundred  and  sixty." 

Beginning  on  line  23  after  the  word  "  and  "  strike  out  "  are  located 
within  ten  miles  from  any  producing  oil  or  gas  well,  and  upon  not  to 
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exceed  two  thousand  five  hundred  and  sixty  acres  of  land  wherein 
such  deposits  belong  to  the  United  States  and  are  situated  over  ten 
miles  from  any  producing  oil  or  gas  well."  Strike  that  out  and  insert 
after  the  word  "and"  m  line  23  the  words  '^ which  lands  are  not 
subject  to  lease  or  permit  as  hereinafter  provided." 

The  Chairman.  What  is  the  idea  of  that? 

Mr.  Barnett.  The  effect  of  that  is  that  the  permits  shall  go  u[K)n 
the  unproven  field,  and  that  the  leases  shall  go  upon  proven  fields. 

Mr.  Elston.  You  say  "  which  lands  are  not  subject  to  lease  or  per- 
mit"? 

Mr.  Barnett.  Well,  there  is  another  kind  of  a  permit  that  we  sug- 
gest that  will  go  to  parties  who  have  made  locations. 

The  Chairman.  A  preference  permit? 

Mr.  Barnett.  Yes. 

The  Chairman.  You  are  making  that  so  it  will  be  applicable  to 
the  lands  to  which  the  claimants  have  a  preference  right  under  vour 
amendment? 

Mr.  Barnett.  Yes,  sir.  On  page  8,  line  9,  after  the  word  "  feet," 
insert  "  or  until  oil  or  gas  shall  ve  discovered  in  paying  quantities  the 
Secretary  of  the  Interior  may,  if  he  shall  find  that  the  permittee  has 
been  unable,  with  the  exercise  of  diligence,  to  test  the  land  in  the 
time  given  by  the  permit,  extend  any  such  permit  for  such  time  and 
upon  such  conditions  as  he  shall  prescribe."  You  understand  ve 
have  left  in  the  bill  the  conditions  of  the  permit  as  originally  made. 
Then  we  have  added  there  this  clause :  "  Or  until  oil  or  gas  shall  be 
discovered."  That  might  shorten  the  permit.  Then  we  add  that  if 
a  man  during  that  time,  as  provided  in  the  permit,  has  been  unable 
to  discover  oil,  and  he  has  shown  diligence,  we  leave  it  to  the  Secre- 
tary to  extend,  perhaps,  the  time  that  he  might  permit  him  to  go  on 
with  his  work. 

The  Chairman.  You  leave  that  discretionary  with  the  Secretary! 

Mr.  Barnett.  Discretionary  with  the  Secretary,  upon  such  terms 
and  conditions  as  the  Secretary  may  prescribe. 

Mr.  Taylor.  So  the  Secretary  of  the  Interior  will  have  tlie  au- 
thority to  give  him  a  show  for  his  white  alley  if  he  is  going  ahead  the 
best  he  can. 

Mr.  Barnett.  Yes.  A  man  might  be  within  a  short  distance  of  the 
oil  sands,  and  he  might  have  extra  hard  luck  or  something  of  that 
sort,  and  if  he  makes  a  showing  to  the  Secretary  to  that  effect,  the 
Secretary  has  the  discretion  to  permit  him  to  go  on  under  such  condi- 
tions as  he  prescribes.  It  is  the  same  principle  that  if  you  are  a 
private  lessor  and  you  went  to  your  landlord  and  made  a  showing 
that  you  have  had  hard  luck,  and  you  had  been  at  it  diligently,  he 
would,  in  all  probability,  give  you  some  extension  of  time. 

In  line  1,  at  the  top  of  page  9,  after  the  word  "will,"  insert  the 
word  "reasonably."  So  that  it  will  read  "reasonably  identify  tlie 
land."  That  is  the  language  of  the  present  law  with  relation  lo 
staking  claims  on  the  public  domain,  and  we  thought  that  there 
might  be  some  quibbling  over  that,  and  by  the  insertion  of  the  word 
"  reasonably,"  if  he  got  out  in  the  far  distant  desert  sometimes  it  is 
difficult  to  stake  the  and  in  such  a  way  as  to  meet  everybody's  idea 
about  it. 

Mr.  Taylor.  Some  of  the  stakes  might  get  knocked  down  or  bo 
stolen. 
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Mr.  Baunett.  Yes;  and  sometimes  it  is  diflScult  to  get  stakes  with- 
out packing  them  a  long  distance.  But  if  he  reasonably  identifies 
the  hind  so  that  anybody  ought  to  know  it  that  finds  it,  if  he  goes 
nnd  makes  reasonable  search  for  monuments,  that  would  be  sufficient. 

After  the  word  "  identified,"  in  line  5,  insert  "  and  shall  be  granted 
a  permit  for  such  portion  thereof  as  the  Secretary  may  determine." 

The  Chairman.  I^ave  that  discretionary  with  the  Secretary? 

Mr.  Barnett.  Yes.  We  have  raised  the  limit  from  640  acres  to 
2,500  acres,  but  we  have  qualified  that  by  leaving  it  to  the  discretion 
of  the  Secretary  how  nuicn  of  the  2,560  acres  he  shall  have  to  operate 
upon. 

In  other  words,  if  the  territory  is,  in  the  judgment  of  the  Secretary, 
close  to  railroads,  close  to  water,  we  leave  it  to  the  discretion  of  the 
Secretary  as  to  how  much  of  that  2,560  acres  he  shall  have;  and  if 
it  is  far  distant  and  under  other  conditions,  we  leavje  it  to  the  Secre- 
tarv  there  to  determine  as  to  whether  he  shall  have  the  full  limit  of 
the  permit  or  not.  I  may  say  in  passing  that  I  was  myself  under  the 
belief  that  the  better  provision  would  be  2,560,  or  some  certain 
amount,  but  this  is  the  judgment  of  all  these  men. 

On  page  10,  section  10,  beginning  with  line  5,  strike  out  the  balance 
of  that  section. 

The  Chairman.  Provisos  and  all^ 

Mr.  Barnett.  Yes;  and  insert  after  the  word  "a,"  the  last  word 
ill  line  4,  the  following:  "  lease  thereon  for  the  term  of  twenty  years, 
with  the  right  of  renewal  as  prescribed  in  section  12  hereof,  upon  a 
royalty  of  one-eighth,  in  amount  or  value,  of  the  production,  and  the 
annual  payment  in  advance  of  a  rental  of  $1  per  acre,  the  rental  pay 
for  any  one  year  to  be  credited  against  the  royalties  as  they  accrue 
for  that  year/'  So  the  whole  section  10  will  be  shortened  to  that 
extent. 

The  Chairman.  That  dispenses  with  the  patent  fee. 

Mr.  Barnett.  Yes. 

The  Chairman.  There  is  no  difference  of  opinion  among  the  oil 
men  upon  that? 

Mr.  Barnett.  No,  sir;  they  all  agree  on  a  flat  royalty  of  one- 
eighth. 

Section  11,  page  11 

The  Chairman  (interposing).  Well,  suppose  the  committee  de- 
cides that  there  was  a  good  deal  of  that  flat  eighth  royalty,  would 
they  feel  the  same  way  about  relinquishing  the  ngfat  to  pat^t  then? 
Of  course,  the  bill  now  stands  at  a  minimum  of  one-eigfath.  There  is 
no  maximum.  That  is  the  way  it  had  to  pass  the  House  both  times, 
and  the  way  it  was  reported  the  third  time.  So  the  House  and  the 
committee  are  both  pretty  well  committed  not  to  a  fixed  royalty  but  to 
a  graduated  royalty.    So  where  would  that  lead? 

Mr.  Barnett.  Well,  we  feel  this  way  about  that,  Mr.  Chairman, 
that  unless  the  act  is  going  to  be  certain  as  to  what  the  permittee 
is  going  to  get 

The  Chairman  (interposing).  It  will  be  certain  all  ri^ht  before 
you  begin,  but  of  course  it  would  not  be  certain  in  the  law.  The 
Secretary  would  fix  a  certain  amount,  which  might  be  an  eighth,  or 
it  might  be  more  than  an  eighth. 

4T470— 18 54 


846  OIL  LEASING  LANDS. 

Mr.  Barnett.  Well,  the  difficulty  with  that  is  that  a  good  deal  of 
prospecting  is  done  before  we  ask  for  the  permit.  We  would  never 
ask  for  the  permit  under  this  bill  until  you  stake  the  land,  and  you 
wouldn't  stake  the  land  until  after  you  go  out  and  prospect  to  iind 
some  place  to  stake;  and  then  you  stake  it  and  come  and  get  your 
permit. 

The  Chairman.  Of  course  the  theory  of  it — ^you  may  have  stated 
the  facts — but  the  theory  is  that  the  Secretary*  of  the  Interior  will 
block  out,  out  there  as  he  does  in  our  State,  an  amount  of  territory 
and  ask  the  public  to  make  an  offering  for  it,  and  you  bid  for  the 
tract  that  the  Interior  Department  staked  out  rather  than  the  one  the 
claimant  staked  out.  And  the  Secretary  of  the  Interior  right  now 
is  blocking  out  land  on  the  Osage  Nation  and  is  soon  to  have  a  public 
offering,  and  he  is  going  to  continue  to  offer  additional  offering,  and 
men  will  bid  not  on  what  they  have  staked  out  but  on  what  ne  has 
staked  out. 

Mr.  Barneit.  Now,  Mr.  Chairman,  let  me  suggest  this  to  your 
mind.  You  are  thoroughly  familiar  in  Oklahoma  with  the  Indian 
land  situation,  and  you  are  thoroughly  familiar  with  the  leasing 
system  as  applied  to  those  lands. 

The  Chairman.  Well,  I  feel  that  I  am.  I  have  seen  it  going  on 
there  for  17  years. 

Mr.  Barnett.  And  you  are  satisfied  that  that  is  a  good  sjrstem 
to  apply  to  those  lands? 

The  Chairman.  It  has  built  up  a  great  industry  down  there,  and 
done  it  without  these  great  lawsuits;  and  that  is  more  than  you 
have  had  out  there,  scrambling  around  under  the  placer  laws. 

Mr.  Barnett.  Yes;  but  I  am  satisfied  that  the  leasing  system  as 
applied  to  the  Indian  lands  is  a  success,  and  it  is  probably  the  best 
system  that  can  be  devised  to  dispose  of  and  handle  those  lands. 
But  there  is  a  great  distinction,  Mr.  Chairman,  between  Indian  lands 
as  such  and  these  other  Government  lands  with  regard  to  certain 
things. 

The  Chairman.  What  is  the  difference?  The  Government  is  abso- 
lutely paramount  in  both  instances.  They  do  what  they  like  in  both 
instances.  What  is  the  real  difference?  Of  course,  in  one  instance 
the  Secretary  of  the  Interior  acts  for  the  Indian,  who  has  nothing  to 
do  with  it,  only  to  get  the  royalty  when  it  is  paid  to  him ;  and  in 
the  other  instance  he  leases  the  Government  land,  and  he  is  acting  for 
the  Government,  and  the  Treasury  is  the  beneficiary.  So  I  don't 
get  that  difference. 

Mr.  Barnett.  That  is  just  the  reason  I  am  trying  to  point  it  out 
to  your  mind,  because  I  can  readily  see  what  influences  your  mind. 
It  is  the  thing  you  know  all  about,  and  you  are  assuming  there  is 
no  difference  between  Indian  lands  and  the  public  lands  of  the  West 
with  regard  to  their  leasing  system. 

The  Chairman.  And  as  to  the  administration  of  them.  I  am  hav- 
ing trouble  finding  any.    What  is  the  difference? 

Mr.  Barnett.  The  difference  is  this:  You  havn't  any  permit,  as  I 
understand  it,  in  the  Indian  leasing  system. 

The  Chairman.  Well,  it  is  a  straight  lease. 

Mr.  Barnett.  It  is  a  straight  lease,  and  you  have  the  Government 
doing  prospecting. 

The  Chairbian.  No. 
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Mr.  Baknett.  To  tliis  extent  only,  that  the  Government  sends  its 
engineers  out  and  blocks  out  a  certain  tract  of  land. 
The  Chairman.  Oh,  no;  they  don't  send  out  any  engineers. 
Mr.  Barnett.  Geologists  or  field  scouts,  or  whatever  you  call 
them — field  men — and  they  take  out  a  section  that  they  want  to  lease, 
and  they  have  a  description  of  it  and  the  geology  of  it,  and  all  that. 
That  is  available  for  prospective  bidders  for  the  lease.  So  they  can 
get  the  information  that  the  Government  has  given,  in  addition  to 
what  their  own  geologists  have  given  them. 

The  Chairman.  They  don't  give  them  anything  but  the  public 
bulletins. 

Mr.  Barnett.  But  there  is  a  certain  area  blocked  out,  and  tbat  >•* 
put  up  for  lease.  Now,  that  is  going  to  be  different  with  respei «  to 
the  public  lands  of  the  West  that  are  going  to  be  opened  for  ?)roS' 
pectmg  under  the  permits  provided  for  in  this  bill.  You  ot-a  not 
going  to  have  the  Government  in  this  instance  go  out  and  take  a  piece 
of  territory  and  say  specifically  that  this  piece  is  open  to  a  pros- 
pective permit.  The  prospector  here,  in  this  instance,  goes  out  liim- 
self,  ana  he  wanders  all  over  the  public  domain,  which  is  very  ex- 
tensive in  the  States  of  Colorado,  Wyoming,  and  these  others. 

Mr.  Taylor.  About  40,000,000  acres  in  Colorado  alone. 

Mr.  Barnett.  He  goes  into  the  wilderness,  perhaps  some  place 
where  the  Government  agent  has  never  been  and  don't  know  anything 
about — ^neither  does  he — but  he  searches  for  days  and  months,  and 
finally  finds  something  that  to  his  mind  indicates  the  possibility  of 
an  oil  structure ;  and  after  having  spent  perhaps  a  year  at  that 
work,  and  having  spent  his  money  and  other  people's  money  in  find- 
ing likely  locations,  he  stakes  it,  as  provided  for  in  this  bill,  and 
then  he  comes  back  to  Washington  to  get  a  permit.  Now,  then,  I 
fear — and  so  do  all  the  oil  men — that  unless  he  knows  before  he  starts 
out  on  this  prospecting  journey  just  what  he  is  going  to  get  that  he 
won't  start  on  that  journey  at  all,  and  you  won't  have  any  prospect- 
ing.  That  is  the  purpose  of  that  proposition. 

The  Chairman.  Now,  you  have  made  that  very  clear,  and  it  is 
very  proper  and  true.  Now,  what  is  the  distinction  between  the  leas- 
ing of  proven  oil  public  lands  and  proven  oil  Indian  lands? 

Mr.  Barnett.  Not  a  bit, 

Tlie  Chairman.  Only  that  the  proceeds  go  in  one  instance  to  the 
Indians  and  in  the  other  to  the  Treasury. 

Mr.  Barnett.  Yes,  sir.  And  so  far  as  the  leasing  end  of  it  is  con- 
cerned, it  is  the  same  as  the  Indian  situation. 

Mr.  Elston.  You  have  made  no  limit.  You  just  say,  "  Not  more 
than  one-eighth." 

Mr.  Barnett.  We  have  not  limited  the  royalty  there  at  all.  We 
have  left  that  just  as  the  bill  provided. 

The  Chairman.  In  all  of  your  amendments  you  have  not  at- 
tempted, on  the  proven  area,  to  fix  any  maximum  royalty,  beyond 
which  the  Secretary  could  not  go.    Is  that  true? 

Mr.  Barnett.  That  is  true. 

The  Chairman.  So  your  fixed  royalty  is  only  as  to  such  lands  as 
are  susceptible  of  prospecting  permits. 

Mr.  Tayix)r.  To  encourage  nrospectinjr:  to  get  people  to  fi:o  out 
and  spend  time  and  money  and  lots  of  hard  work,  and  take  chances 
on  finding  something. 
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Mr.  Barn  KIT.  Yes,  sir.  This  is  the  wildest  kind  of  wildcatting, 
because  all  of  this  territory  is  subject  to  lease,  and  there  the  royalty 
is  fixedjust  as  you  have  fixed  it. 

The  (JHAIRMAN.  And  in  lieu  of  the  pate  nt  provision  that  we  sought 
to  give  you  in  the  bill  as  it  stood,  you  are  willing  to  surrender  that 
on  the  theory  that  you  will  get  a  lease  fo*  the  entire  prospecting 
permit,  or,  at  least,  such  part  of  it  as  the  Secretary,  in  his  discretion, 
will  give,  plus  the  fixed  royalty. 

Mr.  Barnett.  Yes,  sir.  Instead  of  now  getting  a  patent  we  will 
pay  $2.50  an  acre  and  get  a  lease  for  20  years,  and  we  pay  12^  per 
cent  of  what  we  take  out  of  the  ground  to  the  Government.  And  we 
also  give  to  the  Gk>yemment  the  right  of  supervising  our  work,  w^hicli 
is  a  valuable  right,  and  the  thing  that  the  Government  wants,  and 
the  thing,  I  think,  it  ought  to  have,  to  prevent  waste  and  prevent  de- 
struction of  oil  content,  as,  under  the  present  patent,  it  would  give 
no  control  to  tlie  (lovernment  whatever. 

Now,  section  11,  line  :i.  page  11,  after  the  word  "permits,"  insert 
the  word  "and''  and  strike  out  the  words  "and  patents,''  in  the 
same  line,  because  we  have  done  away  with  patents. 

In  line  8,  same  page,  strike  out  the  words  "  or  patents." 

In  line  15,  the  same  page,  after  the  word  "  permittee,"  insert  the 
word  •'  or  "  and  strike  out  the  words  "  entryman  or  patentee." 

In  line  22  strike  out  the  words  "  or  patents." 

The  Chairman.  Just  to  make  it  conform  to  the  other. 

Mr.  Barnett.  Yes.    That  is  all  the  amendments  in  that  section. 

In  line  24,  section  12,  after  the  word  "  all,"  the  second  word  in  that 
line,  insert  "  unappropriated  proven."  Now,  then,  those  two  words 
are  inserted  in  order  to  make  this  bill  conform  to  the  provisions 
which  will  be  offered  concerning  the  relief  measure,  you  see.  That 
is  inserted  there  for  that  purpose,  because  there  are  some  amendments 
offered  to  give  relief  upon  appropriated  proven  ground. 

In  line  25,  at  the  bottom  of  page  11 

The  Chairman  (interposing).    That  is  our  relief  provision  now? 

Mr.  Barnett.  Yes;  but  we  want  this  first  part  of  12 — ^we  let  it 
stand  just  as  it  is  in  the  bill,  but  we  put  these  words  in  to  make  it 
conform  to  the  relief  provisions  which  we  will  offer  later. 

In  line  25  we  begin  after  tnB  word  "same,"  and  strike  out  the 
words  "and  classified  as  oil  or  gas  lands  or  proven  to  contain  such 
deposits."    I  will  read  the  section  just  as  I  have  it  here: 

"  That  all  unproven  deposits  of  oil  or  gas  and  the  unentered  lands 
containing  the  same." 

Strike  out  the  words  "  and  classified  as  oil  or  gas  lands  or  proven 
to  contain  such  deposits."  Now,  that  which  is  stricken  out  is  taken 
care  of  in  the  portions  inserted,  "  unappropriated  proven  deposits,'' 
which  we  are  now  proposing  to  lease. 

The  Chairman.  Now,  does  that  unappropriated  proven  deposits- 
is  that  as  good  as  to  say  "lands  classified  as  oil  or  gas  lands"? 

Mr.  Elston.  You  might  ^ay,  "  Not  covered  by  section  so  and  so 
hereinafter  mentioned." 

The  Chairman.  So  that  we  will  not  get  into  a  big  controversy  in 
the  courts  as  to  what  is  proven  territory.  That  is  what  I  am 
afraid  of. 

Mr.  Elston.  If  this  is  intended  to  cover  all  proven  land  except 
land  to  be  covered  by  the  relief  section,  why  not  say,  "  But  not  in- 
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eluding  any  land  covered  bv  the  relief  section  "  ?  Then  you  would 
not  have  to  use  any  phrase  for  that. 

Mr.  Barnett.  I  think  your  idea  is  all  right,  but  here  is  some- 
thing now,  Mr.  Chairman,  that  I  think  the  committee  should  con- 
sider, and  1  think  it  would  be  very  difficult  for  your  committee  or 
any  of  the  departments  to  tell  me  what  they  mean  by  "  classified  as 
oil  or  gas." 

The  Chairman.  Of  course,  that  would  mean  their  classification, 
whether  right  or  wrong. 

Mr.  Barnett.  Well,  I  don't  know  whose  classification  it  would  be. 

Mr.  Tatlor.  It  would  take  them  10  years  to  get  out  and  classify 
this  land,  and  somebody  might  want  to  go  out  on  some  of  it  in  the 
meantime.  These  fellows  never  get  around  to  classify  anything. 
They  wear  yellow  leggings  and  look  wise  and  sit  around  the  hotels 
and  wait  for  more  instructions,  or  for  good  weather,  or  something. 
They  do  mighty  little  work. 

Mr.  Barnett.  Well,  if  that  is  not  taken  care  of  under  sections  16 
and  17  of  the  Senate  bill,  Mr.  Elston's  suggestion  is  all  right,  I  think. 
But  if  you  say  that  you  are  going  to  give  a  prospecting  permit  on 
the  unproven  lands  and  a  lease  upon  the  proven  lands,  whether  they 
are  classified  or  whether  they  are  not,  if  they  are  proven — and  it  is 
all  in  the  discretion  of  the  Secretary,  anyway,  to  determine  whether 
they  are  proven — it  ffets  rid  of  that  classification,  and  there  is  no- 
body but  what  woula  understand  what  it  means. 

In  line  3,  top  of  page  12,  the  same  section,  strike  out  the  words 
"  those  patented  or  for  which  application  for  patent  by  the  permittee 
is  pending."  Because  we  are  not  going  to  have  any  patents  if  this 
amendment  goes  through;  and,  of  course,  as  to  those  that  are  pat- 
ented I  don't  think  you  will  want  to  legislate  on  those.  You  haven't 
got  any  jurisdictionover  them.  So  that  is  the  reason  that  is  stricken 
out. 

Line  6,  after  the  word  "  bidding,"  insert  "  or  such  other  method  as 
may  be  prescribed."  That  means  that  they  shall  let  the  lease  on  com- 
petitive bidding  or  by  such  other  method  as  may  be  prescribed  by 
the  Secretaxy.  That  is  the  hinguage  of  the  Senate  bill,  and  it  gives 
discretion — leaves  it  within  the  discretion  of  tlie  Secretarv  to  put 
these  leases  up  to  competitive  bidding  or  some  other  methocl  that  he 
may  think  better. 

Mr.  Elstox.  You  would  leave  that  *'  six  hundred  and  fortv  "  in 
line?? 

Mr.  Barnett.  Yes;  there  is  a  good  deal  of  dispute  about  that,  but 
we  left  it  just  at  it  was. 

Now  in  line  23,  after  the  word  "  further,"  we  inserted  there  the 
amendment  that  Mr.  Titus  read  to  you,  which  I  will  put  into  the 
record,  and  I  do  not  suppose  you  want  it  read  again  now. 

The  Chairman.  We  went  over  that  at  great  length  last  night. 

Mr.  Tatlor.  And  the  rest  of  that  proviso  is  left  in. 

The  Chairman.  You  strike  out  all  of  ours  and  put  in  the  Titus 
amendment  there? 

Mr.  Barnett.  Yes. 

Mr.  Elston.  You  might  just  say  what  that  is  to  be  a  substitute 
for,  just  so  w^e  will  know\ 

The  Chairman.  For  all  of  our  relief. 

Mr.  Tayix)R.  a  substitute  for  the  last  proviso  in  section  12. 
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of  right  to  pnteut  thereto,  such  claimant  shall  receive  a  prospector's  i)eriuit 
thereon  upon  the  same  terms  and  conditions  as  other  i)ermits  provided  for  in 
this  act. 

And  any  person  who  at  the  time  of  any  withdrawal  order  heretofoi-e  nmdf 
was  a  bona  fide  occ-upant  or  claimant  of  oil  or  gas  bearing  lands  witliln  such 
withdrawn  area  other  than  lands  reserved  for  the  use  of  the  Navy,  and  wlio 
has  performed  all  acts  necessary  to  valid  mining  locations  thereof  except  t«> 
make  a  discovery,  if  the  claim  had  not  been  abandoned,  and  such  claimant  had 
performed  a  reasonable  amount  of  work  on  or  for  the  benefit  of  said  claims  or 
locations,  and  who  because  of  such  order  desisted  in  whole  or  in  part  from 
the  prosecution  of  work  for  the  develoi)nieiir  of  surh  claims,  slnill  Ik?  entftleti  t' 
a  lease  upon  the  same  at  one-eighth  royalty  and  otherwise  for  the  peritKl  and 
upon  the  conditions  contained  in  oil  and  gas  leases  granted  under  the  general 
provisions  of  this  act:  Provided,  however.  That  no  claimant  who  has  been 
guilty  of  fraud  in  the  location  of  any  oil  claim  or  gas-bearing  lands  shall  be  en- 
titled to  any  of  the  benefits  of  this  section,  nor  shall  his  assignee  or  lessee  be 
entitled  thereto  unless  lie  alflrmatlvely  shows  that  prior  to  the  passage  of  this 
act  he  purchased  or  leased  such  lands  In  good  faith,  for  a  valuable  (*onsi<lor;i- 
tion  and  without  actual  knowledge  of  such  fraud. 

Mr.  Rak£R.  Just  what  is  the  purpose  of  this? 

Mr.  Barnett.  This  added  amendment  is  to  take  care  of  people 
who  have  in  good  faith  made  locations  upon  the  open  public  domain, 
and  who  have  performed  work  tending  toward  discovery,  but  who 
have  not  made  their  discoveries  prior  to  the  withdrawal  acts. 

Mr.  Raker.  Cases  similar  to  Mrs.  Hamesber^er's. 

Mr.  Barnett.  Now,  I  may  say  this  in  connection  with  that  section, 
Mr.  Chairman,  perhaps  you  have  given  in  the  course  of  these  hear- 
ings that  you  have  had  on  this  bill  more  detailed  consideration  to 
the  proven  lands  in  California  and  Wyoming  that  are  affected  by 
the  relief  provisions  of  the  so-called  section  16  than  you  have  to  other 
men  who  have  gone  on  the  domain  and  who  have  not  as  yet  found 
oil,  but  I  am  reminded  in  this  connection  of  an  epitaph  that  I  once 
saw  on  a  tombstone  which  read  something  like  this : 

As  you  are  now,  so  once  was  I ; 
As  I  am  now,  you  scK^n  will  be ; 
Prepare  yourself  to  follow  me. 

Some  wag  came  along  and  wrote  underneath : 

To  follow  you  I  am  not  content. 
Unless  I  know  which  way  you  went. 

But  the  first  part  of  the  epitaph  shows  the  relationship  between 
parties  affected  by  the  provisions  of  section  16  of  the  Senate  bill  and 
those  of  section  17.  At  one  time  the  fellows  w-ho  are  now  asking 
relief  under  section  16  are  just  like  the  fellows  who  are  now  asking 
relief  under  section  17;  that  is,  at  one  time  before  withdrawal  they 
were  there  getting  started,  and  after  withdrawal  they  are  now  our 
men  who  are  there  now.  They  were  there  before  the  withdrawals  and 
have  done  some  work  and  are  asking  the  right  to  go  on  and  complete 
it  and  make  discovery.  They  are  asking  for  patent  and  this  relief. 
So  that  I  want  you  to  see,  Mr.  (^hairman,  the  close  relationship  be- 
tween the  principle  of  the  relief  that  is  being  accorded  to  the  men 
who  have  produced,  and  the  relief  which  we  are  asking  for  thosjc 
who  have  not  yet  produced  oil  but  who  have  made  valid  and  bona 
fide  locations  and  who  want  to  go  on  and  complete  them. 

Mr.  Rakkr.  Why  did  you  decide  to  give  them  a  patent  and  not 
put  them  under  lease? 

Mr.  BAKNEn\  Because  the  men  who  prepared  this  think  they  ought 
to  have  that.    I  believe  the  men  in  16  think  they  ought  to'havo  :i 
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patent,  but  they  have  surrendered  their  convictions  on  that  with  the 
purpose  in  view  of  getting  the  situation  settled. 

Mr.  Ei^TON.  Nobody  has  l)een  after  these  fellows  yet.  There  isn't 
the  heat  of  battle  around  them. 

Mr.  Barkbtt.  Another  thing,  we  believe  some  people  look  with  a 
different  eye  upon  what  is  in  sight  and  what  is  not  in  sight.  But 
nevertheless  the  principle,  as  I  pointed  out,  is  identically  the  same. 

Now,  Mr.  Chairman,  there  is  one  other  proviso,  and  there  is  a  sepa- 
rate section  of  the  bill  which  is  xmnumbered.  It  is  offered  with  rela- 
tion to  the  situation  in  Alaska.  This  provision  w^as  unanimouslr 
approved  by  the  oil  men,  and  I  will  ask  leave  to  insert  it  in  the  record, 
as  it  affects  only  the  Alaska  situation. 

The  CriAiRACAN.  Is  that  agreeable  to  the  Alaska  people? 

Mr.  Harriman.  That  is  the  one  that  Judge  Finnegan  presented. 

The  Chairman.  And  does  the  Interior  Department  approve  it  or 
not? 

Mr.  Harriman.  It  has  been  discussed  to  some  extent.  It  was 
unanimously  approved  by  the  western  men  as  their  views. 

The  Chairman.  Does  that  conclude  your  statement,  Mr.  Bamett? 

Mr.  Barnett.  That  concludes  my  statement. 

Mr.  Mays.  I  want  to  ask  Mr.  Barnett  one  question.  I  want  to  ask 
whether  your  committee  considered  that  provision  in  the  Senate  bill 
contained  in  the  last  part  of  section  23.  which  reads  as  follows — 
it  is  on  page  32  of  this  parallel  print : 

That  any  person  who  slnill  purchase,  acquire,  or  hold  any  interest  in  leases 
of  any  one  of  the  deposits  herein  naniefl  and  describetl,  except  as  herein  pro- 
vided, or  who  shall  knowinj^ly  purchase,  acquire,  or  hold  any  stock  in  a  corpora- 
tion having  an  Interest  in  two  or  more  such  leases,  excej)t  as  herein  provided, 
or  who  shaH  knowingly  sell  or  transfer  to  one  disqualified  to  piu'chase,  or,  except 
as  in  this  act  specifically  provlde<l,  disqualified  to  acquire  any  such  Interest, 
shall  be  deemed  guUty  of  a  felony,  and  upon  convictl<»n  shall  be  punished  by 
imprisonment  for  not  more  than  three  years  and  by  a  fine  not  exceeding  $1,000. 

Mr.  Barxett.  I  w^ill  tell  you,  Mr.  Mays,  that  individual  members 
composing  this  committee  have  considered  the  language  of  section 
23,  but  as  a  committee  we  have  not  done  so  here,  nor  have  we  ex- 
pressed any  view  upon  it,  because  we  were  devoting  and  directing  all 
our  attention  to  the  Forest  bill,  and  this  is  not  in  the  Forest  bill — 
that  provision — and  so  we  did  not  express  our  view  on  it. 

Mr.  Mays.  That  will  be  a  subject  for  consideration  in  the  House, 
of  course. 

Mr.  Barnett.  Well,  as  I  say,  we  have  not  offered  our  views  upon 
the  sections  of  this  bill  that  are  aimed  at  the  suppression  of  monopoly 
nor  the  general  things  that  you  have  in  here  that  are  supposed  to 
take  care  of  it. 

Mr.  Mays.  What  effect  would  that  have  on  the  industry? 

Mr.  Barnett.  Why,  in  my  judgment  it  is  understandable,  if  you 
want  to  know  what  my  idea  is. 

Mr.  Mays.  Well,  we  want  to  be  frank  about  these  things. 

Mr.  Barnett.  And  I  think  it  will  be  impossible  of  administration 
or  enforcement  or  construction.  And  it  will  subject  the  citizens  of 
tliis  country  to  great  inconvenience. 

Mr.  Mays.  Would  it  discourage  investment? 

Mr.  Barnett.  I  can  tell  you  what  the  facts  are,  and  you  can  tell 
yourself  whether  it  will  discourage  investment.    I  should  think  it 
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would.  It  will  either  do  that  or  it  will  keep  district  attorneys  awfully 
busy  trying  to  find  the  fellow  who  is  gunty  under  that  section  and 
prosecute  him.  It  will  either  be  ignored  entirely  as  impossible  of 
operation — which  I  think  it  will  be,  because  I  doubt  very  much  ii 
any  district  attorney  in  the  United  States  will  undertake  to  prose- 
cute a  man  under  that  section. 

Mr.  Mays.  Isn't  there  some  more  practical  way  of  preventing 
monopoly  than  to  discourage  initial  investment  ? 

Mr.  Barnett.  Well,  I  have  thought  this,  if  you  want  my  thought 
on  it,  that  when  you  have  provided  in  this  bill  for  the  leasing  of 
tracts  of  land  in  limited  areas;  when  you  have  left  even  that  limited 
area  to  the  discretion  of  the  Secretary  of  the  Interior;  when  roc 
have  left  to  the  discretion  of  the  Secretary  the  making  of  rules  and 
regulations  for  the  operation  of  these  leases — and  I  want  to  call  your 
attention  to  the  fact,  and  I  have  seen  in  the  regulations  that  he  has 
prepared  for  the  leasing  of  the  Indian  lands,  69  provisions  covering 
12  closely  printed  pages  of  a  book,  which  are  read  in  as  a  part  of  tli* 
lease  in  aodition  to  the  rest  of  the  language  of  the  lease ;  and  if  those 
provisions,  with  the  limited  acreage,  with  all  the  discretion  lodged 
in  the  Secretary — I  think  you  have  gone  pretty  far  toward  suppres- 
ing  any  sort  of  monopoly  relating  to  these  lands.  Now,  then,  if  yofl 
want  to  go  further,  I  see  no  reason  why  the  oil  industry  as  s:ich 
should  not  be  brought  under  the  general  legislation  of  the  country 
relating  to  the  suppression  of  monopolies,  nor  why  it  should  k 
singled  out  from  all  the  other  interests  of  the  country  and  businesses, 
and  some  specific  language  which  is  not  generally  applicable  to  all 
other  businesses  be  inserted  in  the  act.    That  is  my  thought  on  it. 

Mr.  Mays.  Let  me  ask  you,  as  a  practical  man,  if  you  were  pro- 
hibited from  investing  in  more  than  one  oil  proposition,  would  you 
not  be  discouraged  in  investing  at  all,  thinking  that  you  might  invest 
in  something  that  might  not  be  as  good  as  something  else  that  might 
be  available  later?  In  other  words,  wouldn't  you  be  hindered  in 
your  first  investment,  or  deterred — ^that  is  a  better  word? 

Mr.  Barnett.  I  rather  think  that  that  would  operate  in  that  way 
in  many  instances.  Some  men  take  all  kinds  of  chances.  Others 
are  more  conservative,  and  generally  the  more  conservative  man  is 
the  safer  man  and  the  man  who  gets  success  quicker. 

Mr.  Mays.  But  you  did  not  catch  exactly  my  thought.  Suppose 
I  would  approach  you  to  sell  you  some  stock  in  an  oil  proposition. 
I  had  a  lease,  say.  Would  it  not  occur  to  you  that  "  if  I  invest  in 
this  proposition,  I  can't  invest  in  any  other;  therefore  I  had  better 
wait  arid  see  if  something  better  may  not  come  up." 

Mr.  Taylor.  And  when  he  is  confronted  witn  the  criminal  stat- 
ute. This  says,  "  This  is  the  only  chance  you  have.  You  have  only 
got  one  chance,  and  if  you  don't  take  it  now  you  are  out  forever." 

Mr.  Barnett.  I  think  those  things  you  mentioned,  Mr.  Mays,  are 
more  or  less  obvious  to  every  business  man ;  but  I  realize  that  you 
have  been  against  this  situation  in  this  bill,  and  I  sympathize  with 
your  committee  and  the  Congress  in  their  endeavors  to  prevent  mo- 
nopoly from  growing  up  under  the  bill,  and  we  will  help  you  in 
every  way  we  can  and  accept  anything  you  give  us  on  it. 

And  therefore  I  have  advised  letting  the  matter  rest  as  it  is  in 
the  bill,  to  say  nothing  at  all  one  way  or  the  other  about  the  shak 


OIL  LEASING  LANDS.  855 

lands,  because  if  you  went  into  fliis  bill  and  expressly  excluded  the 
shale  lands  in  this  bill  you  would  be  quietly,  by  that  expressed  exclu- 
sion provision,  saying  something  there  that  would  be  construed  to 
mean  by  the  courts  as  an  expression  of  Congress  that  these  shale 
lands  never  were  oil  lands  or  never  were  placer  lands  and  defeat  your 
rights  to  patent.  That  is  what  you  would  be  apt  to  do  by  the  express 
exclusion  of  a  provision  in  the  bill.  Therefore,  so  far  as  this  shale 
land — ^but  I  didn't  know  much  about  it  till  I  had  been  hero  some 
time  observing  the  trend  of  this  legislation — what  I  will  say  is,  if 
the  committee  is  going  to  legislate  upon  the  shale  land  by  positive 
legislation,  then  I  would  say  put  into  the  bill  the  provision  suggested 
by  Mr.  Fry,  because  I  say  to  you  that  that  much  land,  in  my  judgment, 
of  that  character  is  needed  to  make  a  successful  business  in  the  oil- 
shale  business. 

Why  ?  Because  you  have  got  to  get  up  to  a  point  in  that  business 
as  you  would  in  any  other  large  industrial  business,  where  any  profit 
at  all  depends  upon  the  size.  You  can  get  up  there  and  range,  say, 
05,  and  above  that  point  you  begin  to  make  profit,  but  up  to  that  point 
there  is  no  profit,  and  that  profit  depends  upon  the  extensiveness  on 
which  you  can  engage  in  the  business — ^the  size  of  your  plant,  the 
amount  of  money,  and  all  that — so  that,  as  I  see  it  now,  there  must 
be  a  large  acreage  of  the  shale  land  at  the  disposal  of  any  man  start- 
ing out  to  engage  in  the  business  before  he  can  see  at  the  far  end  after 
expending  several  million  dollars  any  profit  at  all  and  to  get  back 
the  tremendous  investment  that  he  originally  put  in. 

But,  as  I  say,  the  only  thing  I  suggest  is  in  my  judgment  it  would 
be  better  to  leave  it  alone  and  not  do  anything,  because  if  you  put 
something  into  this  bill  that  excludes  it,  if  you  are  not  careful  in  that 
land,  if  you  put  something  in  here  which  says  that  these  shale  lands 
are  not  and  never  were  oil  lands  under  provisions  of  the  placer 

Mr.  Eaker.  If  the  oil  shale  lands  are  applicable  to  the  placer  min- 
ing law  and  the  bill  was  passed  in  its  j)resent  form  now  they  would  be 
ended  except  those  who  have  valid  prior  claims  upon  the  land  at  the 
present  time,  wouldn't  they  ? 

Mr.  Barnett.  Yes,  sir. 

Mr.  Raker.  Why  couldn't  this  committee  just  use  its  good,  ordi- 
nary horse  sense  and  say  in  this  bill  that  the  provisions  of  the  act  of 
1S97  shall  not — are  not  repealed  so  far  as  it  relates  to  the  shale  lands 
and  the  provisions  bi  this  bill  do  not  apply  to  that? 

Mr.  Barnett.  You  can  do.  that. 

Mr.  Baker.  And  you  put  it  in  such  shape  as  to  protect  you  people, 
and  you  have  no  legislation  upon  it  now,  and  these  gentlemen  can  go 
on  and  develop  this  country  and  if  it  turns  out  that  they  want  a  law 
they  can  do  it? 

Mr.  Barnett.  You  can  do  that,  and  I  hoj^e  you  will  do  it. 

Mr.  Eaker.  Mr.  Chairman,  Gov.  Gillett  prepared  a  statement  here 
showing  the  number  of  those  claims  in  California,  the  name  of  each 
party,  showing  the  number  of  acres  of  land  and  the  number  of 
actual  wells  on  the  land  that  would  Jipply  to  the  proposed  amend- 
ment, and  it  is  what  the  committee  wants? 

The  Chairman.  What  is  all  of  this? 

Mr.  Baker.  That  is  a  statement  in  regard  to  the  well  proposition, 
what  effect  it  would  have,  and  a  statement  as  to  the  number  of  wells, 
I  would  like  for  it  to  go  into  the  record. 
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The  Chairman.  Without  objection,  it  is  so  ordered. 

(Statement  referred  to  appears  in  testimony  of  Mr.  Gillett.) 

Mr.  [{aker.  One  further  matter,  so  as  to  clear  up  the  reed 
Mr.  Dockweiler  spoke  last  ni^ht  about  an  abstract.  No  copy  of  i 
stract  has  been  presented. 

The  Chairman.  You  mean  an  abstract  of  title? 

Mr.  Raker.  Yes.    He  stated  that  they  had  three  of  the  best  law 
in  the  United  States  to  determine  whether  or  not  the  man  who 
made  his  location,  made  his  record  entry,  made  the  transfers, 
then  a  third  party  had  come  into  possession  of  the  property,  whet 
or  not  they  nad  knowledge  or  notice  of  any  assiimea  or  preten 
dummy  entry ;  and  I  ask  that  Mr.  Dockweiler  be  permitted  to  incl 
in  his  testimony  one  of  those  abstracts. 

Mr.  Tatlor.  You  mean  to  be  used  as  a  sample? 

Mr.  Rarer.  Yes. 

The  Chairman.  Will  you  advise  Mr.  Dockweiler? 

Mr.  Raker.  I  have  already. 

TheCuAutMAN.  Without  objection  it  is  so  ordered. 

(The  paper  referred  to  appears  in  Mr.  Dockweiler's  testimony.) 

The  Chairman.  We  will  now  take  a  recess  until  2.30  o'clock  this 
afternoon. 

(Whereupcm,  at  1.30  o'clock  p.  m.,  the  committee  recessed.) 


Committee  on  the  Public  Lands, 

House  of  Representatives, 
Tuesday,  February  26,  WIS. 

The  committee  met  at  2.30  o'clock  p.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Clay,  are  you  ready  to  proceed?  State  your  residence  and 
l>iisinoss  and  whom  you  represent. 

STATEMENT  OF  HE.  C.  F.  CLAY,  AN  ATTOSNEY,  FIRST  NATIOHAI 

BANE  BXTILDINO,  DEN7ES,  COLO. 

Mr.  Clay.  Mr.  Chairman  and  gentlemen  of  the  committee,  my  resi 
dence  is  Denver,  Colo.  T  am  an  attorney  at  law,  and  have  resided  in 
Denver  and  vicinitv  for  about  25  vears.  I  am  chairman  of  the  oil  sec- 
tion  of  the  American  Mining  Congress  of  the  State  of  Colorado.  1 
am  also  one  of  the  attorneys  for  the  Merritt  Oil  Corporation,  which 
is  operating  in  the  Big  Muddy  field,  in  Converse  County,  Wyo.  1 
am  and  have  been  an  attorney  for  the  Humphries  Syndicate  interests, 
which  have  been  mentioned  in  this  record  and  which  I  want  to  gc 
into  somewhat  at  length  in  connection  with  these  matters,  becaii* 
the  Humphries  Syndicate  interests  have  been  largely  responsible  for 
the  tremendous  interest  in  and  the  development  of  the  State  of 
Wyoming. 

I  also  am  personally  interested  to  the  extent  of  about  2,700  acres  oi 
(Tovernment  locatitons  on  a  dome  called  the  Granville  Dome,  near 
Kawlins,  Wyo.  I  also  am  interested  in,  T  think — as  one  of  the  lot;** 
tors — about  800  acres  that  are  adjacent  to  the  Columbine  well  i" 
Wild  Horse  Park,  in  Pueblo  Countv,  Colo. 
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I  want  to  address  this  committee  from  the  standpoint  of  the  oil 
operator.  While  it  is  true  that  I  have  been  a  practicing  lawyer  and 
have  been  largely  connected  with  many  of  the  legal  phases  of  the 
oil  situation,  nevertheless,  for  the  past  five  years  at  least,  in  connec- 
tion with  the  Humphries  Syndicate,  I  have  had  a  great  deal  to  do 
with  practical  operations.  I  have  read  a  great  many  books  on  geo- 
logical structures,  talked  with  a  great  many  geologists,  and  I  know 
the  drilling  and  operating  of  oil  fields,  so  far  as  the  practical  opera- 
tion is  concerned,  from  start  to  finish. 

I  am  originally  from  Kentucky.  I  left  that  State  25  years  ago, 
followed  the  advice  of  Horace  Greeley  to  go  West,  and  I  have  been 
ail  over  the  Western  States.  1  have  been  associated  with  metal- 
liferous mining  interests,  coal  development  to  a  certain  extent,  passed 
through  a  number  of  the  mining  booms,  was  at  Goldfield  in  1904, 
and  have  been  intimately  connected  with  the  development  of  western 
mining  resources. 

Mr.  Humphries,  of  whom  I  will  speak  to  you  somewhat  at  length, 
is  considered  from  the  western  country;  while  his  home  was  origi- 
nally in  Charleston,  W.  Va.,  he  is  one  of  the  pioneers  and  trail  blazers 
of  the  West;  a  man  that  has  the  love  of  adventure,  willing  to  take  a 
chance,  and  by  virtue  of  the  many  chances  he  has  taken  has  added  a 
great  deal  to  the  wealth  and  resources  of  the  country. 

It  has  seemed  to  us  in  Colorado  that  this  committee  is  not  really 
familiar  with  the  actual  physical  conditions  as  they  exist,  and  a 
great  deal  of  the  talk,  a  ^eat  deal  of  the  debate,  and  much  testimony 
has  not  been  really  pertinent  to  the  issues  involved.  And  if  in  the 
statement  that  I  maKe  this  morning  I  am  enabled  to  enlighten  this 
committee,  even  to  the  slightest  extent,  I  will  feel  that  my  time  has 
been  well  spent.  The  people  in  Colorado  and  Wyoming  think  that 
the  mere  statement  of  our  position  in  this  matter  is  sufficient  to  have 
Congress  pass  the  measure  that  we  here  propose.  We  appear  before 
you  and  look  at  this  committee  and  Congress  as  sitting  in  a  quasi- 
judicial  capacity  at  least  to  pass  upon  the  merits  of  this  situation. 
We  feel  as  though  this  hearing  should  be  decided  and  determined 
on  the  record  as  made  here.  We  do  not  countenance,  and  we  do  not 
feel  that  this  committee  should  be  influenced,  as  was  attempted  to 
influence  the  Senate  committee  in  those  most  outrageous  publications 
in  Washington  papers  pertaining  to  legislation  then  pending.  We 
feel  as  though  you  should  have  the  facts,  and  all  of  the  facts,  in  con- 
nection with  this  matter,  and  that  you  should  approach  the  considera- 
tion of  this  subject  in  a  fair  and  impartial  manner,  in  the  same  posi- 
tion that  a  lawyer  tries  a  case  Before  a  jury.  If  in  your  innermost 
conscience  you  approach  the  consideration  of  this  case  from  that 
standpoint,  we  will  leave  it  to  you  members  of  the  committee  as  to 
the  result.    I  am  confident  as  to  what  the  result  will  be. 

The  people  of  Colorado  desire  to  thank  this  committee  in  these 
times  when  we  are  all  busily  engaged,  all  of  us  more  or  less  in  the 
prosecution  of  this  just  and  righteous  war,  that  you  should  have 
taken  the  time  to  examine  into  and  decide  these  matters.  We  feel 
that  the  fact  that  you  gentlemen  are  here  sitting  to  hear  these  mat- 
ters is  an  indication  that  you  want  to  know  the  tacts;  that  you  want 
to  know  what  our  position  is. 

Now,  as  to  the  leasing  features  in  this  bill  and  the  question  as  to 
whether  or  not  the  Government  should  be  committed  to  a  leasing 
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system,  I  will  say  that  so  far  as  the  oil  industry  is  concerned  that  it 
is  peculiarly  applicable  to  the  leasing  system.  I  have  operated  in 
Mr.  Ferris's  State,  in  Oklahoma,  in  Kansas,  Montana,  Liouisiana,  and 
a  little  in  Texas,  and  in  all  of  these  States,  as  a  matter  of  fact,  the 
entire  oil  industry  was  built  up  on  the  leasing  system.  To-day,  as  il 
has  been  for  20  or  25  years,  the  oil  operator  deals  with  leases.  There- 
fore there  can  be  no  reasonable  objection  by  any  man  that  the  leasing 
system  is  not  applicable,  because  it  is,  and  very  seldom  does  the 
operator  care  anything  about  the  fee  title.  The  very  nature  of  the 
thing  is  such  that  when  an  operator  wants  to  drill  a  well  he  does 
not  want  to  buy  the  land.  In  Oklahoma  many  of  these  fields  are  in 
farming  communities.  That  is  not  true  with  Wyoming  and  Colo- 
rado, but  in  a  great  many  of  the  fields  they  are  farming  communities, 
and  nobody  wants  to  pay  a  big  price  for  the  land  purely  to  gamble 
on  the  proposition  as  to  whether  any  oil  is  under  the  land.  So  the 
result  of  the  business  as  it  has  developed  and  as  capital  has  be?n  in- 
vested, to  base  the  industry  on  leasehold  titles,  and  upon  these  there 
is  no  trouble  to  raise  capital.  Therefore  anyone  who  says  to  you 
that  the  leasing  system  is  not  applicable  does  not  know  the  history  of 
the  industry. 

Now,  the  men  that  are  before  you  on  these  hearings  are  the  men 
who  actually  developed  all  of  these  lands.    I  hear  a  great  deal  of 
talk  and  outside  remarks  to  the  effect  that  we  are  trespassers,  that 
title  was  initiated  by  fraud  and  trespass,  all  of  which  is  untrue. 
There  is  nothing  in  it  so  far  as  these  operators  are  concerned.    You 
have  before  you  the  men  that  developed  these  industries,  the  men 
that  went  out  on  the  public  domain  and  took  these  chances.    As  a 
concrete  illustration  of  that,  yesterday  there  came  up  the  question 
of  the  McMurtrey  locations.    It  may  be  true — ^I  am  not  in  a  position 
to  dispute  it — ^that  a  great  many  people  located  lands  on  the  public 
domain  for  speculative  purposes,  with  no  intention  of  actually  de- 
veloping the  lands  so  located,  but  the  people  that  are  before  you  to- 
day are  the  people  that  built  up  the  industry,  the  actual  operators 
who  drilled  the  wells  now  producing  and  in  controversy.    They  knew 
nothing  about  these  various  alleged  frauds  that  are  mentioned.    The 
record  is  clear.    They  acquired  these  titles  in  good  faith  from  people 
whom  they  thought"  had  the  right  to  locate,  and  they  went  ahead 
in  pursuance  and  by  virtue  of  the  various  acts  of  Congress  to  de- 
velop them.    They  had  nothing  to  do  with  the  original  locations.    If 
you  gentlemen  want  to  go  into  that  proposition,  it  is  too  late.    You 
have  let  the  guilty  men,  if  there  are  any,  perpetrate  the  fraud  and 
get  away  with  the  fruits  thereof;  whoever  they  were  have  been 
permitted  to  sell  out.    The  horse  has  escaped  from  the  stable  before 
the  door  was  shut,  and  you  can  not  charge  us  with  their  faults,  that 
we  are  fraudulent  because  these  people  perpetrated  some  fraud,  prob- 
ably not  on  the  Government,  but  on  some  of  their  successors  in  in- 
terest.    So,  I  think  it  is  fitting  that  we  come  before  you  so  that  you 
can  see  the  character  of  men  that  are  conducting  these  operations, 
but  when  it  is  said  that  you  must  attack  some  alleged  fraudulent 
transaction  in  which  we  have  in  no  way  participated,  3  or  4  or  even 
10  years  back,  and  thereby  lay  a  technical  ground  to  attack  the  title 
of  these  bona  fide  operators,  why  it  is  absurd. 

Now,  I  want  to  read  to  you  some  of  the  statements  of  Mr.  Tallman 
in  his  report  to  the  Secretary  of  the  Interior. 
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Mr.  Raker.  Whatyear  is  that ? 

Mr.  Clat.  1917.  ITie  general  summary  that  he  makes  is  peculiarly 
applicable  to  our  situation.  After  reviewing  the  various  conditions 
that  exist,  he  says,  on  page  7 : 

It  is  manifest  that  the  situation  above  outlined  is  in  many  respects  un- 
fortunate, both  as  regards  the  oil  operators  affected  and  the  interests  of  the 
Government,  as  well  as  the  general  public.  Congress  has  given  much  attention 
during  the  past  four  years  to  proposed  oil-land  legislation.  The  Secretary  of 
the  Interior  has  consistently  recommended  the  enactment  of  a  general  leasing 
system  whereby  the  oil  business  may  be  placed  on  a  rational  basis,  with  certain 
tenure  to  the  operator,  and  proper  control  by  the  Government.  Very  naturally, 
in  connection  with  all  of  the  proposed  legislation,  there  have  been  presented 
for  consideration  the  claims  for  "relief"  of  those  whose  properties  are  in- 
volved in  the  litigation  referred  to.  The  problem  In  Congress,  then,  is  to 
harmonize  conflicting  views  on  the  questions  of  general  legislative  policy,  with 
respect  to  this  tremendously  valuable  national  resource,  and  to  adjust  these 
various  claims  and  equities  in  such  a  way  as  to  protect  the  interests  of  the 
Government,  do  justice  to  the  operators,  put  an  end  to  long  and  expensive 
litigation,  place  the  oil  business  on  a  sound,  practical  basis,  and  render  pos- 
sible the  increase  at  this  critical  time  of  the  production  of  a  commodity  that 
had  come  to  be  a  necessity  of  our  modern  civilization. 

So  that  the  Department  of  the  Interior  is  practically  committed 
to  what  we  are  asking  you  for  to-day.  This  body  of  august  gentle- 
men are  committed  to  the  same  principles,  as  shown  by  the  enact- 
ment of  the  Ferris  bill  on  two  separate  occasions.  The  Senate  of 
the  United  States  is  committed  twice  to  the  same  principles  that  I 
am  advocating.  Therefore,  there  is  no  difference  of  opinion  in  this 
matter,  except  the  nature  and  extent  of  the  relief.  As  to  that  we 
differ,  but  that  should  not  be  a  hard  matter  to  decide.  If  it  were 
between  private  individuals  you  would  get  right  down  to  business, 
and  it  would  not  take  long  to  do  it.  But  the  trouble  with  us  is  the 
apparent  friction  between  the  .locator  on  one  side  and  the  depart- 
ment on  the  other. 

Mr.  SiNKOTT.  To  which  department  do  you  refer? 

Mr.  Clay.  I  am  referring  now  to  the  attitude  of  the  Department 
of  the  Interior  relative  toward  locators  on  the  public  domain.  I  am 
going  to  take  up  the  question  of  the  other  departments  later. 

The  prospector  that  went  on  the  public  domain  in  the  mining  days 
is  a  thing  of  the  past.  We  have  not  had  a  mining  camp  discovered 
in  the  past  20  years.  And  why?  Because  the  policy  of  conserva- 
tion as  construed  by  the  departments  and  its  enforcement  or  opera- 
tion has  precluded  the  prospector  from  going  upon  the  public  do- 
main. Now,  that  is  particularly  true  because  all  of  the  minerals 
that  will  be  discovered  in  the  future  in  all  probability  are  within  the 
area  of  forest  reserves.  Now,  why  is  that  true?  Because  the  forests, 
the  undergrowth  and  brush,  have  covered  up  the  minerals.  Where 
streams  have  washed  through  it  is  easy  to  locate  it  and  prospect  it, 
but  the  prospecting  in  the  forest  reserve  is  most  difficult  by  virtue 
of  various  rules  and  regulations  promulgated  by  the  department 
from  time  to  time,  which  precludes  the  prospector  from  going  on  the 
public  domain  to  prospect  for  anything.  Now,  that  would  not  be  true 
with  me,  because  I  know  what  the  rules  and  regulations  are,  but  you 
take  the  average  prospector  and  he  is  an  ignorant  man.  A  forest 
ranger  comes  along  and  drives  him  off  and  tells  him  this  or  tells  him 
that.  He  doesn't  know  any  better,  and  even  if  they  are  the  rules 
he  figures  that  he  can  not  comply  with  them  and  is  going  to  get  into 
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trouble  if  he  goes  on  the  public  domain.  So  he  keeps  off.  It  is  ir 
n  measure  the  same  way  with  oil  locations.  We  were  invited  on  tht 
public  domain.  Confri"ess  passed  laws  relative  to  placer  minini 
locations  in  1866  and  a^ain  in  1872.  It  has  reaffirmed  these  laws  fron 
time  to  time.  Just  prior  to  1897  the  question  arose  as  to  the  ri^ht  U 
locate  an  oil  claim  under  the  placer  mining  laws,  and  the  Departmeni 
of  the  Interior  took  the  position  that  it  was  doubtful,  therefore  ir 
1897  Congress  passed  a  law  specifically  gi-anting  the  right. 

Now,  it  has  been  a  serious  question  in  my  mind  whether,  if  the  case 
were  properly  presented,  whether  a  locator  has  to  have  a  discovery 
at  all  under  that  act,  because  it  was  certainl}''  contemplated  by  Con- 
gress that  he  could  not  make  discovery  without  he  drilled  several 
hundred  feet  into  the  ground,  and  when  they  passed  that  act  and 
said  that  he  could  locate  it,  as  long  as  the  man  was  in  possession,  I 
believe  he  has  initiated  rights  that  nobody  can  disturb,  and  I  think 
if  that  is  presented  to  the  courts  we  will  have  no  trouble  in  estab- 
lishing it.  But  what  we  want  to  do  is  not  to  litigate  to  establish 
these  fundamental  principles  of  law:  we  ai'e  on  the  public  domain 
for  the  purpose  of  developing  oil.    We  were  invited  there. 

Xow,  by  virtue  of  these  various  rules  and  regulations  uncertain 
and  arbitrary,  and  the  interference  of  the  various  departments  and 
constant  withdrawals  we  have  gotten  into  a  state  of  chaos  and  con- 
fronted with  conditions  that  are  well  nigh  intolerable.  And  I  want 
to  read  to  you  from  the  Congressional  Record  of  January  7  some 
remarks  by  Senator  Thomas  which  are  a  pretty  good  illustration 
of  the  attitude  of  the  Government  through  its  various  bureaus  and 
chiefs  and  assistants  toward  the  man  tliat  goes  out  on  the  public 
domain  where  he  is  entitled  to  be  in  good  faith  prospecting  for  oil 
at  the  invitation  of  the  Government.  .  Now,  I  do  not  mean  to  com- 
ment on  these  things  in  an  obnoxious  sense,  bewiuse  I  have  met  a 
great  many  of  the  special  agents,  a  great  many  of  the  department 
employees,  and  they  are  all  a  mighty  good  class  of  citizens,  clean  cut. 
and  they  are  doing  the  thing  as  they  see  it.  They  are  doing  what 
they  consider  is  their  duty  by  the  {government  under  existing  law. 

Mr.  Taylor.  Individually,  they  are  the  finest  fellows  in  the  world. 

Mr.  Clat.  Absolutely  so.  You  can  not  beat  them.  But  they  are  sd 
saturated  with  this  propaganda  that  has  been  spread  of  conserriiif  i 
everything  that  you  canx  pick  up  a  match  on  the  public  domain  with- 1 
out  somebody  is  at  your  back  and  investigating  your  business.  Seni- 
tor  Thomas  said  this: 

Mr.  President,  the  one  thing  which  uialces  me  hope  that  some  benefit  will  fio^ 
from  this  bill  is  my  desire  to  see  the  men  who  have  taken  ndvnntii^  of  rl* 
opportunities  given  by  the  statutes  of  their  country,  who  have  given  their  time, 
their  money,  some  of  them  their  entire  youth,  some  of  them  their  Uves,  in  d«^ 
veloping  the  public  domain,  who  have  braved  the  horrors  of  tlie  desert  and  tbe 
terrors  of  the  climate,  suffered  all  of  those  privations  which  but  for  the  lure  of 
wealth  would  never  be  encountered,  and  who  have  acquired  something  as  a  coo- 
sequence  of  these  risks  and  hardships,  obtain  some  relief,  some  escape  from  < 
policy  which,  impliedly  at  least,  regards  them  as  lawbreakers  and  criminals  and 
proceeds  to  treat  them  accordingly. 

We  are  imitators,  Mr.  President.  We  read  that  when  the  savages  inhabit^ 
this  country,  when  the  Iroquois  Tribes  captured  an  enemy  they  lined  up  tl** 
squaws  and  the  warriors,  armed  with  tomahawks  and  clubs  and  other  dead.; 
weapons,  in  paraUel  rows.  Then  the  captive  was  required  to  run  the  gantl** 
between  them.  If  he  reached  the  other  end  of  the  line,  they  sparwl  his  li/'- 
If  he  did  not,  the  I>ord  may  have  had  mercy  on  him  and  shortened  his  ngend^- 
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Now,  we  nre  intitators,  for  that  is  how  the  Goveninient  iu  the  Inst  few  years  has 
treate<l  the  western  i)ioneer,  tlie  man  who  has  sought  to  develop  our  uiineral 
wealth. 

We  have  bands  of  Iroquois  down  here  In  these  departments,  but  we  call  them 
bureaus  and  bureau  chiefs.  Our  people  must  run  the  gantlet  of  the  Land  Office 
and  of  the  Reclamation  Office  and  of  the  Forest  Service  and  of  all  the  others.  A 
few  have  survive<l.  But  recently,  and  l)e<*ause  some  have  escai)ed,  the  Secretary 
of  the  Navy,  on  the  one  hand,  and  the  Attorney  General,  on  the  other,  has  each 
armed  himself  and  his  department  with  bludgeons,  and  taken  positions  at  the  end 
of  the  line,  where  they  can  whiick  the  victim  who  may  be  so  hardy  as  to  reach 
them. 

Now,  that  really  expresses  the  attitude  of  the  Government  toward 
the  men  of  the  West.  That  is  the  way  they  feel.  We  are  not  in  touch 
with  their  views  and  purposes,  and  they  attempt  to  throw  every  im- 
pediment in  the  path  of  the  oil  locator  regardless  of  his  good  faith 
or  intentions.  Now,  these  departments  have  not  been  sustained  by 
the  courts.  So  far  as  my  locations  are  concerned,  I  am  not  afraid  to 
go  to  trial  upon  them.  The  Humphreys  Syndicate  and  interests  spent 
$200,000  in  the  Big  Muddy  field  converse  country,  Wyoming,  and  I 
am  going  to  tell  you  later  of  the  conditions  that  arose  in  this  field, 
because  it  is  significant  of  the  attitude  of  our  Government  toward 
even  the  oil  operator  on  the  public  domain,  and  the  policy  of  these 
bureaus.  If  a  man  in  private  life  committed  and  countenanced  the 
things  and  actions  perpetrated  upon  the  oil  locator  in  the  name  of 
the  law  and  the  Government  he  could  not  live  in  any  community  of 
decent  citizens  a  single  day.  And  this  illustration  is  only  one  of 
them,  one  of  the  many  abuses.  On  the  other  hand,  I  would  not  say 
that  the  prospector  on  the  public  domain  has  not  committed  abuses 
also.  That  is  probably  true.  But  pass  this  legislation  so  that  nobody 
can  commit  any  abuses.  Let  us  make  it  so  plain  and  specific  that  the 
most  uneducated  prospector  that  can  read  will  know  what  he  has  got 
to  do  and  what  his  rights  are.  Whatever  you  do,  do  not  leave  this 
legislation  uncertain  in  the  form  of  rules  and  regulations  that  will 
simply  bind  the  people  tighter  and  be  subject  to  constant  changes.  If 
you  want  us  to  go  on  the  public  domain ;  if  you  want  us  to  open  these 
deposits,  you  have  got  to  give  us  a  chance.    That  is  all  we  want. 

Now,  the  language  of  the  President  in  the  withdrawal  proclama- 
tion of  1909  was  substantially  "  that  all  claims,  valid  claims,  existing 
on  the  public  domain  at  said  time  should  be  allowed  to  proceed  to 
patent  after  field  investigation  as  usual " — the  lawyers,  the  prospec- 
tor, the  men  that  wore  working  on  the  public  domain,  everyone  con- 
strued that  language,  and  I  do  not  see  now  it  could  mean  anything 
else — that  a  man  that  had  a  claim  which  had  been  located  under  the 
act  of  1897,  if  he  proceeded  in  the  development  of  his  claim,  was  en- 
titled to  the  protection  of  the  order.  If  such  had  not  been  the  inten- 
tion of  the  language  of  the  withdrawal  order.  President  Taft  would 
have  said  "that  no  claims  of  anv  nature  existincr  within  these  with- 
drawals  shall  be  recognized,"  or  words  to  that  effect.  So  that  the 
\'('r\  effect  of  the  language  itself  was  to  invite  these  men  who  had 
^onV  (m  the  public  domain  to  go  ahead,  which  they  did.  In  addition 
to  that,  the  most  eminent  lawyers  in  the  country  challenged  the  right 
of  the  President  to  make  the  order.  The  I^resident  himself  was 
doubtful  of  its  validity,  and  I  think  Assistant  Attorney  General 
Lawler,  if  I  am  not  mistaken,  at  that  time  gave  an  opinion  to  the 
("ftoct  that  he  did  not  think  the  Taft  withdrawal  was  effective.    So  in 
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view  of  that  situation,  why  should  any  question  be  raised  as  to  the 
bona  fides  or  good  faith  of  the  people  that  went  ahead  under  these 
circumstances?  The  same  principle  was  recognized,  was  it  not,  in 
the  Pickett  Act?  Didn't  Congress  mean,  as  I  understood  it — and 
nearly  everybody  else  west  of  the  Mississippi  River  understood  it— 
that  our  rights  should  be  protected?  If  they  were  not  to  be  pro- 
tected, what  was  the  use  of  using  the  language  of  the  Pickett  Act! 
So  right  through  the  intention  of  Congress  apparently  has  been  to 
protect  those  rights  and  the  people  who  were  proceeding  in  good 
faith  on  the  public  domain.  Now,  then,  probably  a  technical  con- 
struction of  the  law  might  result  differently,  but  the  prospector,  the 
average  man  that  is  working  on  the  public  domain,  don't  know  any- 
thing about  a  technical  construction.  He  is  proceeding  on  the  good 
faith  of  this  Government  and  the  honesty  of  Congress  to  protect 
whatever  rights  he  has  initiated  in  good  faith  and  according  to  his 
construction  of  the  law. 

Now,  just  in  that  connection — ^to  depart  a  minute  from  the  sub- 
ject— ^the  people,  the  Congress,  you  gentlemen  here,  I  do  not  think 
understand  the  physical  conditions  in  Wyoming  and  Colorado.  You 
imagine  that  all  of  this  land  is  underlaid  with  oil;  that  it  is  one  im- 
mense reservoir.  Well,  it  is  not.  I  can  tell  you  that  right  now.  The 
man  that  discovers  oil  in  Wyoming  is  entitled  to  his  find,  because  he 
earns  it.    There  are  so  many  conditions  that  stand  in  the  way  of  the 

f)rospector  in  Wyoming — no  pipe  lines  of  any  importance,  no  trunk 
ines  at  all,  the  expense  of  drilling,  getting  material  on  the  ground, 
frequently  30  or  40  miles  from  a  railroad — all  of  those  physical  con- 
ditions are  against  us.  The  character  of  the  country  also  is  against 
us..  Somebody  said  to  me  the  other  day,  "Why,  we  don't  care  so 
much  about  the  oil  that  you  fellows  get,  but  we  want  to  preserve  the 
surface."  Why  the  surface,  gentlemen?  Most  of  that  you  would  not 
have  if  it  was  given  to  you.  A  large  part  of  it  is  mountain  peaks  and 
absolutely  worthless  for  anything  except  possible  grazing.  All  of 
these  oil  fields  are  in  shale  formation,  in  sane  dunes,  and  cactus  and 
sage-brush  country  that  is  of  no  value  unless  you  get  somethin«: 
under  the  ground.  It  isn't  worth  a  dollar  an  acre.  As  a  matter  of 
fact,  the^  State  owns  thousands  of  acres  in  both  States.  They  lease 
for  grazing  the  best  parts  of  it.  Some  of  it  they  can't  lease  at  alL 
The  cattle  and  sheep  men  lease  at  5  to  8  cents  an  acre  per  year.  The 
surface  of  the  land  is  of  little  value.  The  man  that  goes  on  that  and 
discovers  anything  under  the  surface  is  entitled  to  it. 

Now,  as  to  these  great  lakes  of  oil  that  they  speak  of,  I  just  want 
to  call  your  attention  to  the  brief  of  the  Colorado  delegation  and 
Appendix  A  on  page  14.  This  information  is  compiled  from  private 
records  and  also  from  Government  records.  The  Government  has 
got  it  all.  They  can  not  challenge  these  statements.  The  number  of 
structures  located  in  Wyoming,  discovered,  have  been  145.  Number 
of  structures  drilled,  92. 

Now,  of  all  those  structures  that  have  been  drilled,  three  have  pro- 
duced oil  in  paying  quantities  to  the  extent  that  they  have  returned 
a  commercial  return  on  the  investment,  and  two  more  have  proba- 
bilities. Now,  the  drilling  of  these  two  structures  represent  the 
investment  of  $5,000,000  to  $8,000,000,  and  most  of  it  was  without 
withdrawn  areas,  but  withdrawals  that  were  thrown  around  us  after 
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we  had  gone  in  and  located  the  lands  and  commenced  actual  opera- 
tions and  discovered  oil  in  commercial  quantities. 

Now,  I  have  no  objection  to  the  Government  geologists  and  the 
Government  bureaus  going  out  on  the  public  domain  and  locating  a 
structure  that  nobody  has  already  discovered,  and  making  a  with- 
drawal of  it,  and  saying,  "Gentlemen,  we  are  going  to  drill  this;  wo 
don't  want  vou  to  come  on  it."  That  is  fair*  honest  business.  But 
when  these  (Jovemment  agents  let  us  proceed,  invite  us  on  the  public 
domain,  and  then  when  we  have  expended  our  money  and  found 
commercial  oil  throw  a  withdrawal  around  us  and  contest  every 
claim  except  the  one  that  you  have  oil  in,  and  contest  that  on  some 
technicality — ^that  is  what  the  Government  has  done  time  and  again, 
and  I  am  going  to  give  you  specific  instances  of  it.  It  is  not  a*  ques- 
tion of  my  standing  up  here  and  arguing  this  matter.  They  are  facts, 
cold-blooded  facts  and  true,  and  can  be  proven  beyond  any  question 
of  doubt  or  fear  of  contradiction.    In  fact  they  are  admitted. 

Now,  the  Government  has  withdrawn  in  Wyoming  833,074  acres, 
and  of  that  total  acreage  that  has  been  withdrawn  543,260  acres  has 
been  drilled  and  tested.  And  what  is  the  result?  It  is  a  most  remark-, 
able  result  when  you  come  to  figure  it.  Out  of  all  that  area,  that 
vast  area  of  800,000  acres,  passed  on  as  possibly  containing  oil  by  the 
Geological  Survey — which  is,  I  may  say  one  of  the  best  in  the  world ; 
the  technical  men  that  are  employed  in  the  Geological  Survey  can 
not  be  beaten  in  technical  knowledge  within  their  jurisdiction  any- 
where in  the  world.  Now,  when  they  recommended  these  withdrawals 
of  land  they  selected  the  best  of  it.  If  the  result  that  I  am 
going  to  show  you  is  the  best  of  it,  what  you  are  giving  us  in  this 
leasing  bill  is  little  indeed.  Now,  of  over  500,000  acres  that  has  been 
drilled  there  has  been  actually  developed  oil  in  commercial  quantities 
in  the  following  lands — and  these  are  the  outside  figures: 

Acres. 

Salt  Creek 4, 300 

Grass  Creek 2, 000 

Elk  Basin 350 

With  the  possibility  we  speak  of  as  eventually  probably  returning 
the  money  invested.  Big  Muddy  and  Pilot  Butte.  Big  Muddy  prob- 
ably has  3,000  acres  or  3,500  acres  of  possible  oil  land.  Pilot  Butte 
has  possibly  400  acres  of  good  territory,  and  I  think  I  am  stretching 
it  when  I  say  that  there  is  10,000  acres  only  in  the  aggregate  that  has 
been  developed  out  of  550,000  acres  tested  of  the  best  land  that  our 
geological  department  could  select  in  the  State.  Now,  aren't  those 
startling  figures  when  we  come  to  think  of  it?  And  can't  you  see 
what  little  you  are  giving  us,  and  how  hazardous  the  risk  in  develop- 
ment of  the  public  domain  outside  of  new  withdrawn  areas? 

So  if  you  gentlemen  have  the  idea  that  prospectors  and  the  peo- 
ple of  the  West  are  overrunning  this  public  domain  and  each  is  going 
to  get  an  oil  well,  or  that  they  are  going  to  steal  something  or  take 
something  from  the  Government  that  should  be  conserved,  you  are 
very  very  much  mistaken — sadly  misinformed,  because  it  is  no  such 
thing.  And  I  say  that  any  company  that  g02s  into  Wyoming,  or 
set  of  individuals,  and  sinks  a  well  under  the  conditions,  the  weather, 
the  work,  the  most  difiicult  drilling  conditions  in  the  world,  to  a 
depth  of  3,000  feet,  earns  the  return  and  ten  times  as  much  as  they 
will  ever  get.    That  is  what  I  tell  you.    There  is  nothing  in  this 
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idea  that  Wvoniing  is  a  lake  of  oil  or  that  it  is  going  to  be  any  great 
oil  State.  The  Ciishing  pool  in  Oklahoma  produced  more  oil  in  a 
period  of  90  days  tJian  probably  has  ever  been  produced  in  Wyoming. 
Now,  that  may  be  a  startling  statement.     It  may  not  appeal  to  a 

?:reat  many  of  the  companies  that,  while  they  are  honestly  drilling 
or  oil  in  the  State  of  AVyoming  and  think  they  are  going  to  get 
rich,  the  chances  are  that  99  out  of  100  of  these  enterprises  that  an- 
now  drilling  will  never  get  any  oil  in  commercial  quantities  or  will 
ever  pay  back  the  money  that  has  been  expended  in  drilling  their 
well.  In  Mexico  the  Cerro  Azul  well,  which  belongs  to  the  Doheiiy 
interests,  if  allowed  to  flow  full  capacity,  would  produce  more  oil 
per  day  than  the  entire  State  of  Wyoming  will  ever  develop.  But 
at  th^  same  time  there  are  some  advantages.  The  production  will  W 
small,  it  is  true,  but  in  these  times  10,000  or  15,000  barrels  more  pro- 
duction per  day  of  high  gasoline  content  oil — which  this  oil  is— 
would  be  a  wonderful  thing  for  this  country  at  this  time. 

•  Another  thing,  the  fact  that  the  sands  are  thick  when  you  reach 
them,  the  life  of  these  wells  will  be  long;  therefore,  with  develop- 
ment will  eventually  produce  large  quantities  of  oil  to  those  that  an? 
fortunate  enough  to  be  located  within  geological  structures  produc- 
ing commercial  oil. 

Ifow,  I  predict  that  if  there  are  any  other  fields  opened  up  in  Wyo- 
ming, they  wnll  be  outside  of  known  withdrawals  or  known  areas  at 
this  time,  because  there  is  a  great  deal  of  land  in  Wyoming  that  is 
covered  bv  heavy  wash,  and  by  drilling  this  character  of  structure 
it  is  possible  to  locate  something  of  commercial  value.  But  it  in- 
creases the  hazard  100  per  cent  over  the  character  of  lands  that  1 
have  been  speaking  of,  that  have  been  drilled,  where  only  10,00i» 
acres  out  of  550,000  is  productive. 

Mr.  Raker.  How  many  dry  wells  did  you  get  in  that  500,000  acres  f 
Have  you  anv  idea? 

Mr.  Clay.  I  suppose  there  were  three  or  four  hundred  dry  wells, 
wells  that  got  nothing. 

Mr.  Raker.  And  they  cost  about  what  per  well  i 

Mr.  Clay.  Those  wells  wnll  cost,  where  they  are  drilling  to  shallow 
sands,  as  in  some  of  the  fields,  $10,000.  In  the  Big  Muddv  field  a 
well  costs  about  $(50,000  to  $70,000,  and  the  first  well  that  we  at- 
tempted to  sink  in  the  Muddy  cost  $125,000  before  the  Merritt  or- 
ganization was  formed  and  thereafter  about  $50,000  more  to  com- 
plete it.     It  cost  approximately  $175,000. 

Mr.  Raker.  And  that  money  was  practically  all  spent,  but  no  re 
turn  comes  from  it? 

Mr.  Clay.  This  well  is  a  paying  well,  but  it  has  not  yet  by  any 
means  returned  its  cost. 

Mr.  Rakkr.  I  mean  the  dry  wells. 

Mr.  Clay.  A  drv  well  is  absolutelv  useless.  If  you  drill  bevond 
the  limits  of  the  structure  and  get  the  water  line,  or  you  drill  a  well 
and  get  no  oil  in  commercial  quantities,  it  is  a  total  loss.  Now. 
in  many  of  these  slructures  in  Wyoming  w^hich  were  drilled  they 
got  a  little  showing  of  oil  in  them,  but  it  is  not  commercial  and  of 
no  value.  It  is  only  part  of  the  hazards  of  the  business.  But  when 
you  get  into  Wyoming  and  you  get  on  one  of  these  structures,  inside 
the  water  line,  like  Salt  Creek  or  Muddy,  nearly  every  well  yoti  sink- 
is  a  producing  well. 
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Xow,  I  only  want  to  pass  quickly  to  the  Salt  Creek  situation.  My 
time  is  so  limited  that  I  am  only  going  to  deal  with  that  in  a  very 
cursory  way.  I  understand  Mr.  Schuyler  presented  the  Salt  Creek 
situation  to  you  at  length.  I  remember  when  Salt  Creek  was  started. 
I  know  nearly  every  man  connected  with  the  development  of  Salt 
Creek.  At  the  time  they  went  in,  the  men  that  were  in  the  oil  game 
and  knew  it,  as  Mr.  Humphries,  an  oil  operator  of  over  35  years'  ex- 
perience, laughed  at  the  proposition.  They  thought  there  was  abso- 
lutely nothing  in  it.  Regardless  of  whether  they  found  oil  or  not, 
he  said,  "  If  you  find  it,  it  is  of  no  value.  You  can't  compete  with 
the  market;  you  have  no  pipe  lines;  you  are  50  miles  off  the  rail- 
road. Why,  it  is  a  most  impossible  situation  from  a  commercial 
standpoint." 

But  those  gentlemen  went  ahead.  They  went  through  all  the  vicis- 
situdes, all  of  the  troubles,  and  they  built  up,  by  virtue  of  all  that 
they  did,  one  of  the  biggest  small  industries  in  the  country.  Now, 
the  Midwest  Refining  is  a  mighty  small  potato  when  you  come  to 
the  industry  as  a  whole,  but  by  virtue  oi  their  perseverance,  their 
keeping  at  it,  they  put  in  the  money — ^millions  of  dollars — in  pipe 
lines  and  refineries,  and  they  have  now^  a  nice  production  that  is 
doing  a  whole  lot  for  the  country  to-day.  Now,  the  dismemberment 
of  Salt  Creek  will  strike  a  mortal  blow  to  the  industry  in  Wyoming, 
because  the  Midwest  Refining  Co.  and  its  interests  have  been  the 
ones  that  have  aided  and  assisted  in  the  prospecting  and  development 
of  all  the  oil  lands  in  Wyoming,  If  you  dismember  the  Midwest 
Refining  Co.,  you  break  up  the  only  organization  in  Wyoming  that 
is  equipped  to  handle  the  situation  commercially  up  to  date. 

On  the  other  hand,  if  the  production  increases,  otners  come  in  and 
new  fields  are  opened  up,  you  might  be  able  to  overcome  that;  but 
if  my  views  are  correct,  the  Midwest  Refining  Co.,  for  some  time  to 
come  at  least,  is  capable  of  handling  all  of  the  production  that  we 
can  build  up.  They  have  a  fine  plant  there;  they  are  capable  of 
adding  additional  stills  to  it,  so  that  they  could  refine  50,000  barrels 
or  possibly  75,000  barrels  of  oil  a  day.  Now,  that  means  a  lot  of  oil, 
fi"oni  the  standpoint  of  war  necessities  to-day,  because  they  can 
make  pretty  nearly  50  per  cent  of  it  into  gasoline. 

Now,  I  want  to  speak  a  word  in  behalf  of  the  men  that  developed 
Salt  Creek.  They  are  the  highest  type  of  our  citizens.  It  only  takes 
even  a  cursory  inquiry  to  ascertain  the  character  of  the  men  that  put 
in  their  money,  their  time  and  their  labor  in  developing  this  great 
industry ;  and  to  attempt  to  dismember  the  organization  by  techni- 
calities Vould  not  only  be  unfair  and  unjust,  but  it  would  be  almost 
a  crime.  And  no  corresponding  benefits  could  result  therefrom.  It 
would  be  taking  away  from  those  who  built  up  the  industry  and  giv- 
ing it  to  total  strangers.  I  have  had  many  business  dealings  with 
many  of  them  outside  of  the  oil  business.  These  men  of  the  Midwest 
Refining  Co.  have  been  interested  in  banking,  practicing  law,  and 
various  other  lines  of  business  throughout  the  State.  There  isn't 
any  higher  type  of  citizens  in  the  United  States  than  these  men,  and 
to  attempt  by  virtue  of  a  technicality  to  saddle  them  with  a  badge  of 
fraud  is  one  of  the  most  outrageous  things  that  I  have  heard  sug- 
gested. In  addition  to  that  I  want  to  say  this,  that  when  our  syno- 
cate  went  into  Wyoming,  tools  were  hard  to  get,  supplies  were  scaro* 
The  Midwest  had  a  pretty  big  supply  there,  because  they  are  thf« 
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largest  operators.  If  a  company  wanted  a  20-inch  bit,  something 
that  we  start  our  big  holes  with,  they  lent  him  the  necessary  bit 
They  did  it  for  a  dozen  companies  in  the  Muddy  that  were  working 
there.  They  did  it  for  me.  There  were  hundreds  of  things  that  they 
gladly  loaned.  They  didn't  rent  them,  but  they  lent  tliem  to  these 
companies  in  which  they  had  no  financial  interest. 

Ii  a  man  got  in  trouble  with  his  hole,  if  they  had  any  expert 
drillers  there,  they  would  come  out  and  lend  their  assistance.  When 
our  syndicate  went  into  Cool  Creek  to  commence  our  operations  there, 
I  borrowed  a  rig  from  them,  what  is  known  as  a  "National"  rig 
and  one  star.  I  went  up  there  to  do  some  light  work,  light  develop- 
ment work ;  and  all  they  ever  charged  was  for  the  wear  and  tear  on 
the  equipment  when  we  returned  it.  That  was  also  the  attitude  of 
the  Midwest  Refining  Co.  throughout  the  entire  State  of  Wyoming, 
to  aid  and  encourage  the  development  of  the  oil  industry  in  the 
State.  Now,  it  might  not  have  been,  if  you  want  to  look  at  it  from 
a  selfish  side,  purely  from  philanthropic  motives.  It  was  a  business 
proposition.  As  a  matter  of  fact,  the  more  oil  they  could  develop 
up  there,  the  bigger  they  could  extend  their  refinery.  So,  looking  at 
it  from  that  side  of  it,  "they  have  helped  and  aided  to  build  up  this 
industry.  And  to  say  that  you  should  dismember  that  organization, 
cut  it  to  pieces — why,  I  know  you  all  see  the  justice  ana  equity  in 
affording  this  company  a  fair  measure  of  relief. 

Now,  then,  another  thing  that  I  want  to  call  your  attention  to  is 
the  acreage  in  Salt  Creek.  In  Salt  Creek  there  are  about  4,300  acres 
of  known  oil-producing  area.  The  Midwest,  by  contracts  and  by 
gradually  assembling  the  property,  is  handling  the  entire  production 
that  comes  out  of  Salt  Creek  and  the  development  thereof.  I  have 
talked  with  several  technical  oil  operators,  and  they  have  said  to  me 
that  the  development  of  Salt  Creek,  the  way  they  have  preserved  the 

fas,  and  done  their  drilling,  is  a  model  of  good  practice  in  oil  fields, 
think  that  one  of  the  men  that  was  with  the  Geological  Survey,  if 
I  am  not  mistaken,  Mr.  Max  Ball  told  you  gentlemen  the  same  thing. 
No  man  can  go  to  Salt  Creek  who  is  an  oil  operator  and  see  what  they 
have  done  there  and  criticize  a  thing  that  they  have  done  toward  pro- 
tecting and  conserving  the  oil,  no  matter  who  it  belonged  to,  notwith- 
standing the  conditions  and  the  state  of  their  title.  They  have  pre- 
served the  situation  so  that  it  is  ideal  to-day. 

Now,  let  us  get  into  the  question  of  what  is  good  oil  practice. 
Take,  for  example,  this  table  [indicating]  as  being  a  structure,  and 
the  outside  edge  of  this  table  as  being  the  water  line.  The  reason  the 
locator  or  the  man  that  goes  on  the  public  domain  wants  to  get  a 
fair  sized  acreage  is  to  protect  the  oil,  to  prevent  intensive  drOling 
and  the  letting  off  of  all  the  gas,  and  the  encroachments  of  the 
migratory  water  line.  So  that  a  man  ought  to  have — speaking  of  a 
general  situation — three  to  four  thousand  acres,  so  that  when  he 
starts  out  his  operations  he  does  not  spend  all  of  his  money  in  drill- 
ing off-set  wells  against  the  other  fellows,  letting  all  tlie  gas  off  and 
otherwise  abusing  the  field.  You  take  a  dome  of  that  size  and  shape, 
and  a  man  can  start  in — say  he  starts  here  [indicating],  and  drills 
a  series  of  wells  toward  the  center  of  it  without  drilling  the  out- 
side, and  he  lets  the  water  line  migrate  up  as  he  drills  toward  the 
center  to  such  an  extent  that  the  oil  on  this  side  and  the  oil  on  that 
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side  [indicating]  will  be  driven  back  into  the  sandstone  or  oil  sands 
and  lost  forever.  Mr.  Ferris  knows  that.  It  is  a  fact.  There  isn't 
any  question  about  it. 

Now,  the  theory  of  having  a  fair  acreage  is  to  drill  wells  as  you 
need  protection,  and  not  let  off  the  gas ;  let  the  gas  assist  you  in  lifting 
the  oil  and  conserving  the  field.  That  is  good  oil  practice.  It  can 
not  be  disputed. 

Now,  I  have  heard  of  the  so-called  departmental  amendment  which 
has  been  suggested  here,  and  if  I  had  not  heard,  after  I  got  to 
Washington,  that  the  department  was  really  serious  about  it,  I  would 
have  thought  it  was  a  joke.  No  practical  oil  operator  would  think 
for  a  minute  of  any  such  suggestion  on  the  relief  side  of  the  bill,  of 
cutting  land  up  and  dismembering  it  like  that.  Why,  it  would  be 
ridiculous.  Any  oil  operator  will  tell  you  that.  The  Government 
statistics  show  it  to  be  a  fact.  So  that  this  departmental  bill,  or 
section  of  the  bill,  certainly  can  not  be  considered  by  you  gentlemen 
seriously,  if  you  consider  tne  facts. 

Mr.  Taylor.  It  hasn't  been  considered  by  practical  oil  operators? 
Mr.  Clay.  That  is  what  I  mean.    The  effect  of  it  is  that  all  you 
do  would  be  to  turn  this  field  over  to  a  lot  of  fellows  that  would  go 
in  and  bid  against  the  people  that  are  in  there  now  because  they  have 
discovered  something.    They  discovered  it.    Anybody  will  bid  after 
a  man  has  opened  up  a  mine,  but  when  it  takes  millions  of  dollars  to 
open  it  up  they  don't  do  it.    To  let  another  man  go  along  and  spend 
his  money  in  the  development  work  and  then  give  the  results  to  an- 
other would  not  only  be  unfair  and  outrageous,  but  the  result  to  Ihe 
Government  and  everybody  else  would  be  of  no  compensatii^g  value. 
If  you  drill  these  lands  or  open  up  the  Salt  Creek  field  or  any  other 
field  and  drill  wells  all  around  in  small  circular  tracts  or  re^tiuigular 
tracts,  you  let  off  all  of  the  gas,  and  your  field  will  recede,  the  ^^  ater 
line  comes  up,  and  you  lose  40  per  cent  of  the  oil,  if  not  (JO  per  cent 
of  it.     You  know  that,  Mr.  Ferris,  as  a  practical  propositi  ii.    You 
know  that  in  Oklahoma  in  the  drilling  of  that  great  Cashing  po:)l 
the  intensive  drilling  has  lowered  the  production  of  Cushing.    If  it 
had  been  handled  the  way  Salt  Creek  has  been  handled,  y.>u  would 
be  getting  250,000  to  300,000  barrels  a  day  now  out  of  the  Cushing 
pool  alone.    That  is  a  fact.    Now,  then,  we  know  that,  and  that  is 
the  case  with  a  lot  of  other  pools.    I  was  just  talking  to  Mr.  Glenn 
Eubey  the  other  day,  who  is  the  geologist  for  the  Doherty  Syndicate 
operating  in  Augusta  and  El  Dorado,  Kans.,  and  he  tolJ  me  thrt 
intensive   drilling,  the   letting  off  of  the  gas,  the   encroachment 
of  the  water  line,  bid  fair  to  spoil  in  a  large  degree  those  pools  and 
to  a  measure  destroy  instead  of  conserve  the  oil:  and  that  he  was 
very  sorrow  that  the  conditions  were  such  that  tnat  land  had  been 
cut  up  into  small  tracts  and  this  intensive  drilling  had  been  com- 
mitted against  conservation,  against  oil  practice,  and  against  ^ho 
interests  of  everybody  connected  with  these  fields.    In  other  words, 
a  man  who  has  a  little  tract  of  land — 20  or  30  or  40  acres — is  going  to 
get  all  the  oil  he  can.    If  I  am  adjoining,  he  is  going  to  get  all  hc^ 
can,  and  I  am  going  to  get  as  much  as  I  can.     So  the  result  is  that 
any  system  which  would  segregate  or  divide  up  any  fie^i — I  don't 
care  where  it  is — into  small  acreage  with  multiplicity  of  owners  i? 
detrimental  from  the  standpoint  of  conservation,  from  ihe  stand- 
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point  of  good  oil  practice,  and  from  every  other  economic  otandiKjin 
Now,  whatever  you  do  I  would  rather  have  you  take  over  Salt  Creek 
as  a  whole,  take  all  the  rest  of  the  fields,  rather  than  to  dismembe' 
them,  because  unless  you  treat  them  as  a  whole  nothing  hut  wa^ie 
expense,  and  damage  will  result. 

1  want  to  read  you  a  letter  that  I  wrote  you  in  connection  wi'h 
that  matter,  and  I  could  talk  for  an  hour  on  the  technical  situati^' . 
but  it  is  common  knowledge,  such  knowledge  that  courts  take  juil* 
cial  notice  of  it.  It  is  generally  known  in  (jklahoma,  Kansus,  Texat. 
everywhere.  I  wi-ote  a  letter  in  connection  with  this;  and  if  I  ha-i 
more  time,  I  would  like  to  comment  on  it  at  lengthy  but  I  am  going 
to  satisfy  myself  with  just  reading  it.  At  the  time  I  wrote  this  letter 
I  really  did  not  think  the  well  amendment  was  seriously  considered 

Mr.  Taylor.  That  was  the  attitude  of  Colorado  very  largely,  whi'h 
was  the  reason  that  I  asked  you  gentlemen  to  come  down  here.  ^^■ 
cause  I  wanted  the  people  that  are  spending  their  money  and  ih 
representatives  of  the  people  that  are  spending  their  money  to  conv» 
here  and  see  the  situation  and  present  tlie  matter  to  the  coinmittee. 

Mr.  Clay.  Nobody  out  there,  no  oil  man,  thought  it  was  serious  or 
that  anyone  so  considered  it.  As  I  say,  I  wrote  the  letter  for  th** 
purpose  of  explaining  the  situation. 

In  other  words,  under  the  proposed  amendment,  after  you  have 
discovered  the  field,  they  give  you  one  well  with  either  a  circular 
or  a  rectangular  tract  around  it.  Tliey  lease  the  remainder  to  others: 
they  drill  all  around  you  and  let  off  the  gas  and  take  your  oil,  and 
your  offset  drilling  costs  you  more  money  than  the  tract  is  worth.  I 
would  rather  (rive  it  to  them. 

Now,  Mr.  chairman,  I  think  I  vA'ill  just  insert  this  letter  without 
reading  all  of  it.     It  is  pretty  long. 

Mr.  Barnett.  That  letter  is  already  in  the  record. 

The  Chairman.  Then  I  assume  that  there  is  no  occasion  for  i>iit 
ting  it  in  again. 

Mr.  Clay.  Now  I  want  to  briefly  tell  you  something  of  the  Hum- 
phries Syndicate.      The  Humphries  Syndicate  was  formed  by  Mr. 
A.  E.  Humphries,  Charleston,  W.  Va.     Many  of  you  in  the  Hou-e 
and  many  of  you  in  the  Senate  know  the  man.    I  don't  know  whether 
there  are  any  here  who  know  him  personally  or  not,  but  he  is  one  of 
the  men  who  opened  up  the  Mesaba  Range  in  Minnesota.    The  syndi- 
cate drilled  the  Boynton  field  in  Oklahoma ;  they  drilled  the  Black- 
well  field  in  Oklahoma,  and  now  they  are  engaged,  under  the  name 
of  the  Humphries  Petroleum  Co.,  in  developing  two  domes  in  Noble 
County,   Okla.,   in   one   of   which   they   discovered   a   considerable 
Quantity  of  oil,  and  are  crowding  its  work  with  the  idea  of  helpin? 
wie  war  situation  as  fast  as  possible,  and  are  now  drilling  what  is 
called  the  north  dome  and  expect  to  get  oil  in  that.     It  is  all  on 
patented  land  which  we  have  generally  operated  on,  so  it  is  n(>t 
pertinent  here,  except  to  show  you  the  extent  of  its  operations  and 
activity.     Mr.  Humphries  has  always  been  willing  to  take  chances: 
always  goes  ahead  and  pushes  things  along  with  the  idea  of  develop- 
ing the  public  domain  in  the  West.    He  has  associated  with  him 
about  25  men,  Mr.  Tom  Merritt,  of  Duluth;  Mr.  L.  B.  Brown  and 
S.  W.  Eckman,  of  Denver;  Mr.  Frank  Cox,  of  Charleston,  W.  Va.; 
Gubser  &  Means  and  W.  J.  Fobs,  of  Tulsa ;  myself,  and  about  20 
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others.     I  have  not  time  now  to  name  them,  because  my  time  is 
getting  short. 

Mr.  Humphries  is  now  sick  in  bed  and  expects  to  go  to  Cali- 
fornia, if  he  hasn't  already  gone  since  I  left  Denver.  He  told  me  to 
tell  you  gentlemen,  and  I  can  speak  for  him  because  I  knew  all 
about  these  conditions,  to  tell  you  what  the  conditions  were,  and  he 
^'ould  leave  it  in  your  hands.  He  was  very  sorry  that  he  could  not 
<rome  on  here  to  explain  the  situation,  and  that  if  he  had  been  able, 
tie  would  have  been  here.  I  was  talking  to  one  of  the  Senators  the 
other  day,  and  he  made  a  remark  about  Mr.  Humphries,  which  is 
l>eculiarly  characteristic  of  the  man;  he  said, "God  might  have  made 
it  better  man  but  he  never  did."  And  when  we  discovered  the  Muddy 
field,  Mr.  V.  H.  Barnett,  of  the  Geological  Survey,  who  had  made  a 
report  on  it,  had  died — in  fact,  he  died  three  months  before  com- 
mercial oil  was  discovered.  Mr.  Humphries  found  his  wife  and  two 
c^hildren  in  Oklahoma,  at  Tulsa,  destitute.  He  raised  a  fund  of 
$10,000  and  presented  it  to  them.  So  I  don't  think  that  men  of  the 
character  indicated  by  this  personal  incident  and  who  are  operating 
on  tlie  public  domain  are  the  thieves,  conspirators,  and  speculators 
that  certain  Government  officials  and  agents  pretend  to  picture. 
Alen  of  that  character  do  not  do  philanthropic  things.  Now,  while 
this  incident  adds  pathos  to  an  ordinary  business  transaction,  it  re- 
flects the  character  of  one  of  the  men  located  on  the  public  domain 
and  engaged  in  the  development  of  the  oil  industry,  and  incidentally 
Jiis  associates,  because  he  is  the  business  and  managing  head. 

Now,  before  we  went  onto  the  Muddy  field,  after  very  carefully 
examining  the  situation,  for  we  knew  a  part  of  it  was  public  domain 
and  that  no  lawyer  could  determine  with  accuracy  the  attitude  of 
the  departments  as  to  what  should  be  done  to  fully  protect  the  oper- 
ator, Congressman  Hastings,  of  Oklahoma,  at  the  soliciation  of  Mr. 
Humphries  or  some  of  his  associates,  wired  to  the  department  ask- 
ing what  the  status  of  the  land  was,  whether  it  was  open  to  location, 
and  if  so,  if  we  went  on  it,  and  developed  anything  would  we  be 
protected?  Mr.  Tallman  wired  back  that  the  land  was  open;  that 
if  we  entered  on  it  in  good  faith  and  developed  it  according  to  law, 
or  words  to  that  effect,  that  we  would  be  protected.  Now,  what  did 
we  do?  Pursuant  to  advice  so  received,  we  went  up  and  located  the 
Big  Muddy  field,  Converse  County,  Wyo.  Some  locaters  had  already 
located  part  of  it.  It  was  outsiae  of  any  withdrawal,  now,  bear  in 
mind.  There  had  been  no  withdrawal.  The  Geological  staff  of  the 
United  States  Government  had  classified  it  as  probably  not  worth 
anything.  We  were  going  to  drill  a  well  over  3,000  feet,  and  it  took 
more  than  $50,000  to  prove  that  there  was  anything  there.  All  of 
those  conditions  we  knew.  We  were  willing  to  take  a  chance  and 
we  did. 

AVhen  we  went  in  we  made  some  arrangements  with  the  locators 
relative  to  development,  because  it  is  essential  to  have  the  good  will 
of  the  commimity  in  which  you  are  working.  In  fact,  we  would  not 
have  gone  in  there  imless  everything  was  settled,  as  far  as  we  could 
settle  it.  And  I  want  to  tell  you  this,  that  in  the  Big  Muddy  field 
to-day  there  is  not  a  single  contest  between  locators.  I  called  them 
all  in  and  told  them  what  my  plans  were ;  what  I  was  willing  to  do. 
Now,  I  said,  "  Boys,  if  you  don't  want  to  play  fair  there  is  lots  of 
public  domain ;  lots  of  land.    It  isn't  necessary  for  us  to  drill  here. 
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and  I  have  had  a  nice  little  visit  with  you  and  let  it  go  at  that;  bot 
if  you  are  willing  to  settle  among  yourselves  on  a  fair  basis,  so  tfiit 
the  men  who  put  in  the  money  can  go  ahead  and  develop  the  knd 
we  will  proceed."  And  every  man  that  had  any  interest  in  tht 
Muddy  field  went  in  there  and  entered  into  agreements,  gentlemen's 
and  otherwise,  relative  to  their  respective  claims,  and  there  hasn't 
been  a  one  of  them  who  has  violated  a  single  agreement.  The  Got- 
ernment  scouts  watched  us  drill  that  field;  watched  us  spend  onr 
monev  there.  We  gave  them  access  to  everything.  They  knew  the 
well  logs;  they  knew  what  we  were  doing;  and  when  we  discovered 
oil  in  paying  quantities.  In  spite  of  those  conditions,  in  spite  of  the 
promises,  tacit  at  least,  and  by  virtue  of  the  department  telegnni. 
that  any  reasonable  man  would  construe  as  an  invitation  to  go  ahead 
they  threw  a  withdrawal  around  us,  and  now  they  are  taking  the 
position  that  certain  arrangements  made  by  us  with  locators  who 
were  all  citizens  of  the  United  States  and  the  basis  of  our  lease  titles 
were  fraudulent  against  the  Government.  They  will  never  make  it 
stick  in  God^s  world,  and  we  will  fight  them  to  the  last  ditch.  Bm 
that  is  the  situation.  That  is  only  one  of  many  similar  instance 
but  it  is  a  concrete  example.  Then  we  went  up  to  Coal  Creek- 
spent  $200,000  under  similar  conditions,  found  no  oil ;  therefore,  we 
made  a  total  loss.  The  Government  made  no  withdrawal,  as  there 
was  nothing  of  value  to  contest. 

Mr.  SiNKOTT.  What  were  those  arrangements  which  they  ques- 
tioned? 

Mr.  Clay.  The  arrangements  were  these,  that  the  locators  who 
had  previously  located  seme  of  the  ground,  staked  it,  had  done  work 
on  it — only  in  a  preliminary  way.  such  as  a  poor  man  could — we  gave 
them  a  certain  percentage  of  the  proceeds,  if  we  found  any  com- 
mercial oil ;  merged  our  titles  and  theirs.    That  is  what  it  was. 

Mr.  SixKOTT.  That  was  the  prearrangement? 

Mr.  Clat.  Yes,  sir. 

Mr.  SiNxoTT.  That  was  the  alleged  prearrangement! 

Mr.  Clay.  Yes,  sir ;  before  I  went  on  the  ground,  because  I  could 
not  do  anything  else  in  fairness  and  honesty  and  decency ;  and  just 
because  I  made  such  an  arrangement  with  these  locators  before  I 
went  on  the  ground,  they  maintain  that  certain  of  these  locations 
are  technically  dummy  and  evidently  will  attempt  to  defeat  our 
riffhts  if  the  claims  eventually  prove  valuable. 

Mr.  Mays.  Were  these  arrangements  made  before  they  made  the 
locations? 

Mr.  Clay.  No,  sir.  They  had  made  the  locations.  I  had  not  made 
any  locations.  I  didn't  have  a  dollar  in  it,  and  it  was  a  long  shot 
I  wouldn't  have  cared  if  they  didn't  do  anything,  but  I  mnde  ar- 
rangements with  these  people  that  had  located  certain  portions  of 
the  field  the  year  previous  to  the  invest'gation  of  it  by  our  syndicate, 

Mr.  Mays.  Before  or  after  they  made  them? 

Mr.  Clay.  After  they  had  made  them.  They  had  made  them,  and 
they  had  been  staked  and  recorded  for  at  least  six  months  prior  to 
my  negotiations.  They  had  been  going  from  California  to  New 
York  trying  to  get  people  to  help  them  drill  it  and  open  up  the  public 
domain.  I  made  this  agreement  with  them  six  months  at  least  after 
they  had  located  the  ground,  and  because  I  gave  those  locators,  those 
people  in  that  vicinity,  an  interest  in  certain  locations,  Government 
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agents  are  claiming  my  men  are  technically,  at  least,  dummy  loca- 
tors. Now,  that  is  the  technicality  that  our  Government  raises,  and 
I  could  stand  here  and  discuss  almost  indefinitely  with  you  specific 
instances  of  similar  nature.  They  are  the  most  outrageous  things 
I  ever  heard  of. 

Mr.  Lenroot.  Did  you  make  new  locations? 

Mr.  Clay.  I  made  new  locations,  but  I  had  a  contract  with  these 
people. 

Mr.  Lekboot.  I  understand.    You  made  new  locations  by  whom! 

Mr.  Clay.  By  my  syndicate,  the  people  that  put  in  the  money  to 
develop  the  ground.    And  no  man  got  over  20  acres  of  each  claim. 

Mr.  Lenboot.  I  just  want  to  get  the  facts,  you  know. 

Mr.  Clay.  Those  are  the  facts. 

Mr.  Lenroot.  Do  they  claim  that  your  locators  were  dummies? 

Mr.  Claf.  Yes,  sir ;  they  claim  that  my  locators  were  dummies  be- 
cause I  had  made  a  previous  contract  with  these  poor  people  that 
were  on  that  ground  whereby  I  was  going  to  give  them  something 
if  we  got  anything. 

Mr.  Lenroot.  Then  do  they  claim  that  the  original  locators  whom 
you  succeeded — do  they  claim  that  they  were  also  dummies? 

Mr.  Clay.  I  don't  mow  about  that. 

Mr.  Lenroot.  You  didn't  go  into  that? 

Mr.  Clay.  I  didn't  go  into  that. 

Mr.  Lenroot.  I  mean,  what  is  the  Government's  position? 

Mr.  Clay.  The  Government's  position,  as  I  understand  it,  is  that, 
as  far  as  those  locations  are  concerned,  that  not  having  done  any 
substantial  work  on  them  they  were  mere  paper  locations. 

Mr.  Lenroot  (interposing).  That  is,  it  is  a  matter  of  diligence? 

Mr.  Clay.  Perhaps  so. 

Mr.  Lenroot.  The  charge  of  fraud  in  the  case  is  that  your  own 
locators  were  dummy  locators? 

Mr.  Clay.  Yes;  that  is  their  idea.  Here  is  the  reason  of  it:  You 
can  not  make  a  location  on  the  Government's  domain,  Mr.  Lenroot, 
that  will  be  sustained  by  the  department.  You  can  not  make  one 
because  it  is  a  physical  impossibility,  and  if  I  had  time  I  could  ex- 
plain to  you  in  detail  why.  All  those  practical  conditions  come  up 
when  you  get  into  a  new  country.  How  can  you  go  in  and  run  people 
out  that  have  located  on  the  lands  in  good  faith  ?  In  other  words,  it 
comes  right  down  to  the  proposition  fliat  the  Government's  test  of  it 
is  that  nobody  can  go  on  the  public  domain  at  the  present  time  imder 
the  present  law  and  locate  a  claim  unless  it  is  eight  men  who  are 
iiiillionaires,  who  are  willing  to  take  the  chance  of  drilling  that  well. 
A  poor  man  can  not  locate  a  claim  according  to  their  contention.  I 
claim  that  he  can. 

Mr.  Lenroot.  Can  you  point  to  any  decision  of  the  Land  Depart- 
nient  substantiating  the  statement  you  have  just  made? 

Mr.  Clay.  Any  decision  of  the  Land  Department  ? 

Mr.  Lenroot.  Any  single  decision. 

Mr.  Clay.  No,  sir;  I  can  not,  because  these  matters  are  pending.  In 
other  words,  they  have  not  come  up.  Now,  as  far  as  the  position  I 
fim  speaking  of  now  is  concerned,  they  have  not  attacked  us  yet  on 
"lis  position,  but  I  get  this  from  talking  with  the  various  people  that 
^r^  in  the  department.    I  don't  know  what  the  position  there  is. 
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neither  do  I  care,  because  if  that  is  the  law  of  the  land  of  this  country 
we  do  not  live  under  the  flag  of  the  free  and  the  brave.  We  say  wr 
we  are  fighting  a  great  war  here  for  a  declaration  of  principles, tLt 
of  which  is  the  principle  which  this  is  the  foundation  of;  in  oik 
words,  that  every  man  is  born  free  and  equal ;  that  every  man  diaE 
have  his  place  in  the  sun ;  that  every  nation  shall  have  it. 

If  the  laws  of  the  United  States  are,  by  virtue  of  the  statutes  2: 
this  time,  that  a  poor  man  can  not  locate  a  claim  and  a  rich  man  can, 
then  I  say  that  it  is  not  a  free  country.  And  why  can't  a  poor  lusr 
locate  a  claim  under  the  situation?  I  will  tell  you  why.  Because 
it  is  a  question  of  intention.  Here  is  what  the  Government  claims 
Suppose  eight  men  get  together  and  they  go  out  and  locate  a  claini- 
and  I  have  seen  it  done — this  is  an  example,  a  true  case.  Theyp* 
out  and  locate  a  claim — or  eight  of  them.  They  locate  a  claim  and 
they  see  some  geologists  working  around,  and  they  merely  stake  it 
They  do  a  little  preliminary  work  on  it.  Now,  the  intention,  by  rir- 
tue  of  the  financial  situation  of  those  people,  must  have  been  tb'. 
thev  never  intended  to  sink  3,000  feet  to  oil.  We  know  it.  Tbei^ 
fore  if  they  are  going  to  insist  by  their  construction  that  the  questioR 
of  a  man  s  intention  is  the  test  of  a  bona  fide  location,  a  poor  man 
can  not  locate  one,  because  his  intention  must  have  been,  .by  reason 
of  the  nature  of  things,  that  he  was  going  to  lease  that  claim  orpt 
some  outside  capital  to  develop  it.  Such  a  location  is,  by  Governnien: 
construction,  a  dummy  one  and  fraudulent. 

Mr.  Taylor.  That  is  the  reason,  Mr.  Clay,  that  you  say  it  requires 
eight  millionaires  to  locate  a  claim.  You  use  that  figure,  notbecanse 
they  have  decided  they  have  got  to  l>e  millionaires,  but  when  they 
decide  that  a  poor  man  who  hasn't  got  the  money  to  sink  3,000  feet 
is  presumed  to  be  a  fraud,  by  implication,  it  does  require  a  man  <>f 
means,  and  nobodv  else  but  a  man  of  means  can  locate  the  land? 

Mr.  Clay.  That  is  the  idea  exactly. 

Mr.  Taylor.  In  other  words,  they  discriminate  against  the  po(»r 
man  doing  anything  because  they  say  he  is  fraudulent  if  he  under- 
takes to  do  something  that  he  can  not  do. 

Mr.  Clay.  Exactly.  Now,  Mr.  Lenroot,  these  are  not  decisions  no« 
that  I  am  discussing — because  you  were  not  here  at  the  time  I  started 
in — but  I  said  that  I  would  discuss  this  matter  from  a  practical  oper- 
ating standpoint.  These  things  are  things  that  are  coming  up  in  the 
future.  They  show  the  attitude  of  the  department,  and  they  are  tlie 
things  that  are  coming  up  later.  That  is  the  point  I  am  making,  j 
do  not  believe  any  court  will  sustain  these  contentions,  but  we  shouU 
not  be  compelled  to  stand  a  long  seige  of  litigation  and  be  put  to 
unnecessary  delays  and  expense^  when  Congress  by  a  proper  bill  can 
eliminate  such  conditions. 

Xow,  our  general  proposition  in  the  Muddy — and  every  other  situ!^- 
tion,  so  far  as  our  locations  are  concerned — is  that  no  man  gets  more 
than  he  is  allowed  by  law,  namely.  20  acres  of  each  location  of  1*^ 
acres.  This  should  be  the  test  of  a  fraudulent  location,  that  by  virtue 
of  the  transaction  did  each  man  who  was  in  the  syndicate  get  more 
than  he  was  allowed  by  law?  Did  he  get  more  than  20  acres?  Thi^ 
is  the  test  of  it,  in  my  opinion.  If  he  did  not,  the  location  is  vali« 
In  other  words,  when  you  make  these  locations,  eight  men  locate  1J|" 
acres.    Then  they  incorj>orate  a  company,  put  a  certain  amount  of  tw 
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stock  in  the  treasury  and  commence  selling  the  treasury  stock  to 
<lrill  their  well.  That  is  the  normal  practice.  Now,  the  result  of  it 
is  tliat  at  the  be^nning  nobody  received  more  than  a  20-acre  interest, 
and  as  it  goes  on  extends  like  an  open  fan;  the  more  development  you 
do  the  more  stock  vou  sell  and  the  less  the  interest  of  each  man  in 

« 

acreage,  so  the  relative  interest  diminishes  from  acreage  standpoint, 
but  may  enhance  in  values.  That  is  the  situation  in  Wyoming  to-day 
lelative  to  Salt  Creek.  That  is,  no  stock  interest  in  the  organization 
i-epresented  by  stock  is  equivalent  to  more  than  20  acres.  If  20 
Hcres  were  set  aside  in  each  claim  to  the  largest  stockholder  it  would 
be  a  much  greater  interest  than  he  now  has  by  virtue  of  his  stock- 
holdings.   That  should  be  the  test,  and  I  believe  it  is.    • 

Now,  then,  (m  the  question  of  discovery,  I  claim — and  the  courts 
have  sustained  it  up  to  date — that  if  a  man  goes  out  and  sinks  a 
discovery  hole  100  feet  or  200  feet,  and  gets  these  oil  shales  in  satura- 
tion, such  a  showing  or  find  is  a  discovery      It  has  been  so  con- 
strued by  the  courts  for  40  years  in  the  mining  law.    But  the  Govern- 
ment attacks  your  discovery  and  sjiys,  "  You  have  got  to  get  a  com- 
mercial well.'-    The  fact  of  the  matter  is,  that  all  you  have  got  to 
get  is  a  sufficient  showing  to  warrant  a  reasonably  prudent  man  pro- 
ceeding to  develop  his  claim  in  the  hope  of  getting  oil  in  paying  and 
commercial  quantities.    That  has  been  the  test  for  50  years.     Such 
has  been  the  court  decisions  up  to  date;  and  on  that  question  the 
Government,  no  matter  what  they  do,  will  be  precluded  when  these 
matters  reach  the  courts.    But  they  inject  and  take  advantage  of  any 
and  all  of  these  technicalities  for  the  purpose  of  eventually  defeat- 
ing the  locator.     Somewhere  in  the  claim  of  title  they  try  to  find 
a  flaw,  and  if  not,  they  try  and  wear  him  out,  exhaust  his  patience 
and  means,  and  generally  succeed  in  doing  both  if  it  is  the  average 
man.     Such  Government  persecution  should  not  be  tolerated,  and 
Congress  can  correct  this  flagrant  abuse  or  misuse  of  power. 

Mr.  Lekroot.  I  would  like  to  ask  you  one  question  along  the  line 
that  you  are  speaking.  You  speak  with  reference  to  the  department 
not  being  sustained  by  the  courts.  I  want  to  ask  you  this  question, 
whether  or  not,  aside  from  the.  que^ion  of  discovery,  the  courts  have 
not  sustained  the  department  in  every  particular,  so  far  as  they 
have  gone  ? 
Mr.  CluVY.  No,  sir. 

Mr.  Lenroot.  Can  you  point  out — I  would  be  glad  if  you  would 
for  my  own  infomuition — point  out  any  particular  principle  of  law 
that  you  think  should  obtain,  that  the  courts  have  held  differently 
upon  that  the  Secretary  of  the  Interior? 

Mr.  Clay.  In  the  Ohio  Oil  Co.  case  the  Circuit  Court  of  Appeals 
decided  that  a  man  that  hadn't  even  gone  on  the  ground,  or  the 
people,  but  were  getting  ready  to  drill  were  protected  within  the 
provisions  of  that  withdrawal  act. 

Mr.  Lenroot.  And  hasn't  the  Department  of  the  Interior  held  ex- 
actly the  same  thing  ? 
Mr.  Clay.  I  think  not. 

Mr.  Lenroot.  So  in  that  case  you  speak  of  there  is  no  difference 
between  the  courts  and  the  department? 

Mr.  Clay.  There  is  a  difference  of  opinion,  Mr.  Tjenroot.  in  this, 
that  in  every  single  case  the  facts  are  different,  more  or  less. 
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Mr.  Lenroot.  I  know,  but  I  am  speaking  now  of  the  principle  of 
law  to  apply.    Of  course,  every  case  must  stand  upon  its  own  facts. 

Mr.  Clay.  Well,  the  principle  of  law,  I  say,  that  we  are  now  seek- 
ing relief  from,  and  which  the  department  has  probably  been  sus- 
tamed  in,  and  which  they  probably  will  be  sustained  in  unless  we  get 
relief,  is  this  theory  of  what  is  diligent  work  under  the  Pickett  bill. 

Mr.  Lenroot.  Now,  upon  that,  have  not  the  courts  laid  down  ex- 
actly the  same  rule  that  the  department  has? 

Mr.  Clay.  Absolutely ;  and  that  is  the  thing  we  think  we  are  en- 
titled to. 

Mr.  Lenroot.  That  is  quite  another  question.  I  was  asking— yoi 
made  the  statement  that  you  were  not  airaid,  but  that  the  courts  con- 
strue the  law  differently  from  the  way  the  department  has  construeil 
it.  Now  I  would  like  to  know  in  what  respect  the  department  and 
the  courts  differ. 

Mr.  Clay.  There  have  not  been  any  cases  except  on  the  two  points 
I  speak  of  that  I  know  of.  Do  you  know  any  cases  that  have  been 
decided  on  the  question  of  discovery? 

Mr.  Lenroot.  I  say,  aside  from  the  question  of  discovery. 

Mr.  Clay.  Do  you  know  of  any  cases  that  have  been  decided  on  the 
question  of  this  proposition,  that  if  eight  poor  men  go  out  and  locate 
a  claim  and  lease  it,  and  other  people  develop  it,  that  that  is  a  legal 
transaction  or  otherwise? 

Mr.  Lenroot.  Oh,  yes;  there  have  been  several  decisions  of  the  de- 
partment that  have  expressly  upheld  claims  of  locators  in  exactly 
that  situation. 

Mr.  Clay.  None  that  I  know  of.    Or  the  courts  ? 

Mr.  Lenroot.  I  am  speaking  of  the  decisions  of  the  department 

Mr.  Clay.  The  department,  Mr.  Lenroot,  has  made  a  few  rulings 
on  that  question. 

Mr.  Lenroot.  And  they  have  held  contrary  to  the  statement  you 
now  make? 

Mr.  Clay.  Yes ;  but  the  attitude — I  am  saying  that  the  attitude  of 
the  department  at  the  present  time  is  the  other  way.  That  is  the 
point — that  is,  their  field  agents. 

Mr.  Lenroot.  Of  course,  you  would  not  expect  the  committee,  in 
determining  this  matter,  to  be  governed  by  what  the  decisions  of  the 
Land  Commissioner  and  the  Secretary  were,  rather  than  any  opinion 
that  might  be  entertained  by  a  field  agent,  I  take  it. 

Mr.  Clay.  That  is  certainly  true,  of  course.  But  they,  the  de|)art- 
ment  claim,  in  the  Grass  Creek  cases — and  they  were  not  sustained 
as  I  recollect  it — that  the  people  we  leased  from  were  dummv  loca- 
tors and  therefore  our  titles  should  fall.  I  say  that  the  principle  is 
erroneous.  There  is  the  point  I  make.  In  other  words,  Mr.  Lenroot. 
if  the  man  goes  on  the  public  domain  and  stakes  a  claim,  and  I  p> 
along  and  want  to  lease  it  from  him  to  develop  that  claim,  what  pro- 
tection have  I  got  from  this  attack  of  dummy  locator?  That  is  the 
point  I  make.  I  can  not  find  out  from  the  records.  These  people 
are  trying  to  lease  this  claim  to  me.  They  are  not  going  to  say  that 
they  are  dummy  locators  or  what  the  inside  facts  are.  I  want  io 
lease  that  claim;  I  want  to  develop  it.  Now,  I  can  not  throw  those 
people  off.  I  am  talking  of  practical  things,  not  so  much  the  legaj 
argument  or  the  technical  argument,  but  I  am  talking  of  the  practical 
results  that  we  can  not  get  by  otherwise. 
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Mr.  Lenboot.  Isn't  the  whole  question  of  dummy  locators,  so  far 
us  the  departments  are  concerned,  so  far  as  the  courts  are  concerned, 
insofar  as  decisions  have  been  rendered,  not  a  question  of  intention 
of  the  locators  to  develop,  because  that  depends  upon  the  fact — ^but 
the  question  of  dummy  locator,  does  it  not  go  wholly  to  the  question 
of  whether  the  location  was  made  for  the  interest  of  the  locator,  or 
that  he  was  merely  a  figurehead  and  it  was  really  for  the  benefit  of 
some  other  person?    Isn't  that  the  dummy-locator  question? 

Mr.  Clay.  That  is  the  theory  of  it.  But  do  you  think  that  the 
man,  the  operator,  who  goes  and  takes  a  lease  from  a  locator  on  the 
public  domain  should  have  his  title  based  on  the  mental  attitude  of 
somebody  else  which  he  can  not  find  out  about  ?  That  is  the  final  an- 
alysis of  the  dummy  locator. 

Mr.  Lenroot.  That  all  goes  to  the  question  of  relief ;  but  I  do  not 
think,  if  you  will  pardon  me,  that  when  you  said  that  a  dummy  lo- 
cator— ^that  every  person  had  to  be  a  dummy  locator  who  did  not 
have  money  enough  at  the  time  of  location  to  develop  a  claim— I  do 
not  think  that  follows,  nor  do  I  think  there  is  any  decision  of  that 
kind.  That  all  goes  to  the  question  of  diligence,  in  which  the  courts 
and  the  department  agree. 

Mr.  Elston.  Mr.  Lenroot,  an  extract  was  read  from  that  brief 
submitted  by  the  Attorney  General  last  night,  in  which  the  con- 
struction was  made  by  the  speaker  that  the  rule  was  different  from 
what  you  say,  so  far  as  the  Attorney  General  was  concerned.  He 
called  these  men  that  went  out  on  the  public  domain — eight  of  them, 
each  of  them  locating  for  themselves  in  a  group,  but  who  obviously 
had  not  power  to  dig  a  well  and  make  discovery — mere  speculatora 
and  inferentially  fraudulent. 

Mr.  Lenroot.  I  think  my  question  will  show  that  I  did  not  in- 
clude any  theory  of  the  Department  of  Justice  in  my  question. 

Mr.  Clay.  There  is  no  decision  of  the  department  on  that.  I  have 
the  brief  of  the  Attorney  General  in  which  he  enunciates  what  I  con- 
strue to  be  that  theory. 

Mr.  Lenroot.  I  am  not  making  any  contention  that  the  Depart- 
ment of  Justice  and  the  Department  of  the  Interior  or  the  Depart- 
ment of  Justice  and  the  courts  are  in  accord.  That  would  be  a  ques- 
tion, of  course. 

Mr.  Clay.  He  says  in  this  brief — ^the  Attorney  General — of  which 
I  have  a  copy : 

It  is  difficult  to  see  any  difference  in  tlie  situation  of  the  operator  wlio  goes 
upon  the  pubUc  lands  with  the  uames  of  seven  dummies  to  take  eight  times  what 
the  law  offers  them  than  one  who  goes  out  and  by  his  order  leases  a  similar 
area.  In  one  case  the  pretendefl  locators  are  dummies  by  prearrangement ;  in 
the  other  they  become  so  because  the  opportunity  occurs. 

Now,  that  is  the  point,  I  say,  that  they  are  going  to  raise,  and  that 
is  the  reason  I  am  coming  before  Congress  to  ask  you  that  we  should 
be  relieved  from  those  conditions  and  that  the  law  should  be  certain 
and  specific  on  these  points. 

My  time  is  up,  and  now,  in  closing,  I  just  want  to  say  one  thing: 
That  Colorado  is  interested  to  the  extent  that  Colorado  money  has 
largely  gone  into  the  development  of  these  enterprises;  and  that 
Colorado  is  now  engaged  in  drilling  27  domes;  and  that  we  hope 
that  if  we  have  an  opportunity  by  a  fair  leasing  bill  to  proceed,  that 
^e  wiU  develop  something  in  our  State  in  these  times  of  need.    Colo- 
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rado  is  only  in  its  infancy,  but  a  great  many  of  these  coInpanie^  b 
been  started  on   locations,  made  on  the  public  domain;  they  Im* 
staked  ground,  sold  stock,  and  are  engaged  in  operations. 

Mr.  Taylor.  There  is  no  other  law  that  they  can  operate  un«.K 
other  than  the  placer  law ;  and  whether  it  fits  or  don't  fit.  it  L<n't  >  r 
fault,  is  it? 

Mr.  Clay.  No,  sir. 

Mr.  Taylor.  Arid  we  can  not,  and  the  people  that  are  puttiif 
money  in  can  not,  be  branded  as  criminals  or  even  blamed  for  trrinf 
to  proceed  under  the  only  law  there  is  to  develop  our  country. 

Mr.  Clay.  Exactly.  Xnd  if  you  don't  pass  any  law  here  and  te 
this  thing  go  on  the  way  it  is,  all  those  people's  money  is  in  jeopardT. 
because  they  don't  know  where  they  are  going  to  stand.  That  b 
the  general  situation,  and  I  could  explain  more  in  detail  if  I  hi 
time.  But,  as  I  say,  the  reasons  why  we  need  relief  are  apparent: 
the  reasons  why  this  bill  should  be  passed  are  apparent.  Instead  d 
fighting  lawsuits  over  technicalities,  which  may  go  on  for  year>, « 
should  get  this  matter  settled  and  be  producing  oil. 

Now,  I  do  not  think  there  is  anything  unreasonable  in  the  mjuK- 
that  we  have  made.    I  think  they  are  lair. 

The  committee  which  I  sat  with  part  of  the  time  have  preparpJ 
the  amendments  that  we  think  we  are  entitled  to,  both  as  to  thf 
leasing  side  of  the  bill  and  the  relief  measures.  They  allow  peop^i 
to  perfect  the  titles  that  are  now  initiated  on  the  domain.  Nov.  I 
have  heard  some  talk  here  about  thousands  of  people  were  locatin? 
lands.  It  don't  make  anv  difference  as  a  matter  of  fact  if  yow  pi^^ 
this  bill,  they  will  either  go  ahead  and  develop  them,  or  they  ^ui 
drop  back  into  the  leasing  side  of  the  bill.  So  the  advantage  is  it 
going  ahead.  If  you  are  going  to  go  ahead  and  pass  a  reasonsil't 
leasing  bill,  well  and  good.  If  you  don't,  withdraw  the  entire  p«'J' 
domain.    Either  give  us  a  workable  bill  or  don't  give  us  anything. 

Mr.  Raker.  I  would  like  to  ask  you  a  question  or  two  before  m 
leave  the  stand. 

In  carrying  out  your  argument  relative  to  the  effect  of  making 
placer-mining  law  applicable  to  petroleum  claims,  you  discib^ii 
the  point  that  you  l^elieved  that  under  llie  law  the  man  who  m 
made  his  location,  recorded  it,  and  started  to  work  and  had  suffici<'Di 
indications  had  a  valid  claim? 

Mr.  Clay.  Yes,  sii-. 

Mr.  Rakkil  Now,  Mr.  Chairman,  in  connection  with  that  I  dt>:n? 
to  have  printed  in  the  record  the  report  of  the  Committee  oc 
Public  Lands  when  this  bill  was  adopted.  That  is  the  act  makins 
the  placer-mining  law  applicable  to  petroleum. 

The  CiLMRMAN.  Without  objection,  it  is  so  ordered. 

[House  of  Roprpsentativcs,  Report  No.  26.">r).  Klfty-fourth  Congreas.  second  mssIw 

PATKNTING  OF  PETROLEX'M    LANDS. 

Tlie  (.\>nunittee  on  tho  rublic  Laiuls,  havinjr  had  under  consideratU'n  H«»n*^ 
bin  9983,  report  the  same  bark  with  the  reoomniendatlon  that  it  do  pass. 

Pul)Iir  Innd.K  containlnj:  [)etroluein   and  other  mineral   oils   iiave  l)een  H 
nnd  iiatenteil  under  tlie  placor-niininjr  acts  of  the  ruite<l  States  for  inan.v  \f»J^ 
past.     In   1   Land   I)eelsli>ns,  page  5G0,  Mr.  Teller,  then   Secretary'  of  theU' 
terlor,  said  that  minerals  so  found  '*  suijjected  tlie  tract  to  the  o|)eratiou  «»n'' 
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mining  laws,  as  has  been  held  under  other  rulings  with  respect  to    *    *    ** 
petroleum    ♦    ♦    ♦    and  other  substances  under  like  conditions." 

The  first  patent  Issued  by  the  Government  under  the  placer-mlnlng  acts  for 
lands  containing  petroleum  was  In  the  Los  Angeles  district,  in  Oallfornia, 
mineral  entry  No.  18,  March  22,  1880.  Other  entries  have  been  made  and  pat- 
ents issued  since  that  time  on  lands  containing  i)etroleum  in  several  of  the 
public-land  States,  notably  in  the  States  of  California  and  Wyoming. 

The  first  ruling  in  the  matter  was  that  contained  In  the  letter  of  la««*^ruc- 
tions  written  by  Commissioner  Burdett  to  the  United  States  surveyor-general 
of  Cnllfornla,  January  30,  1875,  and  was  to  the  effect  that  pet roleum-*oea ring 
lands  were  enterable  under  the  mineral-land  laws.  (Copp*s  Land  Owner, 
vol.  1,  p.  179;  Copp's  Mineral  Lands,  2d  ed.,  p.  100.)  Another  letter  to  the 
same  effect  was  written  by  Commissioner  McFarland,  March  31,  1882.  (Oopp's 
Land  Owner,  vol.  9,  p.  51.)  Under  these  rulings  and  In  view  of  the  uniform' 
practice  of  the  Land  Department  for  many  years,  considerable  quantities  of 
lands  have  been  filed  upon,  held,  and  improved  for  the  purpose  of  developing 
oils  in  various  of  the  public-land  States,  and  in  many  instances  large  sums  of 
money  have  been  expended  In  such  development. 

Under  a  decision  of  the  Secretary  of  the  Interior,  dated  August  27,  1896, 
In  the  case  of  mineral  entry  No.  140,  Los  Angeles  district,  California,  the 
Secretary  held  that  lands  containing  oils  could  not  be  patented  under  the 
placer-mining  acts,  for  the  reason  that  the  acts  did  not  originally  contemplate 
the  extension  of  their  provisions  to  lands  of  this  character.  It  has  never  been 
held  by  any  authority  that  the  provisions  of  the  placer  acts  were  not  adequate 
to  meet  the  conditions  surrounding  the  development  of  mineral  oils.  The 
effect  of  the  above-cited  declson  of  August  27,  1896,  is  to  preclude  the  possi- 
bility of  obtaining  title  to  lands  containing  oils,  and  as  there  are  large  areas 
of  such  lands  in  various  of  the  public-land  States,  and  as  upon  these  lands  In 
many  Instances  large  exi)enditures  have  already  been  made,  and  as  it  is  mani- 
festly for  the  public  good  that  there  should  be  some  provision  whereby  these 
lands  may  be  held  and  patented,  the  committee  believe  this  bill  should  pass. 

The  honorable  Commissioner  of  the  General  Land  Ofllce,  to  whom  the  bill 
was  referred,  states  that  there  Is  urgent  necessity  for  some  legislation  on  this 
subject,  and  in  this  view  the  Secretary  of  the  Interior  concurs.    The  bill  sim- 
ply provides  by  legislation  for  procedure  in  the  entry  and  patenting  of  these 
lands  along  the  lines  that  have  been  pursued  in  the  past  under  the  decisions 
of  the  General  Land  Office,  so  that  there  is  no  departure  whatever  from  the 
procedure  in  the  past  for  the  development  and  acquirement  of  such  properties. 
While  it  Is  quite  probable,  as  recited  by  the  honorable  Secretary  of  the  In- 
terior in  his  de<'ision  of  August  27,  1896,  the  provisions  of  the  placer  acts 
were  not  originally  intended  to  extend  to  lands  containing  mineral  oils,  the 
legislators  at  that  time,  possibly,  having  in  mind  only  metalliferous  minerals, 
and  the  exstence  of  petroleums  on  the  public  lands  being  at  that  time  not  gen- 
erally known,  it  is  nevertheless  true  that  the  provisions  of  these  acts  are  cal- 
culated to  aid  in  the  development  and  purchase  of  lands  of  this  character,  and 
their  provisions  having  been  extended  to  such  lands  in  the  past,  under  rulings 
of  the  Department  well  understood,  it  Is  entirely  proper  that  the  provisions  of 
these  acts  shall  now  be  extended  so  as  to  embrace  oil-bearing  lands. 

Mr.  Clay.  Nearly  two-thirds  of  the  prospectors  construed  the 
placer  law  as  applying  to  petroleum.  They  all  thought  that  all  is 
necessary  to  do  was  to  locate  a  claim  and  do  the  assessment  work. 

Mr.  Kaker.  Now,  on  the  same  question,  referring  to  locaters 
transferring  their  interests  before  discovery  of  oil,  or  before  the 
discovery  of  gold,  and  the  recognition  by  the  department  and  also 
by  Congress  that  that  was  absolutely  a  valid  transaction,  legislation 
which  has  only  incidentally  been  rererred  to,  an  act  of  March  1, 1911 
(36  Stats.,  1915),  to  show  that  that  was  in  the  mind  of  Congress,  in 
the  mind  of  the  committee  which  carried  out  the  provisions  of  the 
bill,  as  well  as  the  proper  interpretation  of  it,  I  desire  to  have  printed 
in  the  record  following  Mr.  Clay's  statement  the  reports  of  the  com- 
mittee of  the  House  and  the  committee  of  the  Senate  upon  this  bill, 
if  there  is  no  objection. 

47476—18 66 
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The  Chaibman.  Without  objection,  it  so  ordered. 
(The  papers  referred  to  follow:) 

Calendar  No.  1106.    Senate  Bcport  No.  1179.     Sizty-flret  Congress,  third  session. 

LOCATORS  OF  OIL  AND  GAB  LANDS. 

The  Committee  on  Public  Lands,  to  whom  was  referred  the  bill  (H.  R.  32344) 
to  protect  locators  In  good  faith  of  oil  and  gas  lands,  have  had  the  same  under 
consideration,  arid  with  certain  amendments  recommended  that  the  bill  do  pass. 

Amend  In  line  8,  page  1,  by  striking  out  the  words  **  to  a  "  at  the  end  of  said 
line. 

lAmend  in  lines  5  and  6,  page  2,  by  striking  out  all  In  said  lines  after  the 
word  "  of,"  in  line  5,  and  inserting  In  lieu  thereof  the  words  "  inception  of 
development  on  or  under  such  claim  withdrawn  from  mineral  entry." 

Since  1897  public  lands  containing  oil,  asphaltum,  etc.,  have  been  subject  to 
location  and  entry  under  the  placer  mining  laws.  Under  that  law  one  person 
may  locate  20  acres  or  eight  persons  acting  together  may  locate  160  acres  and 
treat  It  as  one  claim. 

In  the  development  of  oil  In  California  It  has  been  the  almost  universal  prao 
tlce  for  the  eight  locators  to  form  a  corporation  and  convey  their  claim  to  It 
This  avoided  any  complication  in  title  that  might  result  from  the  death  of 
either  of  the  joint  owners  and  also  made  it  more  convenient  to  invite  In  other 
capital  to  help  with  the  sinking  of  the  first  wells.  This  practice  was  not 
objected  to  by  the  department,  and  many  patents  were  issued  to  the  grantees 
of  the  locators. 

But  about  two  years  ago  the  department  had  occasion  to  examine  the  law 
very  critically  In  a  case  where  one  H.  H.  Yard  had  with  seven  associates 
located  a  very  large  amount  of  land  allege<l  to  contain  gold  but  covered  with 
good  timber.  The  seven  associates  conveyed  their  interests  to  Yard  before 
actual  discovery  of  gold  on  each  claim,  and  the  department  held  that  such 
conveyance  carried  no  title  to  the  land,  because  a  "  mining  claim  "  was  not  a 
real  claim  and  a  tangible  thing  capable  of  conveyance  till  actual  discovery 
of  the  mineral. 

This  new  Interpretation  of  the  law  found  numerous  oil  companies  with  claims 
on  which  they  had  expended  large  sums  of  money  in  drilling  for  oil — sometimes 
from  $20,000  to  $50,0(K) — ^but  where  they  had  taken  conveyance  from  the 
locators  before  actual  discovery  of  the  completion  of  the  first  well.  This  blH 
aims  to  relieve  these  companies  by  allowing  them  to  take  title  the  same  as  if  the 
conveyance  had  been  made  after  discovery. 

Tlie  bill  is  strongly  favored  by  the  department  as  an  act  of  simple  justice 
to  thousands  of  people  who  have  Invested  in  the  stock  of  these  companies,  and 
a  less  number  who  have  Invested  heavily  In  these  hazardous  enterprises.  In 
recently  deciding  adversely  the  application  for  patent  of  the  Bakei-sfield  Fuel 
&  Oil  Co.,  the  department  said  if  their  "interpretation  of  the  law  works  dis- 
advantageously  or  inequitably,  relief  should  be  secured  through  Congress,"  and 
In  view  of  the  situation  existing  the  department  has  already  called  the  attention 
of  Congress  to  the  facts,  and  recommended  remedial  legislation  In  favor  of 
those  bona-fide  locators  who  have  diligently  prosecuted  their  w^ork  to  fruition. 

The  views  of  the  department  with  reference  to  this  subject  will  be  found  in 
the  subjoined  correspondence,  more  particularly  In  the  letter  to  the  Committee 
on  Public  Lands  of  the  Senate. 


Department  of  the  Intebiob, 

January  16,  J91L 

^SiRs:  I  am  in  receipt,  by  your  recent  reference,  of  the  bll  (S.  1918)  to  pro- 
tect the  locators  in  good  faith  of  oil  and  gas  lands  who  shall  have  eflfecte<l  an 
actual  discovery  of  oil  or  gas  on  the  public  lands  of  United  States,  or  tlielr 
succes.9or8  In  interest,  for  Information  as  to  the  law  and  the  facts  In  relation 
thereto  and  for  such  suggestions  as  this  department  may  see  fit  to  offer. 

Because  of  the  conditions  peculiar  to  oil  and  gas  deposits,  which  commonly 
He  at  great  depths  in  the  earth  and  can  be  developed  only  by  extended  effort 
and  at  a  high  cost,  it  appears  that  Individuals,  In  associations  of  two  and 
upward,  have  In  the  past  in  great  numbers  of  cases  Initiated  placers  upon  sucb 
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lands  by  taking  such  steps  in  that  behalf  as  they  were  able,  but  minus  the 
all-iinportant  elements  of  discovery  and,  whenever  unable  to  proceed  further 
for  lack  of  means,  they  have  transferred  either  to  an  Individual,  or  to  an 
association  of,  perhaps,  fewer  persons,  or  to  a  corporation  by  whom  the  dis- 
covery and  development  have  been  accomplished.  This  procedure  appears  to 
have  been  the  result  of  what  was  reasonably  considered  to  be  competent  legal 
advice,  but  the  department's  interpretation  of  the  mining  law,  and  which  it  is 
constrained  to  regard  as  sound,  is  that  an  individual  transferee,  or  a  corpora- 
tion as  an  entity  in  legal  contemplation,  may  perfect  by  discovery  a  placer  of  no 
greater  area  than  either  could  originally  locate,  namely,  20  acres. 

It  Is  my  conviction  that  for  the  relief  of  those  cases  a  remedial  measure  is 
both  needed  and  deserved,  but  I  think  it  may  well  be  confined  to  existing  cases. 
I  therefore  recommend  that  the  bill  be  amended  by  striking  out  the  words  **  or 
hereafter  "  as  they  appear  in  line  6  on  page  1. 

It  is  observed,  too,  that  in  its  present  form  the  bill  is  much  broader  than  the 
withdrawal  act  of  June  25,  1010,  which,  by  the  first  proviso  of  the  second  sec- 
tion, recognizes  only  such  occupancy  and  diligent  exploration  as  has  preceded 
any  order  of  withdrawal  theretofore  and  thereafter  made,  while  the  pending 
bill  would  ignore  any  such  withdrawal  preceding  that  act,  although  ratified  and 
reiterated  by  the  President  thereunder.  I  therefore  respectfully  recommend 
that  the  bill  be  further  amended  by  striking  out  all  after  the  word  "with- 
drawal," in  line  10,  on  page  1,  to  and  Including  the  word  "  authority,"  In  line 
2,  on  page  2. 

With  these  amendments,  I  respectfully  recommend  that  the  bill  be  enacted 
into  law. 

Very  respectfully,  R.  A.  Balungee,  Secretary, 

The  Committee  on  Public  Lands. 

United  States  Senate. 


Depabtment  of  the  Interior, 
Office  of  the  Assistant  Attorney  General, 

W  ashing  ton,  February  5,  19 IJ. 

Sib  :  Replying  to  your  communication  of  this  date,  I  have  to  state  that  in  the 
opinion  of  the  department  the  suggested  amendment,  as  stated  therein,  will  Im- 
prove the  oil  remedial  bill,  H.  R.  32344.  The  necessity  Is  further  suggested  of 
striking  out  the  words  "  to  a,"  at  the  end  of  line  8,  in  order  to  carry  the  force 
of  the  adjective  "  qualified  "  over  to  the  word  "  corporation." 

The  proviso,  "  Provided,  hotoever,  That  such  lands  were  not  at  the  time  of  the 
inception  of  such  claim  and  of  development  thereon  or  thereunder  withdrawn 
from  mineral  entry,"  is  believed  to  have  all  the  force  Intended  to  be  given  to 
the  proviso  in  the  bill  as  passed  by  the  House.  The  House  proviso,  however, 
contains  the  words  "any  withdrawal,"  which  might  have  the  effect  (which,  it 
Is  believed,  was  neither  intended  nor  desired)  of  including  withdrawals  of  oil 
lands  "  from  agricultural  entry."  made  In  Wyoming  lands  as  early  as  1900,  and 
In  California  in  1907  and  1908.  Such  withdrawals  had  as  their  sole  purpose 
the  protection  of  the  oil  locator,  and  manifestly  lands  so  withdrawn  should  not 
be  excluded  in  any  degree  from  the  remedial  effect  of  this  legislation.  The 
qualification  accomplished  by  the  words  "  withdrawn  from  mineral  entry  "  thus 
becomes  necessary. 

The  suggested  wording  of  the  proviso  also  recognizes  the  inception  both  of 
the  claim  and  of  the  development  thereunder  as  essential  elements  in  the 
Inauguration  of  an  equity  by  the  oil-land  locator,  and.  It  is  believed,  fully  In- 
sures the  bona  fides  of  the  claimant  seeking  relief  under  this  legislation. 

The  bill  In  this  form  has  the  approval  of  the  department,  and  I  repeat  my 

expressions  of  conviction  contained  in  my  letter  of  January  16,  addressed  to 

your  committee,  that  the  remedial  measure  Is  both  needed  and  deserved,  with 

the  recommendation  that  the  bill  be  enacted  into  law. 

Very  respectfully,  / 

R.  A.  Ballinoer,  Secretary. 

Hon.  Frank  P.  Flint, 

United  States  Senate,  Washington,  D.  €. 
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Thb  Sbcbetaby  of  the  Intebios, 

Washington,  February  IJ^,  1911. 

My  Dear  Sknator:  Reply iiiK  to  your  letter  of  February  14,  1911,  submittint 
a  proposed  amendment  to  the  proviso  to  H.  R.  32344,  as  follows : 

"  Provided y  hotrever.  That  Huch  lands  were  not  at  the  time  of  the  InceptioD 

of  development  on  or  under  such  claims  withdrawn  from  mineral  entry  "— 

I  have  the  honor  to  advise  you  that  in  my  opinion  the  proposed  amended  provbo 

will  effect  the  same  end  contemplated  by  the  original  proviso,  and  I  have  do 

objection  to  offer  to  the  suggested  change,  which  emphasizes  the  fact  that  there 

must  have  been  development  initiated  upon  the  claims  prior  to  the  withdrawal 

in  order  that  they  shall  have  the  benefit  of  the  provisions  of  the  act. 

Very  respectfully, 

R.  A.  Baujngxb,  Secretarp, 

Hon.  Frank  P.  Flint, 

United  States  Senate. 


[84  L.  D.,  222.] 

RAKEKSFIELD   FUEL   AND   OIL   CO. 

[Decided  Jan.  19,  1011.] 

Placer  location — Oil  lands — Transferee, — ^A  placer  location  of  oil  lands  for  IGO 
acres,  made  by  eight  persons  and  subsequently  transferred  to  a  single  Indi- 
vidual, Invalid  because  not  preceded  by  discovery,  can  not  be  perfected  by 
the  transferee  upon  a  subsequent  discovery  to  the  full  area  so  located,  but 
only  as  to  2D  acres  thereof. 

Corporation — Regarded  as  entity  in  acquiring  public  lands, — ^A  corporation  in 
acquiring  title  under  the  public  land  laws  must  be  regarded  as  an  entitj 
with  no  greater  right  than  an  individual. 

Discovery — Prerequisite  to  initiation  of  title, — Discovery  of  mineral  Is  an  essen- 
tial prerequisite  to  initiation  of  title  under  the  mining  laws. 

Discovery  subsequent  to  location — Doctrine  of  relation. — ^While  discovery  of 
mineral  subsequent  to  location  of  a  mining  claim  is  sometimes  held  by  the 
Land  Department  to  relate  back  to  the  date  of  location,  where  there  was  no 
precedent  discovery,  the  doctrine  of  relation  can  not  be  invoked  to  the  dis- 
advantage of  intervening  adverse  claims,  nor  to  permit  anyone  to  secure 
more  land  by  indirect  means  than  may  be  done  directly. 

Pierce,  First  Assistant  Secretary: 

The  Bakersfleld  Fuel  and  Oil  Co.,  a  corporation  organized  and  existing  umk* 
the  laws  of  the  State  of  California,  appellant  herein,  applied  for  a  patent  to  the 
Pitney  No.  2  oil  placer  claim,  containing  160  acres,  situate  in  the  Vlsalla  (CaD 
land  district.  The  Commissioner  of  the  General  Land  Oflice  held  that  the 
company  could  secure  patent  to  only  20  acres  and  required  It  to  elect  which  30 
acres  it  would  take  and  to  cast  off  the  excess  of  140  acres,  basing  his  decisioo 
on  the  Yard  case  (38  L.  D.,  59).    The  company  has  appealed  to  the  deportment 

On  the  22d  day  of  June,  1899,  eight  persons  attempted  to  locate  said  160  acres 
of  land  as  a  single  oil  placer  mining  claim.  No  discovery  of  oil  or  other  mlnersi 
had  been  made.  During  the  month  of  August,  1899,  and  before  discovery,  all  of 
said  eight  persons  conveyed  their  so-called  claim  to  the  appellant  company, 
which  sunk  a  well  on  the  claim  and  actually  discovered  oil  in  paying  and  con>- 
mercial  quantities  on  the  25th  day  of  September,  1900,  at  a  depth  of  1,207  f^ 
No  oil  or  other  mineral  was  discovered  in  the  claim  prior  thereto. 

The  case  has  been  exhaustively  and  ably  argued  by  eminent  counsel  and  care- 
fully  prepared  briefs  have  been  filed.  The  law  of  the  case  is  within  narw* 
limits  and  was  clearly  announced  in  the  Yard  case,  supra,  that  a  placer  loca- 
tion of  160  acres,  made  by  eight  persons  and  subsequently  transferred  to  < 
single  individual  before  discovery,  can  not  be  perfected  by  the  transferee  upon 
a  subsequent  discovery  to  over  20  acres.  While  the  Yard  case  involved  v^i^ 
locations  for  gold  and  other  precious  minerals,  it  can  not  be  distinguished 
from  the  case  at  bar.  The  placer  law  was  applied  to  oil  lands  by  act  of  OHf 
gress  on  February  11,  1897  (29  Stat  L.,  526).  The  act  of  May  10,  1872,  carried 
into  the  Revised  Statutes  as  section  2381,  declares  that  no  placer  location  shall 
Include  more  than  20  acres  for  each  Individual  claimant.    This  is  a  limitation 
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upon  the  size  of  an  individual  claim.  The  department  has  frequently  held  that 
a  corporation  In  acquiring  public  lands  is  a  single  entity  and  has  no  greater 
right  than  an  Individual.  (Igo  Bridge  Extension  Placer,  38  L.  D.,  281,  and 
other  cases.) 

Discovery  of  mineral  Is  the  one  absolutely  necessary  prerequisite  to  the  initia- 
tion of  title  to  mineral  Iftnds  on  the  public  domain.  Until  discovery  is  made 
the  so-called  locators  hold  their  possession  by  sufferance  and  not  by  right ;  until 
discovery  is  made  they  acquire  no  interest  in  the  public  domain  and  have  noth- 
ing to  convey.  But  it  is  pressed  upon  our  attention  that  locations  are  fre- 
quently made  without  discovery  of  mineral  and  that  upon  discovery  the  claims 
relate  back  to  date  of  location.  It  is  true  that  the  department  often  recognizes 
the  validity  of  such  locations  by  relation,  but  the  doctrine  of  relation  has  never 
been  Invoked  to  the  disadvantage  of  intervening  adverse  claimants,  nor  to  permit 
anyone  to  secure  more  land  in  an  indirect  method  than  he  could  directly. 

Appellant  relies  upon  the  case  of  Miller  v.  Ghrlsman  (140  Oal.,  140),  in  which 
the  Supreme  Court  of  California  clearly  decided  adverse  to  the  doctrine  of  the 
Yard  case.  While  the  department  has  great  respect  for  the  decisions  of  the 
State  courts.  It  does  not  feel  bound  to  follow  them  at  all  times.  The  case  of 
Miller  V.  Chrlsman  was  carried  to  the  Supreme  Court  of  the  United  States  and 
there  affirmed  (197  U.  S.,  313).  A  careful  and  critical  examination  of  the 
opinion  of  the  Supreme  Court  of  the  United  States  convinces  the  department 
that  that  court  did  not  Intend  to  and  did  not  adopt  the  doctrine  laid  down  by 
the  Supreme  Court  of  California.  There  Is  no  suggestion  In  the  opinion  that 
would  warrant  any  such  conclusion.  It  turned  upon  another  point  that  the 
intervener  had  not  made  such  a  discovery  as  would  entitle  him  to  protection. 
We  do  not  regard  it  as  an  authority  in  the  case  at  bar. 

It  Is  pressed  upon  our  attention  that  the  method  pursued  by  the  appellant 
in  its  attempt  to  acquire  patent  to  public  oil  land  has  been  the  common  method 
in  use  in  California  for  many  years  and  that  many  patents  have  been  issued 
under  similar  circumstances.  This  is  the  first  time  the  question  has  been  pre- 
sented to  the  department  for  decision.  Whenever  a  new  question  Is  presented 
if  must  be  decided  upon  the  law,  and  if  the  Interpretation  of  the  law  works 
disadvantageously  or  Inequitably  relief  should  be  secured  through  Congress; 
and  in  view  of  the  situation  existing  the  department  has  already  called  the 
attention  of  Congress  to  the  facts  and  recommended  remedial  legislation  In 
favor  of  those  bona  fide  locators  who  have  diligently  prosecuted  their  work  to 
fruition.     The  decision  Is  affirmed. 


(House  of  Bepresentatlves  Beport  No.  2075.     Slzty-flrst  Congress,  third  session.     Union 

Calendar  No.  888.] 

The  Committee  on  the  Public  Lands,  to  whom  was  referred  the  bill  (H.  R. 
82844)  to  protect  locators  In  good  faith  of  oil  and  gas  lands,  have  had  the  same 
under  consideration,  and  with  certain  amendments  recommend  that  the  bill  do 
pass. 

Amend  line  13  by  striking  out  all  after  "  cases.  " 

Amend  by  adding  at  the  end  of  line  13  the  following : 

*' Provided,  hotcever.  That  such  lands  were  not  at  the  time  of  entry  into 
possession  thereof  covered  by  any  withdrawal. " 

Since  1897,  public  lands  containing  oil,  asphaltum,  etc.,  have  been  subject  to 
location  and  entry  under  the  placer-mining  law.  Under  that  law  one  person 
may  locate  20  acres,  or  eight  persons  acting  together  may  locate  160  acres  and 
treat  it  as  one  claim. 

In  the  development  of  oil  in  California  It  has  been  the  almost  universal  prac- 
tice for  the  eight  locators  to  form  a  corporation  and  convey  their  claim  to  it. 
This  avoided  any  complications  in  title  that  might  result  from  the  death  of 
either  of  the  Joint  owners,  and  also  mad«  it  more  convenient  to  Invite  in  other 
capital  to  help  with  the  sinking  of  the  first  wells.  This  practice  was  not  ob- 
jected to  by  the  department  and  many  patents  were  issued  to  the  grantee  of  the 
locators. 

But  about  two  years  ago  the  department  had  occasion  to  examine  the  law 
very  critically  in  a  case  where  one  H.  H.  Yard  had  with  seven  associates  located 
a  very  large  amount  of  land  alleged  to  contain  gold,  but  being  covered  with 
pood  timber.  The  seven  associates  conveyed  their  interests  to  Yard  before 
actual  discovery  of  gold  on  each  claim,  and  the  department  held  that  such  con- 
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veyances  carried  no  title  to  the  land,  because  a  '*  mining  claim  '*  was  not  a 
r'^nl  riotrn  and  a  tangible  thing  capable  of  conveyance  till  actual  discover;  of 
tbe  mtneraU 

Til  s  I  ew  interpretation  of  the  law  found  numerous  oil  companies  with  clainB 
on  which  they  had  expended  large  sums  of  money  in  drilling  for  oil — sometimes 
from  $20,000  to  $50,000 — but  where  they  had  taken  conveyance  from  the  locators 
before  actual  discovery  or  the  completion  of  the  first  well.  This  bill  alms  to 
relieve  these  companies  by  allowing  them  to  take  title  the  same  as  if  the  con- 
vey n  nee  had  been  made  after  discovery. 

The  bill  is  strongly  favored  by  the  department  as  an  act  of  simple  Justice  to 
thousands  of  people  who  have  invested  In  the  stock  of  these  companies  and  a 
less  number  who  have  invested  heavily  in  these  hazardous  enterprises.  In 
recently  deciding  adversely  the  application  for  patent  of  the  Bakersfield  Fuel 
&  Oil  Co.,  the  department  said :  *'  If  their  interpretation  of  the  law  works  dis- 
advantageously  or  inequitably,  relief  should  be  secured  through  Congress :' 
and  in  view  of  the  situation  existing  the  department  has  already  called  tbe 
attention  of  Congress  to  the  facts  and  recommended  remedial  legislation  ia 
favor  of  those  bona  fide  locators  who  have  diligently  prosecuted  their  work  to 
fruition. 

The  views  of  the  department  with  reference  to  this  subject  will  be  found  la 
the  subloined  correspondence,  more  particularly  In  the  letter  to  the  Committee 
on  Public  Lands  of  the  Senate. 


SBCRETABY  of  the  iNTESmB, 

Washington,  D.  C,  January  SO,  191L 

Sir:  Receipt  is  acknowledged  of  your  communication  of  January  24,  1911, 
advising  that  while  it  seems  to  be  the  Judgment  of  your  committee  that  legis- 
lative relief  on  the  so-called  Yard  decision  should  be  accorded,  you  believe  It 
exceedingly  important  that  legislation  looking  to  that  end  should  not  raise 
other  questions,  and  accordingly  submit  tentative  draft  of  the  proposed  sub- 
stitute for  H.  R.  31437,  which  you  believe  will  accomplish  that  result,  with  the 
informal  request  for  the  department's  view  as  to  the  construction  of  the  lan- 
guage of  said  tentative  draft. 

The  department  has  heretofore  submitted  Its  view  to  the  Senate  Conunittee  on 
Public  Lands  with  reference  to  legislation  on  this  subject  and  adheres  to  the 
same,  but  limiting  this  communication  strictly  to  the  effect  of  a  law  In  the  terms 
of  said  tentative  dm  ft,  I  have  to  state  that  it  would  accomplish  relief  from  the 
Yard  decision  without  limitation  In  so  far  as  oil  locations  hitherto  made  are 
concerned. 

R.  A.  Balungeb,  Secretary. 
Very  respectfully, 

Hon.  F.  W.  MONDELL, 

Chairman,  Committee  on  the  Public  Lands, 

House  of  Representatives. 


Depabticent  of  the  Interiob, 

January  16,  IBIL 

Sib:  I  nm  in  receipt,  by  your  recent  reference,  of  the  bill  (S-.  9818)  to  pro- 
tect the  locators  in  good  faith  of  oil  and  gas  lands  who  shall  have  effected  an 
actual  discovery  of  oil  or  gas  on  the  public  lands  of  United  States,  or  their 
successors  In  Interest,  for  Information  as  to  the  law  and  the  facts  in  relation 
thereto  and  for  such  suggestions  ns  this  department  may  see  fit  to  offer. 

Because  of  the  conditions  peculiar  to  oil  and  gas  deposits,  which  commonly 
lie  at  gi*eat  depths  In  the  earth  and  ^an  be  developed  only  by  extended  effort 
antl  at  a  high  cost,  it  appears  that  individuals,  in  associations  of  two  and  np- 
ward,  have  In  the  past  in  great  numbers  of  cases  Initlted  placers  upon  such  lands 
by  taking  such  steps  in  that  behalf  as  they  were  able,  but  minus  the  all-im- 
portant elements  of  discovery  and,  whenever  unable  to  proceed  further  for  laek 
of  means,  they  have  transferred  either  to  an  Individual,  or  to  an  association  ot 
perhaps,  fewer  persons,  or  to  a  corporation,  by  whom  the  discovery  and  de- 
velopment have  been  accomplished.  This  procedure  appears  to  have  been  the 
result  of  what  was  reasonably  considered  to  be  competent  legal  advice,  but  the 
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department's  interpretation  of  the  mining  law,  and  which  It  is  constrained  to 
regard  as  sound,  is  that  an  individual  transferee,  or  a  corporation  as  an  entity 
In  le^nl  contemplation,  may  perfect  by  discovery  a  placer  of  no  greater  area 
than  either  could  originally  locate,  namely,  20  acres. 

It  is  my  conviction  that  for  the  relief  of  those  cases  a  remedial  measure  is 
both  needed  and  deserved,  but  I  thinlf  it  may  well  be  confined  to  existing  cases. 
I  therefore  recommend  that  the  bill  be  amended  by  striking  out  the  words  "  or 
hereafter  "  as  they  appear  in  line  6  on  page  1. 

It  is  observed,  too.  that  in  its  present  form  the  bill  is  much  broader  than  the 
withdrawal  act  of  June  25,  1910,  which,  by  the  first  proviso  of  the  second 
section,  recognizes  only  such  occupancy  and  diligent  exploration  as  has  pre- 
ceded any  order  of  withdrawal  theretofore  and  thereafter  made,  while  the 
pending  bill  would  Ignore  any  such  withdrawal  preceding  that  act,  although 
ratified  and  reiterated  by  the  President  thereunder.  I  therefore  respectfully 
recommend  that  the  bill  be  further  amended  by  striking  out  all  after  the 
word  "  withdrawal,*'  In  line  10  on  page  1,  to  and  Including  the  word  "  author- 
ity," in  line  2  on  page  2. 

With  these  amendments,  I  respectfully  recommend  that  the  bill  be  enacted 
Into  law.    . 

Very  respectfully,  R.  A.  Ballingeb,  Secretary. 

The  Cohhittee  on  Public  Lands, 

United  States  Senate, 

Mr.  Taylor.  Mr.  Chairman,  in  accordance  with  permission  here- 
tofore granted  me  by  this  committee  I  desire  to  introduce  in  the 
record  some  additional  data  in  regard  to  possible  oil  shale  develop- 
ment, as  follows: 

Salt  Lake,  Utah,  February  26,  1918, 
American  Mining  Congress, 

7-fjJ  Munscy  Building,  Washington,  D,  C. 

At  a  largely  attended  meeting  of  Salt  Lake  mining  men  interested  in  oil, 
oil  shale,  and  oil  saturated  sand  deposits  of  Utah  at  the  offices  of  the  Utah 
chapter,  Amerlcnn  Mining  Congress,  this  afternoon,  it  was  unanimously  voted 
to  Indorse  the  following  resolution  recently  acted  upon  In  Denver,  with  the  addi- 
tion of  the  words  "and  other  oll-benrlng  formation"  after  the  words  "shale 
lands  **  in  the  last  paragraph.  Also  It  was  voted  to  aslc  you  to  use  your  best 
efforts  in  prevailing  upon  Senators  and  Representatives  from  Utah,  Colorado, 
Wyoming,  and  Nevada  to  use  their  influence  In  having  excluded  from  the  bills 
now  pending  the  exceptions  noted  in  the  last  paragraph  of  these  resolutions,  so 
that  the  new  industry  of  mining  and  treating  the  exposed  deposits  oil  shales 
and  oil  sands  may  not  be  throttled  In  its  infancy.  The  oil-mlnlng  interests  are 
to  meet  again  on  Friday  and  organize  under  the  by-laws  of  the  American  Min- 
ing Congress  a  section  devoted  to  the  welfare  and  interests  of  Utah  with  respect 
to  the  newest  feature  of  the  mining  industry  of  this  country. 

"  Whereas,  it  has  come  to  the  attention  of  the  companies,  individuals  interested 
in  the  development  of  the  oil-shale  industry  in  Utah,  that  the  provisions  of  the 
Walsh-Pittman  and  Ferris  bills  now  before  Congress  may  be  coustmed  as 
including  the  method  of  acquiring  title  to  oil  shale,  shale  lands ;  and 
"  Whereas,  the  oil-shale  industry  is  Just  now  in  its  first  stages  of  development 
and  will  require  exceedingly  large  sums  of  money  (in  no  instance  less  than 
$500,000)  and  considerable  time  in  experiments  yet  to  be  worked  out;  and 
"  Whereas  it  is  very  necessary  at  this  time  not  to  prejudice  the  efforts  of  thom 
engaged  in  promoting  this  industry,  which  is  a  manufacturing  industry,  rather 
than  mining,  with  a  view  to  obtaining  oil  so  much  needed  at  this  time  and  In 
the  immediate  future;  be  it  therefore 

"  Resolved,  That  the  Bureau  of  Mines  and  the  Interior  Department  at  Wash- 
ington be  prevaile<l  upon  to  request  Congress  to  specifically  except  from  the 
provisions  and  operations  of  said  bills  oil-shale  lands  and  other  oll-bearlng 
formation  requiring  development  by  mining  or  quarrying  Instead  of  drilling." 

W.  H.  Child,   Chairman. 
A.  V.  Taylor,  Secretary. 
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The  Gakfield  County  State  Bank, 
Grand  Valley,  Colo.,  February  IS,  191$. 
Hon.  Edwabu  T.  Tatix>b, 

Washington,  D.  C, 

Dear  Ed.  :  Referring  to  the  Inclosed  letter  from  Joseph  Bellia,  wish  to  sttse 
he  has  given  you  the  absolute  facts  in  the  matter,  and  personally  this  oil  shafe 
should  be  excluded  in  this  legislation,  as  it  is  not  strictly  oil,  but  Is  a  manc- 
facturing  enterprise,  in  its  Infancy,  that  means  much  to  Garfield  County  aci 
the  whole  State,  and  if  this  legislation  is  passed,  it  will  surely  kill  It  BfjseL' 
and  my  friends  hold  some  of  this  oil-shale  acreage,  and  do  not  think  we  shoaM 
be  practically  he  held  back  from  developing  and  enterprise  that  will  help  uphe^J 
our  county  and  State. 

Now,  any  information  that  you  may  need  to  help  defeat  this  bill,  please  wire 
me  at  my  expense,  and  the  same  will  go  forward  at  once. 

With  kind  personal  regards,  I  am. 
Very,  truly  yours, 

J.  J.  CoNNELL,  Vice  Pretideni. 


Thi  Grand  Valley  Commercial  Club. 
Oranc  Valley    Colo.,  February  IS,  19i!i 
Hon.  Edward  T.  Taylor, 

House  of  Representatives,  Washington,  D,  C. 

My  Dear  Sir:  In  reference  to  the  reported  legislation  now  pending  before 
Congress  in  reference  to  including  oil  shales  under  the  petroleum  regnlatioo^  or 
the  failure  to  specifically  exclude  shales  from  said  regulations,  I  respectfully 
state : 

These  shales  are  not  the  kind  or  character  of  land  that  the  amendment  to  tbe 
placer  act  of  February  11,  1897,  was  intended  to  cover.  The  situation  that 
brought  about  this  amendment  was  the  ruling  of  the  General  Land  Office  as4 
the  decision  of  the  Secretary  of  the  Interior  that  oil  (petroleum)  was  not  i 
mineral  within  the  meaning  and  intent  of  the  original  placer  act,  notwlthstaul' 
ing  large  acreages  of  oil-bearing  land  had  previously  been  exploited  and 
patented  from  the  public  domain.  These  decisions  were  afterwards  revised, 
but  it  caused  to  be  hurriedly  rushed  through  Congress  the  above  referred-to 
amendment.  The  meaning  and  purport  of  this  rather  ambiguous  section  hss 
already  been  adjudicated  in  some  of  the  State  courts  and  It  refers  to  Urnds 
that  are  oil  bearing  and  to  acquire  which  wells  must  be  drilled  or  sunk. 

Our  shales  are  at  the  surface  and  In  plain  sight.  Chemical  analysis  (whicb 
we  call  a  wet  assay)  will  show  a  negligible  amount  of  oil,  but  large  percentage 
of  various  dry  hydrocarbons,  which  can  be  turned  into  oil,  parafFine,  and  sus- 
monla  sulphates,  etc.,  by  the  proper  application  of  the  proper  amount  of  heat 

Wrong  processes  of  treatment  (and  I  regret  exceedingly  that  several  snds 
plants  are  already  In  course  of  construction )  will  destroy  the  valuable  oils  and 
by-products  and  leave  the  result  of  the  whole  effort  so  far  as  oil  Is  concerned 
with  practically  a  burnt-np  oil  content  that  will  have  little  or  no  commerdfll 
value.  But  this  young  giant  of  an  Industry  that  Is  just  awakening  Into  life 
we  hope  will  survive  the  follies  of  a  few  mistaken  operators. 

The  point  I  want  to  call  particularly  to  your  attention  is  the  fact  that  oor 
shales  are  not  **oil "  within  the  meaning  of  the  oil  amendment  to  the  placer  act 
Just  referred  to.  We  are  forced  to  mine  these  shales,  crush  them  to  proper 
size,  and  transport  them  to  a  mill  or  plant  convenient  to  proper  amount  of 
water,  where,  with  the  aid  of  machinery  from  10  to  30  per  cent  thereof  (varr- 
Ing  in  amount  of  content  of  dry  solid  hydrocarbons),  are  manufactured  into 
what  we  call  crude  oil,  as  one  of  the  products,  but  containing  many  elements 
that  our  "well  crudes'*  do  not  contain. 

In  this  first  step  of  manufacture  we  get  off  two  products,  nitrate  water  (trtikfc 
is  precipitated  into  ammonia  sulphates)  and  the  crude  oil  which  is  too  beavT 
to  flow  in  pipes  at  summer  time  temperatures  without  added  heat  because  d 
the  heavy  content  of  high  heat  point  melting  paraffine  wax.  Paraf&nes  fnna 
oil  well  crudes  melt  down  at  from  112*  to  118**  F.,  and  are  cracked  up  Into 
gasoline,  but  the  paraffine  of  our  shales  will  stand  a  heat  of  from  135*  to  140' 
and  are  too  valuable  to  crack  up  into  motor  spirits. 

In  the  spent  shales  at  the  tail  end  of  our  first  manufacturing  step  (whicb 
is  the  reducing  plant)  there  are  a  number  of  commercial  products  that  can  be 
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i«claimecl  profitably,  and  at  the  refinery  end  of  the  system  tbere  are  still  other 
rather  unusual  products,  among  them  being  a  substitute  for  rubber. 

I  respectfully  advise  that  we  can  take  the  entire  crude-oil  product  from  our 
reduction  plant,  and  instead  of  refining  It  put  it  through  a  system  of  vulcaniza- 
tion and  produce  a  splendid  rubber  sutetitute,  both  hard  and  soft  rubber.  From 
this  said  crude-oil  product  we  will  make  a  most  superior  shoe  sole  and  solid 
rubber  automobile  tire.  To  confound  such  a  product  with  ordinary  crude  pe- 
troleum regulations  would  absolutely  kill  off  the  Industry  and  "  hamstring  **  it 

These  features  are  mentioned  so  that  it  will  better  enable  you  to  appreciate 
the  point  that  I  desire  to  make  and  res];)ectfully  bring  to  your  attention  and 
to  the  attention  of  Ck)ngress  and  the  Interior  Department,  to  wit :  We  are  min- 
ing shales,  earth,  and  rock  and  manufacturing  them  by  aid  of  machinery  and 
proper  processes  into  various  commercial  products,  one  of  which  can  be  high- 
grade  oil,  provided  the  method  of  manufacture  is  properly  conducted. 

These  deposits,  where  advantageously  situated  as  to  economical  mining — 
water,  timber,  and  transportation — are  going  to  be  valuable.  In  this  district 
(Parachute  Greek)  we  know  that  there  Is  a  rich  strata  varying  in  thickness 
from  12  to  80  feet  that  will  yield  good  profits.  But  this  is  the  result  of  several 
years  of  concentrated  work  and  great  expense  in  an  effort  to  work  out  proper 
methods  of  treatment.  In  this  diijtrlct  (Parachute)  there  will  be  not  less  than 
three  plants  (with  large  tonnage  capacity)  built  this  coming  summer,  but 
to  handicap  the  enterprlFe  with  heavy  royalties  and  other  severe  penalties  pri- 
marily intended  to  regulate  crude  petroleum  will  absolutely  kill  off  all  private 
enterprise  and  individual  effort  and  annul  what  has  already  been  accomplished 
at  great  cost  and  much  work  and  sacrifice. 

This  oil-shale  industry  is  strictly  a  mining  proposition,  coming  wittdn  the  pur« 
view  and  intent  of  the  original  placer-mining  acts.  To  confuse  and  confound 
it  by  statutory  regulations,  with  oil  that  is  drilled  for  and  taken  from  tiie  earth 
in  liquid  crude  condition  would  border  on  the  ridiculous,  if  statutory  regulations, 
such  as  are  now  reported  to  be  pending  before  Congress,  should  be  enacted  into 
law. 

I  have  advised  all  locators  with  whom  I  have  talked,  to  acquire  title  under 
the  original  placer-mining  act  and  I  have  flurther  been  of  the  opinion  that 
locators  that  claim  hydrocarbon  shales  only  and  specifically  under  the  pro- 
visions of  chapter  216,  29  United  States  Statutes  at  Large,  626  (which  is  the 
Feb.  11,  1897,  amendment,  commonly  known  as  the  petroleum  amendment), 
are  not  as  strong  as  they  should  be  and  in  the  end  may  have  considerable  trouble 
to  maintain  and  defend  their  title  irrespective  of  the  present  pending  legislation. 

I  have  spent  six  years  at  this  business  and  with  the  help  of  the  best  scientific 
brains  that  I  have  been  able  to  secure,  have  naturally  acquired  considerable 
information  that  is  reliable.  Anything  that  I  have  of  such  character  I  shall  be 
only  too  glad  to  put  in  your  possession. 

In  the  meantime  I  beg  to  remain. 
Tours,  most  respectfully. 

JOSKPH  Belus. 

^  Denver,  Coijo.,  February  18,  1918. 

Hon.  E.  T.  Taylob, 

Wiuhington,  D.  C, 

Fbiend  Taylor  :  I  have  Just  read  an  article  printed  In  this  morning's  paper, 
concerning  your  letter  to  Commissioner  Carroll  bearing  upon  the  oil-shale 
situation.  I  called  Carroll  up  and  had  a  talk  with  him  about  it,  and  action 
will  probably  be  taken  early  next  week  for  a  meeting  to  determine  cooperative 
action  toward  heading  off  such  character  of  legislation  which,  if  enacted,  will 
Kill  the  oil-shale  industry  in  the  West  before  it  really  will  get  started. 

Take,  for  instance,  the  oil-shale  company  with  which  I  am  associated.  Act- 
ing in  good  faith,  a  group  of  individuals  located  lands,  organized  a  company, 
P^^ormed  all  necessary  work,  raised  money,  and  paid  for  a  distillation  plant 
which  is  now  on  the  ground,  ready  to  assemble  and  operate  as  soon  as  tlie 
weather  will  permit.  Is  it  possible  that  the  Government  will  take  such  a 
narrow,  unjust,  and  illogical  position  against  honest  enterprise,  where  people 
nave  risked  their  money  in  good  faith  to  build  up  a  new  industry  so  vital  to 
tne  welfare  of  the  whole  country? 

Is  pioneer  enterprise  wholly  to  be  disregarded  and  throttled?  Is  it  possible 
to  enlist  capital  in  an  as  yet  untried  enterprise  in  this  country  under  conditions 
or  royalty  and  no  possibility  of  title?    Bvery  sensible  person  knows  that  it  is 
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impossible  to  interest  capital  under  any  sach  conditions,  and  farther,  tk 
margins  of  profit  in  oii  shale,  as  yet  undetermined  and  unrealized  in  this  c«a- 
try,  could  not  possibly  withstand  a  royalty  tax  of  12^  per  cent  on  gross  outpst 
and  a  leasing  charge  in  addition.  This  ultraconservationist  doctrine  ootrjskb 
socialism  in  its  Crovernment  ownership  and  control  policy,  and  is  an  ootnus 
against  the  West,  retarding  its  development,  and  is  a  mistaken  policy  whkl 
in  the  long  run  will  operate  against  the  welfare  of  the  whole  United  States. 

I  can  not  believe  that  our  national  administration  is  in  favor  of  a  policy  or 
a  law  which  will  kill,  rather  than  build  up,  an  industry  so  tremendously  vitsl 
as  is  oil  to  the  whole  United  States  for  with  an  existing  shortage  of  prndse' 
tion  under  consumption  oil  shale  is  the  only  source  of  salvation  with  re^ 
to  adequate  supply,  which  the  world  to-day  has  to  rely  upon. 

I  trust,  therefore,  that  you  and  every  Western  Senator  and  Congressn^ 
will  do  everything  in  your  power  to  save  the  situation. 

With  personal  esteem,  I  am. 
Yours,  very  truly, 

E.  R  Dbach. 


Gypsum,  Colo.,  February  9,  IM 
Hon.  Edwabd  T.  Tatlos, 

House  of  BepresentatiV€»f  Washington,  D,  C. 

Friend  Ed  :  I  greatly  appreciate  the  staunch  support  you  are  givin;;  the  *^3 
land  locator  and  prospector  in  re  the  leasing  bill  now  before  your  Public  Laods 
Ck)mmittee.  There  is  more  oil  land  area,  including  shale,  etc.,  within  your  dis- 
trict than  any  other  section  of  the  West  At  this  time  there  is  some  activity  U 
vicinity  of  Wolcott,  locating  oil  placer  claims,  and  also  at  Thompson's  Spring 
west  of  Grand  Junction,  between  the  Grand  and  Greene  Rivers.  Many  of  oar 
Western  slope  people  are  stockholders  in  oil  companies  operating  in  WyomiD?. 
Colorado,  and  Utah. 

On  returning  from  the  East  the  first  of  the  month  I  was  greatly  surprised  t^J 
find  how  interested  our  people  are  in  the  leasing  bill  controversy.  The  bill  a* 
passed  by  the  Senate  seems  to  be  fairly  satisfactory,  but  could  Just  as  well  ha« 
been  more  liberal,  which  would  encourage  more  rapid  development  Of  cow* 
the  relief  sections  16  and  17  are  of  vital  importance  to  the  prospector  to  &■ 
courage  active  development 

I  believe  17  should  be  more  liberal  as  to  acreage  and  that  the  general  pn*- 
visions  of  the  bill  concerning  the  acreage  to  be  held  by  one  individual  or  c(^ 
pany  should  be  liberalized  so  that  an  interest  in  a  company  which  beUl  the 
prescribed  acreage  would  not  prevent  one  from  being  interested  In  anothef 
field.  If  this  feature  is  not  eliminated  It  might  eliminate  capital  for  oil  enter- 
prises. Furthermore,  if  the  acreage  which  may  be  held  is  so  defined  as  to 
permit  a  company  to  operate  In  several  fields  at  the  same  time,  then  the  preseit 
development  in  Wyoming  will  continue.  If  this  acreage  limit  Is  left  in  its 
present  form  oil  operations  may  necessarily  cease  for  a  lack  of  capital  to  ^ 
velop  them. 

Wishing  you  all  success. 

Your  friend,  Ed  Slaughtix 


Eagus,  Colo.,  February  S,  t91i 
Hon.  E.  T.  Taylok, 

House  of  Representatives,  Wfhshington,  D,  C. 

My  Dear  Friend  :  It  gives  me  pleasure  to  note  by  the  papers  that  yon  ^ 
coming  out  In  the  face  of  the  opposition  for  the  Walsh-Pittman  bill  as  a  bass 
for  oil  legislation ;  that  you  have  lived  up  to  the  expectation  of  your  friends. 

As  a  whole  we  favor  the  bill  as  passed  by  the  Senate,  those  amendmeD^ 
however,  suggested  by  the  oil  men  of  Colorado,  one  to  section  17  and  the  otoff 
to  the  general  leasing  provisions  of  section  22,  liberalizing  the  llmltatlonjj 
the  acreage  to  be  held,  should  be  Included  In  the  bill.  There  is  no  reason  vti' 
these  should  not  be  adopted  now  so  as  to  make  the  bill  a  practical  one, 
thus  Insure  continuous  development  of  the  Wyoming  and  Colorado  fields. 

I  will  appreciate  anything  which  you  may  do  in  this  regard. 

With  kindest  regards. 

Yours,  very  truly,  Chas.  McBu^ 
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CoLLBRAN,  OoLO.,  February  22, 1918. 
Hon.  Edwabd  T.  Taylob, 

House  of  Rerpesentaiives,  Washington,  D.  C. 

I>EAB  Sib:  There  is  much  anxiety  nmonf?  the  people  in  Colorado,  and  e»pe- 
cfally  western  Colorado,  over  the  possibility  of  Congress  passing  a  law  which 
may  prove  detrimental  to  the  early  development  of  the  shale  deposits  in  this  vm] 
other  Western  States. 

Up  to  this  time  I  have  not  been  able  to  get  such  information  on  t!'e  pendin;; 
bills  as  would  lead  me  to  a  definite  conclusion  with  reference  to  the  proposed 
measures  in  the  House  and  Senate.  Until  we  know  the  full  scope  of  these  bills 
and  have  a  pretty  good  idea  of  the  sentiment  of  Congress  relative  to  the  coming 
Industry,  and  then  have  an  opportunity  to  get  together  ourselves,  I  will  not  be 
prepared  to  say  what  the  combined  shale  interests  want  or  what  plan  of  action 
may  be  decided  upon  at  a  later  date.  You  may  therefore  accept  what  T  have  to 
say  as  being  largely  my  own  opinion.  There  are  a  few  things,  however,  which 
seem  very  clear  to  me  and  have  on  important  bearing  on  the  whole  matter. 

The  production  of  oil  from  shale  is  a  new  thing  in  this  country.  Its  develop- 
ment will  require  large  capital.    Shale  oil  and  the  by-products  are  essential. 

The  Government  should  foster  development  rather  than  tax  it.  It  is  a  busi- 
ness of  vastly  more  importance  than  the  casual  observer  can  understand. 

To  allow  shale-bearing  lands  to  go  to  patent  would  be  an  inducement  to 
capital. 

Most  of  the  locators  are  men  of  small  means;  they  could  manage  to  tlo  the 
assessment  work  and  thereby  acquire  title  in  due  course,  whereas  they  could  not 
command  funds  with  which  to  operate  a  lease. 

If  the  lease  and  royalty  sjstem  should  become  a  law,  it  would  require  actual 
experience,  continuing  over  several  years  perhaps  to  determine  the  i>ercentage 
the  business  could  afford. 

If  a  favorable  law  can  be  passed  by  this  Congress  dealing  with  shale  only,  I 
think  it  would  meet  with  hearty  approval.  If  it  appears  that  this  can  not  be 
accomplished,  the  pending  measures  should  be  amended  to  exclude  shale  land 
in  specific  terms,  so  that  locators  can  proceed  with  assessment  work  this  year 
tinder  the  rules  governing  placer  claims,  as  they  have  started  out  to  do.  The 
serious  objection  to  this  is  that  the  placer  regulations  do  not  flt  tK>  case,  and 
until  there  is  a  law  defining  what  constitutes  assessment  on  shale  claims,  or  the 
Interior  Department  makes  an  arbitrary  ruling  in  the  matter,  locators  will  not 
only  be  in  danger  of  losing  their  time  and  money  .expended  on  such  work  but 
may  lose  what  rights  they  may  have  acquired  up  to  this  time. 

Shale  deposits  are  located  in  high  altitudes.  Time  in  which  work  can  be 
done  in  the  open  is  comparatively  short,  so  you  will  see  the  importance  of 
decision  at  the  earliest  date  possible. 

In  the  interest  of  early  development  and  by  reason  of  the  large  area  Involved, 
it  occurs  to  me  that  whether  it  be  lease  or  patent  the  law  should  be  liberal  on 
the  allotment  to  individual  or  company. 

While  the  above,  as  I  state<l.  are  largely  my  own  views,  I  feel  quite  sure  they 
are  in  accord  with  the  majority  in  this  locality. 

I  may  add  that  your  friends  are  confidently  looking  to  you  in  this  matter. 
I  will  be  glad  to  act  upon  any  suggestion  you  may  feel  disposed  to  make. 
Respectfully, 

Wm.  Pobteb. 


[Bocky  Mountain  News,  Denver,  Colo.,  Sunday,  Mar.  10,  1918.1 

CoLOBADO  Oil  Shales  Declared  Richest  in  World — 25,000.000,000  Barrels 
OF  Crude  Product  are  Locked  in  Beds  of  State  Rock. 

The  oil-shale  posslbililiefi  in  Colorado,  and  the  history  of  that  Industry  In  Scotland,  with 
comments  upon  the  different  methods  of  extrnctloa  the  product  from  the  beds  of  rock 
in  which  the  oil  exists,  hare  been  Investigated  by  Victor  C.  Alderson,  presfdent  of  the 
Befool  of  Mines  st  Golden.  Mr.  Alderson  has  put  his  findings  In  an  extended  report, 
which  ia  appended. 

Bt  Victor  C.  Aldirson. 

Oil  shale  virtually  contains  no  oil  as  such.    It  Is  a  shaly  deposit  from  which 
petroleum  Is  obtained  by  distillation.     In  appearance  the  shale  is  black  or 
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brown  black,  but  on  weathered  surfaces  It  Is  white  or  gray.  It  Is  tough,  but» 
in  thin  sections,  friable.  When  broken  to  a  fresh  surface,  It  may  give  an  odor 
like  petroleum.  Thin  rich  pieces  may  burn  with  a  sooty  flame.  Oil  shale  is  one 
of  a  long  list  of  natural  deposits  which  result  from  (he  deposition  of  organic 
matter  from  plants  or  animals  of  a  former  geological  era — like  anthracite, 
bituminous,  and  brown  coal,  i)eat,  petroleum,  and  nsphaltum.  Beds  of  oil  shale 
were  laid  down  In  lagoons,  or  wide  expanses  of  quiet  water.  They  contain  a 
large  amount  of  organic  matter — low  plant  forms  of  life,  like  algae — ^also 
pollen  flsh  s<*nles,  insects,  and  remains  of  animal  and  vegetable  life  sometimes 
changed  beyond  recognition. 

WORK   DONE   IN    SCOTLAND. 

1).  K.  Sleunrt,  in  Economic  Geology,  describes  briefly  the  equipment  of  Scotch 
shale  works  as  follows :  "  In  a  Scotch  oil  works  there  are  the  great  benches  of 
shale  retorts  sometimes  more  than  60  feet  high,  with  the  great  stacks  of  nu- 
merous series  of  3-Inch  pipes,  30  or  40  feet  high,  for  air  condensers.  There  is 
the  three-story  high  sulphate  of  ammonia  house,  with  its  high  column  stills;  the 
acid  satunitors  for  the  ammonia,  vacnimi,  or  other  evaporator  for  the  sulphate 
from  the  recovered  sulphuric  acid  of  the  refinery,  centrifugal  driers,  storing 
bins,  and  grinding  mills.  In  the  refining  departments,  the  stills  are  small  and. 
on  account  of  the  repeated  distillations,  very  numerous.  The  washers  for 
vitriol  and  soda  are  many  and  there  are  coolers,  refrigerators,  filter,  and  hy- 
draulic plate  presses  for  the  separation  of  the  heavy  oil  and  solid  paraffin ;  alsso 
great  sweating  houses  for  the  paraffin  refining  and  candle  works,  sulphuric  acid 
making  plants  and  acid  recovery  plant;  engineer's.  Joiner's,  and  plumber's 
shops — a  very  large  and  varied  collection  of  apparatus  covering  much  ground, 
so  that  for  a  comparatively  small  production  there  is  a  very  large  and  expensive 
plant.    A  conspicuous  feature  of  oil  works  is  the  great  hills  of  spent  shale." 

PRESENT  OUTPUT. 

The  present  output  of  shale  Is  approximately  3,500,000  tons  annually,  value<l 
at  $15,000,000.    In  the  various  parts  of  the  industry  12,500  men  are  employed. 

Dividends  paid  by  the  larger  of  the  Scotch  companies  in  the  past  80  years 
range  from  5  to  50  per  cent  yearly. 

In  1882  the  net  profit  on  jeach  ton  of  shale  treated  in  Scotland  was,  on  the 
average,  89  cents.  In  1897  the  profit  was  50  cents.  In  1909  the  cost  of  mining 
and  manufacturing  was  $2.06  a  ton  and  the  net  profit  was  83  cents  a  ton. 
The  oil  shales  of  Colorado  belong  in  the  Green  River  (eocene)  formation,  EHse- 
where  they  are  found  in  the  cretaceous,  devonian,  and  carboniferous.  In  recent 
geologic  time  this  oil  shale  region  of  Colorado  was  an  extensive  plateau  through 
which  the  Grand  River  and  Its  tributaries,  Kimball,  Conn,  and  Parachute 
Creeks,  have  cut  valleys  to  a  depth  of  3,000  or  more  feet.  On  either  side  of  the 
Ftreams  are  now  exposed  great  beds  of  shale — even  mountains  of  it. 

At  the  present  time  no  deep  development  work  has  been  done  and  no  commer- 
cial extraction  of  the  oil  accomplished.  As  a  result  we  have  no  exact  knowledge 
of  the  change  or  the  persistency  of  oil  values  >vith  depth,  nor  the  difficulties  to  be 
met  in  mining.  However,  to  draw  inferences  from  mining  shale  In  Scotland, 
we  are  fairly  safe  In  assuming  that  neither  dust  nor  gas  will  be  found.  Up  to 
the  present  time  sampling  has  been  done  on  weathered  outcrops  or  from  shale 
close  to  the  surface.  There  Is  reason  to  expect  that  as  unaltered  shale  is  readied 
it  will  be  found  to  be  richer  than  shale  near  the  surface.  Dean  Winchester 
reports  that  one  sample  taken  after  the  weathered  surface  was  removed  gave 
32  gallons  of  oil  a  ton.  A  foot  and  a  half  was  then  removed  by  blasting.  A  sam- 
plen  then  gave  55  gallons  a  ton.  If  this  is  typical  we  may  reasonably  expect 
that  deep  unchanged  oil  shale  will  prove  to  be  much  richer  than  shale  near  the 
outcrop,  and  as  a  result  the  total  content  of  the  oil  shale  deposits  may  be  much 
richer  than  at  present  estimated. 

BEDS  LIE  IN  TROUGHS. 

The  shale  beds  of  Scotland  are  Irregular  and  lie  in  synclinal  troughs:  they 
pinch  out  or  expand ;  they  have  a  dip  of  from  30  to  00  degrees,  and  they  are 
folded  or  faulted  to  a  great  extent  and  often  altered  by  intrusive  volcanic  rocks. 
All  mining  is  through  shafts,  some  of  which  are  very  deep.  In  Colorado,  how- 
ever, the  oil  shale  beds  are  regular;  they  are  virtually  level;  the  greatest  dip 
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noticed  is  10  degrees.  Faults  and  folds  have  not  been  found  and  there  is  little 
likelihood,  to  judge  from  the  outcrops  and  the  format lou,  that  they  will  be 
found.  The  level  position  of  the  oil  shale  enables  it  to  be  mined  by  the  ordi- 
nary methods  of  coal  mining,  and  where  the  shale  lies  near  the  surface  the 
overburden  may  be  removed  and  the  shale  merely  quarried,  as  in  Kimball 
Creek,  30  miles  from  De  Beque.  From  the  standpoint  of  cheap  mining,  if  com- 
parison is  made  with  Scotland,  the  advantage  is  certainly  all  with  €!olorado. 

Inasmuch  as  the  oil  shale  industry  has  been  in  operation  in  Scotland  since 
1850—68  years — and  has  met  and  overcome  technical,  trade,  and  economic  ob- 
stacles, it  seems  a  mere  matter  of  common  sense  for  the  pioneers  of  the  in- 
dustry in  Colorado  first  to  follow  the  well  known  and  successful  methods  of 
Scotland — to  adapt  these  methods  to  Colorado  conditions  and  then  to  improve 
them  as  fast  as  possible  by  methods  not  now  known.  Besides  the  production 
of  crude  oil,  gas,  and  ammonium  sulphate,  other  possibilities  may  open — ^the 
nitrogen  may  be  reclaimed  in  a  form  for  use  in  the  manufacture  of  munitions 
of  war ;  aniline  dyes  and  flotation  oils  may  be  obtained,  and  possibly  producer 
pas  and  other  products  may  become  valuable.  The  nitrogen  content  is  espe- 
cially valuable,  as  each  per  cent  of  nitrogen  will  yield  93  pounds  of  ammonium 
sulphate,  now  worth  7.3  cents  a  pound.  All  in  all,  it  should  be  realissed  that  the 
oil-shale  industry  presents  a  long  series  of  interesting  technical-chemical  prob- 
lems to  be  solved  by  scientifically  trained  men.  So  true  is  this  that  the  in- 
dustry can  be  classed  as  a  combined  mining-chemical-manufacturing  project. 

WRONG   IDEAS   CORRECTED. 

In  some  quarters  there  exists  two  erroneous  ideas — (1)  that  the  distillation 
of  oil  fram  shale  is  a  simple  process  and  that  a  treatment  once  devised  will 
apply  to  all  oil  shales.  To  be  sure,  in  a  laboratory  retort  a  few  pounds  of 
shale  can  be  heated  and  a  small  amount  of  oil  produced.  So  can  water  be 
boiled  in  a  teakettle,  but  there  is  as  much  difference  between  this  puny  outfit 
and  the  great  plants  in  Scotland  as  there  is  between  the  teakettle  and  a  great 
central  power  plant;  (2)  also  shales  vary  to  such  an  extent  that  each  de- 
posit should  be  tested  in  a  careful,  scientific  manner,  Just  as  large  bodies  of 
low-grade  copper  ore  are  tested  and  suitable  treatment  plants  erected.  As  in 
handling  low-grade  ores,  the  large  profits  from  oil  shale  will  be  made  by 
handling  a  great  tonnage  at  a  low  cost  to  the  ton. 

The  statute  of  1807  says:  "Any  person  authorized  to  enter  lands  under  the 
raining  laws  of  the  United  States  may  enter  and  obtain  patent  to  lands  con- 
taining petroleum  or  other  mineral  oils,  and  chiefly  valuable  therefor,  under 
the  provisions  of  the  laws  relating  to  placer  mineral  claims." 

OIL   LANDS    LOCATED    AS    PLACERS. 

The  location  of  oil  lands  as  placers  was  general  until  1896,  when  the  Sec- 
retary of  the  Interior  ruled  adversely.  Thereupon  Congress,  in  1897,  passed  a 
law  reestablishing  the  former  practice.  The  higher  courts  as  yet  have  had 
no  opportunity  to  pass  upon  the  validity  of  title  to  oil  shale  lan^l  located 
under  the  placer  law. 

The  well-known  case  of  Webb  v.  American  Asphaltum  Co.  furnishes 
the  nearest  parallel  case.  In  the  Circuit  Court  of  Appeals,  Eighth  district,  It 
was  held  that  ftsphaltum,  when  it  varies  from  semi-llquld  to  a  liquid  condition, 
may  be  located  as  placer,  but  when  it  Is  in  solid  form  and  is  found  as  a 
vein  or  lode  it  can  not  be  located  under  the  placer  statutes. 

An  examination  of  the  situation  in  regard  to  oil  shale  land  involves  the 
question  as  to  whether  the  valuable  feature  is  the  oil  or  the  shale.  If  the 
shale  is  mined  for  Its  oil  content  it  may  be  urged  that,  according  to  the  ruling 
in  the  asphaltum  case,  the  solid  condition  of  the  shale  would  require  filing  under 
the  laws  governing  lode  claims.  If,  however,  the  oil  is  regarded  as  a  liquid 
content  of  the  shale  and  its  recovery  is  in  liquid  form,  location  under  the 
placer  laws  would  probably  be  legal. 

So  much  for  the  logic  and  the  legal  aspect.  As  a  cold  fact  there  is  virtually 
no  oil  in  the  shale,  but  there  is  what  the  Scotch  call  "  kerogen  **  from  which  oil 
Is  obtained.  General  practice,  following  the  best  legal  advice,  is  that  oil 
shale  land  should  be  located  as  placer  ground.  Under  this  law  eight  individ- 
uals may  file  on  eight  contiguous  20-acre  claims  to  form  an  association 
claim  of  160  acres.  Each  one  of  the  eight  will  hold  an  individual  eighth  interest 
Work  to  the  value  of  only  $100  annually  need  be  done  to  hold  such  an  associa- 
tion daiiiL 
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GBEAT  DEPOSITS  IN  OOLOBADO. 

Referring  to  the  first  Qovernment  report  on  the  oil  shales  of  Gotorarlo  and 
Utah,  Dr.  Day  said :  "  It  was  shown  that  considering  only  shales  considerably 
richer  than  the  Scotch,  there  is  enough  available  oil  in  that  region  to  furnish 
four  times  what  we  expect  from  all  the  oil  fields  in  the  United  States^  Years 
of  investigation  of  this  same  field  followed  that  report  and  extended  the  work 
into  Utah  and  adjoining  states,  with  the  result  that  the  estimate  first  made  was 
amply  verified.  It  was  shown  that  the  Uinta  basin  in  Ck>lorado  and  Utah  to- 
gether can  furnish  eight  times  as  much  oil  as  all  the  oil  fields  in  tlie  Unite* 
States  put  together. 

"  In  fact,  these  shales  make  our  fields  of  oil  look  like  pigmies  and  give  t: 
a  very  satisfying  sense  of  security  for  a  bountiful  supply  of  oil,  even  for  xht 
distant  future. 

'*The  principal  drawback  to  the  de\*elopment  of  oil  from  shales  in  the  United 
States  is  the  fact  that  a  large  investment  is  advisable  (though  perhaps  not 
always  necessary)  in  developing  shale  oil  plants,  and  there  is  considerable 
inertia  to  embarking  in  a  new  line  of  industry  with  which  no  one  Is  familiar. 

**  Now  the  time  has  come  when  the  stimulus  of  Increased  prices  does  not 
bring  sufficient  additional  crude  oil.  A.  G.  Bedford  has  shown  that  we  need 
330,000,000  barrels  of  oil  per  annum  in  the  United  States  and  we  are  getthig 
300,0JK),000.  Even  now  3J,030,OJO  must  come  from  somewhere  else.  Further, 
we  all  know  that  we  must  have  more  production,  and  if  we  r^xiat  have  it,  we 
will  have  It,  and  we  will  have  it  from  shales— and  very  soon." 

COMPANIES    ARE    SUCCESSFUL. 

**  The  development  of  the  Scotch  shale  oil  industry  has  beeki  carried  out  with 
skill  and  energy,  and  it  is  to  be  regretted  that  the  industry  has  not  met  with  the 
entire  commercial  success  it  well  deserves.  Ever  since  1850  it  has  only  been 
by  skillful  management  and  the  constant  and  Intelligent  application  of  science 
to  the  Improvement  of  process<^s  and  to  the  utilization  of  waste  products  that 
the  oil  manufacturers  of  Scotland  have  been  able  to  hold  their  own.  The  suc- 
cess of  the  companies  now  in  oi)eratioh,  however,  is  shown  by  dividends  rang- 
ing from  6  to  50  per  cent  yearly." 

Secretary  Lane,  In  reply  to  a  Senate  resolution  regarding  gasoline  and  refer- 
ring to  the  shale  beds  of  the  country,  said  :  "  The  development  of  this  enormous 
reserve  simply  awaits  the  time  when  the  price  of  gasoline  or  the  demand  for 
other  distillation  products  warrants  the  utilization  of  this  substitute  source. 
This  may  happen  In  the  near  future.  At  all  events  these  shales  are  likely  t« 
be  drawn  upon  long  before  the  exhaustion  of  the  petroleum  fields." 

The  question  is  being  asked  dally  what  this  country  Is  going  to  do  when  our 
petroleum  resources  are  exhausted.  We  have  as  yet  untouched  our  great  re- 
serves of  shale  that  contain  oil.  These  shales  are  found  in  many  parts  of  the 
United  States,  and  tremendous  reserves  are  known  In  Colorado,  Ut(ih.  and 
Wyoming.  There  Is  only  one  country  in  the  world  where  oil  shales  are  being 
uti1lze<l  for  the  production  of  oil — Scotland — where  little  production  occurs 
and  where  the  demand  for  petroleum  Is  great.  Some  of  our  shales  are  murt 
richer  than  the  Scotch  shales  and  are  conservatively  estimated  to  contain  ma.  V 
times  the  amount  of  oil  that  has  been  or  will  have  been  produced  from  all  t»\ 
porous  formations  In  this  country. 

SHALE    MUST    BE    HEATED. 

To  obtain  the  oil  from  the  shale  It  Is  necessary  to  heat  the  shale  in  great 
retorts.  The  oil  Is  the  result  of  destructive  distillation,  and  is  driven  off  in  the 
form  of  vapor,  and  is  later  condensed  by  cooling.  As  stated  above,  this  process 
has  never  been  used  In  this  country  because  of  the  lack  of  necessity,  for  our 
oil  reserves  are  great,  and  it  would  not  be  commercially  economical  to  invest 
money  in  retorts  for  (listilling  oil  from  shale  that  would  have  to  compete  with 
the  crude  oil  obtained  by  other  methods.  But  this  condition  will  not  last 
forever.  In  fact.  It  is  thought  that  it  will  bo  only  a  very  short  time  until  the 
oil-shale  industry  will  be  one  of  great  magnitude. 

In  Colorado  alone  there  is  sufllclent  shale,  In  be<ls  that  are  3  feet  or 
more  thick  and  capable  of  yielding  more  oil  than  the  average  shale  now  mined 
in  Scotland,  to  yield  about  20,000,000,000  barrels  of  crude  oil,  from  which 
2,000,000,000  barrels  of  gasoline  may  be  extracted  by  ordinary  methods  of 
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fining,  and  In  Utah  there  is  probably  an  equal  amount  of  sliale  Just  as  rich. 
The  same  shale  in  Colorado,  in  addition  to  the  oil,  should  produce,  with  but 
little  added  cost,  about  300,000,000  tons  of  ammonium  sulphate,  a  compound 
especially  valuable  as  a  fertilizer.  The  industry  requires  a  large  equipment  of 
retorts,  condensers,  and  oil  refineries,  as  well  as  of  mining  machinery,  so  that  it 
can  not  be  profitably  handled  on  a  smaller  scale. 

Says  Dr.  David  T.  Day :  **  As  to  the  handling  of  that  shale  after  you  get  it 
out — ^the  retorting  of  it — doesn't  it  seem  sensible  that  as  long  as  we  have  two 
well-established  industries,  one  in  Scotland  and  one  in  France,  we  should  be 
^^content  with  the  novelty  of  having  richer  shales  and  take  their  thoroughly 
^reliable,  well-developed  methods  and  transplant  them  over  here,  with  the  hearty 
^^ood  will  and  good  wishes  of  our  Scotch  neighbors,  and  thus  put  the  industry 
'  on  a  good  basis  with  the  known  things  and  then  go  into  other  processes?    It 
seems  to  me  that  Just  now  we  are  suffering  in  this  country  from  a  flood  of 
chemists  who  find  that  the  shale  looks  interesting  and  they  hope  they  can 
develop  something  which  they  can  make  some  money  out  of  before  it  settles 
down  and  gets  beyond  them,  so  every  chemist  Is  making  calculations  and  en- 
deavoring to  become  an  inventor. 

HELP  IS  PROMISED. 

"  We  propose  to  help  you  in  any  legitimate  way  we  can  to  develop  this  shale 
industry,  so  that  when  the  next  year  rolls  around  there  will  be  from  200,000 
to  1,000,000  barrels  of  oil  out  of  the  ground  and  safely  In  the  trade  as  your  con- 
tribution to  the  oil  industries  of  the  United  States. 

"  There  are  a  whole  lot  of  troubles  in  the  starting  of  this  great  new  industry — 
an  Industry  which  commands  as  its  raw  material  at  least  ten  times  as  much  oil 
in  valuable  shales  as  all  the  oil  fields  In  the  United  States,  put  together.    You 
have  a  tremendous  amount  of  raw  material  to  draw  upon.    Therefore  you  have, 
the  basis  of  a  tremendous  industry." 
'  Says  George  Otis  Smith,  director  of  the  United  States  Geological  Survey : 

"  It  is  true  that  the  Government,  and  particularly  the  Geological  Survey,  has 
spent  considerable  time  and  money  in  the  last  few  years  in  a  study  of  the  oil 
shale  deposits.  As  a  result  of  the  field  examinations  made  from  1013  to  1010  it 
has  been  clearly  demonstrated  that  the  latent  potentiality  of  the  oil  shale  of 
this  region  as  a  source  of  petroleum  is  enormous.  It  Is  also  known  that  there 
.  is  locked  up  in  these  shales  a  vast  amount  of  nitrogen  which  can  be  recovered 
as  a  by-product  in  the  refining  of  the  shale  and  used  In  the  manufacture  of  fer- 
tilizers and  explosives." 

The  (Jrand  Valley  Commercial  Club  reports  ,in  part,  as  follows: 

"  Having  been  deslgnate<l  by  the  Grand  Valley  Commercial  Club  to  accom- 
pany you  In  your  investigation  of  the  Parachute  Creek  oil  shale  district,  at 
their  request,  I  herewith  hand  you  as  complete  a  synopsis  of  the  acreage,  ton- 
nage, future  probable  production,  costs,  and  returns  as  Is  possible  to  prepare 
at  the  present  time. 

CABEFXTI.  BESEABCH   HAD. 

'*  The  statements  herein  contained  are  not  made  at  random,  but  are  the  re- 
sults of  careful  surveys  and  years  of  research,  and  tests  made  in  units  of  com- 
perclal  size.  The  final  figures  on  results  are  determined  on  the  wholesale  prices 
of  mid-continent  commodities.  Denver,  Salt  Lake,  and  Intermountain  whole- 
sale prices  are  higher.  However,  the  freight  rates  by  the  Denver  &  Rio  Grande 
and  Colorado  Midland  Railroads  and  their  connecting  lines  have  not  been  defi- 
nitely determined,  but  the  lowest  possible  rates  have  been  assured.  We  have 
been  pronilse<l  a  rate  of  30  cents  a  hundred  on  crude  oil  and  40  cents  a  hundred 
on  gasoline  refined  oil  In  tank  cars,  from  De  Beque  or  Grand  Valley  to  Denver 
Pueblo,  or  Salt  Lake. 

"The  Parachute  mining  district  comprises  about  55,000  acres.  There  are 
G9  miles  of  perpendicular  oil  shale  cliffs  on  Parachute  Creek,  its  three  forks  and 
several  tributaries,  on  all  of  which  rich,  massive  shale  is  exposed.  The  acre- 
age is  estimated  on  an  extension  of  the  strata  back  from  the  face  of  the  cliffs  a 
distance  of  only  one  and  a  quarter  miles.  Parachute  Creek  and  its  tributaries 
offer  an  abundance  of  permanent  water  for  reduction  and  refining  plants. 
Showing  on  the  face  of  these  69  miles  of  perpendicular  cliffy  Is  a  continuous  rich 
stratum  of  curly  shale,  from  12  to  30  feet  in  thickness,  that  will  run  better 
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than  GO  gallons  of  erode  oil  to  the  ton,  and  not  less  than  15  pounds  of  ammo- 
nium sulphate.  This  same  district  has  massive  oil  shale  strata  above  and  below 
this  rich  stratum,  several  hundred  feet  in  thickness  that  average  about  25  gal- 
lons of  oil  to  the  ton  of  shale,  Independent  of  the  rich  stratum.  Presentnlaj 
operations  will  probably  be  continued  to  the  rich  stratum,  which  occurs  in  a  flat 
deposit  at  a  distance  above  the  valley  adapted  to  economical  mining  operationa 

ESTIMATE  OF  TONNAGE. 
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In  making  the  estimate  of  tonnage  in  the  55,000  acres,  the  rich  stratum  is 
figured  as  its  minimum  thickness  of  12  feet  This  gives  a  net  result  of 
1,012,500,000  tons  after  deducting  25  per  cent  for  pillars  or  rock  supports.  In 
estimating  the  amount  in  b'irrels  of  crude  oil  that  this  tonnage  will  yield,  I 
allow  as  a  liberal  estimate  15  per  cent  for  loss  in  extraction  and  then,  for  easy 
figuring,  I  reduce  it  still  further  and  make  the  estimate  1  l)arrel  or  42  gallons 
to  the  ton  of  shale,  and  reach  1,012,500,000  barrels  of  crude  oil  in  the  12-foot 
stratum  for  the  55,000  acres. 

"  There  are  two  processes  for  the  extraction  of  oil  from  shales  that  seem  to 
be  a  proved  commercial  success.  Both  are  along  the  general  lines  of  the  well* 
known  Scotch  methods  in  general  principles,  with  improvements  that  have  been 
made  to  adapt  then  to  handle  our  much  richer  shales.  One  of  these,  known  as 
the  Pearse  process  for  reduction  of  the  oils,  is  under  the  control  of  the  Pearse 
Engineering  Co.  of  New  York.  In  connection  with  this  i»nK*ess  Is  to  be  useil,  sm> 
I  am  reliably  informed,  the  Hall  refining  process,  for  refining  the  crude  oil  Into 
marketable  products,  especially  producing  a  very  high  percentage  of  gasoline. 

"The  other  process  for  reducing  cmde  oil  from  shales  was  developed  by 
Dr.  Otto  Stahlraan,  of  Salt  Lake  City,  and  In  connection  therewith  is  being 
Installed  the  Wells  refining  process,  of  Tulsa,  Okla..  primarily  intended  to 
develop  high-grade  lubricating  oils. 

TWO    PROCESSES    DISCUSSED. 

"  There  is  considerable  controversy  among  the  oil  shale  operators  as  to 
whether  lubricants  or  gasoline  will  give  the  better  returns.  The  Stahlman- 
Wells  process  will  yield  from  the  crude  oil  40  per  cent  of  lubricants  that  show 
a  viscosity  test  of  225  at  70°  F.  This  Is  a  fine  automobile  oil  and  oil  refiners 
assert  that  it  will  always  command  jit  least  25  cents  a  gallon. 

"  However,  returning  to  the  estimates  of  costs  of  production  for  well-known 
commercial  commodities  and  the  returns  to  be  expected  therefrom,  I  make 
the  following  estimates  based  on  the  Stahlman- Wells  process  as  the  gross  value 
of  each  ton  of  oil  shale  yielding  one  barrel.  42  gallons : 

Ammonium  sulphate,  15  pounds,  at  5  cents $(>.7o 

Gasoline,    11    gallons,    at    18    cents 1. 96 

Lubricants,  16  gallons,  at  20  cents 3.  20 

Parafflne  wax,  16  pounds,   at  10  cents 1.  CO 

Gross  return  per  ton 7.53 

"Estimated  toniinire  (or  'larrels),  1.012,500.000;  reluru  iH*r  ton  (or  barrei). 
$7 ;  gross  value  of  55,000  acres,  .^7,087,500,000 ; 

"Cost  of  mining,  reduction  and  refining,  $4  iier  barrel  (a  maximum). 
$4,050,000,000 ;  net  profit  of  commodities  at  the  plant,  $3,037,500,000. 

"  These  estimates  are  based  upon  a  plant  of  not  less  than  f500  tons  daily 
capacity,  with  complete  distilling  process." 

The  following  conclusions  are  deemed  conservative: 

1.  The  production  of  crude  oil  alone  from  shale  probably  can  not  now  com- 
pete commercially  with  oil  from  flowing  wells.  However,  the  increased  demand 
for  oil,  the  decreasing  production,  the  steadily  enhanced  price  on  the  one  hand 
will  be  met  by  an  almost  Inexhaustible  supply  of  oil  shale,  cheap  mining,  im- 
proved methods  of  distillation  and  valuable  by-products,  which  will  undoubt- 
edly, in  the  very  near  future,  make  the  shale  oil  Industry  a  strong  competitor 
of  the  flowing  well,  and  in  the  by  no  means  distant  future  its  successor. 

2.  The  oil  shale  Industry  Is  not.  In  ordinary  parlance,  "  a  poor  man's  game.'* 
The  technical  and  chemical  problems  are  numerous,  and  require  a  high  grade 
of  scientific  ability  for  their  solution. 

3.  A  plant  of  500  tons'  dally  capacity  Is  as  small  as  can  be  operated  perma- 
nently and  successfully,  as  the  profits  will  depend  chiefly  in  the  large  ton- 
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nage  handled.  In  this  respect  the  oil  shale  industry  bears  the  same  relation 
to  oil  that  Utah  Copper  and  other  copper  porphyries  bear  to  copper  mines 
in  general. 

4.  An  investment  of  $150,000  is  as  small  as  can  be  safely  counted  upon  to 
make  a  single  project  successful. 

5.  Labor  is  cheaper  in  Scotland  than  in  the  United  States.  The  Scotch 
shale  produces  more  ammonium  sulphate  than  the  Colorado  shale.  These  are 
the  only  factors  favorable  to  the  Scotch  shale — all  other  elements  that  enter 
are  distinctly  in  favor  of  Colorado  shale. 

6.  The  favorable  features  in  the  oil  shale  industry  in  Colorado  are:  (a) 
The  enormous  extent  of  the  deposits;  (b)  the  great  thickness  both  of  the 
medium  and  high-grade  shale;  (c)  the  horizontal  position  of  the  strata  and 
their  height  above  the  level  of  the  creeks,  a  combination  that  affords  cheap 
mining;  (d)  adequate  water  supply  for  the  condensing  and  cooling  systems 
of  both  the  distilling  and  refining  plants;  (e)  accessibility  and  nearness  to  rail- 
roads and  markets;  (/)  the  great  richness  of  the  shale.  These  features  com- 
bine to  make  the  oil  shale  deposits  of  Colorado  the  most  valuable  deposits 
of  their  kind  in  the  world. 

STATEMENT  OF  MB.  ABTHTTB  L.  FEABSE,  PBESIDElTr  PEABSE 

ENOINEEBINO  CO.,  NEW  YOBE  CITT. 

The  Chairman.  Mr.  Pearse,  state  your  full  name,  residence,  and 
occupation. 

Mr.  Pearse.  My  name  is  Arthur  L.  Pearse ;  my  address  is  50  East 
Forty-second  Street,  New  York  City ;  and  I  am  a  consulting  mining 
engineer. 

Mr.  Tatlor.  Will  you  not  state  what  experience  you  have  had, 
Mr.  Pearse,  with  oil  shale,  so  that  the  committee  may  know  what 
your  observation  of  this  subject  has  been  f 

Mr.  Pearse.  I  have  been  m  this  hydrocarbon  business  for  over  40 
years.  I  am  a  member  of  the  Geological  Society  and  hold  my  cre- 
dentials under  the  British  Government.  I  have  been  25  years  a 
member  of  the  Council  of  the  Mining  and  Metallurgical  Institutions 
and  a  great  many  other  geological  societies. 

Mr.  Taylor.  State  what  experience  you  have  had  in  these  various 
shale  enterprises. 

Mr.  Pearse.  For  40  years  I  have  been  in  either  the  treatment  or 
destructive  distillation  of  high  volatile  coals  or  shales,  and  have 
done  work  in  England,  Germany — as  consulting  engineer  of  Sax- 
ony— and  Russia,  France,  Brazil,  Peru,  and  have  done  a  great  deal 
of  work  in  this  country  and  in  Canada. 

Latterly,  when  the  industry  over  here  attracted  some  attention,  I 
formed  the  Pearse  Engineering  Co.,  of  which  I  am  president,  and 
have  associated  with  me  several  other  engineers,  one  of  whom,  Mr. 
Webb,  is  here.  We  have  done  this  purposely  t©  help  engineer  and 
work  out  the  shale-oil  industry  in  this  country  and  Canada. 

Mr.  George  has  gone  over  the  matter  so  thoroughly  that  it  does  not 
leave  much  for  me  to  say,  but  there  are  one  or  two  high  points  I 
will  say  a  word  or  two  about.  While  the  industry  is  new  in  thia 
country,  it  is  thoroughly  well  known  elsewhere.  Of  course,  the  great 
development  at  the  present  time  is  in  Scotland,  because  the  largest 
bodies  of  developed  shales  are  there.  The  French  industry,  which 
is  also  a  very  live  industry,  is  older  than  the  Scotch,  and  were  it  not 
that  we  are  short  of  material  and  very  short  of  men  in  France  that 
industry  to-day  would  have  been  quadrupled  over  what  it  was  four 
or  five  years  ago. 
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Spain  is  getting  busy.  We  are  interested  in  Spain.  The  Brazilias 
Government  at  the  present  time  is  shipping  us  shale  and  lignite  for 
treatment  by  practically  the  same  process  that  you  will  use  in  the 
treatment  oi  the  Colorado  shale. 

The  bases  of  the  treatment  or  the  principles  of  the  treatment  an 
thoroughly  well  known,  and  there  is  no  alteration,  so  far  as  the  prin- 
ciples and  the  methods  are  concerned.  But  during  the  last  five  years 
there  have  been  considerable  strides  made  in  the  improvement  of 
methods  of  heating  and  care  of  the  gases.  These  have  been  the  out- 
come of  the  carbonization  of  high  volatile  coals  and  cannels,  espe 
cially  obtaining  products  like  benzols,  toluol,  etc.,  in  France,  Ger- 
many, and  England.  Indeed,  the  war  could  not  be  carried  on  if  that 
industry  had  not  practically  taken  care  of  the  base  of  nearly  all  liifli 
explosives,  which  is  toluol,  and  that  is  why  during  the  last  few  yeirs 
there  has  been  so  much  attention  paid  to  the  methods  of  treatirg 
these  hydrocarbons.  Incidentally,  the  experience  gained  in  that  is 
now  applicable  to  the  older  Scotch  methods. 

The  importance  of  the  industry,  so  far  as  Scotland  has  been  con- 
cerned, has  been  touched  on  by  Mr.  George. 

Mr.  Taylor.  You  might  state  the  number  of  plants  in  Scotland 
and  the  total  acreage  of  this  shale  in  Scotland,  if  you  know? 

Mr.  Pearse.  There  are  practically  six  large  companies  that  owd 
or  control  something  like  300  square  miles  of  shale  lands.  There  aw 
10  or  11  works  or  plants.  They  are  handling  at  the  present  time 
at  the  rate  of  about  4,000,000  short  tons  of  shale  annually,  and  it  is 
a  good  basis  on  which  to  calculate  what  you  can  do  in  Colorado. 

The  Chairman.  The  quality  of  the  shale  is  about  the  same  there 
as  here? 

Mr.  Pearse.  No;  the  shale  is  not  quite  the  same  as  in  Colorado; 
it  is  lower  grade,  so  far  as  oil  content  goes. 

The  Chairman.  The  Scotch  is  lower  grade? 

Mr.  Pearse.  The  lower  grade.  It  has  a  higher  content  of  nitro- 
gen; and  I  think  the  Colorado  shales  will  be  a  little  more  trouble- 
some in  the  retorts.  In  this  connection  I  should  say  we  have  fitteJ 
up  a  complete  testing  station  here,  and  we  have  had  a  good  deal  of 
experience  in  handlinor  the  Colorado  products. 

The  method  has  been  thoroughly  well  touched  on  by  Prof.  George, 
but  I  want  to  say  this,  that  the  grade  or  the  quality  of  the  oil  is 
denominated  almost  entirely  by  the  proper  distillation,  and  this 
involves  the  use  of  steam  at  different  temperatures,  vacuum  or  pres- 
sure, and  different  shales  require  very,  very  different  manipulation. 
The  actual  time  in  tl^e  evolution  of  the  gas  is  short,  but  the  process  is 
a  slow  one,  owing  to  the  difficulty  of  heating  the  center  of  the  charg?i 
because  carbonizing  material  is  a  bad  conductor  of  heat,  and  there 
is  consequently  a  diflSculty  of  transmitting  your  heat  units  to  eveij 
particle  of  the  charge. 

By  the  modem  methods  we  are  able  to  expedite  that  somewhat- 
This  tends  rather  to  cheapen  it,  as  well  as  the  first  cost  of  retorting 
and  I  am  looking  to  a  still  better  method  of  treating  these  oils  in 
the  course  of  some  little  time,  because  we  have  to  face  treating 
larger  quantities  than  we  are  able  to  do  at  the  nresent  time  in  indi- 
vidual retorts,  and  also  treating  lower-grade  material.  We  hear » 
great  deal  about  60  and  80  gallon  shale,  but  in  the  long  run  I  am 
practically  sure  you  will  come  down  to  a  basis  of  a  barrel  or  less; 
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and  I  believe  we  shall  treat  less  than  a  barrel  shale  profitably  within 
a  reasonable  length  of  time.  The  business  is,  first,  a  mining  one, 
and  then  it  is  a  manufacturing  one,  and  both  require  a  great  deal 
of  capital. 

Mr.  Taylor.  Will  you  not  state  something  about  the  amount  of 
the  capital  you  feel  is  required? 

Mr.  Pearse.  I  am  just  coming  to  that,  Mr.  Taylor.  The  expendi- 
tures in  a  plant  to  mine  and  crush  a  thousand  tons  a  day  will  be 
$100,000.  A  1,000-ton  retorting  plant  will  alone  cost  about  $2,- 
000,000;  and  then  we  must  have  a  sulphuric-acid  plant,  which  will 
cost  $150,000.  Tank  cars,  pipe  lines,  and  so  on,  so  that  the  total 
expenditure  will  run  into  about  $2,500,000,  or  something  like  that. 
It  is  a  big,  low-grade  business,  and  it  must  be  worked  on  a  large 
scale  or  it  will  never  pay. 

Now,  as  to  the  costs,  the  English  records  from  millions  of  tons 
show  that  the  prewar  costs  were  $2.06  per  ton  of  shale  treated,  to 
which  you  must  add  at  least  50  cents  for  overhead  charges  and  sink- 
ing fund,  which  would  make  the  cost  $2.56.  Things  are  dearer 
to-day,  and  our  costs  in  Colorado,  I  think,  will  be  at  least  $3.50  and 
upward  for  the  raw,  prime  product  oil  and  ammonia. 

The  value  of  the  product  at  this  stage  is  perhaps  $2.50  a  barrel  for 
oil  and  $1.25.  for  ammonia,  a  total  of  $3.75,  but  it  is  dominated  by 
the  costs  of  supplies,  especially  sulphuric  acid.  Every  plant  there 
really  must  make  its  own  acid.  It  could  be  made  for  $8  or  $10  per 
ton ;  if  they  have  to  buy  it  and  haul  it  across  the  range  it  is  going  to 
cost  them  $40,  so  that  it  is  an  additional  capital  expenditure  that  you 
can  not  very  well  get  away  from. 

The  further  refining  of  the  oil,  or  rather  the  treatment  by  cracking 
for  gasoline,  and  the  preparation  for  the  lubricants  and  wax  will 
probably  result  in  an  addition  of  $1  or  $1.50,  according  to  the  market 
demand  and  prices. 

Over  a  long  scries  of  years  the  Scotch  profit  was  80  cents  a  ton, 
and  there  is  no  reason  to  doubt  that  we  shall  be  able  to  do  as  good 
work,  perhaps  better,  but  the  real  inducement  to  invest  in  this  busi- 
ness, I  think,  rests  on  the  probability  of  future  prices  holding  their 
own  or  increasing.  The  oil  position  has  been  shown  clearly  by  Prof. 
George  in  his  figures,  and  there  is  an  omnious  handwriting  on  the 
wall.^  If  we  make  a  chart  illustrating  thosa  figures,  it  would  show 
that  in  about  11  years  from  now,  provided  the  ratio  of  consumption 
goes  on  as  it  has  been  in  the  last  15  or  20  years,  and  the  ratio  of  de- 
creasing production  takes  place,  that  those  lines  will  cross  in  about 
11  years,  and  then  what  are  you  going  to  do?  I  do  not  own  a  pound 
of  shale  except  what  is  in  the  laboratory,  and  I  have  not  a  share  of 
stock,  but  I  can  not  help  feeling  that  this  industry  is  the  one  big 
potential  industry,  and  that  it  is  worth  a  lot  of  attention.  Other- 
wise, I  assure  you  I  would  not  be  here. 

If  there  are  any  questions  you  would  like  to  ask  me,  I  shall  be 
pleased  to  answer  them. 

The  Chairman.  Does  any  member  of  the  committee  desire  to  ask 
Mr.  Pearse  questions? 

Mr.  Elstox.  Has  there  been  any  history  of  failures  in  the  enter- 
prise? 

Mr.  Pearse.  A  lot  of  little  ones  in  Scotland  came  to  grief  and  were 
afterwards  absorbed  by  the  larger  ones.    I  think  there  must  have 
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been  70  companies  in  Scotland  in  the  last  80  or  40  years  and  they  have 
all  merged  now  into  six  big  companies. 

Mr.  EusTON.  But  they  are  growing  concerns,  and  doing  fairly 
well? 

Mr.  Pearse.  The  small  works  have  been  taken  over  and  merged  so 
as  to  keep  down  expenses.  Ten  years  ago  they  had  a  very  bad  time 
when  oil  was  very  cheap  on  the  other  side.  They  could  hardly  exist 
and  many  of  them  of  limited  means  went  under. 

Mr.  Taylor.  You  say  there  are  300  square  miles  in  Scotland? 

Mr.  Pearse.  Yes. 

Mr.  Elston.  Have  you  made  any  fimires  of  the  total  production  in 
Europe  of  fuel  oil  or  crude  oil  under  tnis  process! 

Mr.  Pearse.  Oh,  yes;  they  are  all  published  and  known. 

Mr.  Elston.  They  are  quite  an  addition  to  the  supply  and  a  factor 
in  keeping  the  supply  up? 

Mr.  Pearse.  Yes ;  so  far  as  England  is  concerned,  especially. 

Mr.  George.  You  will  find  the  figures  of  1916  for  Scotland  in  the 
reports  of  Mr.  Bevins,  United  States  vice  consul,  at  Glasgow. 

Mr.  Taylor.  What  per  cent  of  those  300  square  miles  of  Scotland 
shales  has  now  been  worked  out? 

Mr.  Pearse.  About  half  of  it  is  gone.  The  best  half  is  gone ;  the 
remainder  is  very  poor,  and,  as  a  matter  of  fact,  at  the  present  time 
there  are  some  of  the  furnaces  which  have  had  to  so  on  half  time 
because  they  can  not  get  enough  shale.  Of  course,  tney  are  short  of 
man  power.  It  is  increasing  the  cost,  and  smaller  veins  will  have  to 
be  worked  there  in  order  to  Keep  goinjg. 

Mr.  Elston.  Mr.  Pearse,  in  the  estimate  just  made  of  45,000  acres 
covered  by  the  naval  reserve,  and  there  are  15,000  square  miles  in 
those  three  States.  I  am  just  trying  to  get  a  comparison  of  the 
naval  reserve  withdrawal  with  the  area  worked  out  m  Scotland,  so 
that  we  could  check  the  figures  of  the  possible  production  naval 
reserve  would  produce. 

Mr.  Pearse.  You  can  not  compute  it,  because  the  Scotch  seams  are 
comparatively  thin,  and  here  you  have  four  or  five  workable  seams. 
The  production  per  acre  in  Colorado  is  at  least  ten  times  per  acre 
what  it  would  be  in  Scotland. 

Mr.  Taylor.  Mr.  Chairman,  I  would  like  to  have  Mr.  McMullin 
address  the  committee. 

STATEMENT  OF  ME.  SAMUEL  0.  McMITLLIN,  ATTOBNEY  AT  LAW, 

OF  GRAND  TTJNCTION,  COLO. 

Mr.  Taylor.  Please  state  your  name.  biisine45S,  address,  and  whom 
you  represent. 

Mr.  McMullin.  My  name  is  Samuel  G.  McMullin;  residence, 
Grand  Junction,  Colo.  For  28  years  I  have  been  an  attorney  at  law. 
and  I  represent  the  West  Slope  Oil  Shale  Protective  Association,  oi 
Grand  Valley,  Colo.,  the  Grand  Valley  Commercial  Club,  and  the 
shale  oil  section  of  the  .Vmerican  Mining  Congress  as  attorney  for 
this  area. 

The  subject  has  been  largely  exhausted  by  Prof.  George  and  Mr. 
Pearse.    I  simply  want  to  call  your  attention,  gentlemen,  to  the  fact 
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that  in  and  around  what  we  call  the  Grand  River  Valley  of  C!olorado, 
which  takes  in  Garfield,  Mesa«and  Bio  Blanco  Counties,  there  lies 
the  2,000  square  mile  tract  that  Frof .  George  spoke  about.  There  have 
been  incorporated  there  in  the  last  year  or  two  some  50  companies 
for  the  purpose  of  exploiting,  experimentation,  and  working  m  the 
shale.  That  was  brought  alx)ut  by  the  interest  created  by  the  Gov- 
ernment publications,  Bulletins  Isos.  581 A  and  641F.  We  knew 
the  shale,  for  the  reason  that  around  De  Beque,  where  my  work  has 
been  centered,  15  years  ago  we  started  to  prospect  for  mineral  oil, 
and  some  12  wells  were  sunk  in  the  area  tributary  to  the  town.  We 
found  at  700  feet  a  seepage  of  oil,  and  we  kept  on  and  spent  a  lot  of 
money  trying  to  find  a  pool,  but  we  never  did.  Then  we  started  to 
investigate  these  shales,  and  when  we  got  the  Government  reports 
we  became  interested  in  experimentation  on  these  shales.  The  ques- 
tion came  up  of  locating  the  land  and  the  method  of  doing  it.  In 
1916  the  Director  of  the  Geological  Survey,  Dr.  George  Otis  Smith, 
made  his  official  classification  of  these  shales  and  declared  they  were 
enterable  under  the  placer  acts. 

Mr.  Taylor.  Is  it  not  true  that  the  director  made  that  inspection 
and  classification  and  designation  at  our  or  my  request  ? 

Mr.  McMuLLiN.  Yes;  I  believe,  Mr.  Taylor,  that  was  done  at  your 
request.  And  in  that  classification,  which  was  made  public  through 
the  courtesy  of  Mr.  Taylor — ^I  have  here  a  photographic  exemplifica- 
tion of  it,  which  we  desire  to  have  made  a  part  of  the  record — ^he 
says: 

The  oil  shales  of  western  Colorath)  and  adjoininfr  areas  constitute  an  unde- 
veloped source  of  petroleum,  to  which  attention  was  calleil  by  the  Oeoloffical 
Survey  In  1901,  and  It  Is  now  recofmized  possible  that  these  shales  will  prove 
equally  Important  as  a  source  of  nitroj?en.  During  the  field  seasons  of  1933, 
1914,  and  1915  reconnaissance  examination  in  this  region  was  entirely  carried 
forward,  and  it  was  demonstrated  that  over  wide  areas  oil  shales  are  present 
which  average  higher  In  petroleum  content  than  those  commercially  worked  in 
other  countries.  Te  average  shale  tested  within  the  area  examined  yields  more 
than  one-half  barrel  of  crude  oil  per  short  ton  of  rock  and  a  yield  of  1  barrel 
per  ton  Is  not  uncommon. 

The  net  result  of  oil-shale  Investigations  already  mode  Is  that  the  oil-shale 
areas  In  Colorado,  Utah,  and  Wyoming  constitute  a  latent  petroleum  reserve 
whose  possible  yield  is  several  times  the  estimated  total  remaining  supply  of 
petroleum  In  the  United  States. 

While  the  data  at  hand  are  not  sufficient  to  warrant  a  specific  statement  as 
to  the  total  recoverable  nitrogen  content  of  these  shales,  It  Is  believed  possible 
that  this  will  prove  so  large  as  to  give  these  deposits  a  value  as  a  source  of 
nitrogen  equal  to  their  value  as  a  source  of  petroleum. 

-  In  view  of  the  high  prospective  mineral  value  of  lands  underlain  by  oil-shale 
deposits,  it  Is,  of  course,  apparent  that  they  should  not  be  permitted  to  be 
acquired  under  the  nonmlneral  land  laws.  The  lands  have  not  been  recom- 
mended for  withdrawal  because  the  oil-shale  industry  Is  not  yet  developed  In 
the  United  States,  and  as  It  Is  desired  to  give  opportunity  for  the  establish- 
ment of  experimental  plants,  It  Is  believed  the  lands  should  remain  open  for 
the  present  to  acquisition  under  the  mineral-land  laws,  even  though  they  are 
ambiguous  and  but  poorly  adapted  to  deposits  of  this  type. 

Accordingly,  I  hereby  classify  the  tracts  listed  below  as  mineral  lands,  val- 
uable as  a  source  of  petroleum  and  nitrogen,  and  request  that  you  make  the 
proper  notation  of  the  classification  upon  your  records. 

And  then  he  goes  ahead  and  classifies  all  that  area  of  4,500,000 
acres,  and  withdraws  the  45,000-acre  tract  as  naval  oil  resen'e  No.  1. 

Mr.  Mats.  I  was  going  to  ask  you  if  you  believe,  since  that  lan<1 
was  classified,  that  that  becomes  a  law  now  t 
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Mr.  McMuLUN.  Yes,  sir. 

Mr.  Mays.  You  think  that  is  placer? 

Mr.  MoMullin.  Yes,  sir.     I  not  only  think  so,  but  that  is  the 
opinion  of  the  commissioner. 

Mr.  Mays.  Is  not  that "  rock  in  place"  ? 

Mr.  McMiTLLiN.  No.  sir. 

Mr.  Mays.  Is  it  not  more  properly  a  lode  claim  ? 

Mr.  McMuLLiN.  It  is  not  "  reck  in  place,"  because  the  act  of  1870, 
which  established  placers,  especially  provides  that  placers  shall  con- 
sist of  all  deposits  except  veins  of  quartz  or  other  rock  in  place. 
The  other  rocks  following  the  veins  of  quartz,  the  courts  have  held 
that  they  must  be  similar  kind  of  deposits ;  in  other  words,  mineral- 
bearing  strata.  This  is  not  mineral-bearing  strata;  and,  as  an  evi- 
dence of  that  construction,  after  the  act  of  1870  was  passed  the 
question  came  up  about  entering  building  stone,  and  the  department 
conflicted  on  that  with  the  courts  and  their  opinion  differed,  and 
Congress  acted  on  the  question  of  building  stone.  And  then,  in  1897, 
the  Land  Office  having  declared  that  petroleum  was  not  a  mineral, 
they  passed  the  act  providing  that  where  the  land  was  chiefly  val- 
uable for  petroleum  it  should  be  entered  under  the  placer  act  as 
petroleum  placer.  That  very  question  came  up  in  our  profession  in 
Colorado,  and  in  order  to  make  sure — one  man  would  say  it  could  be 
entered  under  the  act  of  1870  and  another  under  the  act  of  1897 — 
and  in  order  to  make  sure  of  that  fact,  last  summer  I  wrote  to  the 
Commissioner  of  the  General  Land  Office  and  got  his  reply,  as  fol- 
lows (reading) : 

Department  of  thk  Intebior, 

General  Land  Office, 
Washinffton,  July  9, 1917, 
Messrs.  McMullin  &  Sternberg, 

Grand  Junction,  Colo. 

My  Dear  Sirs  :  In  response  to  your  letter  of  June  23,  1917  (B.  M.  McMuUin), 
relative  to  oil-shale  lands,  I  have  to  inform  you  that  lands  valuable  for  their 
deposits  of  oil  shale,  not  withdrawn,  may  be  located  as  placer  claims.  A  copy 
of  the  United  States  mining  laws  and  regulations  thereunder  is  inclosed  and 
contains  information  as  to  the  manner  of  acquiring  title  to  placer  claims. 

There  has  been  a  withdrawal  of  approximately  45,440  aci-es  of  public  lands  in 
Garfield  County,  Colo.,  which  withdrawal  has  been  designated  as  naval  oil- 
shale  reserve  No.  1,  Colorado  No.  1.  The  lands  included  in  this  reservation  are 
not  subject  to  appropriation  in  any  form.  The  description  of  the  land  so  with- 
drawn consists  of  two  pages,  and  photographic  copies  thereof  will  be  furnished 
at  the  rate  of  15  cents  per  page. 

There  have  been  classifications,  by  the  United  States  Geological  Survey,  under 
dates  of  May  23,  1916,  and  September  12,  1916,  of  oil-shale  lands  in  Colorado  as 
mineral  lands,  some  of  which  are  within  Garfield  County  and  some  of  which 
are  also  included  in  naval  oil-shale  reserve  No.  1.  The  lands  so  classified,  ex- 
cept those  in  the  naval  oil-shale  reserve,  are  oijerative  under  and  subject  to 
the  provisions  of  the  act  of  July  17,  1914  (38  Stat,  509).  which  act  provides 
for  agricultural  entry  of  lands  withdrawn,  classified,  or  reported  as  containing 
phosphate,  nitrate,  potash,  oil,  gas,  or  asphaltic  minerals,  the  homesteader 
being  obliged  to  reserve  to  the  United  States  the  deposits  for  which  the  lauds 
were  withdrawn  or  classified,  together  with  the  right  to  prospect  for,  mine,  and 
remove  the  same. 

Photographic  copies  of  the  descriptions  of  the  oil-shale  lands,  classified  as 
mineral,  which  cover  12  pages,  will  be  furnished  at  the  rate  of  15  cents  per  page. 
Very  respectfully, 

Clay  Taixmaw, 

Commissioner. 
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Mr.  Tatlok.  Mr.  McMuUin,  go  nhead  and  tell  the  committee  your 
L<lca  as  to  i^vhat  should  be  done  to  accomplish  the  promotion,  installa- 
tion, and  operation  of  an  oil-shale  plant  out  in  that  country. 

Then,  Mr.  Chairman,  before  we  proceed  further,  I  will  ask  that 
tliese  letters  of  the  department  to  the  lawyers  and  to  me,  encouraging 
this  development  and  telling  them  to  go  ahead  under  the  placer  law 
nnd  there  would  be  no  more  laws  passed  which  would  interfere — and 
tliey  expressly  at  my  instance  made  investigation  and  classified  those 
la^nds  as  oil-shale  lands  for  the  purpose  oi  subjecting  them  to  entry 
under  the  placer  law — be  put  into  the  record- 

The  Chairman.  Without  objection,  that  will  be  done. 

(The  docimients  referred  to  are  here  printed  in  full  as  follows:) 

Western  Slope  Oil  Shale  Pbotective  Assoctation, 

De  Deque,  Colo.,  February  16,  1918. 
To  whom  it  may  concern: 

This  is  to  certify  at  a  meeting  of  this  nccociatlon  held  at  De  Beque,  Colo.,  this 
<lay  the  following  resolution  was  passed  and  adoptei: 

Whereas  it  is  rumored  that  should  the  Walsh-Pi ttman  bill  now  pending  In 
Congress  become  a  law  there  would  be  some  question  concerning  its  scope,  more 
particularly  iu  reference  to  lauds  most  valunble  for  oil-bearing  shale ; 

Whereas  we  see  gi*eat  danger  in  any  action  on  the  part  of  Congress  which 
will  tend  to  confuse  matters,  as  it  would  greatly  retard  development  of  such 
lands : 

Be  it  resolved,  that  it  is  our  opinion  that  shale  lands  should  not  be  brought 
under  the  Walsh-Pittman  bill,  and  if  the  rights  and  duties  of  the  locator  of  such 
lands  are  not  sufficiently  clear  under  existing  law,  special  legislation  following 
the  principle  of  the  old  placer-claim  law  should  be  initiated  at  once. 

Be  it  further  resolved,  that  S.  G.  McMullin,  of  Grand  Junction,  be  employed 
as  attorney  to  represent  this  association  in  securing  recognition  of  these  prin- 
ciples. 

In  witness  whereof  we  hereto  affix  our  signatures  nt  De  Becjue,  Colo. 

Harry  Flynn,  President. 
H.  J.  Elder,  Secretary. 


Denver,  Colo.,  February  18,  1918. 
To  whom  it  may  concern: 

At  a  meeting  of  oil-shale  operators,  members  of  the  oil  section  of  the  Colorado 
Chapter  of  the  American  Mining  Congress,  held  this  day,  Mr.  S.  G.  McMullin, 
of  Grand  Junction,  was  appointed  attorney  to  present  the  following  resolution 
to  the  Department  of  the  Interior,  Bureau  of  Mines,  and  Members  of  the  Senate 
and  House  from  Colorado,  and  to  do  everything  necessary  to  secure  their 
recognition  and  adoption: 

Whereas  It  has  come  to  the  attention  of  the  companies  and  Individuals  Inter- 
este<l  In  the  development  of  the  oil-shale  industry  on  the  western  slope  of 
Colorado  that  the  provisions  of  the  Walsh-Pittman  and  Ferris  bills,  now  be- 
fore Congress,  may  be  construed  as  Including  the  method  of  acquiring  title  to 
oil-shale  lands;  and 

Whereas  the  oil-shale  Industry  Is  Just  now  In  Its  first  stages  of  development 
and  will  require  exceedingly  large  sums  of  money  (In  no  Instance  less  than 
^500,000)  and  considerable  time  in  experiments  yet  to  be  worked  out;  and 

Whereas  it  is  very  necessary  at  this  time  not  to  prejudice  the  efforts  of 
those  engaged  In  promoting  this  Industry,  which  is  a  manufacturing  industry 
rather  than  mining,  with  a  view  to  obtaining  oil  so  much  needed  at  this  time 
and  In  the  Immediate  future: 

Be  It  therefore  resolvetl,  that  the  Bureau  of  Mines  and  the  Interior  Depart- 
ment at  Washington  be  prevailed  upon  to  request  CJongress  to  specifically  ex- 
4^pt  from  the  provisions  and  operations  of  said  bills  "  oll-shalc  landts." 

M.  B.  TOMBLIN, 

Secretary  Colorado  Chapter  American  Mining  Congress, 
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Geand  Valuet,  Coijo,,  February  20,  19J&. 
Hon.  Samtjkl  O.  McMulliiv, 

Care  American  Mining  Conffress,  Washinifton,  D.  C. 

Grand  Valley  Commercial  Club  wishes  you  to  represent  It  relative  to  tbe 
protection  of  the  oil-shale  industry  in  conjunction  with  De  Beque,  Grand  June- 
tion,  and  Denver. 

Elickr  B.  Wheatxkt. 


Departiibnt  of  the  Intebios, 

Generai.  Land  Offtce, 
Washington,  D.  C,  July  28,  1917. 

I  hereby  certify  that  the  annexed  copies  of  letters  dated  May  23  and  Sep- 
tember 12,  1916,  and  order  of  withdrawal,  Naval  Oil  Shale  Reserve  No.  t 
Colorado  No.  1,  are  true  and  literal  exemplifications  from  the  originals  oo 
file  in  this  office. 

In  testimony  whereof  I  have  hereunto  subscribed  my  name  and  caused  the 
seal  of  this'  office  to  be  affixed,  at  the  city  of  Washington,  on  tbe  day  and  year 
above  written. 

[seal.]  D.  K.  Pasbott, 

Acting  Assistant  Commissioner  of  the  General  Land  Office, 


Depabtment  of  the  Intebior, 
United  States  Geoijogicai.  Subvet, 

Washington,  Map  2S,  I91&. 
The  Commissioneb,  Genebal  Land  Office. 

The  oil  shales  of  western  Colorado  and  adjoining  areas  constitute  an  un- 
developed source  of  petroleum  to  which  attention  was  called  by  the  Geological 
Survey  in  1901,  and  it  is  now  recognized  as  possible  that  these  shales  will 
prove  equally  important  as  a  source  of  nitrogen.  During  the  field  season? 
of  1918,  1914,  and  1915,  reconnaissance  examination  in  this  region  was  actively 
carried  forward,  and  it  was  demonstrated  that  over  wide  areas  oil  shales  are 
present  which  average  higher  in  petroleum  content  than  those  commercially 
worked  in  other  countries.  The  average  shale  tested  within  tbe  area  ex- 
amined yields  more  than  one-half  barrel  of  crude  oil  per  short  ton  of  rock  and 
a  yield  of  one  barrel  per  ton  is  not  uncommon. 

The  net  result  of  oil-shale  investigations  already  made  is  that  the  oil-shale 
areas  in  Colorado,  Utah,  and  Wyoming  constitute  a  latent  petroleum  resaerve 
whose  possible  yield  is  several  times  the  estimated  total  remaining  supply 
of  petroleum  in  the  United  States. 

While  the  data  at  hand  are  not  sufficient  to  warrant  a  specific  stat^nent  as 
to  the  total  recoverable  nitrogen  content  of  these  shales.  It  is  believed  possible 
that  this  will  prove  so  large  as  to  give  these  deposits  a  value  as  a  source  of 
nitrogen  equal  to  their  value  as  a  source  of  petroleum. 

In  view  of  the  high  prospective  mineral  value  of  lands  underlain  by  oil- 
shale  deposits  it  is,  of  course,  apparent  that  they  should  not  be  permitted  to  be 
acquired  under  the  nonmineral  land  laws.  The  lands  have  not  been  recom* 
mended  for  withdrawal  because  the  oil-shale  industry  is  not  yet  developed 
in  the  Unite<l  States,  and  as  it  Is  desired  to  give  opportunity  for  the  establisb- 
ment  of  experimental  plants  it  is  believed  the  lands  should  remain  open  for 
the  present  to  acquisition  under  the  mineral-land  laws,  even  though  tbey 
are  apibiguous  and  but  poorly  adapted  to  deposits  of  this  type. 

Accordingly,  I  hereby  classify  the  tracts  listed  below  as  mineral  lands,  vain- 
able  as  a  source  of  petroleum  and  nitrogen,  and  request  that  you  make  the 
proper  notation  of  the  classification  upon  your  records : 

Sixth  Principal  Meridian. 

T.  1  N.,  R.  95  W. :  Sec.  31,  lots  3  and  4 ;  sec.  32,  lots  1,  2,  3,  4,  20,  22.  25, 
27,  29,  31,  35,  NE.  i  of  SE.  i;  sec.  33,  lots  1,  2,  .H.  4,  and  12,  N.  i  of  S,  J: 
sec.  34.  lots  1,  2,  3,  and  4,  N.  ^  of  S.  i. 

T.  1  N.,  R.  96  W.:  Sec.  7,  lots  7  and  8,  B.  i  of  SW.  i;  sec  15,  lot  16;  set 
16,  S.  i  of  NW.  i,  SW.  i,  NW.  I  of  SE.  h  S.  |  of  SE.  i ;  sec  17.  NW.  i  of 
NE.  h  S.  I  of  NB.  i,  W.  I,  SE.  };  sees.  18  to  21,  inclusive;  sec  22,  W.  i 
of  W.  I,  SE.  1  of  SW.  i;  sec.  26,  S.  k  of  SW.  i;  sec.  27,  SW  i  o( 
NE.  i,  W.  1,  W.  i  of  SE.  i,  SB.  i  of  SE.  i;  sees.  28  to  34,  inclusive;  sec.  85. 
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IW.  i  of  NB.  i,  S.  1  of  NB.  i.  W.  1,  SB.  1 ;  aec.  36.  lots  1,  2.  3,  4,  and  15, 
1.  i  of  NW.  h  N.  i  of  SW.  h  NW.  i  of  SB.  J. 

T.  1  N.,  R.  07  W.,  sec.  2,  lots  81,  84,  35,  and  38 ;  sec.  8,  lots  2,  3,  4,  7,  and  10, 
;W.  i  of  NB.  i,  S.  I  of  NW.  i,  SW.  h  NW.  i  of  SB.  h  S.  i  of  SB.  ^ ;  sees.  4  to  10, 
Qdusive;  sec.  11,  W.  i;  sec.  12.  S.  ^  of  NB.  i,  NB.  i  of  SW.  i,  S.  i  of  SW.  i. 
IB.  i  ;  sec.  13,  all ;  sec.  14,  S.  i  of  NB.  i.  W.  i  SB.  i ;  sees.  15  to  36,  inclusive. 

T.  2  N..  R.  97  W.,  sec.  19.  SW.  i  of  NE.  1,  W.  i,  SB.  i ;  sec.  29.  NW.  J  of 
IW.  i.  S.  1  of  NW.  i,  S.  i ;  sees.  30  to  32  Inclusive;  sec.  33,  S.  i  of  NW.  h  SW. 
,  NW.  i  of  SB.  1,  S.  i  of  SB.  i ;  sec.  34,  SW.  i  of  SW.  i. 

T.  1  N.,  R.  98  W.,  all  of  township. 

T.  2  N.,  R.  98  W.,  sec.  6,  lot  14,  SB.  I  of  SW.  i.  SW.  i  of  SB.  i ;  sec.  7,  all ; 
ec.  8,  SW.  1  of  NB.  i,  NW.  i  of  NW.  i,  S.  |  of  NW.  i,  S.  i ;  sec.  9,  SW.  J,  SW. 

of  SB.  i ;  sec.  10,  SB.  i  of  SW.  i,  S.  i  of  SB.  i ;  sec.  13,  S.  i  of  S.  i ;  sec.  14, 
V.  §,  SB.  i ;  sees.  15  to  36,  inclusive. 

T.  1  N.,  R.  99  W.,  all  of  township. 

T.  2  N.,  R.  99  W.,  sec.  1,  S.  i ;  sec.  2,  S.  i  of  SW.  i,  SE.  i;  sec.  3,  S.  I  of 
;.  i ;  sec.  4,  S.  i  of  S.  i ;  sec.  5,  S.  i  of  SE*.  i ;  sec.  8,  NE.  i,  NE.  i  of  NW.  1, 
;.  i  of  NW\  i,  S.  1 ;  sees.  9  to  17,  Inclusive ;  sec.  18,  B.  i,  B.  i  of  W.  1 ;  sec.  19, 
:.  i,  E.  i  of  W.  1 ;  sees.  20  to  29,  inclusive ;  sec.  30,  lot  8,  B.  1,  NB.  i  of  SW.  i, 
;E.  i  of  SW.  i ;  sees.  81  to  36,  inclusive. 

T.  1  N.,  R,  100  W.,  sec.  1,  B.  i  of  B.  i,  NW.  i  of  NB.  i ;  sec.  12,  NB.  i  of 
iK,  h  S.  i  of  N.  i,  N.  i  of  SW.  h  SB.  1  of  SW.  h  SB.  i ;  sec.  13,  B.  i,  B.  §  of 
;\V.  i ;  sec.  23,  B.  i  of  SB.  i ;  sec.  24,  NB.  i,  S.  i ;  sec.  25,  all ;  sec.  26,  NB.  i 
f  NE.  i.  S.  i  of  NB.  h  SB.  i ;  sec.  33,  lot  4,  SE.  i  of  NE.  i  NE.  i  of  SB.i ; 
ec.  34,  lots  1,  2,  8,  and  4,  SB.  i  of  NB.  i,  SW.  i  of  NW.  i,  N.  i  of  S.  i ;  sec.  35, 
Dts  1,  2,  3,  and  4,  NB.  i,  S.  i  of  NW.  i,  N.  i  of  S.  i ;  sec.  36,  all. 

T.  2  N.,  R.  100  W..  sec.  36,  SE.  i  of  NE.  i,  E.  i  of  SE.  i. 

T.  1  N.,  R.  103  W.,  sec.  3,  W.  i  of  NW.  1,  SW.  i ;  sees.  4  to  7,  inclusive ;  sec. 
;,  lots  1,  2,  3,  4,  6,  and  7.  N.  i,  NE.  i  of  SW.  i,  N.  i  of  SB.  i ;  sec.  9,  lots  1,  2, 

I,  5,  and  6,  N.  1,  N.  i  of  SW.  i ;  sec.  10,  lots  1  and  8.  N.  1  of  NW.  i,  SW.  1  of 
; W.  i ;  see.  17,  lots  3,  4,  5,  and  6,  SW.  i  of  NW.  h  SW.  i ;  sec.  18,  all ;  sec.  19, 
ots  1,  5,  and  6,  N.  1  of  NB.  i,  SE.  i  of  NE.  J,  NE.  i  of  NW.  i,  NE.  1  of  SE.  i ;  see. 
%},  W.  i ;  see.  29,  NW.  i  of  NE.  i,  S.  i  of  NE.  1,  W.  i,  SE.  i ;  sec.  30,  lots  1  to  5, 
ncluslve,  B.  i  of  W.  i ;  sec.  31,  lots  1  to  5,  inclusive,  B.  i  of  NW.  i,  NE.  1  of 
5W.  i ;  sec.  32,  N.  i. 

T.  2  N.,  R.  103  W.,  sec.  29,  SW.  i  of  SW.  1 ;  sec.  30,  lots  3  and  4,  E.  i  of 
5W.  i,  S.  i  of  SB.  i ;  sec.  31,  all ;  sec.  32,  all ;  sec.  33.  SW.  i  of  NW.  i,  SW.  h 
V.  i  of  SB.  i,  SB.  i  of  SB.  i. 

T.  1  N.,  R.  104  W.,  all  of  township  (fractional). 

T.  2  N.,  R.  104  W.,  sees.  25  to  27,  Inclusive ;  sees.  34  to  36,  inclusive. 

T.  1  S.,  R.  94  W..  sec.  19,  lots  2,  3,  and  4,  SE.  }  of  SW.  i ;  see.  30,  lots  1,  2,  3, 
uul  4,  E.  i  of  W.  i,  W.  i  of  SE.  i ;  sec.  31,  lots  1,  2,  3,  and  4,  W.  i  of  B.  i,  B.  i 
»f  W.  1. 

T.  2  S.,  R.  94  W.,  sec.  6,  lots  2,  3,  4,  5.  6,  9,  10,  11,  and  12,  W.  i  of  lots  7  and  8, 
5.  i  of  SW.  i,  W.  i  of  SB.  i ;  sec.  7,  lots  1,  2,  3,  and  4,  W.  i  of  B.  1,  B.  i  of  W.  J ; 
«c.  18,  lots  1,  2,  3,  and  4,  W.  i  of  E.  i,  B.  i  of  W.  i ;  sec.  19,  lots  1,  2,  3.  and  4, 
>V.  i  of  B.  i,  B.  i  of  W.  i ;  sec.  30,  lots  1,  2,  3,  and  4,  W.  i  of  B.  i,  B.  i  of  W.  i ; 
«e.  31,  lots  1,  2,  3,  and  4,  W.  1  of  E.  1,  E.  i  of  W.  h 

T.  3  S.,  R.  94  W.,  see  6,  all ;  sec.  7,  all ;  see.  8,  SW.  1  of  NW.  i,  SW.  i ;  sec.  17, 
kV.  i,  W.  1  of  SE.  i ;  sec.  18,  all ;  sec.  19,  all ;  sec.  20,  W.  i  of  B.  h  W.  1 ;  sec.  29, 
kV.  i  of  E.  i,  W.  i ;  see.  30,  all ;  see.  31,  all ;  sec.  32,  W.  i  of  E.  i,  W.  i. 

T.  4  S.,  R.  94  W.,  sec.  4,  SW.  i  of  S W.  i ;  sees.  5  to  8,  inclusive ;  sec.  9,  NW.  i 
)l  N W.  h  S.  i  of  NW.  i,  SW.  i ;  see.  16,  SW.  i  of  NE.  i,  W.  i,  W.  i  of  SB.  i ; 
;ees.  17  to  21,  inclusive ;  see.  22,  W.  i  of  SW.  i ;  sec.  27,  SW.  i  of  NE.  i,  W.  i, 
\\  i  of  SE.  i,  SE.  i  of  SE.  1 :  sees.  28  to  34,  Inclusive ;  see.  35,  SW.  i  of  NW.  1, 
A\  I  of  SW.  i. 

T.  5  S.,  R.  94  W.,  see.  2,  NW.  i  of  NE.  i,  S.  i  of  NE.  i,  W.  i,  SE.  \ ;  sees.  3  to 

II,  Inclusive;  sec.  13,  SW.  i  of  SE.  J,  W.  i  of  NW.  1,  SW.  i;  se<»s.  14  to  35,  In- 
•lusive ;  sec.  36,  N.  1  of  NE.  i,  SW.  ^t  of  NE.  i,  NW.  i,  N.  i  of  SW.  i  SW.  i  of 
§W.  h 

T.  6  S..  R.  94  W.,  see.  5,  N.  *  of  NW.  i,  SW.  i  of  NW.  1 ;  see.  6,  all ;  sec.  7, 
<.  i  of  NW.  i,  SW.  i  of  NW.  i. 

T.  1  S.,  R.  95  W.,  sees.  2  to  11,  Inclusive;  sec.  12,  W.  |  of  NW.  i,  SW.  i ;  sec. 
13,  W.  i  of  E.  i,  W.  i,  SE.  i  of  SE.  \ ;  sees.  14  to  36,  inclusive. 

T.  2  S.,  R.  95  W.,  all  of  town.shlp. 

T.  3  S.,  R.  95  W.,  all  of  township. 

T.  4  S.,  R.  95  W.,  all  of  township. 

T.  5  S.,  R.  95  W.,  all  of  township. 
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T.  C  S..  R.  85  W.,  sees  1  to  11,  inclusive ;  see.  12,  N.  h  N.  i  of  SW.  i,  SW.  i 
of  SW.  i.  NW.  i  of  SE.  i ;  sec.  14,  N.  i  of  NE.  h  S^W.  i  of  NE.  h  W.  1,  N W.  I  of 
SE.  J ;  sees.  15  to  21,  inclusive ;  sec.  22.  N.  i.  N.  i  of  SB.  i ;  sec.  23,  NW.  i  of  NW. 
i ;  sec.  28,  N  W.  i ;  sees.  29  to  31,  inclusive. 

T.  1  S.,  U.  96  W.,  all  of  township. 

T.  2  S.,  R.  96  W.,  all  of  township. 

T.  3  S..  R.  96  W.,  all  of  township. 

T.  4  S..  R.  96  W..  all  of  township. 

T.  5  S.,  R.  96  W.,  all  of  township. 

T.  6  S.,  R.  96  W.,  sees.  1  to  3,  inclusive ;  sec.  4,  lots  3.  4,  5,  6,  7,  8,  and  14 : 
sees.  5  to  7,  Inclusive ;  sec.  8,  lots  2,  3,  4,  5.  6,  and  7 ;  sec.  9,  lots  1.  2,  3,  5,  6. 
7,  8,  9,  10,  13,  14,  and  15;  sees.  10  to  15,  Inclusive;  sec.  16,  lots  1.  2,  7,  a  9,  and 
10,  SB.  i ;  sec.  17,  lots  3,  4,  10,  and  11 ;  sec.  18,  all ;  sec.  19,  lots  1,  2,  and  3, 
W.  *  of  E.  i.  W.  i ;  sec.  21,  NE.  h  B.  ^  of  NW.  h  NE.*  of  SW.  h  N.  i  of  SE.  h 
lot  7 ;  sec.  22,  lots  1,  2,  and  3,  N.  i,  N.  ^  of  SW.  h  NW.  i  of  SE.  i ;  sec.  23. 


lot  3,  NW.  }  of  NE.  i,  NW.  i ;  sec.  32,  lot  2 ;  sec.  36,  E.  i  of  NE.  i. 

T.  7  S.,  R.  96  W.,  sec.  2,  SW.  i ;  sees.  3  to  10,  Inclusive;  sec.  11,  W.  i ;  sec.  14, 
NW.  i;  sec.  lo,  N.  i,  SW.  i;  sees.  16  to  20,  Inclusive;  see.  21,  N.  i,  SW.  1: 
sec.  20,  N.  i,  SW.  1 ;  see.  30,  all. 

T.  1  S.,  R.  97  W.,  nil  of  township. 

T.  2  S.,  R.  97  W.,  all  of  township. 

T.  3  S.,  R.  97  W.,  all  of  township. 

T.  4  S.,  R.  07  W.,  «11  of  township. 

T.  5  S.,  R.  97  W.,  all  of  township. 

T.  6  S.,  R.  97  W.,  all  of  township. 

T.  7  S.,  R.  97  W.,  sec.  1,  all ;  sec.  2,  all ;  sec.  3,  NE.  i  of  SW.  i,  S.  i  of  SW.  h 
SE.  i ;  see.  4,  N.  i  of  NW.  1,  SW.  i  of  NW.  i,  NW.  i  of  SW.  i ;  sec.  5,  E.  ^ ; 
sec.  6,  W.  h  W.  i  of  SE.  i;  sec.  7,  W.  1  of  E.  i,  W.  i;  sec.  9,  S.  i  of  SW.  h  SE.  i: 
sees.  10  to  14,  inclusive;  see.  15,  N.  1,  SE.  i;  sec.  16,  N.  i;  sec  18,  NW.  J  of 


SE.  i  of  NE.  i,  E.  i  of  SE.  i ;  sec.  35,  NE.  i  of  NE.  i,  S.  i  of  N.  i,  SW.  1.  N.  ^ 
of  SB.  i,  SW.  i  of  SE.  i ;  see.  36,  N.  i. 

T.  1  S.,  R.  98  W.,  all  of  township. 

T.  2  S.,  R.  98  W.,  all  of  township. 

T.  3  S.,  R.  98  W.,  all  of  township. 

T.  4  S.,  R.  1)8  W.,  all  of  township. 

T.  5  S..  R.  98  W.,  all  of  township. 

T.  6  S.,  R.  98  W.,  sees.  1  to  32.  inclusive;  sec.  33,  NW.  i;  sees.  34  to  36, 
inclusive. 

T.  7  S.,  R.  98  W.,  sec.  1,  N.  1,  N.  i  of  SW.  i,  SE.  \  of  SW.  h  SB.  i  :  sec.  2. 
N.  1,  SE.  I ;  sec.  3,  NE.  \  of  NE.  i ;  sec.  5,  SW.  i  of  NW.  i,  W.  i  of  SW.  I 
SE.  i  of  SW.  i ;  see.  6,  W.  i  of  NE.  h  SE.  i  of  NE.  h  W.  h  SB.  i :  sec.  7,  N.  i : 
see.  8,  NW.  i ;  see.  12,  NE.  i.  E.  i  of  N W.  i ;  sec.  19,  S.  I  of  SW.  h  SB.  i ;  sec.  20. 
SE.  i  of  NE.  i,  S.  ^ ;  see.  21,  SW.  i  of  NW.  i  W.  i  of  SW.  h  SB.  i  of  SW.  I 
B.  i  of  SE.  i ;  sec.  22,  W.  i  of  SW.  i,  SW.  i  of  SE.  i ;  sec.  27,  W.  1  of  NE.  i, 
SE.  i  of  NE.  i  W.  h  SB.  i ;  sec.  28,  all ;  sec.  29,  all ;  sec.  30,  N.  h  SW.  h  N.  i  of 
SE.  i,  SW.  i  of  SE.  i ;  see.  31,  NW.  i  of  NW.  ^ ;  sec.  34,  N.  i  of  N.  1,  SE.  i  of 
NW.  i,  SW.  i  of  NE.  1 ;  sec.  35.  NW.  i  of  NW.  h 

T.  1  S.,  R.  99  W.,  all  of  township. 

T.  2  S.,  R.  99  W.,  all  of  township. 

T.  3  S.,  R.  99  W.,  sees.  1  to  29,  inclusive ;  sec.  30,  NE.  i ;  sec.  82,  E.  i ;  sees.  83 
to  36,  Inclusive. 

T.  4  S.,  R.  99  W.,  sees.  1  to  4,  inclusive ;  sec.  5,  NE.  1,  S.  i ;  sec  7,  SE.  i ;  sees. 
8  to  36,  inclusive 

T.  5,  S.,  R,  99  W.,  all  of  township. 

T.  6  S.,  R.  99  W.,  all  of  towashlp. 

T.  7  S.,  R.  99  W.,  sees.  1  to  12.  inclusive. 

T.  1  S.,  R.  100  W.,  sees.  1  to  3,  inclusive ;  sec  4,  E.  i  of  E.  1,  SW.  i  of  SW.  | ; 
sec.  5,  SB.  i  of  NE.  i,  N.  ^  of  SW.  i,  SE.  i  of  SW.  h  SB.  i ;  sec  8,  NE.  i ;  sec  9, 
N.  i,  N.  i  of  SW.  i  SE.  i  of  S W.  i,  SE.  1 ;  sees.  10  to  15,  inclusive ;  sec  16,  E.  *, 
E.  1  of  W.  i ;  sec  21,  E.  i  E.  ^  of  NW.  i,  NE.  i  of  SW.  i ;  sees.  22  to  27,  inclusive"; 
sec.  28,  E.  i,  E.  i  of  SW.  i ;  sec.  33,  E.  h  B.  i  of  W.  i ;  sees.  34  to  36,  inclusive. 
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T.  2  S.,  XL  100  W.,  sees.  1  to  8,  inclusive ;  sec.  4,  E.  },  E.  }  of  W.  ) ;  sec.  0,  N.  } 
of  NE.  i,  NE.  i  of  NW.  i ;  sees.  10  to  15,  Inclusive ;  sees.  22  to  26,  inclusive ;  sec. 
27.  NE.  i ;  sec.  35.  all ;  sec.  36,  all. 

T.  3  S.,  R.  100  W.,  sec.  1,  all ;  sec.  2.  lots  5,  6,  7, 10,  11,  12,  13,  and  14,  N.  f  of 
SE.  h  SE.  I  of  SE.  } ;  sec.  12,  lots  1  to  12,  inclusive ;  sec.  13,  lots  1  to  12,  inclusive; 
sec.  24,  lots  1,  2,  5,  and  a 

T.  4  S.,  R.  100  W.,  sec.  13,  all ;  sees.  22  to  29,  inclusive ;  sec.  30,  S.  i ;  sees.  31 
to  36.  Inclusive. 

T.  5  S.,  R.  100  W.,  all  of  township. 

T.  6  S.,  R.  100  W.,  all  of  township. 

T.  7  S.,  R.  100  W.,  sees.  1  to  5,  Inclusive ;  sec.  6,  N.  } ;  sec.  9,  N.  },  SE.  i ;  sees. 
10  to  12,  inclusive. 

T.  4  S.,  R.  101  W.,  sec.  25,  all ;  sec.  26.  SE.  } ;  sec.  35,  nil ;  sec.  36,  nil. 

T.  5  S.,  R.  101  W.,  sec.  1.  all ;  sec.  2,  all ;  sees.  11  to  14,  inclusive ;  sees.  23  to  20» 
inclusive;  sec.  35.  all;  sec.  36.  all. 

T.  6  S..  R.  101  W.,  sees.  1  to  5,  inclusive;  sec.  6,  E.  ) ;  sees.  9  to  IG,  Inclusive; 
sees.  22  to  26.  Inclusive;  sec.  36.  all. 

T.  1  S.,  R.  104  W.,  all  of  township  (fractional). 

Geo.  0ns  Smith,  Director^ 

Depahtment  of  the  Interior, 

United  States  Geological  Survey, 

Washington,  September  12,  1916. 

The  Commissioner,  General  Land  Office: 

Upon  the  completion  of  the  office  work  and  compilation  of  field  data  collected 
by  the  survey  during  the  field  seasons  of  1913.  1914.  and  1915.  on  the  oil  shales 
of  western  Colorado  and  adjoining  areas,  the  survey  on  May  23.  1916.  trans- 
mitted to  your  office  a  letter  classifying  certain  tracts  listed  therein  as  mineral 
land.  Through  inadvertence,  the  mineral  lauds  in  T.  1  S..  R.  103  W..  and  T.  2 
S..  R.  104  W..  were  not  included  in  the  list.  In  order  to  correct  this  error.  I 
hereby  classify  the  tracts  listed  below  in  these  two  townships  as  mineral  lands, 
valuable  as  q  source  of  petroleum  and  nitrogen,  and  request  that  you  make  the 
proper  notation  of  the  classification  upon  your  records. 

Sixth  principal  medidian,  Colorado. 

T.  1  S.,  R.  103  W.  (unsurveyed).  sec  6.  W.  i ;  sec.  7.  W.  i  of  NW.  i,  NW.  i  of 
SW.  i ;  sec.  18,  SW.  i  of  NW.  i.  W.  i  of  SW.  h  SE.  i  of  SW.  h  S.  *  of  SE.  i ; 
sec.  19,  N.  §  of  NE.  i.  SW.  i  of  NE.  1,  W.  i,  W.  1  of  SE.  i ;  sec.  30,  NE.  i  of 
NW.  i.  W.  i  of  W.  i ;  sec.  31.  W.  i  of  E.  1.  W.  h  SE.  i  of  NE.  h  NE.  i  of  SE.  1 ; 
sec.  32.  SW.  i  of  mv.  i,  NW.  i  of  SW.  h 

T.  2  S.,  R.  104  W.  (unsurveyed),  sec  30,  S.  i  of  NW.  h  SW.  i,  SW.  i  of  SE.  i ; 
sec.  31,  NW.  i  of  NE.  i,  N.  1  of  NW.  J. 
Yours,  very  truly, 

Philip  S.  Smith, 

Acting  Director. 

naval  oil  sham:  reser^-e  no.  i.  Colorado  no.  i. 

Order  of  withdrawal.  Naval  Oil  Shale  Reserve  No.  1.  Colorado  No.  1. 

It  is  hereby  ordered  that  all  lands  included  in  the  following  list  shall  here- 
after constitute  Naval  Oil  Shale  Reserve  No.  1,  Colorado  No.  1.  and  shall  be 
held  for  the  exclusive  use  or  benefit  of  the  United  States  Navy  until  this  order 
Is  revoked  by  the  President  or  by  Congress : 

SixtJi  principal  meridian. 

T.  5  S..  R.  94  W.,  sec.  2,  NW.  i  of  NE.  h  S.  i  of  NE.  h  W.  h  SE.  i ;  sees.  3  to 
11,  inclusive ;  sec.  13.  W.  i  of  NW.  i.  S W.  i.  S W.  i  of  SE.  i ;  sees.  14  to  35, 
Inclusive ;  sec.  36.  N.  i  of  NE.  i.  SW.  i  of  NE.  ^,  NW.  i,  N.  i  of  SW.  i  of  SW.  i. 

T.  6  S.,  R  94  W..  sec.  5,  N.  i  of  NW.  h  SW.  i  of  NW.  i ;  sec.  6,  all ;  sec.  7.  N.  | 
of  NAV.  i,  SW.  i  of  NW.  i. 

T.  5  S.,  R.  95  W.,  sec  1,  all ;  sec.  2,  all.  sees.  11  to  14,  inclusive ;  sees.  23  to  26, 
inclusive ;  sec.  85,  all ;  sec.  36,  alL 
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T.  6  S.,  R.  95  W.,  sees.  1  to  11.  inclusive ;  sec.  12,  N.  1,  N.  i  of  SW.  i,  SW.  { 
of  SW.  h  NW.  i  of  SE.  i ;  sec.  14,  N.  i  of  NB.  h  SW.  i  of  NB.  i,  W.  i.  NW.  i 
of  SB.  i ;  sees.  15  to  21,  Inclusive;  sec.  22.  N.  i,  N.  i  of  SE.  i ;  sec.  23,  NW.  H 
NW.  i;  sec.  28,  W.  i  of  NW.  i;  sec.  29,  all;  sec.  30.  all;  sec.  31.  N.  h  SW.  IW 
of  SE.  i,  SW.  }  of  SE.  i 

WooDBOw  Wilson, 

6  December,  1916. 


Depabtment  of  the  Intebiob, 

General  Land  Office, 
Washington,  January  25,  1911 
Mr.  F.  A.  Wadleioh, 

Passenger  Tragic  Manager, 

The  Denver  d  Rio  Orande  Railroad  Co.,  Denver,  Colo. 

Mt  Dear  Sir  :  I  am  in  receipt  of  your  letter  dated  January  17,  1918,  wherelii 
you  request  information  as  to  the  method  of  filing  upon  and  obtaining  title  to 
lands  containing  oil-shale  deposits. 

The  act  of  February  11,  1897  (29  Stat,  526),  provides  In  part  as  follows: 

**  That  any  person  authorized  to  enter  lands  under  the  mining  laws  of  tbc 
United  States  may  enter  and  obtain  patent  to  lands  containing  petroleum  or 
other  mineral  oils,  and  chiefly  valuable  therefor,  under  the  provisions  of  tbe 
laws  relating  to  placer  mineral  claims.". 

It  would  seem  that  a  discovery  by  competent  locators,  locating  in  good  faitt 
of  oil  shale,  upon  the  unreserved,  unappropriated,  and  unwithdra^ioi  public 
domain,  capable,  by  approved  methods,  of  yielding  oil  in  sufficient  quantities 
so  as  to  make  the  land  chiefly  valuable  therefor,  would  be  a  sufficient  com- 
pliance with  the  provisions  of  said  oil-placer  act  of  1897,  and  that  locatioi^ 
based  upon  such  a  discovery  must  be  made  and  entered,  if  at  all,  under  tbe 
provisions  of  said  act  of  1897. 

In  regard  to  placer  locations,  see  sections  2329,  2830,  and  2331,  United  States 
Revised  Statutes,  printed  on  page  6  of  the  inclosed  copy  of  the  United  States 
Mining  Laws  and  Regulations  thereunder.  See  also  index  to  said  pompblet 
under  the  subjects  Locations,  Oils,  Petroleum,  and  Placers.  This,  it  is  be- 
lieved, will  give  you  information  sufficient  for  the  purpose  you  desire. 

There  is  now  before  Congress  proposed  legislation  providing  a  system  of 
leasing  public  lands  containing  oil  deposits,  but  such  legislation  has  not  y^ 
been  enacted. 

Very  respectfully, 

Clat  Talluan,  Commissioner. 


Department  of  the  Interior, 

General  Land  OfricB, 
Wa^ington,  February  7,  iP/S. 
Mr.  F.  A.  Wadleigh, 

Passenger  Traffic  Manager, 

Denver  d  Rio  Orande  Railroad  Co,,  Denver,  Colo, 

My  Dear  Sir  :  In  reply  to  your  letter  dated  January  25,  1918,  you  are  aii 
vised  that  by  the  act  of  Congress  approved  February  11,  1897  (29  Stat.,  526  i. 
It  was  provided  that  lands  containing  petroleum  or  other  mineral  oils  anJ 
chiefly  valuable  therefor  may  be  entered  and  patented  under  the  placer  minia? 
laws.  The  department  in  a  letter  to  Hon.  Henry  L.  Myers,  of  the  Unitw 
States  Senate,  dated  May  16,  1916,  stated  in  reference  to  oil  shale: 

"  It  would  seem  that  a  discovery  by  competent  locators,  locating  In  good 
faith,  of  oil  shale  upon  the  unreserved,  unappropriated,  and  unwlthdrawT^ 
public  domain,  capable  by  approved  methods  of  yielding  oil  in  sufficient  quan- 
tities so  as  to  make  the  land  chiefly  valuable  therefor,  would  be  a  sufficieol 
compliance  with  the  provisions  of  said  oil-placer  act  of  1897  and  that  locatioiH 
based  upon  such  a  discovery  must  be  made  and  entered,  If  at  all,  under  tte 
provisions  of  said  act  of  1897." 
Very  respectfully, 

Clat  Taixman,  Commissioner. 
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Depabthkrt  of  the  Intertob, 

United  States  Geological  Survet, 

Washinffton,  September  8,  1917, 
Hon.  Edwabb  T.  Taylob, 

House  of  Representatives,  Washington,  D.  C, 

My  Deab  Mr.  Taylor:  In  response  to  your  call  at  iny  oflk-e  on  September  5 
relative  to  the  contemplated  oil-shale  withdrawal  in  Garfield  County,  Colo., 
mentioned  In  Mr.  James  Doyle's  letter  to  you  of  August  31,  1917,  there  seems 
to  be  some  misunderstandinfr  reffardinif  the  proposed  oil-shale  withdrawal  in 
Garfield  County,  Colo.,  referred  to  by  Mr.  Doyle,  as  no  withdrawal  of  the  oil- 
shale  lands  is  contemplated  by  the  Government  at  the  present  time.  It  is  true 
that  the  Government,  and  particularly  the  Geological  Survey,  has  spent  consid- 
erable time  and  money  in  the  last  few  years  in  a  study  of  the  oil-shale  deposits. 
As  a  result  of  the  field  examinations  made  from  1913  to  1916  it  has  been  clearly 
demonstrated  that  the  latent  potentiality  of  the  oil  shale  of  this  region  as  a 
source  of  petroleum  is  enormous.  It  is  also  known  that  there  is  locked  up  in 
these  shales  a  vast  amount  of  nitrogen  which  can  be  recovered  as  a  by-product 
In  the  refining  of  the  shale  and  used  in  the  manufacture  of  fertilizers  and  ex- 
plosives. With  all  this  information  at  hand  the  Government  has  consistently 
held  that  the  oil-shale  land  should  not  be  withdrawn  but  should  be  classified  as 
mineral  land  and  made  available  to  the  public  under  the  United  States  mining 
laws.  Follo^ving  this  policy,  the  first  classification  of  oil-shale  lands  was  trans- 
mitted to  the  Commissioner  of  the  General  Land  Office  by  the  survey  May  23, 
1916.  ♦  ♦  ♦  The  only  oil-shale  lands  in  Colorado  that  have  been  withdrawn 
for  Government  purposes  are  those  Included  in  naval  oil-shale  reserve  No.  1, 
Colorado  No.  1,  embracing  45,440  acres,  approved  I>ecember  6,  1916.  The  lands 
Included  in  the  naval  oil-shale  reserve  are  shown  in  Press  Bulletin  321,  a  copy 
of  which  I  am  inclosing  herewith.    ♦     •    ♦ 

You  may  be  interested  in  an  article  on  the  oil  shales  in  Garfield  and  Rio 
Blanca  Counties,  Colo.,  entitled  "A  new  and  Inexhaustible  Source  of  Petroleum 
Supply,"  in  the  September  number  of  the  Railroad  Red  Book,  issued  by  the  pas- 
senger department  of  the  Denver  &  Rio  Grande  Railroad  Co. 
Very  truly,  yours, 

(Signed)  George  Otis  Smith, 

Director, 

Mr.  McMiXLLiN.  Not  only  did  the  department  by  the  two  bulletins 
and  by  the  classification  and  by  these  letters  encourage  us  to  file  on 
these  lands  under  the  pl'icer  law  but  they  had  the  Geological  Survey 
in  1915  send  two  men  all  through  that  territory  making  reconnais- 
sance. In  1916  the  same  thing  occurred,  and  in  1917  the  »same  thing 
occurred,  and  in  1917  Dr.  David  T.  Dav  came  out  there  as  the  repre- 
sentative of  the  Bureau  of  Mines  and  told  me  in  the  presence  of 
J.  M.  Givens  and  John  M.  Overfield,  of  Independence,  Kans.,  who 
were  my  guests  looking  over  the  opportunities  there,  that  if  we  went 
on  and  built  a  plant  that  the  Bureau  of  Mines  would  send  a 

The  Chairman.  Is  J.  M.  Givens  interested  out  there? 

Mr.  McMuLLiN.  No;  but  he  has  been  out  there,  and  he  is  very 
much  interested.  Day  said  they  had  sent  him  free  of  charge,  at  the 
expense  of  the  department,  and  said  his  instructions  were  to  induce 
in  every  way  the  installation  of  a  plant  in  Colorado,  Utah,  Nevada, 
and  California,  as  the  department,  for  reasons  given  by  Dr.  George, 
was  especially  anxious  to  develop  the  industry. 

We  have  known  of  those  things;  we  have  met  those  gentlemen. 
These  companies  I  represent  are  financed  almost  entirely,  as  far  as 
they  have  gone,  with  Colorado  money.  In  that  agricultural  com- 
munity of  western  Colorado,  from  Leadville  clear  on  down  to  Grand 
Junction,  through  Congressman  Taylor's  district — ^in  Delta,  Mont- 
rose, ana  Telluride — ^the  mining  fraternity  have  faith  in  this  re- 
source, and  we  have  organized  our  companies.  Many  of  them  are 
organized  almost  on  a  cooperative  basis;  that  is  to  say,  the  people 
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will  take  stock  and  make  monthly  payments  of  so  much  a  month-i 
kind  of  community  affair.  That  mountain  shown  on  the  big  picture 
that  Mr.  Taylor  passed  among  the  committee  is  Mount  Logan.  Tk 
Mount  Logan  Co.,  to  show  you  the  way  they  operate,  will  require  t 
8,600-foot  tram  to  bring  that  shale  down  to  the  reduction  plant  lo- 
cated at  the  foot  of  the  mountain.  The  Mount  Logan  Co.  has  never 
sold  a  share  outside  of  the  State,  and  its  stock  is  all  sold  to  locil 
people — stockmen,  ranchmen,  and  miners.  There  is  the  oil-shate  cor- 
poration of  Richardson  &  Flynn ;  there  is  the  American  Shale  Con 
which  have  model  plants  for  experimental  purposes;  but  they  wot 
all  built  according  to  the  best  ideas  they  could  get,  and  they  may  or 
may  not  be  successes.  But  they  have  gone  ahead  in  absolute  good 
faith  under  this  statement  of  the  law,  and  we  believe — ^and  I  want  to 
say  that  the  opinion  of  the  Colorado  bar  is  that  the  placer  act  is 
entirely  adequate  to  protect  the  Government  and  to  protect  tha 
locator.  I  have  talked  that  over  on  my  way  East.  I  had  the  good 
fortune  to  travel  here  with  Mr.  Tyson  S.  Dines^  one  of  the  foremffit 
mining  lawyers  of  the  West,  and  I  took  pleasure  m  putting  the  propo- 
sition up  to  him  to  see  if  he  could  suggest  any  weakness  m  our  po- 
tion, and  he  sustained  our  opinion. 

As  another  illustration  of  how  these  companies  are  financed,  tkj 
had  a  convention  of  the  American  Mining  Congress  in  Denver,  and 
Dr.  Day  was  sent  out  to  address  the  congress  on  shale.  He  was  sent 
out  by  the  Bureau  of  Mines,  and  as  a  result  of  the  enthusiasm  whi<4 
his  address  created  they  organized  in  Denver  the  Victory  Shale  Oil 
Co.,  a  Denver  concern,  with  a  Denver  man  put  on  to  sell  their  stock: 
and  they  are  doing  it  with  land  acquired  under  the  placer  act,  afld 
they  have  gone  ahead  with  absolute  good  faith. 

It  is  unnecessary  to  say,  gentlemen,  what  an  unfortunate  positifw 
any  enterprise  is  placed  in  which  goes  to  the  public  with  its  securi- 
ties and  partially  disposes  of  them  on  the  statement  of  its  attornejs 
and  promoters  that  they  have  acquired  title  under  the  law,  and  theD 
to  have  the  Government  repudiate  their  acts.  If  you  destroy  the 
confidence  of  the  public  in  one  regard  you  generally  have  done  it  is 
another.  We  simply  show  the  manifest  importance  of  this.  Out  in 
our  country  we  regard  it  as  a  war  industry  pure  and  simple;  thatk 
to  say,  the  situation  which  has  grown  out  of  the  war  has  made  it 
necessary  and  desirable,  and  if  we  can  get  it  going  it  will  be  a  great 
source  of  supply  and  aid  in  the  war,  if  the  war  continues.  I  do  n^ 
think  I  am  extravagant  in  saying  that  if  we  do  not  get  upset  in  oor 
plans — and,  mind  you,  the  spring  is  here,  and  this  bill  will  be  ic 
committee  for  some  time,  and  it  will  take  some,  time  to  pass  it— and 
we  do  not  want  to  be  in  a  position  of  having  our  title  stifled  and  thee 
not  have  anything  to  take  its  place;  but  if  we  can  get  the  benefit  of 
our  winter's  work  in  getting  our  money  and  going  ahead,  I  do  noj 
doubt  but  what  Colorado,  within  its  own  borders,  will  spend 
$5,000,000  on  this  industry. 

The  question  was  put  to  Prof.  George,  "  What  is  the  objection  to 
leasing?  "  Well,  you  might  say  a  variety  of  objections — some  pw^" 
tical  and  some  psychological.  You  know  what  it  means  to  s^ap 
horses  in  the  middle  of  a  stream.  I  do  no  know  whether  any  of  y^ 
gentlemen  ever  promoted  an  oil  company  or  not,  but  out  West^ 
sagebrush  lawyers — I  am  what  is  called  a  "  sagebrush  lawyer  "  sinf« 
I  live  in  the  sagebrush  country— do  almost  anything,  and  we  are  u 
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the  position  of  lifting  ourselves  up  by  our  boot  straps;  if  we  have 
not  got  enough  business,  we  go  out  and  develop  something;  we  pro- 
mote. And  I  want  to  say,  gentlemen,  that  that  is  the  way  the  West 
has  been  built  up.  We  say  we  have  acted  in  absolute  good  faith 
and  we  have  exercised  every  precaution  to  find  out  the  attitude  of 
the  department,  and  we  think  yet  we  are  working  in  absolute  co- 
operation with  the  department,  and  the  industry  is  not  yet  devel- 
oped. There  are  no  statistics  on  which  to  base  a  leasing  proposition. 
The  principal  objection  to  a  leasing  proposition  is  this:  You  go  to 
work  and  pass  your  power  to  the  Secretary,  and  then  you  say  that 
he  may  impose  rules  and  regulations. 

Mr.  Eaker.  What  prompted  me  in  asking  that  question  of  the 
doctor  was  that  this  is  primarily  a  leasing  bill,  and  I  felt  that  it 
might  look  a  little  bit  peculiar  as  well  as  awkward  to  attach  to  it 
a  bill  relating  to  this  subject  granting  the  title  and  not  fixing  the 
leasing  matter,  and  I  wanted  your  explanation  of  this  fact. 

Mr.  McMuLLiN.  I  am  glad  you  refreshed  my  recollection  on  that, 
for  this  reason:  Our  position  is  simply  this — ^you  know  we  have 
heard  about  the  Ferris  bill.  One  of  the  woes  of  the  promoter  is  that 
everybody  is  afraid  of  adverse  legislation.  The  question  arose  about 
the  effect  of  the  Ferris  bill  and  the  Walsh-Pittman  bill,  and  they  do 
not  know  what  is  going  on  here.  They  have  no  means  of  finding 
out  accurately,  and  we  think  that  in  order  to  settle  matters  at  this 
stage  of  the  game,  while  we  were  just  crossing  the  river  to  success, 
we  would  ask  that,  in  order  to  cure  up  any  possible  conflict  of  con- 
struction that  it  would  be  better  that  this  bill  simply  covered  these 
things  and  excepted  oil  shale.  I  do  not  think  at  this  stage,  after  the 
Ferris  bill  was  drawn  with  the  idea  of  establishing  the  procedure 
relative  to  coal  and  mineral  oil,  and  at  a  time  when  nobody  knows 
anything  about  shale,  that  wo  ought  to  be  drawn  into  the  category 
of  mineral  oil,  since  you  can  plainly  see  that  we  produce  oil  by  manu- 
facturing and  not  by  pumping. 

Mr.  Mays.  Could  you  finance  a  leasehold  interest  and  raise  the 
amount  of  money  necessary? 

Mr.  McMuLLiN.  I  do  not  know,  sir. 

Mr.  Mays.  I  do  not  believe  you  could  on  a  coal  proposition. 

Mr.  McMuLLiN.  I  do  not  know.  I  would  not  pretend  to  put  my 
opinion  up  on  that.    I  have  thought  about  that  a  great  deal. 

Mr.  Taylor.  Will  people  put  up  their  subscriptions  where  you 
have  ffot  to  go  to  people  to  get  $5  and  $10  and  $50  and  $100  apiece  to 
raise  $2,000,000  on  a  mere  revocable  lease? 

Mr.  McMuLLiN.  Those  of  you  who  have  lived  in  the  mining  coun- 
try know  that  a  great  deal  of  mining  stocks  are  bought,  and  these 
stocks  are  on  a  speculative  basis.  For  instance,  the  talk  is  made  about 
the  fact  that  a  man  should  not  take  any  acreage  that  he  can  not  use. 
But,  as  a  matter  of  fact,  it  is  the  big  acreage  and  the  prospect  of 
owning  a  big  thing  that  gets  a  man  to  take  what  he  calls  a  ^'  cnance  " 
at  a  low  price,  and  that  is  the  way  you  sell  stock  and  get  the  average 
company  started.  What  you  call  a  "  wildcatter,"  a  new  project  gets 
its  capital  b^  offering  extraordinary  inducements.  The  idea  of  the 
Government  is  perfectly  proper  for  an  established  industry  that  will 
attract  big  money.  But  we  live  in  a  country  where  there  is  not  big 
money,  and  where  there  are  not  many  big  financiers,  and  the  only 


908  OIL  LBASIFO  LAJTDS. 

chance  for  us  to  make  any  money  is  to  divide  the  thing  up  and  pot 
it  on  a  basis  that  will  attract  the  little  man.  They  say  this  is  a  mat* 
ter  that  will  attract  the  big  men,  I  want  to  tell  you,  with  Liberty 
bonds  at  4  per  cent,  and  surtaxes,  the  big  man  is  not  looking  for  any- 
thing like  that,  and  it  is  the  big  man  who  wants  the  sure  thing,  and 
the  little  man  is  the  one  that  generally  establishes  such  an  industry. 
It  has  been  that  way  in  every  mining  camp;  it  has  been  that  way 
with  every  claim  in  the  oil  fields;  it  has  been  that  way  in  Wyoming. 
In  Wyoming  those  folks  went  in  there  on  that  basis.  I  remember  the 
day  when  the  Midwest  was  accused  of  wildcatting.  A  friend  of  mine 
abused  the  management  for  that;  and  now  they  are  abused  for  hav.- 
ingtoo  much  money.    That  is  the  way  it  goes.  * 

But  I  want  to  say  to  you,  gentlemen,  that  we  simply  come  here  for 
the  purpose  of  asking  that  we  be  not  drawn  into  the  mineral  oil 
controversy;  that  we  be  put  in  a  separate  class;  that  this  bill  simply 
removes  the  question  by  stating  that  it  does  not  relate  to  the  oil  shale, 
and  then  when  you  get  ready  to  legislate  on  hydrocarbons,  and  when 
we  have  had  the  experience,  and  when  we  have  demonstrated  how  we 
are  stealing  that  stuff,  if  we  do — and  I  promise  you  we  are  not  going 
to— then  legislate  us. 

I  thank  you. 

The  Chairman.  We  shall  now  be  glad  to  hear  Mr.  Fry. 

STATEMENT  OF  MB.  JOHN  H.  FBT,  DENVEB,  COLO. 

Mr.  Fry.  I  just  wanted  to  say  that  we  are  up  against  a  proposition 
of  endeavoring  to  build  up  this  industry,  particularly  our  firm,  the 
Federal  Shale  Oil  Co.,  with  several  other  shale-oil  companies.  The 
Federal  Shale  Oil  Co.  has  made  a  little  more  progress  because  it  has 
been  able  to  secure  a  little  better  financial  backing  than  the  othere, 
and  it  is  by  reason  of  their  efforts  that  Mr.  George  and  Mr.  Pearse 
were  in  Washington.  Mr.  George,  of  course,  is  the  State  geologist 
of  Colorado  and  is  simply  representing  them  in  an  advisory  capacity. 
Mr.  Peai-se  is  employed  to  build  a  plant  for  them,  and  we  had  ar- 
rived at  the  place  where,  on  the  one  hand,  the  company  was  able  to 
finance  this  proposition  and,  on  the  other  hand,  they  thought  they  had 
acquired  such  scientific  information  that  they  were  able  to  let  a 
contract  for  the  construction  of  a  plant,  and  the  maps  and  data  that 
have  been  handed  to  you  show  somewhat  of  the  magnitude  of  this 
operation.  We  came  to  Washington  because  we  had  taken  it  up  in 
the  beginning  with  the  department,  telling  them  what  we  were  doing 
and  having  them  tell  us  what  they  thou^t  we  should  do.  In  other 
words,  as  far  as  I  know,  we  and  all  of  the  oil-shale  companies  en- 
deavoring to  promote  this  industry  are  acting  in  strict  cooperation 
and  in  accordance  with  the  Interior  Department  and  the  Bureau  of 
Mines. 

There  arose  some  discussion  as  to  our  ability  to  acquire  patentjv, 
and  it  was  rumored  that  some  legislation  might  take  place  concerning 
this  matter.  We  examined  the  drafts  of  the  Ferris  bill  and  the 
Walsh-Pittman  bill,  and  thought  there  was  nothing  in  them  that 
affected  any  locations  that  had  already  been  made.  In  this  case,  we 
make  the  discovery  when  we  make  the  locations,  because  while  it  is 
not  rock  in  place  it  is  rock  where  you  can  see  it  plainly  and  find  it. 
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As  I  say,  wq  thought  there  was  nothing  in  either  of  th^se  bills  that 
affected  anything  about  present  discoveries  or  locations,  and  we  were 
willinff  to  let  it  rest  as  it  was.  I  will  have  to  say  that  I  think  per- 
haps Che  passage  of  the  bills  might  prevent  the  acquisition  of  other 
•oilrshale  lands  under  the  placer-minmg  act.  But  be  that  as  it  may, 
when  we  heard  of  this  discussion,  we  came  to  Washington^  in  order 
that  we  might  present  to  the  Interior  Department,  in  the  first  place, 
the  scientific  facts  we  had  ascertained,  and  report  to  them  what  we 
were  doing  and  what  our  position  was,  and  we  have  done  that.  And 
jit  the  request  of  the  Interior  Department  we  have  asked  that  Mr. 
George  and  Mr.  Pearse  make  some  statements  before  this  committee, 
so  that  it  would  be  in  the  record  and  the  information  would  be  here 
if  any  legislation  was  attempted. 

We  did  not  come  down  here  for  the  purpose  of  suggesting  anv 
legislation  whatever.  We  felt  like  leaving  that  to  Congress,  with 
the  advice  of  the  various  departments  as  to  what  would  oe  proper. 
We  simply  thought  it  was  best  that  we  give  to  them  the  facts  so  that 
they  might  have  them  in  view  if  any  legislation  did  take  place.  Per- 
sonally, I  would  like  to  see  a  short  clause^  eliminating  this  from  any 
of  the  operations  of  either  one  of  these  bills,  simply  for  the  purpose 
of  construction.  The  bills  as  drawn  are  not  applicable  to  the  situa- 
tion.   They  speak  about  digging  wells. 

Mr.  TAyix)B.  But  there  is  ai^oth^  thing,  Mr.  Fry.  This  subject 
has  been  before  Congress  for  many  years.  This  bill  may  be  in  con- 
ference all  summer  and  may  be  killed,  and^  in  the  meantime,  this 
industry  is  held  up  by  the  gills  and  it  is  frightfully  uncertain  and 
harmful. 

Mr.  Frt.  It  causes  a  state  of  uncertainty* 

Mr.  Tatix>r  (continuing).  If  they  think  shale  is  ultimately  going 
to  be  incli^ded  in  thip  biU,  and  not  knowing  what  the  law  wul  be, 
tl^ese  men  can  pot  turn  ^  wheel  f  rpm  now  ob. 

Mr.  Frt.  I  think  that  is  largely  true.  Of  course,  we  feel  that  if 
any  new  legislation  is  contemplated,  we  have  given  the  facts  upon 
wmch  Congress  can  study  out  what  fair  legislation  would  be. 

The  Chatbman.  Let  me  ask  you,  Mr.  Fry,  is  it  your  opinion  that 
you  ca^  finance  a  $2,000,000  on  unpatented  lands  on  the  public  do- 
main t 

Mr.  Fby.  I  think  that  we  can,  unless  there  is  some  discussion. 

The  Chajbman.  Would  not  a  lease,  under  which  you  knew 
definitely  and  precisely  what  you  were  going  to  get,  be  infmitely  bet- 
ter for  you  in  raising  money  than  it  would  to  proceed  on  unpatented 
lands— I  am  not  speaking  about  conditions  after  patenting} 

'Mx.  Fbt.  X  would  say  wat  a  lease  which  we  knew  definitely,  either 
a  law  which  prescribed  a  definite  form  of  a  lease  or  a  lease  which 
we  had  made  definite,  would  be 

The  Chaibmak.  A  nard  and  fast  agreement,  but  one  which  would 
be  subject  to  regulations  or  changes  at  any  time,  would  not? 

Mr.  Fbt.  In  connection  with  the  lease,  I  would  say  that  the  con- 
ditions of  the  present  leasing  law  can  not  be  applicable  to  a  thing 
like  shale. 

The  Chairman.  That  is  true.  But  supposing  we  put  in  another 
provision! 
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Mr.  Frt,  That  is  undoubtedly  true,  and  that  is  why  we  came  down 
here,  because  I  have  realized  the  position  of  the  department  for 
some  time  has  been  in  favor  of  leasing.  Personally,  I  like  patenting, 
but  if  there  is  to  be  leasing  we  want  to  get  patent  before  it  comes. 
It  is  a  case  where  there  must  be  an  unlimited  amount  of  raw  ma- 
terial. It  is  essentially  a  manufacturiujz  proposition.  Oil  shaK 
so  called,  does  not  contain  oil  as  oil  at  all.  It  is  simply  a  product 
that  you  take  and  manufacture  oil  out  of.  It  necessitate  the  build- 
ing of  a  large  manufacturing  plant  which  can  not  be  built  with 
any  limit  as  to  time.  It  must  oe  one  that  is  built  to  last.  So  far  as 
we  know,  they  build  them  in  Scotland  where  successful  on  the  propo- 
sition of  being  operating  concerns  for  70  and  100  years,  and^  of  course, 
that  is  the  way  the  English  do  it.  I  have  been  acquainted  with 
English  mining  corporations;  they  do  not  build^  for  10  or  15  or  20 
years;  they  build  for  practically  an  indefinite  time.  Consequently^ 
anything  upon  this  line  must  be  for  an  indefinite  term  until  the  raw 
material  is  exhausted,  and  it  must  be  of  sufficient  area  on  which  you 
can  say  that  you  are  building  a  plant  which  has  no  limit  to  its  life, 
because  it  is  a  low-grade  proposition. 

As  to  financing  on  unpatented  claims,  we  have  exercised  care  in 
making  the  locations  in  this  matter,  and  have  had  our  consultation 
with  tne  department  as  we  went  along,  and  this  company  was  in  a 

{>osition  to  finance  its  project,  and  I  think  it  is  financing  it  on  a  very 
arge  basis. 

Mr.  Elston.  Speaking  about  the  care  in  making  the  locations :  In 
doing  that,  have  you  gone  ahead  and  used  the  eight  individuals  in 
locating  on  160  acres,  and  then  aggregating  those  160-acre  claims 
into  6,000  or  7,000  acres  for  one  concern  1 

Mr.  Fry.  Yes,  sir. 

Mr.  Elston.  You  know  what  an  assault  has  been  made  upon  that 
aggregation  for  the  benefit  of  one  concern.  Why  do  you  think  you 
can  get  by,  when  your  express  purpose  ahead  of  time  is  to  go  out 
by  this  process  and  aggregate  into  6,000  or  7,000  acres,  for  specu- 
lative purposes? 

Mr.  Fry.  That  may  be  true,  but  I  will  state  the  matter  was  covere<f 
in  the  California  decision,  which  has  been  approved  by  the  United 
States  courts.    I  can  give  you  the  names  of  the  cases  now. 

Mr.  Elston.  Have  you  been  present  during  the  hearings  in  which 
an  assault  has  been  made  upon  the  procedure  of  getting  eight  men 
to  locate  with  the  intention  that  those  acres  shall  be  aggregated  in 
the  one  company  and  then  be  developed  by  one  company? 

Mr.  Fry.  Here  is  the  distinction  between  our  procedure  and  those 
which  have  been  condemned.  Of  the  eight  locators,  or  the  men  who 
made  those  locations,  in  the  same  organization  and  corporation,  each 
has  the  same  interest  in  the  corporation  as  he  had  in  the  land^ 
before  they  organized.  That  is,  they  have  not  organized  for  the 
benefit  of  anyone.  After  they  located  their  lands  they  associated 
themselves  together  for  the  mutual  development  of  the  property. 
each  locator  taking  in  the  corporation  the  same  proportion  of  stock 
as  his  are^i  bore  to  the  total. 

Mr.  Elston.  The  same  group — those  eight  locators — ^located  over 
and  over  again  until  thev  aggregated  6,000  or  7,000  acres.  Is  that 
right  ? 

Mr.  Fry.  Not  the  same,  exactly,  but  practically  the  same. 
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Mr.  Elston.  Then  they  made  their  transfers  indivichially  to  the 
corporation.    Tlie  corporation  did  not  make  the  h>cati(m,  did  it? 

Mr.  Fky.  No,  sir. 

Mr.  Elston.  Then,  when  thev  started  out  to  make  these  160-acre 
locations,  with  the  intention  ahead  of  time  of  agi^re^ating  them  into 
6,000  or  7,000  acres,  they  liad  the  intent  of  transterring  that  6,000  or 
7,000  acres  to  a  corporation.  Have  there  been  any  cases  where  that 
corporation  thereafter  transferred  its  holdings  to  another  corpora- 
don? 

Mr.  Fky.  I  do  not  know.    This  is  the  same  corporation. 

Mr.  Elston.  I  am  surprised  that  the  department  would  look  witfr 
jfavor  on  that  kind  of  a  thing  when  they  have  condemned  the  same 
thing.  I  am  not  condemning  it  if  it  is  the  only  practical  way  of" 
doing  it,  if  it  is  in  the  nature  of  the  business,  but  for  the  purpose  of 
finding  out  whether  what  is  fish  in  one  case  is  being  made  lowl  in 
another. 

The  Chairman.  They  have  not  any  title. 

Mr.  Fry.  Do  not  let  me  mislead  you  to  say  that  the  department 
has  approved  of  what  we  have  done.  What  I  said  was,  we  are  trying* 
to  work  in  cooperation  with  the  department,  and  we  have  told  them 
at  all  times  what  we  have  done,  and  we  have  gone  so  far  as  to  ask 
them  to  call  our  attention  to  any  defects,  which  they  have  not  done. 
They  have  not  said  we  are  right  or  wrong.  But  the  method  we  have 
pursued  in  organizing  this  corporation  is  a  method  which  was  ap- 
proved by  the  Supreme  Court  of  California,  and  which  case  was 
approved  by  the  United  States  courts.  So  that  we  felt  that  we  were 
proceeding  with  a  great  deal  of  care. 

Mr.  Mays.  How  about  discovery^ 

Mr.  Fry.  The  discovery  is  tliere;  we  made  the  discovery. 

Mr.  May's.  If  this  does  not  contain  oil,  as  such,  how  are  you  going 
to  make  discovery? 

Mr.  Fry.  Just  as  you  do  in  a  placer  claim  on  gold.  You  go  in 
and  find  some  rock,  and  then  you  assay  or  get  that  gold  out,  do  you 
not?  You  do  not  find  the  gold  as  gold  in  the  rock,  but  you  take  out 
your  rock,  and  then  you  make  an  assay ;  you  get  your  gold,  and  that 
constitutes  your  discovery.  In  this  case  we  go  on  and  we  dig  out 
a  lot  of  this  shale,  and  we  go  and  have  an  assay.  We  get  from  that 
our  petroleum,  or  our  oil,  and  in  that  matter  we  have  proof  of 
discovery. 

Mr.  Saker.  It  depends  upon  whether  it  is  a  lode  claim  or  placer 
claim. 

Mr.  Fry.  It  is  just  the  same,  discovery  in  both  cases. 

Mr.  Baker.  Oh,  no.  If  it  is  a  lode  claim,  you  have  quartz,  either 
visible  or  nonvisible,  and  you  work  it  out,  through  a  process,  by 
stamp  mills  and  other  processes.  If  it  is  a  real,  genuine  placer  claim^ 
you  just  wash  it  right  out  and  pick  up  the  golcL    Is  not  that  right? 

Mr.  Mays  (interposing).  Do  you  not  have  to  put  in  a  plant  that 
will  produce  this  oil  in  a  commercial  way  before  the  department  ha^ 
considered  you  have  discovered  anything? 

Mr.  Fry.  That  is  a  question  for  the  department  to  answer.  I  do 
not  think  so.  The  question  about  discoveries,  which  have  caused  so- 
much  trouble  in  oil,  are  not  present  in  this  case.  In  that  case  they 
do  not  discover  the  oil  until  long  after  location,  and  probably  never- 
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But  in  this  case  we  are  prepared  to  prove,  as  a  matter  of  evidence,  a 
matter  of  scientific  investigation,  that  we  have  discovered. 

Mr.  Taylor.  You  do  not  have  to  discover  anything;  it  is  right 
there.  You  just  retort  out  the  oil,  and  get  a  sample  in  a  bottle,  and 
then  put  an  affidavit  on  it. 

The  Chairman.  Has  not  the  department  squarely  passed  on  the 
proposition  as  to  whether  or  not  the  finding  of  a  vein  of  rock  like 
this  [referring  to  sample  of  oil  shale  heretofore  exhibited  to  the 
committee],  that  is  known  to  contain  quantities  of  oil  that  can  be 
produced,  a  discovery? 

Mr.  Fry.  All  I  can  say  is  that  I  understand  that  two  sections  of 
similar  kind  of  land  in  the  State  of  Nevada,  on  which  the  same  thing 
has  been  done,  have  been  patented  by  the  department. 

The  Chairman.  When? 

Mr.  Fry.  I  do  not  remember  the  exact  date,  but  [  think  I  was  told 
by  Mr.  Tallman  that  they  were  patented. 

The  Chairman.  Did  they  have  a  skimming  plant  or  topping  plant 
that  actually  produced  oil  ? 

Mr.  Fry.  No;  they  were  taking  it  down  to  Pittsburgh  or  some 
place  else  and  demonstrating  it. 

The  Chairman.  None  of  these  claims  have  produced  oil  in  com- 
mercial quantities? 

Mr.  Fry.  No  ;  there  are  not  any  plants. 

The  Chairman.  No  producing  plant  or  retort  of  any  sort  which  is 
now  producing? 

Mr.  Fry.  No. 

Mr.  Taylor.  There  is  a  large  amount  of  thia  shale  land  that  has 
been  located  and  is  now  held  under  the  placer  law.  But  none  of  it 
has  vet  gone  to  patent. 

The  Ciiairman.  Has  one  acre  of  this  land  withdrawn  in  Oolorado 
been  patented? 

Mr.  Fry.  No. 

The  Chairman.  So  you  do  not  know  what  t|ie  holding  of  the  de- 
partment will  be? 

Mr.  Fry.  We  do  not. 

The  Chairman.  Is  there  not  a  chance  that  in  about  three  years  if 
you  gentlemen  do  not  get  any  leasing  proposition  and  get  your  rights 
definite  and  certain. that  you  will  be  coming  in  and  having  the  same 
difficulty  California  is  having?  California  thought  they  could  get 
patents  in  five  years,  and  now  they  are  having  a  hard  time  getting 
a  tease. 

Mr.  Fry.  That  was  just  our  purpose  in  coming  down  here.  We 
do  not  want  to  follow  in  their  path.  If  there  is  anything  wrong  with 
our  procedure,  if  there  is  anything  wrong  with  our  undertakin<r. 
or  if  there  is  any  danger,  we  think  that  the  Government,  before  we 
make  this  investment,  or  while  we  are  making  this  investment,  shoald 
see  we  are  protected.  I  am  putting  it  up  to  the  department,  and  I 
think  they  ought  to  do  that. 

Mr.  Elston.  Are  you  perfectly  willing,  if  Congress  will  let  you 
alone,  to  take  the  chance  of  getting  your  patent  on  the  faith  of  these 
letters  written  by  the  depailment  and  on  the  faith  that  the  Attorney 
General  will  not  watch  your  proceeding  and  sooner  or  later  ccrnie  in 
and  prosecute  you  as  he  has  some  others  in  other  fields,  after  its  hav* 
ing  been  demonstrated  that  you  have  a  big  thing  and  a  rich  thing! 
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Mr.  Fry.  I  will  have  to  say  this,  like  the  geologist,  that  I  am  not 
interested  financially  in  this, 

Mr.  Elston,  Are  jrou  willing  to  take  a  chance? 

Mr.  Fry.  I  am  going  to  answer  it  by  saving  that  in  our  opinion 
we  have  complied  with  the  placer  laws,  ana  having  done  the  assess- 
ment work  we  would  be  entitled  to  payment,  and  from  the  records 
there  are  no  fraudulent  or  improper  entries  which  would  prevent 
patents  being  issued. 

Mr.  Taylor.  Let  me  supplement  what  you  have  said.  Of  course, 
Mr.  Fry  represents  the  Federal  Oil  Shale  Uo.  I  represent  probably  a 
hundred  oil-shale  companies — I  represent  all  Colorado.  I  say  to  you 
this  on  behalf  of  Colorado,  that  ii  you  will  just  expressly  eliminate 
oil-shale  lands  from  this  bill  and  provide  that  they  may  continue  to 
be  located,  administered,  and  patented  under  the  placer-mining  law, 
our  people  would  prefer  to  have  you  do  it,  and  they  will  go  ahead  and 
try  to  get  patents.  If  the  department  will  not  let  them  have  patents 
they  will  be  compelled  then  to  come  to  Congress  to  get  relief  or  try 
to  come  in  and  get  a  lease.  But  Dr.  George  Otis  Smith,  Dr.  Manning, 
and  Commissioner  Tallman  have  all,  for  years,  been  urging  these  men 
to  do  this  very  thing,  to  locate  and  patent  these  shales  under  the 
placer  law,  and  we  do  feel  that,  backed  up  with  all  of  their  letters 
and  encouragement  and  classification,  at  my  specific  request,  and  all 
of  their  publishing  to  the  world  to  the  effect  that  "  We  won't  make 
any  more  withdrawals  of  shale  land,  gq  ahead  and  develop  them  if 
you  can,  and  patent  them  under  the  placer  law,"  we  do  not  believe 
they  will  now  repudiate  their  actions  and  turn  down  these  people 
who  are  following  their  specific  and  direct  instructions  right  along. 

Mr.  Mays,  Di^rent  officials  may  come  in. 

Mr.  Taylor.  That  is  true,  but  these  high  officials  will  not  welch 
on  their  own  representations  and  instructions.  Since  talking  with 
those  gentlemen  I  believe  if  that  kind  of  a  provision  is  put  in  this  bill 
it  will  be  scupulously  recognized  and  enforced,  and  all  those  people 
who  strictly  comply  with  the  law  wiU  get  a  patent. 

Mr.  Raker.  The  statement  made  by  Mr.  Taylor  describes  the  situa- 
tion which  occurred  in  California  20  years  ago,  when  everybody  was 
spending  their  money,  some  making  recordations,  some  drilling — 
everybody  said  it  was  all  right. 

The  Chairman.  Are  all  of  your  people  agreed  out  there  that  they 
are  willing  to  be  left  out  of  the  bill  altogether  and  take  their  chances 
in  wrestling  with  the  department  on  uiese  questions?  You  better 
think  about  that  a  little  before  you  answer. 

Mr.  La  Follette.  The  Attorney  General  will  write  the  Secretary 
of  the  Interior  a  letter  and  the  Secretary  will  change  his  mind. 

Mr.  Mays.  How  about  this  group  development  ? 

Mr.  Fry.  There  has  been  some  dispute  as  to  whether  we  are  agreed 
or  not  agreed.  I  want  to  answer  that  question.  When  we  started 
here  we  had  the  first  information  about  this  matter.  Mr.  McMullin,  it 
is  true,  represents  a  group.  My  partner,  Mr.  George  L.  Nye,  is  one  of 
the  biggest  mining  lawyers  in  Colorado,  formerly  a  partner  of  Sena- 
tor Thomas,  and  in  that  office,  which  is  a  rather  large  one,  we  repre- 
sent several  oil-shale  companies.  After  Mr.  Potter  and  our  crowd  had 
left  for  Washington  they  had  a  meeting  in  Denver  at  which  they 
adopted  a  resolution,  following  the  same  thing  that  was  done  in 
Grand  Valley,  asking  that  this  matter  simply  be  expressly  excluded 
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from  the  bill.  After  I  arrived  in  Washington  and  talked  with  xU 
department,  or  rather  Mr.  George,  who  had  taken  it  up,  talked  with 
them,  and  I  ascertained  the  result  of  his  conversations,  1  wired  back 
that  I  did  not  know ;  that  I  thought  the  departments  were  in  favor 
of  leasing  instead  of  going  to  patent,  and  that  I  did  feel  that  applict- 
tions  would  probably  be  carefully  scrutinized ;  and  I  felt,  on  the  other 
hand,  that  those  who  had  gone  ahead  in  good  faith  would  get  past. 
but  that  the  department,  as  I  felt,  were  incnned  to  urge  upon  Congress 
fl  very  liberal  leasing  bill.  I  wired  that  to  Mr.  Nye,  and  he  was  one 
of  the  men  who  drew  the  resolution  that  was  adopted  at  the  meetir^r 
on  Monday.  So  I  had  a  wire  telling  about  this  resolution  as  soon  :i>  I 
arrived  in  Washington.  I  wired  back  to  Mr.  Nye  what  I  thought 
were  the  conditions,  and  he  wired  back  to  me.    [Reading:] 

Denver,  Coix).,  February  j82,  J91S. 
John  H.  Fry. 

l'ongres9  Hall  Hotel,  Washinffton,  D.  C: 

AU  oil-shale  lntert»sts  here  a  unit  and  urge  either  separate  bill  or  separate 
■sections  coverinjr  necessity  shale  locations  and  operations,  with  which  you  are 
familiar.  ()bje<'tions  to  including  oil  shale  in  Walsh-Plttman  or  Ferris  bill  doe 
entirely  to  fact  that  provisions  resi)ecting  ordinary  oil  lands  not  applicable  ti» 
oil  shales.  All  legitimate  intert^sts  satisfied  if  shales  can  be  treatetl  fairly  in 
separate  bill  or  separate  section  with  acreage  and  along  lines  you  suggest  No 
objections  to  royalties  or  any  fair  and  workable  terms,  but  protest  against  ii^ 
elusion  by  rule  or  regulation  which  will  produce  only  confusion  and  retard 
development.  IMease  urge  that  production  of  oil  from  shales  is  manufticturlDg. 
not  prospecting,  and  will  require  large  investment  and  huge  daily  tonnage  for 
successful  operation.  McMuIlln  stopped  in  Chicago  to  see  Reed,  and  wiU  prob- 
ably reach  Washington  Monday.  You  have  full  authority  to  represent  all 
interests. 

Gbo.  L.  Ntk. 

If  the  department  thinks  we  had  the  right  and  should  reconimend 
any  leasing  bill,  the  area  would  be  in  the  neighborhood  of  6.4O0 
acres,  with  probably  no  royalty  for  10  or  15  years,  and  then  with  a 
fair  royalty  and  on  a  basis  that  it  would  be  for  tne  length  of  time 
necessary  to  exhaust  the  thing. 

The  Chairman.  Let  me  make  a  suggestion  to  you  there :  You  can 
not  write  in  any  provisions  of  that  sort  and  pass  it.  I  do  not  think 
there  is  any  use  to  hold  out  any  such  hope  to  you.  What  would  you 
say  about  a  provision  of  this  sort:  ''Provided^  That  the  Secretary  of 
the  Interior  is  hereby  authorized,  under  such  rules  and  regulations 
as  he  may  prescribe,  without  regard  to  acreage  and  royalty,  to  lease 
on  such  terms  and  under  such  rules  and  regulations  as  he  may  pre- 
«;ribe  these  shale  oil  lands." 

That  turns  the  Secretary  of  the  Interior  loose  to  work  out  a  plan 
for  this.  Where  would  that  leave  you  ?  Could  you  get  leases  under 
that? 

Mr.  Fry.  I  think  there  would  be  some  good  leases  let.  The  onlj 
trouble  with  it  is  that — I  do  not  know  why — ^but  it  seems  to  me  that 
by  these  regulations  the  department  wants  to  govern  a  man's  entire 
business  from  A  to  Z,  oftentimes  in  conflict  with  local  laws  concern- 
ing mining.  I  do  not  know  why  that  attitude  is  brought  about  or 
what  causes  it.  If  they  would  make  a  lease  as  two  men  would  get 
together,  where  one  man  owns  the  land  and  the  other  wants  to  work 
it — as,  for  instance,  coal  lands,  where  we  have  gone  over  manj 
periods  of  years  and  have  never  had  a  dispute.  If  we  could  get ' 
leases  of  that  kind  I  could  see  no  reason  why  that  would  not  be  all 
right :  and  I  think  if  the  Secretary  or  some  of  his  assistants,  such  as 
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his^  First  Assistant  or  Mr.  Tallman,  the  Commissioner  of  the  Land 
Office,  or  some  one  like  that,  would  work  out  the  details  of  a  lease 
everybody  would  be  all  right. 

The  Chairman.  The  leasing  business,  Mr.  Fry,  in  the  department 
is  not  new ;  it  is  very  old.  They  have  leased  and  developed  my  whole 
State  like  that.  They  know  how  to  draw  it.  They  are  filling  up  this 
lan(l  and  disposing  of  this  land  and  making  a  success  of  it,  and  the 
Indians  are  anxious  to  have  it  done,  white  people  are  anxious  to  have 
it  done,  and  capital  does  not  hesitate  to  bring  all  the  money  that  is 
necessary  under  those  leases;  and  it  is  much  safer  than  to  have  a 
Debulous  chance  to  get  a  patent,  which  you  will  in  all  probability 
never  get.  Do  not  think  anybody  will  let  you  have  a  cent  on  unpat- 
ented claims. 

Mr.  Taylor.  If  they  have  leases  like  that,  these  men  can  not  go  out 
and  get  a  dollar.  Nobody  would  put  up  5  cents  on  a  proposition  of 
that  kind. 

Mr.  Frt.  You  can  recognize  this  difference,  Mr.  Ferris,  between 
a  thing  like  this  and  an  ordinary  oil  well.  Here  has  to  be  an  initial 
investment  of  a  lar^e  amount  of  money. 

The  Chairman.  True.  But  that  will  appear  to  the  Secretary,  who 
will  have  a  free  hand  to  lease. 

Mr.  Fry.  Surely ;  and  I  think  under  present  conditions  companies 
going  to  operate  in  good  faith  would  get  a  very  fair  lease. 

Mr.  Raker.  How-  can  you  take  that  view  when  you  have  never  had 
any  experience,  and  there  has  been  in  operation  not  one  lease  of  this 
kind  ?  There  never  has  been  a  provision  by  the  Government  to  date, 
and  the  Indian  proposition  has  no  relation  to  this  kind  of  leasing.  I 
want  to  call  your  attention  to  this :  The  Government  is  rei)resenting 
these  Indians,  and  thev  are  the  ones  to  represent  the  Indians,  who 
are  the  wards,  the  children  who  are  incompetent  and  everything  else, 
and  they  are  dealing  with  third  parties. 

The  Chairman.  Is  not  the  Government  representing  its  own  land 
much  more  than  that  of  the  Indians? 

Mr.  Raker.  But  here  you  find  the  Government  representing  one 
party,  and  you  find  a  great  crowd  of  brainy,  intelligent  men  repre- 
senting the  other  side,  and  who  have  to  give  the  Secretary  absolute, 
sweepmg  power  and  he  will  be  watching  all  the  time,  saying,  "  I  will 
wat<*h  these  people."  They  are  figuring  for  themselves,  whereas  in 
the  Indian  lease  the  Government  is  representing  the  Indian. 

The  Chairman.  In  this  instance  the  Government  is  representing 
its  own  land.  Why  not  let  the  Government  lease  its  own  land  under 
such  terms  as  it  may  deem  best?  We  do  not  know  enough  about  this 
to  write  into  the  law  an  intelligent  provision. 

Mr.  Taylor.  That  is  the  reason  why  we  ought  to  cut  it  out. 

The  Chairman.  Whom  else  can  we  trust? 

Mr.  Raker.  I  do  not  believe  we  ought  to  give  a  blanket  permis- 
sion to  lease  these  lands  to  the  Secretary. 

Mr.  Fry.  Personally,  I  am  opposed  to  vesting  in  any  department 
of  the  Government,  outside  of  the  legislative  branch,  discretionary 
power  in  such  matters.  That  is  said  without  any  reflection  upon 
nny  department  at  this  or  any  other  time.  It  has  always  been  my 
idea  that  the  legislative  branch  made  the  laws  and  the  executive 
bnmch  was  to  carry  them  out.  When  we  turn  that  over  to  some 
others  it  goes  against  my  grain  as  a  lawyer,  not  that  thoy  do  not  do 


916  OIL  LBASliro  LAKM. 

it  fairly  and  properly,  but  it  is  not  the  way,  it  seems  to  me,  the 
Government  should  be  run.  It  may  be  all  right  and  may  be  neces- 
sary, but  that  is  my  personal  objection  to  it,  although  at  the  sug- 
gestion and  after  talking  with  them  I  did  strike  off  an  alternative 
section  that  provided  for  that  very  thing,  which  I  just  gave  to  Judge 
Baker.  I  drew  a  section  or  leasing  bill  which  seems  to  me  to  cover 
the  whole  thing,  in  about  three  sentences,  if  you  need  them. 

The  Chairman.  I  have  not  seen  the  provision.  Upon  what  acre- 
age? 

Mr.  Frt.  Not  less  than  6,400  acres. 

The  Chairman.  All  right.    What  royalty? 

Mr.  Fry.  Royalties  between  1  and  5  cents  per  cubic  yard. 

The  Chairman.  Supposing  somebody  would  cut  your  6,400  acres 
down  in  the  House  to  probably  5  or  10  acres,  you  would  get  more 
the  other  way  ? 

Mr.  Fry.  We  would  have  to  quit,  and  that  is  why  we  come  here. 

Mr.  Taylor.  Mr.  Chairman,  Mr.  George  has  testified  that  there 
is  15,000  square  miles  of  shale.  Multiply  640  acres  in  a  square  mile 
by  the  15,000  and  it  gives  9,640,000  acres  of  shale.  Divide  that  by 
6,000  and  it  would  give  1,600  leases  of  6,000  acres  each  in  those 
three  States  alone.  There  will  not  be  anything  like  that  number 
taken— probably  not  over  a  hundred — for  many  years  to  come. 

The  Chairman.  Do  you  think  you  can  get  that  tnrough  the  House? 

Mr.  Taylor.  I  think  we  ought  to  try  to  appeal  to  the  House  on 
the  basis  that  the  country  wants  the  oil.  I  have  been  three  times 
down  before  the  officials  of  the  Interior  Department  with  Mr.  Mo- 
Mullin,  Dr.  George,  and  several  other  gentlemen.  Wo  have  l^een 
going  over  this  shale  subject  for  several  days  with  them,  and  I  think 
we  are  going  to  come  to  some  kind  of  an  understanding  v^iiereby  the 
department  will  suggest  to  the  committee  to  do  something  practical. 
But  before  these  gentlemen  go  home  I  wanted  them  to  make  this 
very  full  statement  in  the  record,  so  that  we  would  have  a  practical 
presentation  of  the  matter  by  these  people  to  the  committee,  and 
urge  the  department  and  Congress  to  encourage  a  new  enterprise* 
that  has,  we  believe,  great  future  possibilities  for  the  country,  and 
affecting  the  prosperity  of  those  otates.  We  earnestly  hope  there 
will  be  enough  common  sense  and  fairness  in  Congress  and  in  the 
departments  to  enact  a  liberal  provision  that  will  encourage  the  de- 
velopment of  this  proposed  industry  on  a  workable  basis.  If  these 
people  have  got  to  have  6,000  acres  to  finance  a  plant  on,  give  it  tt> 
them ;  and  if  Congress  will  not  agree  to  lease  a  sufficient  acreage  to 
operate  a  plant,  tnen  we  will  ask  them  to  let  them  get  a  patent  to 
enough,  which  would  be  very  much  better. 

The  Chairman.  If  they  will,  they  do  not  need  anything  else. 
My  own  idea  is  they  will  not  grant  a  patent  to  an  acre.  They  will 
hold  they  have  dimmiies,  that  they  have  not  proven  diligence,  and 
we  will  have  10  years'  strife;  and  if  we  can  keep  these  people  out 
of  a  pitfall,  someoody  ought  to  do  it. 

Mr.  Taylor.  I  am  trying  very  hard  in  this  bill  to  keep  them  out 
of  a  pitfall.  That  is  the  reason  I  have  gone  to  the  Interior  De- 
partment several  times.  If  they  and  this  committee  will  agree  to  a 
reasonable  and  fair  provision  m  this  bill  there  will  be  no  pitfall. 

Mr.  Raker.  The  reason  I  called  attention  to  the  statement  of 
Mr.  Fry  about  eight  of  them  making  their  applications,  and  then 
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another  application ;  and  then  another  group,  all  by  arrangement  in 
advance,  and  then  transferring  them  to  one  main  corporation;  and 
these  gentlemen  will  be  just  jumping  from  one  end  of  this  country 
to  the  other  as  dummy  locators,  although  legitimately  spending  their 
money  and  developing  the  country,  and  we  ought  not  to  put  them  in 
position  to  be  ruined  later. 

That  is  the  attitude  of  our  people.  We  do  not  want  anything 
which  will  interfere  or  retard  the  development  of  this  industry. 
We  have  ^one  into  it  pretty  thoroughly,  and  I  will  say  that  if  there 
is  a  provision  excluamg  it  from  this  bill  or  if  no  legislation  is 
passed,  that  we  have  so  much  faith  in  this  industry,  so  much  faith 
in  its  needs,  that  we  are  going  to  take  a  chance  on  getting  our  patents. 
Of  course,  we  can  do  it  by  the  expenditure  of  $40,000.  But  we  have 
tried  hard  to  do  it,  and  we  may  be  up  against  it;  But  they  can  not 
accuse  us  of  making  such  large  sums  as  in  the  oil  proposition.  Ours 
is  a  low-grade  proposition. 

1  wanted  to  say  on  this  acreage  matter  that  the  important  thing, 
if  included  in  a  leasing  bill,  is  that  we  do  not  want  to  ba  limited, 
to  2,5G0  acres,  because  we  can  not  build  an  industry  on  it.  You  say 
you  have  been  here  nine  years  and  all  that  nine  years  you  have  been 
discussing  this  bill.  The  price  of  gasoline  has  been  going  up ;  and  it 
seems  to  me  that  there  is  a  place  or  ought  to  be  some  power  in 
the  Government  which  can  either  stop  the  department  from  molesting 
these  people 

The  Chairman.  It  gets  tighter  every  year. 

Mr.  Fry.  We  heard  about  a  water-power  bill.  Mr.  Taylor  asked 
me  who  is  interested.  As  a  matter  of  fact,  we  have  almost  forgotten 
about  water  power.  Our  people  go  out  and  burn  lignite  coal  and 
produce  power  cheaper  than  we  can  get  it  from  water,  and  we  are 
going  to  oe  in  the  same  shape  with  regard  to  oil  if  these  things  are 
tied  up.  That  is  why  we  have  come  down  here,  so  that  we  may  not  be 
tied  up  if  we  can  prevent  it. 

I  have  not  come  here  and  said  we  wanted  any  legislation  or  what 
legislation  we  wanted.    We  want  you  gentlemen  to  settle  it. 

The  Chairman.  We  will  be  glad  to  hear  Mr.  Barnett  now. 

STATEMENT  OF  HON.  JOHN  T-  BABNETT,  DENVEB,  COLO. 

Mr.  Barnett.  Mr.  Chairman,  it  is  not  my  purpose  to  address  this 
committee  on  the  shale  lands,  for  this  reason:  That,  as  I  read  the 
Senate  bill  and  as  I  have  read  the  House  bill  they  are  not  specifically 
mentioned,  nor  is  there  any  provision*  in  either  of  the  bills  that  deals 
directly  with  the  shales.  It  has  taken  a  long  time  to  get  both  those 
bills  from  the  respective  Houses  of  Congress,  and  I  felt  that  if  a 
provision  were  inserted  in  the  bill  relating  to  the  shale  lands  and 
Congress  had  to  be  educated  as  to  what  shale  lands  are  and  how  ex- 
tensive they  are,  what  they  contain,  and  how  much  it  was  going  to 
oost  to  get  the  oil  out  of  them,  and  the  present  incipient  stages  of  the 
development  of  tho^  lands,  that  perhaps  it  would  result  to  some 
extent  in  retarding  this  legislation,  and  perhaps  defeating  it,  because 
I  realize  that  if  you  are  going  to  deal  with  the  shale  lands  and  pro- 
vide for  leasing  them  j'ou  must,  if  you  would  help  the  industry  or 
satisfy  the  shale  people — I  mean  '* satisfy"  them  in  the  sense  that 
thoy  should  have  enough  of  shale  land  to  operate — provide  them 
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?uite  a  large  acreage,  and  it  is  going  to  take  some  time  to  conrinc? 
'ongress,  in  connection  with  all  the  other  things  in  this  bill,  that  they 
should  have  this  lar^e  acreage.  It  was  my  position  in  relation  t'l 
this  matter  that  as  neither  of  the  bills  mention  shale  lands  they  might 
or  might  not  come  within  the  provisions  of  the  bill.  The  bill  deaU 
with  coal,  oil,  gas,  phosphates,  and  s^^ium — ^those  are  the  thing? 
that  are  mentioned  in  the  title  of  the  bill  and  in  the  bill  itself.  If 
shale  lands  come  within  the  meaning  of  the  term  "oil  lands,"  thev 
are  leasable  under  the  bill  as  it  stands. 

The  Chairman.  They  do  not,  but  they  are  apt  to  be. 

Mr.  Barnett.  Yes;  but  they  are.  If  the  department  should  r^n 
tend  the  shale  lands  some  within  the  meaning  of  the  term  "  oil  lantl>" 
they  must  perforce,  by  the  same  argument,  admit  that  they  are  plaffr 
lands  within  the  meaning  of  the  act  of  1897. 

The  Chairman.  And  patentable? 

Mr.  Barnett.  And  patentable  under  that  act. 

The  Chairman.  If  there  was  any  such  thing  as  a  patent. 

Mr.  Barnett,  And  there  is.  We  are  assuming  the  law  will  be 
followed.  In  that  situation,  these  parties  who  have  located  these 
shale  lands  and  who  have  made  the  kind  of  discovery  they  have, 
which  they  contend  and  I  believe  is  sufficient  discovery,  those  people 
are  entitled  to  go  on  and  receive  their  patents  to  that  land ;  that  is. 
providing  the  department  contends  those  shale  lands  are  oil  lands 
and  come  within  the  purview  of  this  bill. 

On  the  other  hand,  if  the  department  should  take  the  other  posi- 
tion and  say  that  the  shale  lands  do  not  come  within  the  purview  of 
this  bill,  these  people  who  have  located  are  no  worse  off  than  they  wer^ 
before,  because  they  will  have  their  rights  determined  not  accordiii:: 
to  the  provisions  of  this  bill,  but  according  to  the  provisions  of  the 
old  law,  the  existing  law  to-day;  and  if  they  have  made  valid  loca- 
tions they  are  entitled  to  go  on  and  get  their  patents;  and  if  the  de- 
partment arbitrarily  refuses  to  give  the  patents,  I  think  that  they 
can  obtain  relief  in  the  courts. 

Then,  if  the  courts  ^^hould  hold  and  the  department  should  hold 
that  these  lands  are  not  placer  oil  lands,  within  the  meaning  of  the 
law,  and  that  their  locations  are  void  and  of  no  effect,  there  is  no 
law  I  know  of  under  which  these  shale  lands  can  be  appropriated, 
and  it  will  be  necessary  for  the  parties  desiring  to  engage  in  the 
oil-shale  business  to  come  to  Congress  and  get  a  law  passed  that  will 
enable  them  to  get  possession  of  these  lands  either  by  way  of  pur- 
chase or  by  way  of  lease;  and  at  that  time  perhaps  tte  oil-shale  in- 
dustry will  ha  better  known,  and  the  matter  can  come  up  in  a  sepa- 
rate bill  before  Congress  and  without  the  other  features  of  this 
bill,  and  they  will  probablv  be  able  to  get  a  more  liberal  bill,  one 
that  is  more  fitted  to  handle  shale  lands  than  anything  that  could 
be  inserted  in  this  bill. 

The  Chairman.  We  will  hear  you  now,  Mr.  Dockweiler. 

STATEUENT  OF  ME.  ISIBOEE  B.  DOCKWEILER,  LOS  ANGELES,  CAL 

Mr.  DocKWKiLER.  Mr.  Chairman  and  members  of  the  commit i  t. 
I  represent  the  Associated  Oil  Co.,  of  California.  The  Associru  i 
Oil  Co.  has  approximately  2,100  stockholders  scattered  all  over  our 
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<»ountry,  although  as  heretofore  disclosed,  the  Southern  Pacific  Co. 
owns  51  per  cent  of  the  stock. 

Sometime  early  in  the  summer  of  1910,  some  land  brokers  ap- 
proached an  oflScer  of  the  Associated  Oil  Co.  and  offered  to  sell  to 
the  Associated  Oil  Co.  the  oil  lands  now  in  litigation  with  the  Gov- 
ernment in  Naval  Reserve  No.  2,  and  also  outside  of  Naval  Reserve 
No.  2,  and  in  that  way  the  Associated  Oil  Co.'s  officers  on  the  one 
hand  and  the  locators  of  this  land  on  the  other,  got  together  and  a 
provisional  agreement  of  sale  and  purchase  was  entered  into  and 
which  agreement  provided  that  the  title  to  such  oil  lands  was  to  bo 
^rood.  According  to  the  usual  practice  in  California  in  such  cases, 
an  abstract  of  title  was  prepared  which  set  forth  the  location 
notices  and  all  other  papers  and  matters  of  record  affecting  such 
oil  lands  in  the  various  county  offices  of  the  county  in  which  the  land 
is  located;  and  that  abstract,  properly  certified  to  by  a  responsible 
abstractor  of  such  county  was  in  turn  handed  to  the  attorneys  rep- 
resenting the  Associated  Oil  Co.,  who  carefully  examined  the  abstract 
in  accordance  with  the  accustomed  procedure  then  in  vogue,  and  this 
attorney,  who  was  one  of  the  most  reputable  in  the  State  of  Califor- 
nia and  one  of  the  most  competent  to  pass  upon  titles  of  this  char- 
acter, reported  the  title  good;  with  the  result  that  on  August  5, 
1910,  a  definite  agreement  for  the  sale  and  purchase  of  these  lands 
located  in  Naval  Reserve  No.  2  was  entered  into  between  the  locators, 
or  parties  then  in  possession  of  such  oil  lands,  and  the  Associated 
Oil  Co.  The  Associated  Oil  Co.  acquired  a  total  acreage  of  1,440 
acres,  upon  which,  since  the  acquisition  of  the  title  and  taking  pos- 
session, the  company  has  drilled  37  wells.  In  this  1,440  acres  there 
are  80  acres  of  patented  land  in  Naval  Reserve  No.  2,  and  1,200 
acres  of  unpatented  land  in  Naval  Reserve  No.  2.  In  withdrawn 
land  outside  of  Naval  Reserve  No.  2  there  are  60  unpatented  acres, 
and  in  withdrawn  land  outside  of  Naval  Reserve  No.  2  in  the  re- 
ceiver's possession,  100  acres.  For  its  patented  land  the  Associated 
OH  Co.  paid  $98,652.80.  For  its  unpatented  land  the  Associated 
Oil  Co.,  upon  the  faith  of  the  record  as  disclosed  by  the  public 
official  records  and  shown  in  the  abstract  of  title,  and  the  possession 
of  the  sellers,  paid  to  them  the  sum  of  $1,677,097.81.  The  total  pay- 
ments on  purchase  price  for  the  land  the  company  now  claims  to 
own  aggregate  $1,775,750.61. 

On  the  patented  lands  we  have  expended  in  development  work 
$117,679.74;  and  on  the  unpatented  lands  we  have  spent  in  develop- 
ment $1,431,052.37. 

Our  total  expenditures  for  development  aggregate  $1,548,632.11. 

We  contend  that  the  Associated  Oil  Co.,  buying  this  land  on 
August  5,  1910,  from  claimants  who  had  located  it  prior  to  the  first 
withdrawal  occurring  in  September,  1909,  is  a  purchaser  in  good  faith 
for  value  and  without  notice  of  any  fraud  whatever.  It  is  incon- 
ceivable that  this  company  would  have  expended  these  enormous 
sums  of  money  in  the  purchase  and  development  of  its  oil  lands,  if 
the  title  thereto  at  any  such  times  had  ever  been  considered^  of  doubt- 
ful validity  by  those  charged  with  the  administration  of  its  affairs. 

I  desire  to  call  the  committee's  attention  to  the  history  of  another 
oil  company,  the  Midway  Pacific  Oil  Co.,  which  purchased  in  April, 
1910,  f rom  E.  D.  Burge  and  W.  J.  Atwood,  80  acres,  being  the  north 
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half  of  the  northwest  quarter  of  section  24,  township  31  south. 
range  22  east.  Mount  Diablo  meridian,  in  tiie  Midway  oil  Ml 
Kern  County,  Cal.  Now,  in  the  purchase  by  the  Midway  Pacific  Oi! 
Co.  of  this  particular  80  acres  the  same  practice  was  followed.  Tb€ 
matter,  through  a  land  broker,  was  presented  to  the  incorporator 
of  the  Midway  Pacific  Oil  Co.,  who  were  responsible  Los  Angeks 
people,  two  01  them  being  boyhood  associates  of  mine — and  I  want 
to  say  right  here,  if  no  relief  measure  is  enacted,  these  men  will  be 
almost  ruined  financially. 

When  the  purchase  of  this  80  acres  was  submitted  to  the  incor- 
porators of  the  Midway  Pacific  Oil  Co.,  the  matter  of  price  having 
be»i  agreed  upon,  the  usual  abstract  of  title  for  the  property  was.  ss 
I  am  inf ormea,  submitted  to  Mr.  Oscar  C.  Mueller,  now  president  of 
our  Los  Angeles  Bar  Association;  to  Mr.  Walter  J.  Trask,  then  t 
member  of  the  prominent  law  firm  of  Blacknell,  Trask,  Dunn  i 
Crutcher,  and  a  very  able  lawyer,  and  Mr.  Theodore  Martin,  also  an 
able  lawyer  and  a  specialist  in  mining  law,  who  had  written  a  book 
on  mining  law.  These  three  lawyers,  distinguished  in  the  le^l  pro- 
fession in  California,  examined  the  record  oi  the  abstract  ana  passed 
the  title  as  good. 

Now  listen  to  the  story:  The  Midway  Pacific  Oil  Co.  in  April 
1910,  paid  on  account  of  the  purchase  price  of  the  property  $82,896.95. 
They  also  gave  back  to  Burge  a  mortgage  of  $56,000,  representing 
the  balance  of  the  purchase  price.  They  spent  in  the  development  of 
the  land  $117,014.18.  They  spent  in  operation  the  sum  of  $93,OCiO. 
They  incurred  bills  payable  up  to  February  1,  1918,  exclusive  of  the 
balance  of  $56,000  due  Burge,  $101,000,  making  a  total  expenditure, 
including  the  balance  due  on  the  mortgage,  of  $417,014.18.  This  com- 
pany prior  to  the  taking  possession  of  the  land  by  the  receiver 
received  from  the  sales  of  oil  up  to  December  1, 1915,  which  was  the 
date  of  the  receiver's  occupation,  $148,709.64.  In  other  words,  they 
so  far  are  out  $273,304.54. 

There  is  on  hand  to  the  credit  of  the  receiver,  for  sales  of  oil  since 
December  1,  1915,  something  like  $100,000.  If  that  $100,000  could 
be  turned  over  to  the  Midway  Pacific  Oil  Co.,  they  would  still  be  out 
on  their  expenditure  $178,304.64.  And  I  am  not  here  criticizing  the 
Department  of  Justice  in  any  way,  but  the  fact  nevertheless  stands 
out  that  the  Department  of  Justice  will  seek,  unless  relief  legLslation 
is  obtained,  to  compel  these  Midway  Pacific  people  not  only  to  sur- 
render the  land — ^the  80  acres  which  they  purchased  at  aforesaid 
large  sum  of  money — but  to  compel  them  to  return  that  which  ha? 
already  been  spent,  to  wit,  the  sum  of  $143,709.64,  obtained  by  them 
for  the  sale  of  oil.  They  would  in  such  case  be  out  not  only  to  the 
extent  of  $273,304.54,  but  also  the  additional  sum  of  $143,709.64. 
obtained  from  oil  sales. 

So  much  for  the  history  of  these  two  particular  companies. 

Mr.  La  FoLUEirrE.  Did  you  say  that  was  in  section  34  of  the  naval 
reserve? 

Mr.  DocKWEiuER.  No;  this  particular  land  of  the  Midway  Pacific 
Oil  Co.  is  outside  of  the  naval  reserve. 

Now,  as  I  understand,  you  gentlemen  of  the  committee  have  before 
you  the  House  bill,  3232,  the  departmental  proposal  as  a  substitute 
for  the  relief  section  of  the  House  bill  as  appears  in  the  proriso  of 
section  12,  and  you  have  also  before  you  the  Senate  bill  2812.     You 
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are  considering,  as  I  understand,  the  House  bill  3232  in  connection 
with  the  departmental  proposal. 

The  Chairman.  And  the  amendment  offered  by  the  California 
people. 

Mr.  DocKWBiLKR.  Yes.  Now,  gentlemen,  I  am  not  going  to  occupy 
the  time  of  this  committee  with  restating];  what  has  been  so  often 
during  these  hearings  presented  to  you,  ui  more  forcible  language 
than  I  could — and  more  adequately  than  I  could,  the  facts  as  to  the 
necessity  of  relief  legislation,  and  the  facts  as  to  an  impending  in- 
dustrial and  transportation  crisis,  so  far  as  California  is  concerned, 
on  the  fuel  situation.  Those  two  propositions  are  accepted  as  a 
matter  of  course. 

Now,  gentlemen,  so  far  as  the  House  bill  3232  is  concerned,  an 
attempt  nas  been  made,  as  we  of  the  West  feel,  to  do  appro^^imate 
justice.  Then  comes  the  departmental  relief  proposal,  which,  to  the 
mind  of  the  West,  in  its  present  form,  is  unfair,  unjust,  unworkable, 
and  impractical.  And  when  I  use  this  language,  gentlemen  of  the 
committee,  and  gentlemen  representing  the  three  Departments  of 
Justice,  Navy,  and  Interior,  I  want  it  understood  that  I  am  not  in- 
tending to  reflect  in  any  vay  upon  the  sincerity  or  the  good  in- 
tentions or  the  honest  purposes  of  any  member  of  our  Government. 
But,  gentlemen,  the  difficulties  here  presented,  ari^e  froni  a  differ- 
ence m  point  of  view.  The  mind  and  opinion  of  the  West  is  one 
way:  the  mind  and  opinion  of  the  Enst  and  the  South  is  another. 
^Vnd  the  iH?ascn  for  this  difference  of  opinion  is  that  our  fellow- 
citizens  in  the  East  and  in  the  South  have  never  essayed  the  role 
of  prospector,  whether  for  oil  or  the  precious  metals,  as  have  the 
people  of  the  West.  They  know  not  tne  practices,  the  habits,  and 
customs  of  the  prospectors.  They  know  not  the  discouragements 
of  the  i^rpi^pector.  They  have  no  conception  of  the  great  hardships, 
difficulties,  the  self-denial,  the  labor  of  the  prospector,  who  ventures 
upon  the  uncharted  and  uninhabited  desert,  whether  in  the  cold  of 
winter  or  in  the  sizzling  heat  of  summer,  who  is  obliged  to  carry 
with  him  for  miles  and  days  the  water  as  well  as  the  food  necessary 
to  sustain  life.  To  be  alone  for  months  and  not  see  another  human 
being.  They,  the  people  of  the  East  and  of  the  South,  have  no  con- 
ception of  what  we  understand  is  the  life  and  practice  of  a  pros- 
pector, and  hence  the  difference  in  point  qf  view,  which  can  honestly 
exist,  simply  because  of  a  lack  of  appreciation  and  knowledge  of 
conditions  as  they  actually  are  in  the  West. 

Now,  gentlemen,  the  departmental  proposal  starts  in  by  saying: 

That  any  claimant  who,  either  in  person  or  through  his  predecessor  In  inter- 
est, entered  upon  any  of  the  lands  embraced  in  the  Executive  order  of  with- 
drawal dated  September  27,  1909,  prior  to  July  8,  1910,  honestly  and  in  good 
faith  for  the  purpose  of  prospecting  for  oil  or  gas,  and  thereupon  commenced 
discovery  work  thereon,  and  thereafter  prosecuted  such  work  to  a  discovery 
of  oU  or  gas,  shaU  be  entitled  to  lease,  etc. 

Mr  Titus  has  clearly  shown  to  yoU  gentlemen  that  this  feature  of 
the  departmental  proposal  will  not  settle  60  per  cent  of  the  55  cases 
now  pending  in  the  courts  of  California.  In  other  words,  this  pro- 
posal, couched  in  the  language  we  find  therein,  excludes  from  con- 
sideration an  occupant  who  is  a  purchaser  in  good  faith  for  value 
and  without  notice  of  any  fraud,  of  an  oil  claim,  located  prior  to 
July  8,  1910,  by  a  so-called  dummy  locator  and  notwithstanding 
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the  fact  that  such  occupant  has  spent  hundreds  of  thousands  of  ilol- 
lars  in  drilling  oil  wells  and  proving  the  existence  of  oil  on  >iKb 
claim. 

Now,  gentlemen,  what  we  want  is  legislation  that  is  going  to 
stimulate  the  production  of  oil.  What  we  want  is  legislation  that  b 
going  to  prevent  future  litigation  and  secure  settlement  of  the  pend 
ing  litigation,  that  will  take  years  to  conclude  if  allowed  to  drag 
wearily  through  the  courts.  I  can  not  conceive  how  it  is  jx>ssible  for 
any  person,  lawyer  or  layman,  to  sit  around  this  table,  and  I  do  not 
see  how  it  is  possible  for  the  representatives  of  the  Department  of 
Justice  also  to  sit  here,  and  not  agree  that  the  proviso  incorporated  in 
the  Senate  bill,  providing  for  protection  to  the  purchaser  in  gooi 
faith  for  value  and  without  notice  of  fraud,  should  be  acceptel 
What  objection  is  there  to  the  acceptance  of  that  clause? 

In  litigation  afFe<*ting  the  title  to  real  property,  that  provision 
where  the  question  of  fraud  has  been  raised  has  from  time  imme- 
morial guided  and  controlled  the  decisions  of  everj'  court  of  e<|niiy 
in  every  jurisdiction  in  our  land.  And  why  has  that  rule  beei. 
adopted  where  fraud  is  involved  in  determining  the  (question  of  titl?* 
to  real  property?  Because  it  conduces  to  stop  litigation;  becauH* 
it  is  a  shield  of  protection  to  the  honest  ptu'chaser  of  real  property: 
because,  after  all  is  said  and  done,  it  is  the  only  gauge  and  the  only 
measure  that  can  be  invoked  in  adjusting  differences  between  man  anil 
man  to  satisfactorily  reach  a  decision.  Why,  the  Supi-eme  Court  of 
the  United  States,  in  the  case  of  the  United  States  v.  Thockmorton. 
and  the  Supreme  Court  of  California,  in  the  case  of  Pico  v.  Cohn,  lay 
down  this  proposition  that  where  a  judgment  of  a  court  of  recorj 
affecting  real  property  becomes  final,  even  though  procured  through 
perjured  testimony,  such  judgment  can  not  be  set  aside  to  disturb 
the  possession  of  such  real  property  by  a  purchaser  in  good  faith  for 
value  and  without  notice  of  any  fraud.  There  must  be  a  finality 
somewhere  sometime.  And  why  refuse  to  adopt  this  rule  as  a  basic 
principle  in  a  relief  measure  of  this  kind? 

Then  the  departmental  proposal  proceeds  to  say : 

Shall  be  entitled  to  lease  from  the  Uulteil  States  any  produciii;;  oU  or  ^< 
well  resulting  from  such  work  at  a  royalty  of  not  less  than  one-eightli  nf  5tt 
the  oil  and  gas  pnHlucetl  therefrom. 

Why  restrict  the  proposed  lease  onlv  to  the  drilled  well? 

May  I  ask  you  a  question,  Mr.  Chairman!  Upon  the  settlement 
of  these  contix)versies,  is  it  the  purpose  of  the  administration,  or  tiie 
program  of  our  Government,  to  lease  these  lands  in  the  withdrawn 
areas  outside  the  naval  reserves  in  order  to  secure  the  pro<luction  ^f 
oil? 

The  Chairman.  Do  you  want  me  to  answer  that? 

Mr.  DocKWEitfiR.  Yes. 

The  Chairman.  I  understand  it  is,  in  part;  although  I  undei-stand 
the  Navy  Department  is  desirous,  if  possible,  of  holding  some  oil 
in  the  natural  reservoirs;  but  I  understand  it  is  the  Interior  Depart- 
ment's plan  to  at  once  lease  it. 

Mr.  DocKWEiLER.  Well,  in  any  event,  probably  it  may  be  saiJ 
safely  and  truthfidly  that  outside  of  the  naval  reserves  all  land-, 
with  exceptions  here  and  there,  that  have  heretofore  been  withdrawn 
are  intended  to  be  leased  in  accordance  with  the  provisions  of  thi- 
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leasing  bill.  Xow,  my  friends,  1  want  sonieojie  to  satisfactorily  ex- 
plain why  it  is  that  the  locator  or  his  successor  in  interest,  who  is 
without  stain  of  fraud,  and  who  has  expended  hundreds  of  thou- 
sands of  dollars  upon  an  oil  claim  in  its  development,  should  be 
penalized  and  declared  a  legal  pariah,  and  prohibited  from  se- 
curing a  lease  of  the  claim  that  he  himself  has  cfeveh)ped,  and  on  the 
other  liand  an  entire  stranger  to  the  w^ork  of  development,  who  risked 
nothing  to  prove  the  existence  of  oil  on  the  claim,  is  to  be  given  the 
privilege  of  leasing  such  oil  claim,  with  the  exception,  of  course,  of 
any  wells  that  nuiy  be  drilled  thereon.  I  can  not  understand  how  a 
fair  differentiation  can  be  made  in  favor  of  one  class  that  has  done 
absolutely  nothing,  as  against  the  other  class  that  has  developed  this 
land,  and  in  doing  so  risked  much.  If  it  be  contended  that  some 
present  occupants  or  claimants  have  be«n  guilty  of  fraud,  then  we 
say  in  reply  that  no  nuin  guilty  of  fraud  should  be  entitled  to  any 
relief.  But  why  not,  gentlemen,  give  that  present  occupant  or  claim- 
ant who  has  not  been  guilty  of  any  fraud  a  lease  of  his  claim  at  a 
one-eighth  royalty,  and,  in  addition,  secure  from  him  one-eighth  of 
the  net  production  that  he  obtained  up  to  the  date  of  the  lease  f  rou) 
the  inception  of  his  operation? 

The  departmental  proposal  contemplates  the  giving  of  a  lease  of 
a  producing  oil  or  gas  well  "  together  with  an  area  of  land  suflScient 
for  the  operation  thereof,"  but  without  the  right  to  drill  any  other 
or  additional  wells.  The  area  feature  is  indefinite.  Is  the  sufficient 
area  to  be  20  or  30  or  40  acres?  What  is  it  to  be?  And  who  is  to 
determine  it?  The  minimum  should  be  20  acres.  The  departmental 
proposal  does  not  suggest  the  method  by  which  such  area  is  to  be 
ascertained.  It  is  vague  and  indefinite.  But  is  it  fair,  gentlemen, 
to  give  a  claimant  or  occupant,  guiltless  of  fraud,  who  has  spent 
thousands  of  dollars  in  provmg  the  existence  of  oil  on  his  claim,  only 
a  lease  for  his  test  well,  which  well  may  be  a  good  producer  now  or 
may  not  be  a  good  producer?  Or  is  it  fair  to  restrict  that  well  to 
a  very  limited  area  of  a  few  acres,  and  then  for  the  Government  to 
lease  to  some  newcomer  the  land  around  such  limited  area,  and  there- 
by permit  the  newcomer  to  drain  oil  from  such  limited  area  and 
thus  impoverish  it,  and  so  reduce  its  value?  The  Attorney  General 
has  suggested  to  the  committee  "  that  there  should  be  legislation 
which  would  protect  the  Government  as  to  lands  claimed  by  it  ad- 
jacent to  the  wells  leased  under  the  proposed  section,  in  order  that 
the  oil  on  these  lands  might  not  be  exhausted  by  the  operation  of 
the  wells  leased"  (p.  11  of  committee  print  of  departmental  pro- 
posal). In  view  of  the  above  quoted  suggestion  by  the  Attorney 
General,  it  must  be  assumed  that  he  had  in  mind  that  the  area  that 
would  be  leased  with  the  producing  well  would  be  of  such  quantity 
or  extent  as  to  leave  the  producing  well  a  valuable  one,  and  so  distant 
from  other  possible  wells  as  to  fully  protect  it.  Experts  say  that 
only  a  minimum  of  20  acres  could  accomplish  this  result,  the  well 
being  in  the  center.  Obviously,  it  could  never  have  been  the  inten- 
tion to  lease  an  occupant  a  producing  well  with  an  area  so  limited 
as  to  make  the  lease  worthless  in  case  adjoining  lessees  also  drilled. 

The  departmental  proposal  provides  that  the  well  lease  shall  be 
"  without  the  right  to  drill  any  other  or  additional  wells."  I  know 
of  a  case — ^Mr.  Titus  has  referred  me  to  one — where  three  wells  have 
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been  drilled,  none  of  them  a  producer  in  commercial  quantities. 
What  case  is  that,  Mr.  Titus? 

Mr.  Trrus.  The  Record  Oil  Co. 

Mr.  DocKWEiLBR.  What  is  to  be  done  in  such  a  case!  The  drill- 
ing of  the  three  wells  upon  its  claim  has  demonstrated  the  existence 
of  oil  thereon,  but  unfortunately  for  the  Record  Oil  Go.  a  mistake 
was  made  in  selecting  the  location  of  these  wells.  Now,  assuming 
the  Record  Oil  Co.  to  be  a  purchaser  in  sood  faith,  for  a  valuable 
consideration,  and  without  notice  of  any  traud,  is  any  relief  given 
to  this  company  by  the  terms  of  this  departmental  proposal  under 
such  circumstances?  No.  I  am  sure  that  the  author  of  this  dt- 
partmental  idea  did  not  contemplate  the  existence  of  such  a  state 
of  fact.  Then  again,  in  view  of  the  prohibition  as  to  the  drilling 
of  other  wells,  is  it  to  be  forbidden  or  permitted  to  deepen  or  en- 
large any  existing  well?  The  right  to  deepen  existing  wells  ^oald 
certainlv  be  granted. 

The  departmental  proposal  then  reads : 

Provided,  That  such  claimant  shall  flrst  pay  to  the  United  States  tlie  amount 
equal  to  not  less  than  the  value  of  one-eighth  of  all  the  oil  and  gas  already 
produced  from  such  well. 

I  would  sug|[est  that  the  word  ^^  first "  be  stricken  out,  and  after 
th^  words  "  United  States  "  there  be  inserted  the  words  "  or  furnish 
guarantees  satisfactory  to  the  Secretary  of  the  Interior  for  the  pay- 
ment of.''  Mr.  Chairman  and  gentlemen  of  the  committee.  I  thinK  an 
opportunity  ought  to  be  given  to  the  claimant  or  occupant  to  whom 
relief  is  accorded  to  make  a  settlement  in  such  way  as  will  be  satis- 
factory to  the  Secretary  of  the  Interior.  There  may  be  cases— I 
have  no  doubt  there  are  many — where  it  would  be  a  financial  impoe- 
sibility  for  the  occupant  or  claimant  of  certain  claims,  before  he  gets 
his  lease,  to  first  pay  or  make  a  full  settlement  in  cash  for  the  one- 
eighth  royalty  for  past  drilling.  The  occupant  or  claimant  shoulJ 
be  given  an  opportunity  to  arrange  with  the  Secretary  of  the  Inte- 
rior to  pay  the  one-eighth  of  past  production,  in  whole  or  in  part 
out  of  future  production,  or  to  give  an  adequate  bond  guaranteeing  its 

Eayment  witliin  a  definite  period  after  the  amount  of  such  one-ei^ith 
as  been  ascertained.  In  that  way  justice  would  be  effectuated 
That  is  a  feature  that  certainly  ought  to  appeal  to  everyone. 

And  when  you  say  ''  one-eighth  of  all  the  oil  and  gas  already  pro- 
duced from  such  well,"  that  is  not  exactly  fair,  for  this  reason :  V oa 
eliminate  from  consideration  that  quantity  of  oil  and  gas,  the  one- 
eighth  proportion,  that  has  been  used  in  well  drilling  or  well  opent- 
tions,  or  in  the  development  or  operation  of  the  claim.  Th^n,  again. 
the  standard  of  price  should  be  fixed,  and  that  price  should  be  tk 
current  field  price  at  time  of  production.  An  appropriate  allowantv 
ought  to  be  made  for  gas  and  oil  actually  used  in  operations. 

The  departmental  proposal  then  proceeds  in  the  language : 

And  provided  further.  That  this  act  shall  not  apply  to  any  well  involved  in 
any  suit  brought  by  the  United  States,  or  in  any  application  for  patent  uu\e» 
within  90  days  after  the  approval  of  this  act  the  claimant  shall  relinquish  t<> 
the  Unlte<l  States  all  rights  claimed  by  him  in  sucih  suit  or  application. 

Gentlemen,  the  insertion  of  the  period  of  90  days  would  in  roanv 
cases  operate  as  a  denial  of  relief.  And  I  will  tell  you  why.  The 
large  oil  companies,  who  are  keeping  note  of  this  proposed  l^sla- 
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tion,  will  at  once  upon  its  enactment  proceed  to  determine  whether 
to  come  in  under  the  relief  provision ;  and  having  so  determined  they 
will  proceed  to  make  the  proper  arrangements.  But  there  are  a 
lot  of  other  interested  people  who  are  not  specially  represented  here 
and  who  will  take  a  greater  length  of  time  to  maKe  up  their  minds 
as  to  the  course  to  be  pursued.  And  in  this  connection  I  wish  to  call 
your  attention  to  the  fact  that  many  of  the  operators  and  claimants 
are  small  corporations.  Under  the  law  of  California  no  board  of 
directors  could  agree  on  behalf  of  the  corporation  to  surrender  its 
claim  to  the  Government,  which  claim  will  constitute  its  entire  assets, 
until  first  it  has  secured  the  consent  of  two-thirds  of  its  stockholders. 
That  necessitates  a  stockholders'  meeting,  and  ordinarily  the  shortest 
length  of  time  in  which  a  stockholders'  meeting  can  be  gotten  together 
is  not  less  than  on  30  days'  notice ;  and  when  a  stockholders'  meeting 
has  been  legally  called,  in  the  case  of  companies  where  the  stock- 
liolders  are  numerous,  and  composed  of  men  and  women  of  different 
minds,  some  intelligent  and  others  less  intelligent,  the  officers  who 
have  concluded  to  surrender  to  the  Government  the  company's  claims, 
believing  that  that  would  be  the  best  policy,  will  probably  have 
difficulties  in  securing  the  approval  of  two-thirds  of  the  stockholders. 
They  will  need  time  to  explain  the  situation  and  urge  favorable 
action,  and  consequently  a  provision  of  six  months  is  little  enough 
to  allow  to  meet  that  condition. 

The  Attorney  General  has  called  the  attention  of  the  committee  to 
the  propriety  of  striking  out  of  ^vour  House  bill  3232,  in  lines  7  and 
8  of  section  1,  the  words  "  and  in  lands  withdrawn  or  reserved  for 
military  or  naval  uses  or  purposes,"  with  a  view  of  having  the  lan- 
guage of  the  first  part  of  the  bill  correspond  with  the  provisions  of 
the  proviso.  (See  par.  2,  p.  12,  of  committee  print  of  departmental 
reports.)  The  Attorney  General's  office,  assuming  that  the  depart- 
mental proposal,  if  adopted  by  this  committee,  or  its  principle 
adopted,  was  intended  to  apply  to  the  land  in  the  naval  reserve 
as  well  as  outside  of  the  naval  reserve,  it  was  very  appropriate  to 
have  called  the  attention  of  the  committee  to  that. 

Now,  gentlemen,  whatever  bill  you  report  out,  I  urge  you  to  in- 
clude therein  relief  for  the  oil  chiimants  and  occupants  within  the 
naval  reserves,  as  well  as  outside  of  the  naval  reserves.  If  you 
grant  relief  to  claimants  or  occupants  outside  of  the  naval  reserve, 
the  same  principle  of  relief  must  be,  in  all  justice  and  in  all  fairness, 
granted  to  those  within  the  naval  reserve,  whatever  that  relief  may 
be.  And  then  that  relief  having  been  awarded,  the  measure  of  right 
is  at  once  established,  so  that  in  case  there  be  any  condemnation,  the 
court  assessing  damages  for  property  taken  will  have  before  it  the 
principle  or  basis  as  to  the  nature,  character  and  extent  of  the  rights 
of  the  claimants  within  the  naval  reserve. 

I  do  not  think  that  I  ought  to  occupy  the  time  of  the  committee, 
in  view  of  the  protracted  hearings  and  the  ground  alreadv  covered,  in 
further  discussion  of  the  many  interesting  questions  that  are  pre- 
sented. 

I  wish  to  say,  however,  that  because  of  the  inclusion  in  section  16 
of  the  Senate  bill  2812,  beginning  on  the  seventh  line  of  said  section, 
of  the  words  "  and  who  prior  to  such  date  had  performed  all  acts 
necessarj'  to  a  valid  mining  location  thereof,  except  to  make  a  dis- 
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covery  of  oil,"  a  number  of  bona  fide  oil  claimants  would  be  cut 
oflf  from  any  relief.  I  am  now  referring  to  such  oil  claimants  as 
were  purchasers  for  value  in  good  faith,  and  without  notice  of  anv 
fraud,  from  locators  who  may  not  have  complied  technically,  with 
such  requirements,  as  in  the  present  view  of  the  Department  of  Jus- 
tice, as  elaborated  here  by  Mr.  KearfuU,  were  necessary  to  be  fol- 
lowed, in  order  to  constitute  a  valid  mining  location. 

I  also  wish  to  add,  so  far  as  I  am  concerned,  that  the  Associated 
Oil  Co.  did  not  agree  and  does  not  now  agree  to  the  withdrawal 
of  the  application  of  the  principle  of  relief  to  claimants  and  occu- 
pants in  tne  naval  reserve.  I  was  somewhat  surprised  at  the  state- 
ment of  Mr.  Titus,  when  interrogated  by  your  chairman,  as  to  the 
reason  for  the  exclusion  of  the  lands  in  the  naval  reserve  from  the 
relief  provision  of  Senate  bill  2812.  I  have  read  over  the  so-called 
Swanson  bill  providing  for  condemnation  of  naval  reserve  lands,  and 
that  bill  provides,  among  other  things,  in  the  event  of  a  disagreement 
upon  the  amount  of  compensation  to  be  paid  in  any  case  to  any  owner 
or  claimant,  such  amount  may  be  determined  bj'  the  President.  The 
Swanson  bill  contains  no  relief  provision.  If  you  establish  no  prin- 
ciple of  relief  in  your  bill,  and  there  being  none  in  the  Senate  bill,  the 
Department  of  Justice  in  many  cases  will  probably  report  to  the 
President  that  such  and  such  a  claimant  has  no  title,  and  consequently 
no  right  to  compensation,  and  consequently  bona  fide  claimants  en- 
titled to  relief  will  get  no  compensation  for  their  claims.  If  the  prin- 
ciple of  relief  is  extended  to  the  naval  reserves  in  your  bill,  then  the 
Department  of  Justice  will  have  a  basis  upon  which  to  recommend  a 
settlement  to  the  President. 

Mr.  SiNNOTT.  Mr.  Dockweiler,  you  gave  us  a  very  interesting  his- 
tory of  your  company's  expenditures.  On  what  ground  is  the  De- 
partment of  Justice  pursuing  your  company  ? 

Mr.  Dockweiler.  As  I  remember  correctly,  there  are  two  types  of 
suits.  One  involves  some  land,  the  100  acres,  which  is  in  the  hands 
of  a  receiver.  That  involves  the  question  of  a  gypsum  location. 
That  land  was  located  under  what  was  known  as  a  gypsum  claim. 
But  as  to  the  other  land,  on  the  ground  of  so-called  dummy  locations 
made  prior  to  the  first  withdrawal  in  September,  1909,  and  as  to  these 
lands,  no  person  connected  with  the  Associated  Oil  Co.  had  had,  at 
the  time  of  its  purchase,  any  knowledge  of  any  fraud  whatever. 

Now,  gentlemen,  I  am  glad  you  referred  to  the  matter  of  so-called 
dummy  locations.  As  I  understand,  the  object  of  discountenancing 
dummy  locations  is  to  prevent  men  from  taking  up  claims,  in  the 
names  of  others  not  interested,  and  by  so  doing  preventing  other 
good  faith  locators  from  going  upon  that  land  and  developing  it. 
So  far  as  I  know,  there  have  been  no  locations  in  California,  dummy 
or  otherwise,  that  have  ever  resulted  in  failure  to  develop  the  lo- 
cated land.  The  remarkable  thing  is  that  all  of  this  land,  whether 
charged  with  dummy  location  or  otherwise,  is  land  that  has  been 
fully  developed,  if  not  by  the  original  locators,  at  least  by  the  men 
who  purchased  from  the  locators;  and  in  some  instances  by  the 
locators  themselves.  Now,  if  Mr.  McMurtrey,  who  made  a  num- 
ber of  locations  in  other  men's  names,  had  chosen  so  to  do,  instead 
of  locating  by  his  own  name  and  the  names  of  seven  others,  members 
of  the  family  and  friends,  he  could  have  personally  made  locations 
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for  20  acres  each  in  his  own  name  coyering  160  acres  or  more.  He 
could  have  plastered  a  whole  section  of  640  acres  with  locations  of 
20  acres  each  under  his  own  name»  Of  course  he  did  not  choose  that 
metliod,  because  that  was  not  the  method  following  by  the  locators 
of  California  in  those  days.  They  located  by  group  locations,  be- 
cause, by  so  doing,  they  believed  that  development  work  done  on  one 
part  of  160  acres  would  inure  to  the  benefit  of  the  balance  of  the 
acreage. 

I  may  add  that  a  committee  of  the  oil  men  here  represented 
prepared  for  the  use  of  your  committee  the  proposed  amendments 
to  your  House  bill  3232,  which  have  been  handed  you. 

Mr.  Raker.  Have  you  read  this  proposed  amenoment  submitted  by 
Mr.  Titus? 

Mr.  DocKWEUiEB.  Yes,  sir. 

Mr.  Raker.  I  understand  that  amendment  grew  out  of  a  request 
of  the  committee  here  repeatedly  for  the  last  three  weeks,  urging 
you  various  people  from  Wyoming,  Colorado  and  California,  to 
get  together  and  present  some  concrete  matter.    Is  that  correct? 

Mr.  Titus.  Yes,  sir.  We  got  together  and  had  a  number  at  con- 
ferences. 

Mr.  Raker.  I  want  to  know  if  the  suggestion  as  I  have  presented 
it  is  correct,  that  this  amendment  came  about  by  the  suggestion  of 
the  committee? 

Mr.  DocKWEiLER.  Yes. 

Mr.  Raker.  Have  you  been  working  on  it  with  that  view! 

Mr.  DocKWEiLER.   1  es,  sir. 

Mr.  Raker.  And  this  is  the  result  of  the  work  of  your  committee^ 
the  mining  committee,  or  the  oil  people,  trying  to  present  that  con* 
Crete  form — ^that  is  what  you  have  been  talking  about? 

Mr.  DocKWEELER.  Ycs,  sir. 

Mr.  Raker.  Now,  have  you  read  this  amendment? 

Mr.  Dockweiler.  I  have. 

Mr.  Raker.  Does  this  meet  with  your  approbation  as  it  applies 
to  California  now  and  do  you  believe  that  it  will  give  justice  to 
the  people  who  have  made  their  locations  and  drill^  their  wells, 
as  well  as  to  the  Government  ? 

Mr.  Dockweiler.  Yes.  I  can  say  that  it  dies.  There  was  one  fea- 
ture of  it  that  I  was  opposed  to  at  first,  but  Mr.  Titus  explained  that 
to  me,  and  as  he  has  explained  it  to-night  I  think  it  is  satisfactory. 
That  was  with  reference  to  the  time  allowed  for  adjustment.  I  was 
under  the  impression  that  six  months  should  be  allowed  the  claimant 
or  occupant  to  make  relinquishment  to  the  United  States.  Mr.  Titus 
and  every  other  member  of  the  committee  was  insistent  that  the 
amendment  as  proposed  was  proper,  providing  for  a  claimant  to  try 
out  his  title,  and  then  if  he  failed,  to  be  given  the  privilege  of  six 
months  thereafter  to  make  his  relinquishment  to  the  Government 
Their  argument  in  that  behalf  was  urgent,  and  I  feel  that  upon 
reconsideration  there  is  a  great  deal  of  force  in  it. 

Mr.  Raker.    This  is  a  final  draft  of  it? 

Mr.  Dockweiler.  That  is  a  composite  of  the  ideas  of  the  oil  men 
who  are  interested  in  relief  legislation. 

Mr.  Raker.  Mr.  Titus  lives  m  San  Francisco? 

Mr.  Dockweiler.  Yes,  sir. 
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Mr.  Baker.  And  you  live  in  Los  Angeles? 

Mr.  DocKWEiLER.  Yes,  sir. 

Mr.  Raker.  Now  from  your  observation  and  knowledge  of  the  gen- 
eral conditions  from  San  Francisco  to  Los  Angeles,  covering  this 
entire  territory,  are  you  in  a  position  to  say  to  the  conunittee  from 
your  knowledge  upon  the  ground,  as  well  as  the  history  in  r^rd 
to  the  matter,  as  well  as  the  legal  side,  as  you  understand  it,  that 
this  will  be  an  honest  and  fair  adjustment  so  far  as  the  Government 
is  concerned  ? 

Mr.  DocKWEiLER.  Absolutely,  and  it  will  be  satisfactory  to  th€ 
people  of  the  State  of  California.  And  you  will  recall,  Mr.  Baker, 
that  we  make  no  provision  for  any  claimant  or  for  any  occupant  un- 
less that  claimant  or  occupant  is  interested  in  property,  claim  to 
which  was  asserted  prior  to  July  3,  1910.  In  other  words,  no  man 
locating  after  the  second  withdrawal  of  July  3,  1910,  is  given  any 
consideration.  In  that  connection,  Mr.  Raker,  may  I  also  add  that  il 
the  State  of  California  there  is  no  sentiment  amon^  the  people  other 
than  Jhe  sentiment — irrespective  of  party — other  than  the  sentinaem 
that  adequate  relief  should  be  given  to  these  locators  and  to  these 
occupants,  to  these  claimants,  as  proposed  by  the  suggestion  of  the 
committee. 

Mr.  Raker.  With  regard  to  dummy  locator,  if  a  man  gives  ac- 
quiescence and  consent  for  a  man  to  locate  him  by  a  power  of  attor- 
ney and  otherwise,  and  he  located  him,  with  the  other  seven;  and  the 
man  afterwards  stated  that  he  did  not  give  his  consent,  he  must 
have  been  telling  a  falsehood,  must  he  not! 

Mr.  DoGKWEiiiER.  Well,  certainly  if  an  opportunity  was  presented 
to  argue  that  question  before  a  jury,  if  we  could  have  a  jury  trial 
in  these  causes,  there  would  be  no  mistake  in  my  judgment  as  to 
the  verdict  of  the  jury  on  that  state  of  fact 

Mr.  Rakeb.  Hasn't  that  whole  thing  grown  out  of  this  dummj 
proposition,  generally  speaking,  relative  to  the  McMurtrey  transa^ 
tion? 

Mr.  DocKWEOiEB.  And  one  or  two  others. 

Mr.  Raker.  He  having  obtained  power  of  attorney  from  these 
men,  located  them  and  then  paid  them  $500  for  their  claim,  wbeo 
as  a  matter  of  fact  he  made  about  a  million  dollars;  and  they  are 
now  in  a  position  where  they  are  suing  him,  and  a  man  could  readilj 
say  that  he  did  not  give  his  consent  to  the  locating  proposition ;  thai 
the  whole  legal  feature  revolved  around  that  question  of  the  man'? 
mental  attitude  at  the  time  of  the  location. 

Mr.  SiNNOTT.  You  mean  the  men  that  gave  the  power  of  attomej 
claimed  that  they  did  not  give  it  ? 

Mr.  Raker.  One  of  them  did.  He  took  his  $500  and  then  offered 
to  take  $15,000  to  testify  the  other  way.  Then  he  testified  that  his 
mind  was  not  receptive  at  the  time  he  signed  the  power  of  attomej. 

Mr.  Timberlake.  He  testified  that  he  did  not  sign  the  p)ower  of 
attorney. 

Mr.  Raker.  No;  he  had  to  admit  that.^ 

Mr.  DocKWEiLEB.  I  will  state — my  friends  in  the  Department  of 
Justice  majy  question  it,  they  may  not  be  aware  of  it — ^but  in  locating 
as  many  of  these  men  have  done,  going  upon  a  quarter  section  of  lac^J 
and  in  the  name  of  eight  men  locating  claims,  placer  claims,  ths^ 
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is  the  common  practice — has  been  in  California — from  the  early 
mining  days. 

Mr.  Bakek.  Do  you  know  that  they  can  not  make  good,  no  differ- 
ence how  many  they  locate,  unless  they  actually  do  development 
work  ? 

Mr.  DocKWEiLfiH.  Absolutely;  yes,  sir. 

Mr.  Baker.  That  is  the  test  of  it,  is  it  not  ? 

Mr.  DocKWEiUi^R.  Certainly. 

The  Chairman.  Does  that  conclude  your  statement,  Mr.  Dock- 
weiler? 

Mr.  DocKWEiLER,  Yes,  sir. 

The  Chairman.  We  are  veiy  much  obliged  to  you. 

Without  objection  the  committee  will  stand  adjourned  until  to> 
morrow  morning  at  10  o'clock. 

(Whereupon,  at  10.30  o'clock  p.  m.,  the  committee  adjourned  until 
10  o'clock  a.  m.,  Tuesday,  February  26,  1918.) 


COMMriTEE  ON  THE  PiTBLIC  LaNDS, 

House  of  Bepresbntativss, 
Thursday^  February  28^  1918. 

The  committee  met  at  10.30  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair** 
man)  presiding. 

The  Chairman.  The  committee  will  be  in  order.  You  may  pro* 
ceed,  Mr.  Kearful. 

STATEMENT  OF  FRANCIS  J.  KEABFVL,  ASSISTANT  ATTOBNEY 

OENEBAL. 

Mr.  Kearjttl.  Mr.  Chairman  and  members  of  the  committee,  the 
argument  that  has  been  submitted  by  the  gentleman  from  California, 
and  some  from  Wyoming,  with  reference  to  the  relief  provisions 
may  be  stated  in  a  sentence,  and  it  runs  about  as  follows:  When 
those  oil  lands  were  withdrawn  on  September  27,  1909,  the  opera- 
tors were  in  possession  and  diligently  prosecuting  the  work  of  discov- 
ery under  the  placer-mining  law  then  in  force,  and  under  the  invita- 
tion  of  that  law ;  that  they  thereafter  continued  in  diligent  prosecu'^ 
tion  of  work  leading  to  discovery  of  oil  and  gas,  in  accordance  with 
the  law,  within  the  saving  clause  of  the  President's  order  and  in 
conformity  to  the  Bickett  act  passed  some  months  subsequently; 
that  therefore  they  are  entitled  to  patents  to  these  lands;  that  they 
are  prevented  from  getting  patents  by  reason  of  groundless  and  op- 
pressive suits  which  have  been  brought  by  the  Department  of  Jus^ 
tice;  that  because  of  the  emergency  which  now  exists,  and  from 
patriotic  as  well  as  selfish  motives,  they  are  willing  to  give  up  to 
the  United  States  one-eighth  of  what  they  are  entitled  to  under  the 
law,  if  Congress  will  shut  off  the  suits  and  permit  that  to  be  ac- 
complished. 

I  am  not  concerned  or  interested  in  any  general  statements  of  dis- 
satisfaction with  the  activities  of  the  Department  of  Justice  in  this- 
matter.  I  am  concerned — ^and  I  think  the  committee  is  concerned— 
in  any  statement  of  facts  by  which  the  conclusion  is  supported;  by 
any  statements  with  reference  to  the  state  of  the  law  or  to  the  sitna- 
tion  bearing  upon  the  conclusions  advanced.    I  am  here  by  invitatioa 
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of  the  chairman  to  assist  in  keeping  the  i*ecord  straight,  and  that  is 
what  I  propose  to  do. 

The  first  thing  that  I  want  to  correct  is  the  report  of  Senator  Pitt- 
man,  from  the  Committee  on  Public  Lands  of  the  Senate,  which 
accompanied  Senate  bill  2812,  now  before  this  committee.  On  page 
6  of  that  report  it  says,  referring  to  section  16  of  the  bill : 

In  fact,  there  has  been  no  protest  as  to  the  application  of  this  pi-ovision,  except 
as  to  the  lands  containe<l  in  Naval  Reserve  No.  2  in  the  State  of  California. 
The  Navy  Department  has  objected  every  time  that  sach  provision  has  been 
inclu(le<l  in  .similar  bills,  and  the  controversy  that  was  thus  precipitatedU  as  in- 
consequential as  It  was  to  the  Qovemment,  has  always  prevented  the  paaaay 
of  such  bills. 

That  statement  is  unfair  to  the  Navy  Department.  The  rea^ions 
for  the  objections  of  that  department  to  section  16  and  similar  relief 
provisions  have  been  not  upon  any  ground  peculiar  to  the  rights  of 
parties  within  the  naval  reserve,  but  the  reasons  have  been  based 
upon  grounds  which  were  applicable  alike  to  all  parties  within  and 
without  the  naval  reserve  up<m  the  lands  which  had  been  withdrawn 
from  entry. 

Shortly  stated,  the  reason  for  the  objection  was  that  the  Xavy 
Department  could  not  approve  the  proposition  to. turn  t>ver  to  tres- 
passers upon  those  lands  seven-eighths  of  the  fruits  of  their  tres- 
passes. I  say  "  trespassers  "  because  they  were  so  treated  by  the  In- 
terior Department  after  investigations  made  by  its  agents  in  the  field, 
and  upon  charges  which  had  been  made  by  those  agents,  either  that 
the  claimants  had  violated  the  withdrawal  order  or  that  the  claims 
were  fraudulent.  When  I  say  "  violated  the  withdrawal  order,"  I 
mean  that  they  were  charged  with  having  entered  upon  these  lands 
in  the  first  place  after  the  date  of  the  order,  or  that  they  had  aban- 
doned the  claims  at  that  date  and  were  not  in  diligent  prosecution 
of  discovery  work  at  that  time.  When  I  say  "  fraudulent  claims/'  I 
refer  to  the  charge  of  dummy  locations;  that  is,  that  association 
locations  had  been  made  by  parties  who  had  no  interest  in  the  loca<- 
tion  themselves,  but  for  the  benefit  of  some  operator. 

Mr.  SiNNOTT.  WiU  you  explain,  Mr.  Kearful,  just  what  you  mean 
by  that  "  dummy  locator  who  had  no  interest  for  himself  but  for 
s^ome  operator  "  ?    I  wish  you  would  enlarge  upon  that  idea. 

Mr.  Kearfui,.  I  understand  a  dummy  locator  to  be  one  who  lends 
his  name  or  whose  name  is  used  by  some  operator  for  the  purpose  of 
enabling  the  operator  to  secure  for  himself  a  greater  area  of  land 
than  the  law  would  otherwise  enable  him  to  secure.  One  operator 
under  the  placer  law  is  permitted  to  take  only  20  acres,  upon  which 
he  must  make  a  discovery  before  he  has  a  valid  location.  The  law 
permits  eight  men  to  make  a  location  of  160  acres,  which  may  be  per- 
fected by  one  discovery.  The  usual  practice  of  dummy  locations  is 
for  one  man  to  use  the  names  of  himself  and  seven  others  for  the 
purpose  of  locating  160  acres  for  himself. 

Mr.  TATiiOR.  You  call  that  a  dummy  entry  whenever  that  is  done, 
do  you  ? 

The  Chairman.  I  think  we  had  better  hold  to  the  rule,  gentlemen, 
and  let  the  witness  finish  before  asking  questions. 

Mr.  Kearful.  There  have  been  no  petroleum-placer  claims,  I 
think,  located  in  less  than  160-acre  tracts.  All  of  th^n  have  been 
•f«oclation  locations,  so  far  as  my  information  goes. 
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In  line  with  this  statement  in  regard  to  the  opposition  of  the  Navy 
Department  was  a  statement  made  on  the  floor  of  the  Senate  by  the 
Senator  in  charge  of  the  bill,  Mr.  Pittman,  after  an  arrangement 
had  been  made  to  eliminate  naval  reserve  No.  2.  He  said— Congres- 
sional Record,  page  301,  December  14, 1917: 

That  will  eliminate  the  main  contest  over  the  bill.  That  will  eliminate  the 
contest  which  the  late  Senator  from  Wisconsin,  Mr.  Hnsting,  supported  so 
earnestly  and  so  ably. 

That  statement  is  not  fair  to  the  memory  of  Senator  Husting.  It 
is  perfectly  weU  known  bv  everyone  who  participated  in  the  hearing 
with  Senator  Husting,  who  read  his  minority  report  upon  a  former 
occasion,  or  heard  him  speak  upon  the  matter  in  the  Senate,  that  his 
objections  to  the  reUef  provision  were  not  confined  to  anything 
peculiar  to  the  naval  reserves.  The  good  that  a  Senator  does  should 
be^  permitted  to  live  after  him  and  not  interred  with  his  bones,  as 
this  report  and  the  statement  of  the  Senator  in  charge  of  the  bill 
would  do.  I  therefore  desire  to  read  to  the  committee  a  short  extract 
from  the  minoritv  report  of  Senator  Husting,  concurred  in  by  Sena- 
tor Thompson,  which  accompanied  House  resolution  406,  Seport  819, 
part  2,  Sixty-fourth  Con^:'ess,  first  session. 

Mr.  Tatlob.  Can  you  give  us  the  date  that  those  two  reports  were 
filed? 

Mr.  EEABFuii.  May  81,  1916,  is  the  date  el  the  report  of  Senator 
Husting.    Senator  Pittmah's  report  was  August  IS,  1917. 

Mr.  Kaker.  Whatis  the  number  of  that  report? 

Mr.  Eearful.  The  Pittman  report  is  No.  116,  Sixty-fifth  Congress, 
first  session,  to  accompany  the  present  bill,  S.  2812,  to  the  Senate. 

Mr.  Tatlor.  What  was  the  date  of  the  passage  of  that  bill  ? 

Mr.  Keabful.  January  7,  1918. 

On  page  4  of  the  minority  report  of  Senator  Husting  and  Senator 
Thompson  is  this  language : 

The  areas  described  in  the  withdrawal,  which  were  beUeved  to  be  valtmble 
for  oil,  were  largely  covered  by  paper  locations  in  support  of  which  no  dls- 
•covery  had  been  made  and  no  discovery  work  had  been  attempted  in  good 
faith.  These  *'  claims  '*  seem  for  the  most  part  to  have  been  asserted  by  specu* 
lators,  who,  without  the  means  or  the  courage  to  attempt  actual  development* 
were  endeavoring,  by  posting  notices  and  recording  location  certi^cates  and 
ma^ipg, a pretepse  of  ^ork.cs^led^ "assei^sment  work *'  each  srear,  to  frighten  off 
<:ompetit6rs  until  they  could  sell-^^out' their' claims  at  a  profit  la  some  cases  a 
derrick  frame  or  a  cabin  would  be  erected,  as  an  evidence  of  occupancy-  and  a 
warning.  The  situation  thus  brought  about,  far  from  being  rightful,  was  In 
direct  violation  of  the  spirit  of  the  mining  law,  which  holds  the  mineral  lands 
open  to  all  qualified  explorers,  without  distinction,  and  allows  no  one  to  ap- 
propriate any  part  of  it,  to  his  exclusive  possession,  except  through  diligent 
exploratory  work  and  subsequent  discovery  and  location  of  mineral. 

Nearly  all  of  these  paper  claims  were  subject  to  the  further  objection  that 
the  names  of  dummies  were  fraudulently  inserted  for  the  purpose  of  covering 
the  land  in  lOD-acre  tracts,  as  allowed  by  the  mining  law  to  bona  fide  asso- 
ciations of  eight  claimants.  Of  course,  neither  the  withdrawal  order  nor  the 
Pickett  Act  was  intended  to  uphold  such  claims  as  these.  They  were  wholly 
devoid  of  merit.  The  lands  affected  by  them  were  open,  to  occupation  and 
exploration  by  anyone  who  chose  to  take  advantage  of  the  mining  law,  and 
there  was  no  assignable  reason  why  the  Government  should  not  be  equally 
free  to  reserve  them  in  the  public  interest.  If  the  withdrawal  had  omitted  these 
lands,  it  would  have  omitted  the  very  best  of  the  remaining  public  oil  deposits, 
and  omitted  them,  not  in  deference  to  bona  fide  claims,  but  in  aid  of  speculative 
attempts  to  monopolize  without  conforming  with  the  conditions  laid  down  by 
the  law. 
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.  The  pending  bill  does  not  approve  these  speculative  **  paper  claims  **  as  such. 
but,  sinjoilarlj'  enouf:li,  it  does  In  effect  ratify  them  ami  even  claims  set  op  afu: 
the  withdrawal,  and  as  late  as  July  3, 1910  (after  the  second  withdrawals  vudtf 
the  Plekett  Act),  if  they  were  succeeded  by  exploratory  work  done  in  Tiolaiii^o 
of  the  law;  that  Is,  in  violation  of  the  withdrawal  orders.  Such  legislati>ir 
puts  a  premium  on  the  diligence  of  the  lawbreaker.  This  bill  positively  reward^ 
the  men  who  trespassed  and  grants  nothing  to  those  who  re^;)ected  the  rigiiu 
of  the  United  States. 

It  is  said  that  the  original  withdrawal  was  regarded  as  invalid  and  thf 
lawyers  had  given  opinions  to  that  effect.  Can  this  be  an  excuse  for  grantinr 
away  oil  depof^its  estimated  to  be  worth  now  at  least  $50,000,000,  and  while  the* 
are  sorely  needed  for  the  military  and  naval  protection  and  the  economic  welfare 
of  the  people  of  the  whole  coantry?  If  the  lawyers'  opinions  were  to  be  aliovEil 
an^  inflnenoe  at  all  in  a  matter  of  such  great  national  consequence,  reimburse- 
ment of  the  actual  expenses  which  they  caused  their  clients  would  seem  to  be 
the  very  limit  of  magnanimity. 

Mr.  Bakes.  He  means  reimbursement  by  the  attorneys? 

Mr.  Kbarful.  No;  I  imderstand  he  means  reimbursement  bj  the 
Government  for  the  expense  which  the  advice  of  their  attorneys  put 
them  to. 

Mr.  Matb.  How  many  Senators  signed  that  report? 

Mr.  Kearful.  Senator  Husting  arS  Senator  Tnompson. 
,  Mr.  Mats.  Out  of  how  many  on  the  committee  t 

Mr.  Kearful.  I  don't  know.  What  I  read  here  was  in  reference 
to  the  statement  made  by  Senator  Pittman,  in  ch^r^  of  the  biU,  on 
the  floor  of  the  Senate,  in  which  he  said  that  the  elimination  of  Naval 
Unserve  No.  2  would  "eliminate  the  contest  which  the  late  Senator 
from  Wisconsin,  Mr.  Husting,  supported  so  earnestly  and  so  ably." 
and  was  for  the  purpose  oi  showing  that  the  contest  of  Senator 
Husting  was  not  lounded  upon  any  grounds  peculiar  to  the  naral 
reserves. 

On  page  7  of  the  report  reference  is  made  to  the  case  of  the  Consoli- 
dated Mutual  Oil  Co.,  decided  by  the  circuit  court  of  appeals  recently, 
very  shortly  before  the  issuance  of  this  report — and  particularly  to 
the  point — that  the  court  of  appeals  decided  that  persons  who  were  in 
diligent  prosecution  of  discovery  work  at  the  date  of  the  withdrawal 
were  within  the  saving  clause  of  that  order,  which  stated  that  ^  all 
locations  or  claims  existing  and  valid  on  this  date  may  prooE^  to 
entry  in  the  usual  manner  after  field  investigation  and  examination.** 
After  referrinfg  to  the  decision  upon  that  point— that  is,  that  the 
claims  of  such  parties  were  savea  by  the  withdrawal  order — the 
Import  says: 

If  this  construction  of  the  law  in  correct,  then  every  acre  of  said  land  affect e<f 
by  this  bill  in  Naval  Reserve  No.  2  was  exempted  from  the  operation  of  the 
withdrawal  orders,  and  is  now  the  undisputed  and  vested  property  of  the  claiff 
ants  by  virtue  of  location  and  discovery  under  the  existing  mining  laws. 

That  statement  must  have  been  made  either  in  absolute  ignorance 
of  the  facts  or  upon  a  very  strange  misconception  of  the  law.  Bow 
any  lawyer  could  say  that  such  a  result  could  follow  sudi  a  decision 
I  am  unable  to  understand.  None  of  the  suits  brought  by  the  Depart- 
ment of  Justice  in  Naval  Reserve  No.  2  involve  any  such  question.  It  j 
is  not  claimed  by  the  Government  that  any  person  who  was  in  the 
diligent  prosecution  of  work  leading  to  discovery  at  the  date  of  the 
withdrawal  order,  and  thereafter  continued  such  work,  is  the  proper 
subject  of  a  suit,  and  no  suit  has  been  started  upon  that  theory,  and 
no  suits  are  now  being  prosecuted  upon  that  theory.  The  D&pait- 
ment  of  Justice  fully  recognizes  and  always  has  fully  recognized  th»t 
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any  person  who  was  in  the  diligent  prosecution  of  discovery  work  at 
the  time  of  the  withdrawal  order  had  the  right  to  continue  such  work, 
and  if  he  did  continue  such  work  to  a  discovery  he  was  entitled  to  a 
patent.  I  want  no  mistake  about  that,  because  it  has  been  said  and 
reiterated  over  and  over  again  before  this  committee  and  elsewhere, 
that  the  position  of  the  department  was  different  from  that. 

Mr.  Lenroot.  Might  I  ask,  Mr.  Kearful,  before  I  forget  it 

The  Chairman.  I  think  we  ought  to  stick  to  the  rule,  Mr.  Lenroot. 

Mr.  Lenroot.  I  just  want  him  to  state  which  he  means — the  right 
under  the  Pickett  Act  or  the  right  under  the  exception. 

Mr.  Kearful.  I  think  it  is  a  matter  of  little  or  no  consequence 
whether  it  is  placed  under  the  exception  or  under  the  Pickett  Act. 
Whether  it  is  considered  as  having  been  reserved  by  the  exception 
in  the  withdrawal  order  or  saved  by  the  Pickett  Act,  it  amounts  to  the 
same  thing  exactly  as  if  stated  in  the  same  language — ^that  if  the 
person  was  in  the  diligent  prosecution  of  work  leading  to  discovery 
of  oil  or  gas  on  the  date  of  the  withdrawal  order,  and  thereafter  con- 
tinued in  such  work,  his  rights  are  protected ;  he  is  entitled  to  a  patent 
when  he  makes  discovery,  and  no  suit  has  ever  been  instituted  or  is 
now  being  prosecuted  upon  anv  other  theory  than  that. 

On  page  8  of  the  report  of  l^nator  Pittman  it  says : 

The  Government  has  taken  the  iwsltlon  that  the  work  required  was  the  actual 
sinking  of  a  well  on  each  claim ;  that  the  work  had  to  be  practically  continuous ; 
that  the  cessation  of  the  work  even  for  a  few  weeks  would  constitute  a  lack  of 
diligence  and  forfeit  the  rights  under  the  Pickett  Act  In  other  words,  the  Gov- 
ernment has  attenipte<l  to  place  such  a  strict  construction  upon  the  Pickett  Act 
that  in  the  very  nature  of  things  no  one  could  have  complied  with  it. 

It  is  true  that  the  Government  takes  the  position  that  the  ultimate 
work  of  discovery  on  each  claim  must  be  the  actual  sinking  of  a  well, 
and  I  think  no  one  will  dispute  that.  However,  it  is  not  true  that  the 
Government  takes  the  position  that  nothing  else  than  the  actual  sink- 
ing of  a  well  on  each  claim  can  be  considered  as  discovery  work  lead- 
ing to  discovery  on  that  claim. 

The  Government  takes  no  position  other  than  that  which  has  been 
announced  by  the  courts  since  long  prior  to  the  date  of  the  with- 
drawal order,,  from  whicli  there  has  been  no  dissent,  and  which  has 
always  been  agreed  to  by  the  oil  operators  and  urged  upon  the 
courts  whenever  it  arose  in  controversies  between  themselves.    The 

{)rinciple  of  those  decisions  is  that  a  man  who  goes  upon  public 
ands  under  the  petroleum  placer  law  and  begins  the  prosecution  of 
discovery  work  under  the  invitation  of  the  law,  which  is  open  to  all 
bona  fide  prospectors,  is  protected  in  that  possession  of  the  entire 
claim  so  long  as  he  continues  in  the  diligent  prosecution  of  the  work. 
Questions,  of  course,  arise  as  to  what  constitutes  diligence,  and  that 
must  be  determined  upon  the  facts  in  each  case.  The  principles 
with  reference  to  diligence  have  been  announced  by  the  courts  since 
long  prior  to  the  withdrawal  order.  They  have  been  adhered  to 
since,  and  they  are  the  principles  upon  which  the  Government  stands 
in  these  lawsuits.  They  are  well  stated  in  the  leading  case  of  the 
Express  Oil  Co.,  158  California,  559,  by  the  Supreme  Court  of  Cali- 
fornia, epitomizing  what  had  been  held  in  numerous  prior  cases,  in 
this  language : 

This  diligent  prosecution  of  the  work  of  discovery  does  not  mean  the  doin^r 
of  assessment  work.     It  does  not  menu  the  pursuit  of  capital  to  prosecute  the 
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work.  It  does  not  mean  any  attempted  holding,  by  cabin,  lumber  pile.  •« 
unuse<l  derrick.  It  means  the  diligent,  continuous  prosecution  of  the  v\irt 
with  the  expenditure  of  whatever  money  may  be  necessary  to  the  end  in  ri^ 

Subsequently  the  same  court,  in  the  McKittrick  Oil  Co.  case,  reit 
erating  that  language,  said  further: 

We  do  not  mean  to  hold  that  such  diligent  prosecution  of  the  work  ia) 
not  include  such  actual  preparation  for  the  same  a.s  the  bringing  to  th«f  cteia 
of  the  materials  necessary  therefor. 

Mr.  Raker.  Where  is  this  reported  ? 

Mr.  Kearful.  164  California,  650. 

The  Supreme  Court  of  Nevada  in  an  early  decision  which  has  been 
often  quoted  and  never  dissented  from,  undertook  to  define  whii 
constituted  diligence,  and  that  court  said,  in  the  case  of  Ophir  SiKe^ 
Mining  Co.  vs.  Carpenter,  4  Nevada,  534 : 

The  law  does  not  require  any  unusual  or  extraordinary  efTorts,  but  only  tlai 
which  is  usual,  ordinary,  and  reasonable.  The  diligence  required  in  casas  «'f 
this  kind  is  that  constancy  or  steadiness  of  purpose  or  labor  which  is  u>iti> 
with  men  engaged  in  like  enterprises,  and  who  desire  a  speedy  accomplisiuBe^ 
of  their  designs.  Such  assiduity  in  the  prosecution  of  the  enterprise  as  vr' 
manifest  to' the  world  a  bona  fide  intention  to  complete  it  within  a  reasmNe 
time.  It  is  the  doing  of  an  act,  or  series  of  acts,  with  all  practical  expediti«ii. 
with  no  delay  except  such  as  may  be  incident  to  the  work  Itself. 

.  Those  are  the  principles  upon  which  the  suits  have  l^^ea  instituted 
and  prosecuted ;  and  the  courts  who  have  decided  some  of  the  cass 
brought  by  the  Department  of  Justice  has  applied  the  principles  of 
those  cases  at  the  instance  of  the  Departmetit  of  Justice,  and  the; 
have  reiterated  the  statements  which  I  have  made  and  applied  thm 
to  the  facts  in  a  number  of  these  cases.  For  instance,  in  the  ct< 
of  United  States  v.  Thirty-two  Oil  Co.  (242  Fed.,  730),  Judge 
Bean  rendered  a  very  painstaking  and  elaborate  opinion  on  theqo^ 
tion  of  what  constitutes  diligence  with  reference  to  successive  devel- 
opment of  a  number  of  claims  held  in  a  group  by  one  person  or 
corporation,  and  he  said: 

It  is  not  necessary  that  the  work  being  performed  at  the  time  of  tbej^ 
drawal  was  on  the  particular  tract  in  question,  but  before  it  can  be  deenjj 
work  leading  to  discovery  thereon  it  must  have  been  such  as  would  reasonaW 
tend  to  that  end  and  been  presently  and  purposely  designed  for  that  parpen 
Now,  the  drilling  of  an  oil  well  on  one  location  would  not,  however  ^^°8J* 
tlmied,  lead  to  discovery  of  oil  on  another.  It  might  afEord  evidence  of  die  pnv- 
able  existence  of  oil  on  the  other  and  Justify  the  expenditure  of  mooej  » 
exploring  it.  Indeed,  it  might,  by  disclosing  the  formation^  materially  &^Q  '^ 
subsequent  drilling  and  lessen  the  expense.  This  result,  however,  would  foM* 
whether  the  well  was  drilled  by  the  occupant  or  claimant  of  the  land  is  <^ 
troversy  or  by  a  neighbor,  and  hence  I  do  not  think  that  such  work  on  «•* 
location  can  be  held  to  be  work  leading  to  discovery  on  another.  ^ 

I  have  no  doubt  that  work  could  have  been  in  progress  at  the  date  of  v^ 
drawal  on  one  of  a  group  of  locations,  or  even  extraterritorial ly  to  any  of  twB 
which  could  properly  be  held  to  be  work  leading  to  discovery  on  all,  ^vj '[' 
the  building  of  roads,  laying  of  water  lines,  establishing  camps,  as8anolinj 
material  and  equipment,  and  the  like,  if  such  work  directly  tended  to  ^^Jt 
purposely  designed  for  the  development  of  each  location  with  all  pra<*J:; 
expedition.  (Anvil  Hy  &  Dr.  Co.  r.  Code,  182  Fed.,  205,  105  C.  C.  A.,  ^^ 
Smelting  Co.  v.  Kemp,  104  U.  S.,  636,  26  L.  Ed.,  875 ;  Jackson  v,  Roby,  109 IJ- 
440,  8  Sup.  Ct.,  301,  27  L.  Ed.,  990;  U.  S.  v.  Ohio  Oil  Co.  (D.  C),  240  Fed.,^^ 
But  such  is  not  the  case  in  hand.  .^ 

Here  the  preliminary  work  had  been  done  almost  a  year  before  the  Jf^ 
drawal,  and  was  necessary  and  proper  for  the  development  of  the  nortbw<^ 
quarter,  and  had  l)een  and  was  being  so  used. 
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The  preliminary  work  referred  to  was  the  building  of  cabins,  the 
erection  of  derricks,  etc.,  which  were  not  used.  There  were  four 
quarter  sections  involved  in  this  particular  case.    [Reading:] 

AU  the  work  being  done  at  the  time  of  the  withdrawal  or  Immediately  con- 
templated was  OH  that  quarter.  The  work  on  the -remaining  parts  of  the  sec- 
tion was  suspended  to  await  results.  If  it  was  the  orilgnal  purpose  to  develop 
the  several  locations  as  a  unit,  it  was  not  carried  out,  nor  was  the  failure  to 
proceed  with  the  work  of  discovery  on  the  property  now  in  controversy  due  to 
the  lack  of  water,  but  to  the  avowed  policy  of  the  claimant,  as  disclosed  by  the 
testimony  and  by  the  agreement  entered  into,  not  to  do  so  unless  ttie  result 
of  the  work  on  the  northwest  quarter  proved  the  oil-bearing  quality  of  the 
district. 

That  is  the  theory  of  the  Department  of  Justice  in  cases  of  that 
character,  well  stated  by  Judge  Bean  in  that  case.  It  is  the  theory 
that  was  advanced  in  that  case  by  the  department,  and  it  is  the 
theory  upon  which  the  department  now  stands  with  reference  to 
cases  of  that  character.  It  is  not,  therefore,  correct  to  say,  as  was 
said  in  the  committee  report,  that  the  Government  has  attempted  to 
place  such  a  strict  construction  upon  the  Pickett  Act  that  in  the  very 
nature  of  things  no  one  could  have  complied  with  it.  No  attempt 
bfis  been  made  J^^o  place  any  construction  upon  the*  Pickett  Act  other 
than  bad  been  announced  by  the  courts  prior  to  the  Pickett  Act, 
and  which  was  adopted  by  the  Pickett  Act  at  the  instance  of  the 
California  oil  operators. 

On  page  10  of  the  Senate  report,  referring  again  to  the  case  of 
the  Consolidated  Mutual  Oil  Co.  and  to  the  fact 

Mr.  Taylor  (interposing).  You  mean  Senator  Husting's  report  or 
the  other? 

Mr.  Kearful.  Senator  Pittman's  report — and  to  the  fact  that 
the  circuit  court  of  appeals  had  decided  against  the  Oovemment  in 
that  case,  it  is  said : 

These  are  the  cases  which  involved  the  so-called  dummy  entries  of  fraudu- 
lent entries  known  as  the  McMurtry  and  McLeod  locations.  The  Government 
jtet  up  In  such  cases  the  fraud  and  attempted  to  prove  it.  The  Government  was 
not  even  able  to  produce  sufficient  evidence  of  fraud  to  Justify  the  Circuit 
Cxmrt  of  Appeals  in  retaining  a  receiver  tor  the  property.  In  other  words, 
the  Government  could  not  even  mak^  out  a  prima  facie  case  of  fraud. 

A  lawyer  reading  that  would  suppose  that  the  case  had  been  tried; 
that  the  evidence  upon  the  question  of  dummy  locations  had  been 
submitted  and  was  in  the  record  before  the  Circuit  Court  of  Ap- 
peals. That  is  the  inference  that  is  intended  to  be  conveyed  by  that 
statement  that  the  Government  was  not  able  to  prove  it;  that  the 
Government  set  up  and  attempted  to  prove  it,  but  was  not  able  to  do 
so.  That  is  not  correct.  That  case  did  involve  some  of  the  McMur- 
try location,  which  have  been  already  sufficiently  explained  to  the 
committee.  It  was  alleged  in  the  bill  that  the  entries  were  fraudu- 
lent and  dummy  entries.  The  bill  was  verified — that  is,  it  was 
sworn  to  by  an  agent  who  had  made  the  investigations.  But  this 
was  an  application  for  the  appointment  of  a  ree^ver,  and  the  judge 
did  not  require  the  Government  to  go  into  proof  of  these  matters, 
inasmuch  as  there  was  a  verified  petition  which  had  been  denied  by 
the  affidavit  of  the  defendants ;  and  there  being,  in  the  iudgment  of 
the  court,  a  substantial  controversy,  he  exercised  his  discretion  to 
appoint  a  receiver  without  requiring  the  Government  to  produce  evi- 
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dence  of  the  fniuds,  and  no  evidence  of  the  frauds  was  piXHliu 
However,  in  another  cns-e  which  was  tried,  the  court  found  that  d 
McMurtry  locations  were  fraudulent,  and  in  a  companion  ca-t- 
not  a  companion  casa  but  a  veiT  similar  case,  involving  what  > 
known  as  the  Burge  locations,  of  the  same  character — ^the  c*>u- 
fomid  that  they  were  dummies  and  fraudulent,  and  gave  judgmw 
for  the  Government, 

Those  cases  are  United  States  v,  Brookshire  Oil  Co.  (24:2,  IV. 
718),  and  United  States  v.  Thirty-two  Oil  Company  (242  Fed.,7;ii' 

Mr.  SiNNOTT.  Did  they  bring  home  knowledge  of  the  f  raod  to  il 
defendants  in  those  cases? 

Mr.  Kearful.  I  should  like  to  refer  you,  in  answer  to  that,  to  t ^i 
opinion,  in  which  the  court  discusses  the  facts  and  shows  that  kno*l 
edge  was  brought  home  to  the  defendants  involved  in  that  eas^ 
The  court  stated  that  he  did  not  have  before  him  a  case  of  one  wh; 
might  claim  that  he  was  an  innocent  purchaser,  and  that  he  wctti- 
not  decide  the  point  as  to  whether  there  could  be  an  innocent  pu: 
chaser  of  a  placer  claim  prior  to  patent. 

It  is  therefore  misleading  and  incorrect  to  say,  as  was  said  in  the 
report  of  Senator  Pittman,  that  the  Government  s^  up  the  fniw 
and  attempted  to  prove  it  and  was  not  able  to  prove  it. 

On  page  11  of  tne  Pittman  report  is  this  statement: 

The  result  of  this  litigation  so  far,  which  has  covered  a  period  of  three  or 
four  years,  is  that  the  Government  has  expended  large  sums  of  money;  1* 
bankrupting  men  who  have  spent  millions  of  dollars  in  a  legitimate  belief  Xhr 
they  ware  entitled  to  develop  unknown  supplies  of  oil,  and  is  retarding  tbe 
production  of  oil  in  the  known  oil  fields,  that  is  so  critically  needed  by  tV 
Government  at  the  present  time. 

One  reading  that  would  naturally  conclude — assuming  it  to  be  co^- 
rect — that  the  Government  had  lamentably  failed  in  the  prosau 
tion  of  these  suits,  and  that  there  was  no  prospect  of  the  Governnieiu 
w  inning  any  considerable  number  of  the  suits,  or  maintaining  iii 
any  considerable  number  of  the  suits  the  charges  tluit  it  had  niafk. 
That  is  not  correct. 

There  have  been  55  suits  instituted.  In  20  of  those  suits  a  i-ewiver 
has  been  appointed  and  is  now  in  charge.  In  one  case  the  receiter 
was  discharged  by  the  district  court  upon  a  decision  upon  the  nierit> 
That  was  the  North  American  Oil  Consolidated  case,  and  is  pending 
on  appeal,  or  appeal  has  been  directed. 

In  three  suits  in  which  there  were  receivers  appointed  they  ^^^ 
discharged  by  the  Circuit  Court  of  Appeals  under  circumstiince? 
which  I  stated  awhile  ago — upon  an  incomplete  record. 

In  one  other  case  a  receiver  was  denied  because  there  was  no  pn> 
ducing  well  and  no  necessity  for  a  receiver. 

In  one  case  an  application  for  a  receiver  is  pending,  which  i?  the 
Honolulu  case. 

In  three  cases  in  which  the  receiver  had  been  discharged  and  the 
bills  w^ere  dismissed  because  they  had  been  drawn  upon  the  wronf 
theory — but  without  prejudice  to  the  institution  of  other  suits  \\f(^ 
the  same  cause — new  suits  were  begun  and  new  applications  nw'^ 
for  receivers  in  those  cases. 

Mr.  Tayix)r.  Just  to  make  your  statement  complete,  will  vob 
hot  state  which  class  of  people,  if  any,  you  did  not  sue,  and  why  not' 

Mr.  Kearffl.  The  Department  of  Justice  has  sued  nolxKlv  exwp^ 
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upon  investigation  of  the  facts  by  special  agents  assigned  to  that 
work  from  the  Interior  Department,  and  upon  supplemental  in- 
vestigation made  after  the  cases  were  sent  to  the  Department  of 
Justice,  and  upon  consideration  of  the  facts  and  the  law  in  those 
cases.  And  no  suit  has  been  brought  except  upon  the  theory  thai  the 
defendants  either  had  violated  the  withdrawal  order — that  is,  were 
not  in  prosecution  of  discovery  work  at  the  date  of  the  order — or  that 
the  claim  was  founded  upon  a  fraudulent  location. 

Mr.  Taylor.  Were  there  any  people  that  were  innocent,  in  your 
judgment,  and  who  were  not  sued,  and  if  so,  how  many? 

Mr.  K]earful.  I  haven't  any  knowledge  of  those  who  were  not  sued. 
My  knowledge  of  the  matter  is  confined  to  those  who  were  sued. 

Mr.  Taylor.  Are  there  any  large  number  of  people  who  were  not 
sued? 

Mr.  Kearful.  There  are  quite  a  number  of  people  to  whom  patents 
were  issued.  In  those  suits  there  have  been  14  decisions  on  the 
merits.  Twelve  of  those  decisions  were  in  favor  of  the  Government. 
One  of  the  other  two,  which  were  unfavorable,  was  in  Wyoming. 
That  was  the  Grass  Creek  case,  otherwise  known  as  the  Ohio  Oil  Co. 
case.  That  was  decided  against  the  Government  by  the  Circuit  Court 
of  Appeals,  and  no  appeal  was  taken,  as  it  was  considered  that  the 
question  upon  the  facts,  which  had  been  found  adversely,  was  close, 
and  that  it  would  not  l>e  worth  while  to  undertake  to  overturn  the 
concurrent  findings  on  the  facts  of  two  courts. 

There  has  onlv  been  one  case  decided  upon  the  merits  against 
the  Government  in  California,  which  is  the  case  of  the  North  Ameri- 
can Oil  Consolidated,  decided  by  Judge  Bean  in  the  district  court, 
and  that  case  has  been  ordered  to  be  appealed  to  the  Circuit  Court 
of  Appeals. 

One  case  originating  in  Wyoming  was  carried  to  the  Supreme 
Court  of  the  United  States  and  decided  finally  in  favor  of  the 
Government. 

In  11  cases  there  were  favorable  decisions  in  favor  of  the  Govern- 
ment and  against  the  defendants  in  the  district  court,  one  of  which 
I  think  has  been  appealed.    At  any  rate  the  appeal  stands. 

Now,  under  the  receivership  operations 

Mr.  Raker  (interposing).  How  many  of  those  12  cases  did  you  say 
the  defendants  appealed  in  ? 

Mr.  Kearful.  I  think  there  is  one.  It  comes  up  pretty  soon  in  the 
Court  of  Appeals. 

Mr.  Raker.  And  in  the  rest  no  appeals  were  taken? 

Mr.  Kearpttl.  I  will  ask  Mr.  May  about  that. 

Mr.  May  (of  the  Department  of  Justice).  That  is  on  appeal  for 
the  appointment  of  a  receiver.  There  are  not  any  eases  in  which  an 
appeal  has  been  taken. 

Mr.  Kearful.  There  is  no  case  in  which  there  is  an  appeal  from 
any  decision  on  the  merits. 

Mr.  Raker.  The  time  has  not  expired  yet? 

Mr.  Kearful.  No;  the  cases  haven't  been  finally  disposed  of. 
They  are  pending  before  a  master  for  investigation  of  the  operations. 

The  operations  under  the  receivers  up  to  January  1,  1918,  show  a 
production  of  13,855,719  barrels  of  oil,  of  the  value  of  over  $10,000,000. 
The  cost  of  production  was  $1,271,002,  and  the  balance  impounded 
amounts  to  $8,793,777. 
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From  this  statement  it  will  appear  to  the  oonmiittee  that  Uie  stilei 
ment  (][uoted  frmn  Senator  Pittman's  report  on  page  11  is  based  upcv 
an  entire  misapprehension  of  what  has  occurred  in  the  suits  broqM 
by  the  Government. 

On  the  same  page  of  the  r^K>rt — page  11 — is  this  language,  i^^ 
ring  to  section  16  of  the  Senate  bill : 

The  language  of  the  compromise  provisioD  contained  in  section  16  was  (^ 
pared  and  submitted  by  the  Interior  Department  at  the  request  of  a  joint  o£- 
mlttee  composed  of  members  of  the  Public  Lands  Committee  of  the  Seotte  tsi 
the  Public  Lands  Committee  of  the  House. 

I  dont  know  wheUier  that  is  correct  or  not.  I  donH;  dispute  it  It 
was  brou^t  in  question  here  the  other  day  by  Mr.  Ferris.  But  I  ub 
not  objecting  to  that. 

Mr.  Taylor.  What  is  the  first  part  of  that  statement! 

Mr.  Kearful.  The  first  part  oi  the  statement  says: 

The  language  of  the  compromise  proTision  contained  in  section  16  was  ^ 
pared  and  submitted  by  the  Interior  Department 

I  am  not  making  any  question  about  the  correctness  of  the  state- 
ment, but  I  want  to  call  your  very  especial  attention  to  what  follows: 

A  compromise  of  this  nature  was  authorized  and  directed  by  the  Congress  <u 
the  United  States  by  an  act  approved  August  25, 1914. 

Mr.  Lenroot.  What  page  of  the  report  is  that? 

Mr.  Kearful.  Pages  11  and  12.    Omitting  a  portion: 

The  Secretary  of  the  Interior  obeyed  the  instructions  of  the  act  with  re^ 
to  such  claims  within  reserved  areas,  and  executed  leases,  except  in  naval  rt 
serves.  He  declined  to  execute  such  leases  within  naval  reserves,  in  obediac^ 
to  the  act,  solely  by  reason  of  the  request  of  the  Navy  Department  that  do  ^- 
leases  be  executed. 

Again  omitting  a  portion : 

The  Secretary  of  the  Navy,  In  making  such  protest,  knew  that  he  was  tiois* 
ing  the  expressed  intent  of  Congress. 

Then,  referring  to  the  Department  of  Justice,  it  says : 

Instead  of  obeying  the  mandates  of  such  acts — 

that  is,  disobeying  the  mandates  of  such  acts — 

the  Department  of  Justice  on  behalf  of  th^  Navy  had  these  wells  on  these  dais^ 
which  had  been  sunk  at  the  expense  of  many  thousands  of  dollars,  and  in  soid^ 
cases  millions  of  dollars,  taken  out  of  the  hands  of  the  claimants  and  operateii 
under  the  supervision  of  a  receiver. 

In  plain  language — ^no ;  not  in  plain  language,  but  by  artful  ca- 
cumlocution,  the  Department  of  Justice  is  charged  with  disobeying 
the  law  of  August  25, 1914,  in  supporting  the  Secretary  of  the  Kavj 
in  his  protest  against  the  making  of  leases  within  naval  reserve 
No.  2. 

Mr.  Taylor.  Did  the  Department  of  Justice  make  any  protest  or 
remonstrance  about  this  misrepresentation  at  any  time  during  aU  the 
time  the  bill  was  pending  before  the  Senate? 

Mr.  Kearful.  The  Department  of  Justice  has  never  had  an  oppof* 
tunity — a  favorable  opportunity — ^until  now  to  state  the  truth  of 
the  situation,  and  I  shall  proceed  to  state  it. 

Mr.  Taylor.  You  made  no  eflfort  to  state  the  truth  to  the  Senate! 

Mr.  Kearful.  That  is  a  question  that  I  am  not  able  to  answer.  6 
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is  said  that  the  Department  of  Justice  disobeyed  the  provisions  of 
that  act,  and  the  reason  for  that  was  that  that  act  was  a  compromise. 
A  compromise  of  this  nature,  referring  to  section  16,  was  authorized 
and  directed  by  the  act  of  August  25,  1914,  and  because  of  the  dis- 
obedience of  that  act  by  the  Department  of  Justice  it  is  necessary 
now  to  pass  section  16  of  this  bill. 

Let  us  see  what  the  act  of  August  25, 1914,  is.    It  reads  as  follows : 

Sec.  2.  That  where  applications  for  patents  have  been,  or  may  hereafter  be, 
offered  for  any  oil  or  gas  land  included  in  an  order  of  withdrawal  upon  which 
oil  or  gas  has  heretofore  been  discovered,  or  is  being  produced,  or  upon  which 
drilling  operations  were  in  actual  progress  on  October  3,  1910,  and  oil  or  gas 
is  thereafter  discovered  thereon,  and  where  there  has  been  no  final  determina- 
tion by  the  Secretary  of  the  Interior  upon  such  applications  for  patent,  said 
Secretary,  in  his  discretion,  may  enter  into  agreements,  under  such  conditions 
as  he  may  prescribe,  with  such  applicants  for  patents  in  possession  of  such  land 
or  any  portion  thereof,  relative  to  the  disposition  of  the  oil  or  gas  produced 
therefrom  or  the  proceeds  thereof,  pending  final  determination  of  the  title  thereto 
by  the  Secretary  of  the  Interior,  or  such  other  disposition  of  the  same  as  may 
be  authorized  by  law. 

Mr.  Titus.  Mr.  Chairman,  might  I  ask  Mr.  Kearful  to  read  the  rest 
of  that?    There  are  only  two  or  three  lines  of  it. 

Mr.  Kearful.  The  rest  of  it  refers  to  the  appropriation  of  the 
money  from  the  naval  reserve : 

Any  money  which  may  accrue  to  the  United  States  under  the  provisions  of 
this  act  from  lands  within  the  naval  petroleum  reserves  shall  be  set  aside  for 
the  needs  of  the  Navy  and  deposited  in  the  Treasury  to  the  credit  of  a  fund  to 
be  known  as  the  Navy  petroleum  fund,  which  fund  shall  be  applied  to  the  needs 
of  the  Navy  as  Congress  may  from  time  to  time  direct  by  appropriation  or 
otherwise. 

It  is  not  disputed,  of  course,  that  the  authority  given  by  this  act 
applied  to  all  the  withdrawn  lands,  including  those  in  the  naval 
reserves. 

Mr.  Raker.  I  did  not  ^et  your  statement  about  how  many  leases 
the  Secretary  of  the  Interior  did  actually  make  in  the  naval  reserves. 

Mr.  Keabful.  I  will  get  to  that  a  little  later. 

Now,  the  plain  language  of  this  act  shows  that  its  manifest  purpose 
was  to  authorize  the  Secretary  of  the  Interior  to  enter  into  agree- 
ments with  persons  who  had  made  applications  for  patents  in  order 
to  enable  them  to  continue  operations  and  conserve  the  proceeds  of 
the  operations  pending  the  final  determination  in  the  Land  Depart- 
ment as  to  whether  the  Government  or  the  claimant  was  entitled  to 
the  land.  If  there  is  any  doubt  about  that  interpretation  arising 
from  the  language,  it  is  made  clear  by  the  report  of  the  committee 
which  accompanied  the  bill  in  Congrei^,  Report  No.  814,  Sixty-third 
Congress,  second  session.    The  report  states 

The  Chairmak  (interposing).  Who  reported  it,  Mr.  Church? 

Mr.  Kearful.  I  don't  know.    I  haven't  that  information : 

The  object  of  the  bill  is  to  enable  persons  who  have  made  applications  for 
patents  for  land  on  which  oil  has  been  discovered  to  make  arrangements  with 
the  Secretary  of  the  Interior  in  reference  to  the  disposition  of  the  oil  during 
the  time  when  their  right  to  a  patent  Is  yet  undetermined.  This  plan  will  work 
a  hardship  on  no  one,  for  if  a  patent  is  finally  granted,  the  oil  may  be  returned 
to  the  owner  of  the  land.  If  the  patent  is  denied,  the  Government  has  lost 
nothing  by  reason  of  the  fact  that  the  well  has  been  operated  during  the  Interim, 
U  having  guaranteed  itself  against  loss  through  the  arrangement  of  the  Secre- 
tary of  the  Interior  and  the  oil  operator.    •    •    ♦ 

The  bill,  as  will  be  observed,  does  not  part  with  title  to  a  foot  of  land  or  to 
any  oil  or  gas  of  the  United  States,  but  merely  authorizes  a  continuance  of 
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operations  to  prevent  waste,  decay,  destruction  by  water  breaking  in,  and  otber 
disaster  coming  from  tlie  nonuse  of  oil  machinery  and  oil  development 

The  situation  which  was  impressed  upon  Congress  at  that  time  was 
this:  The  agents  of  the  Interior  Department,  after  application  for 
patents  had  been  mad6,  in  the  usual  course  of  their  practice  were 
making  investigations  in  the  field  and  recommending  to  the  Interior 
Department  that  various  claims  were  invalid  by  reason  of  violation 
of  withdrawal  and  because  of  dummy  location;  and  in  a  few  in- 
stances suits  have  been  brought.  The  consequence  was  that  there 
was  a  general  feeling  of  insecurity  among  the  purchasers  of  the 
products  of  oil  from  those  who  had  producing  wells,  so  that  an  oper- 
ator could  not  continue  operations,  not  being  able  to  sell  his  oil,  and 
it  was  therefore  urgent,  as  the  Secretary  of  the  Interior  reported  to 
the  committee,  that  temporary  relief  should  be  granted  in  order  to 
save  both  the  United  States  and  the  claimants  equally  from  large  and 
irreparable  loss  which  might  result  from  the  discontinuance  of  opera- 
tions, water  breaking  in,  and  drainage  from  adjoining  property,  etc ; 
and  the  Secretary  recommended  earnestly,  and  properly,  that  this 
temporary  relief  measure  should  be  passed,  which,  he  stated,  would 
"  permit  of  the  operation  of  oil  and  gas  wells  and  take  care  of  the 
proceeds  pending  the  final  adjudication  of  the  claims  by  the  depart- 
ment." 

Subsequently  and  on  June  13.  1917,  this  luw  was  under  discussion 
in  a  hearing  on  Senate  bill  45,  Sixty-fifth  Congress,  first  session,  be- 
fore the  Senate  Committee  on  Public  Lands,  and  Senator  Pittman 
said: 

I  IntrcKhioed  the  law,  and  I  IntroductHl  It  for  the  sole  purpose  not  of  benefitin?: 
the  patentee  in  the  matter  at  aU  but  for  tlie  purpose  of  continuing  the  produc- 
tion of  oil  pending  the  litijiration,  instead  of  having  it  tied  up  or  workeil  un<ler 
a  re<'eiver.  *  •  ♦  I  thnk,  as  a  temporary'  expedient,  that  it  serves  exactly 
the  purpose  of  a  rwelver,  that  pending  the  determination  of  title  as  to  whether 
the  Government  owns  It  or  the  claimant  owns  It  tlrnt  it  shall  be  operateil  as  it 
would  be  under  a  receiver. 

Now,  Senator  Pittman  is  a  lawyer.  lie  understands  what  it 
means  to  operate  "  as  it  would  be  under  a  receiver."  He  knows  i>er- 
fectly  well,  as  every  lawyer  knows,  that  wljere  an  oil  or  gas  well  is 
operated  under  a   receiver  the  net  proceeds  of  operation  are  im- 

[)ounded — ^that  is,  the  total  production  less  the  cost  of  production — 
eaving  the  net  production  as  the  amount  to  be  impounded.  He 
knew  therefore  that  it  was  not  correct  to  ^av  that  the  act  of  1J>14  was 
a  compromise  measure  of  the  nature  of  section  16  of  Senate  bill  2812. 
because  there  is  nothing  in  section  16  of  2812  that  has  any  reference 
whatever  to  any  operations,  as  they  would  be  under  a  receiver.  It 
provides  for  lease  under  which  the  operator  retains  seven-eighths  of 
the  production  and  pays  a  royalty  of  one-eighth  to  the  Government. 
There  is  nothing  whatever,  so  far  as  I  can  see — so  far,  I  will  under- 
take to  say,  as  anybody,  any  intelligent  perscn,  can  see — in  the  act  of 
August  25,  1914,  to  show  that  what  was  intended  by  Congress  is  a 
compromise  measure  of  the  nature  of  section  16  of  S.  2812.  It 
therefore  follows  that  the  charge  made  against  the  Se(*retary  of  the 
Navy  and  the  Department  of  Justice  that  they  disobeyed  the  man- 
dates of  that  law  for  that  reason,  is  without  a  shadow  of  foimdation. 
The  original  sin  of  the  Department  of  Justice  which  has^  been 
charged  was  the  institution  and  carrying  through  to  final  decision  in 
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the  Supreme  Court  of  the  Midwest  Oil  case.  That  was  carried  for- 
ward by  a  member  of  the  Denver  bar,  notwithstanding  it  has  been 
stated  here  by  a  judge  of  the  Supreme  Court  of  the  State  of  Colo- 
rado, unfortunately,  that  no  lawyer  who  knew  the  situation  in  that 
locality  had  any  idea  that  the  withdrawal  order  of  September  27, 
1909,  was  valid.  It  may  be  true  that  Mr.  Knaebel,  of  the  Denver 
bar,  is  a  man  lacking  in  ideas.  It  may  be  true  that  he  is  a  man  who 
knows  nothing  about  the  situation,  although  I  undertake  to  say  that 
he  knows  more  about  the  public-land  laws  of  the  United  States  per- 
haps than  any  other  one  man  in  the  United  States,  having  had 
charge  of  the  Public  Lands  Division  for  a  number  of  years. 

Mr.  Taylor.  It  has  been  a  good  many  years  since  Mr.  Knaebel 
lived  in  Colorado. 

Mr.  Kearful.  It  may  be  that  the  Supreme  Court  was  lacking  in 
ideas  upon  this  subject,  but  I  do  not  think  it  is  necessary  to  arguo 
that. 

The  Chairman.  The  committee  will  take  a  recess  at  this  point 
until  10  o'clock  to-morrow  morning. 

(Whereupon,  at  11.30  o'clock  a.  m.,  the  committee  recessed  until 
10  o'clock  a.  m.  Friday,  March  1, 1918.) 


COMMTTTEE  OF  THE  PuBLIC  LaNDS, 

House  of  Representatives, 

Friday^  March  7, 191S. 

The  committee  at  10.20  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  please  be  in  order.  You  may 
proceed,  Mr.  Kearful. 

STATEMEITT  OF  FBAHCIS  J.  EEABFITL— Besmned. 

Mr.  Kearful.  Early  in  the  course  of  these  proceedings,  at  the  re- 
quest of  Mr.  Lenroot,  I  prepared  a  memorandum  on  the  law  and 
pending  suits,  for  the  benefit  of  the  committee.  Copies  were  fur- 
nished to  the  parties  interested,  and  so  many  references  have  been 
made  to  that  memorandum  that  I  want  to  ask  the  committee  to  insert 
it  at  this  point. 

The  CnAiR3iAN.  That  is  this  brief  here  f 

Mr.  Kearful.  Yes,  sir. 

The  CHAiR3f AN.  Without  objection  the  brief  embodying  the  cita- 
tions of  the  law  prepared  by  Mr.  Kearful  will  be  incorporated  at 
this  point. 

(The  paper  referred  to  follows :) 

[Memorandittn  on  the  law  1&  connection  with  8.  2812,  H.  R.  8232,  and  S.  8521,  Sixty-fifth 

Con^reiis,  second  session.] 

L 

THE  OIL-LAND  LAW  PBIOB  TO  WITHBBAWALw 

1.  The  petroleum  placer  law, — ^The  ^neral  placer  mining  law,  orl^nntlnf?  In 
tlie  act  of  July  26,  I9f»  (14  Stat,  251  )^  amended  by  the  acts  of  July  9,  1870 
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(16  Stat.,  217),  and  May  10,  1872  (17  Stat,  91),  and  found  in  the  Revised 
Statutes  (Sees.  231d-2333),  was  made  applicable  to  "  lands  containing  itetrolenm 
or  other  mineral  oils  and  chiefly  valuable  therefor  "  by  the  act  of  February  U 
1897  (29  Stat,  526). 

By  this  law  all  deposits  of  petroleum  In  the  public  lands  are  **  declared  to  be 
free  and  open  to  exploration  and  purchase,  and  the  lands  in  which  they  nre 
found  to  occupation  and  purchase,  by  citizens  of  tlie  United  States  and  those 
who  have  declared  their  intention  to  become  such,  under  regulations  prescribed 
by  law"  (Sec.  2319).  Discovery  is  a  prerequisite  to  a  location  (Sec.  2320). 
Thereafter  locators  have  "  the  exclusive  right  of  possession  and  enjoyment " 
of  their  locations  "so  long  as  they  comply  with  the  laws"  (Sec.  23^22).  The 
boundaries  must  be  marked  and  a  notice  of  the  location,  if  required  by  the  local 
Ifiw,  must  be  recorded,  "  and  until  a  patent  has  been  Issued  therefor,  not  less 
than  one  hundred  dollars  worth  of  labor  shall  be  performed  or  improvements 
made  during  each  year"  (Sec.  2324).  A  patent  may  be  secured  from  the  land 
office  after  location  upon  payment  of  $2.50  per  acre  and  proof  of  $500  worth  of 
work  or  improvements  on  the  claim,  if  after  60  days  publication  of  notice  no 
adverse  claim  has  been  flled  (Sees.  2325,  2333).  If  there  be  an  adverse  claim 
the* land  office  proceedings  are  "stayed  until  the  controversy  shall  have  been 
settled  or  decided  by  a  court  of  competent  Jurisdiction,  or  the  adverse  claim 
waived"  (Sec.  2326). 

The  foregoing  provisions,  primarily  applied  to  locations  of  lode  claims,  are 
made  applicable  to  placer  locations  (Sec.  2329).  A  Joint  entry  of  such  a  loca- 
tion may  be  made  of  not  to  exceed  160  acres  by  "  an  association  of  persons  hav- 
ing contiguous  claims  of  any  size  "  (Sec.  2330),  provided  that  "  no  such  location 
shall  include  more  than  20  acres  for  each  individual  claimant"  (Sec.  2331). 

2.  Inchoate  rights  prior  to  disco vcrf/. — ^Alt hough  the  law  recognizes  no  vesteJ 
property  right  in  any  mining  claim  as  against  the  Government  until  a  disc«iv- 
ery,  It  could  have  no  practical  operation  as  applied  to  deposits  of  petroleum 
unless  prospectors  in  possession  of  such  claims  were  protected  wliile  eugsi?*^! 
in  the  work  of  discovery.  Hence,  it  has  been  established  by  the  decisions  of  the 
courts  that  oil  prospectors — one  on  not  more  than  20  acres,  or  an  association  of 
eight  or  more  on  not  to  exceed  160  acres — ^who  manifest  their  good  faitli  by 
diligent  prosecution  of  discovery  work  possess  an  inchoate  right  in  which  they 
will  be  protected  against  intrusion  so  long  as  they  continue  in  actual  bona  fiiie 
possession  and  in  diligent  prosecution  of  such  work. 

Miller  v.  Chrisman,  140  Cal.,  440,  447,  affinnetl,  197  U.  S.,  313;  McT^eniore  t. 
Express  Oil  Co.,  158  Cal.,  559,  561-563;  Borgicardt  v.  McKittHck  Oil  Co.,  1C4 
Cal.,  650,  658-659;  United  States  v.  Midway  Northern  Oil  Co,,  232  Fe<l..  Glil 
625-620 ;  United  States  v.  MeCntchen,  234  Fed.,  702,  713-714 ;  United  States  v. 
Grass  Creek  Oil  iC-  Gas  Co.,  236  Fed.,  481,  487 ;  United  States  v.  Stockton  .i/i*/- 
way  Oil  Co.,  240  Fed.,  1006,  1010 ;  United  States  v.  North  American  Oil  Cofi^fM- 
dated,  242  Fed.,  723.  727;  United  States  v.  Thirty-two  OU  Co.,  242  Fed.,  730. 
735-737;  Consolidated  Mut.  Oil  Co.  v.  United  States,  245  Fed.,  521,  524. 

3.  The  "Five  Claims  Act"  of  February  12,  IQOS.—The  act  of  February  12. 
1903  (32  Stat.,  825),  known  as  the  " Five  Claims  Act,"  provides: 

"That  where  oil  lands  are  located  under  the  provisions  of  title  thirtv-two 
chapter  six.  Revised  Statutes  of  the  United  States,  as  placer  mining  clalnk  tl**' 
annual  assessment  labor  upon  such  claims  may  be  done  upon  any  one  jof  a  fLnnr- 
of  claims  lying  continguous  and  owned  by  the  same  person  or  corporation,  n»>: 
exceeding  five  claims  in  all :  Provided,  That  said  labor  will  tend  to  the  develop 
ment  or  to  determine  the  oil-bearing  character  of  such  contiguous  claims," 

This  act  does  not  dispense  with  the  necessity  to  make  a  discovery  on  eac-- 
claim  in  order  to  complete  the  locations.  It  does  not  affect  the  necej^^jity  t" 
prosecute  discovery  work  with  diligence  on  each  claim  in  order  to  give  the  dnim 
ant  protection  before  discovery.  It  refers  to  the  "  annual  assessment  **  work 
required  by  R.  S.  2324  to  be  done  on  each  location  after  discovery,  and  i>ermir< 
that  to  be  done  on  one  of  five  contiguous  claims  for  the  benefit  of  all,  but  only 
after  a  dlsoovory  on  each  claim. 

Smith  V.  Union  Oil  Co.,  166  Cal..  217.  221-224;  United  States  v.  Thirtyitro  Oi; 
Co.,  242  Fed.,  730,  736;  United  States  v.  Stockton  Midway  Oil  Co.,  240  FtM- 
1006,  1010. 

The  decision  In  Consolidated  Mvt.  Oil  Co.  v.  United  States,  245  Fed.  5*21.  i^ 
not  regarded  as  sustaining  a  different  view.  While  there  are  expressions  in  \\r 
majority  opinion  (pp.  523.  527-528)  which  seem  to  tend  in  that  directi.Mi. 
the  rule  of  the  cases  above  cited  is  not  disapproved,  and  none  of  thoi^  (*ft^ 
are  cited  or  considered  in  the  opinion. 
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IL 

THE   WITHDRAWAL   OF    8EPTEMB£B    27,    1000. 

By  Executive  order  of  September  27,  1009,  "  in  aid  of  proposed  legislation," 
large  areas  of  public  land  in  California  and  Wyoming  were  "  temporarily  with- 
drawn from  all  forms  of  location,  settlement,  selection,  filing,  entry,  or  disposal 
under  the  mineral  or  nonmineral  public-land  laws."  The  order  declared  that 
"All  locations  or  claims  existing  and  valid  on  this  date  may  proceed  to  entry 
in  the  usual  manner  after  field  investigation  and  examination." 

In  Consolidation  Mutual  Oil  Co,  v.  United  States,  245  Fed.,  521,  526,  the  Circuit 
Court  of  Appeals  for  the  Ninth  Circuit  held  that  the  exception  from  the  Execu- 
tive order  of  "  all  locations  or  claims  existing  or  valid  "  was  intended  to  save 
the  rights  of  prospectors  who,  although  they  had  inade  no  discovery,  were  in 
bona  fide  actual  possession  and  diligently  engaged  In  the  prosecution  of  dis- 
covery work.  No  reason  is  perceived  to  doubt  the  correctness  of  this  ruling. 
The  intention  to  save  rights  which  would  otherwise  be  cut  off  is  manifest, 
and  as  those  who  had  made  discoveries  had  rights  which  could  not  be  divested, 
the  rights  intended  to  be  saved  must  have  been  those  inchoate  rights  existing 
before  discovery  which  the  law  then  recognized  as  entitled  to  protection ;  that 
Is,  rights  founded  upon  actual  bona  fide  possession  accompanied  by  the  diligent 
prosecution  of  discovery  work. 

See  also  United  States  v.  McCutchen,  234  Fed.,  702,  711;  United  States  v. 
Stockton  Midway  Oil  Co.,  240  Fed.,  1006,  1009;  United  States  v.  Thirty-two 
Oa  Co.,  242  Fed.,  730.  734. 

m. 

AMENDMENTS  OF  THE  LAW    ^.UBSEQUENT  TO  WITHDBAWAL. 

1.  Tfie  Pickett  Act  of  June  25,  19tO,— In  May,  1910,  within  nine  months  after 
the  withdrawal,  the  Pickett  bill  (H.  R.  24070)  came  before  the  I'ubllc  Lands 
Committee  of  the  House,  and  with  it  came  a  delegation  of  California  oil  oper- 
otors,  who  urged  that  the  withdrawal  order,  if  valid,  would  have  the  effect  of 
cutting  off  the  rights  of  every  prospector  who  had  not  made  a  discovery  though 
In  actual  bona  fide  possession  and  in  diligent  prosecution  of  discovery  work  at 
the  date  of  the  order.  The  decisions  recognizing  such  rights  as  between  ad- 
verse claimants  were  cited  to  the  committee,  and  the  relief  asketl  for  was  that 
the  rights  so  recognized  as  between  claimants  should  be  saved  as  between  the 
claimants  and  the  Government.  In  consequence  of  this  appeal,  and  upon  the 
assumption  that  such  rights  might  not  have  been  saved  by  the  excepting  clause 
of  the  Executive  order,  the  following  proviso  was  added  to  section  2  of  the 
Pickett  Act,  approved  June  25, 1910  (36  Stat,  847)  : 

"  That  the  rights  of  any  person  who,  at  the  date  of  any  order  of  withdrawal 
heretofore  or  hereafter  made,  Is  a  bona  fide  occupant  or  claimant  of  oil  or  gas 
bearing  lands,  and  who,  at  such  date,  is  In  diligent  prosecution  of  work  lead- 
ing to  discovery  of  oil  or  gas,  shall  not  be  affected  or  Impaired  by  such  order, 
so  long  as  such  occupant  or  claimant  shall  continue  In  diligent  prosecution  of 
.said  work:  And  provided  further.  That  this  act  shall  not  be  construed  as  a 
recognition,  abridgment,  or  enlargement  of  any  assessed  rights  or  claims 
initiated  upon  any  oil  or  gas  bearing  lands  after  any  withdrawal  of  such  lands 
made  prior  to  the  passage  of  this  act." 

As  this  act  expressly  saved  all  rights  susceptible  of  recognition  under  the 
petroleum  placer  law  at  the  date  of  the  withdrawal,  it  Is  not  perceived  how 
the  scope  of  the  saving  clause  In  the  withdrawal  order  can  present  any  ques- 
tion of  practical  consequence. 

2.  Withdrawals  and  reservations  under  the  Pickett  Act, — Section  1  of  the 
Pickett  Act  authorized  the  President  in  his  discretion  to  make  temporary 
withdrawals  and  establish  reservations  for  "public  purposes  to  be  specified 
in  the  orders  of  withdrawal,"  and  provided  that  "such  withdrawals  or  res- 
ervations shall  remain  in  force  until  revoked  by  him  or  by  an  act  of  Congress." 

Pursuant  to  this  express  authority,  and  because  the  authority  to  make  the 
withdrawal  of  September  27,  1909,  had  been  drawn  in  question,  the  President 
by  Executive  order  dated  July  2,  1910,  "  ratified,  confirnie<l,  and  continued,  in 
full  force  and  effect "  the  prior  withorawal,  "  subject  to  all  of  the  provisions, 
limitations,  exceptions,  and  conditions  contained  in  *  the  Pickett  Act. 


044  OIL  LEASING  LANDS. 

By  Executive  orders  dated  September  2,  1912,  December  13,  1912,  and  April 
iiO.  1915,  the  President  estaljlislied  Naval  Petroleum  Ueserves  Nos.  1  and  'J  i: 
California  and  No.  3  in  Wyoming,  all  within  the  boundaries  of  the  first  witt- 
drawul.  In  each  case  the  order  was  made  **  subject  to  valid  existing  righiN 
and  de<Mare(l  tlmt  the  reser\'e  "  shall  be  lield  for  the  exclusive  use  or  hen*-:: 
of  the  United  States  Navy  until  this  order  Is  revoked  by  the  President  or  by 
act  of  Congress." 

From  time  to  time  following  the  Pickett  Act  many  temporary  petroleun- 
witlidrawals  and  some  restomtions  were  made  (see  Bulletin  6i3,  U.  S. 
Geological  Survey,  "Petroleum  Withdrawals  and  Restorations  Affecting  ihf 
Public  Domain,  by  Max  W.  Ball,"  and  supplements). 

3.  The  "Asffifftimcnt  act "  of  March  2,  1911. — ^The  Land  Department  havin: 
decideil  that  a  petroleum  placer  claim  of  160  acres  by  eight  persons  could  »'t 
be  transferred  before  discovery  to  a  single  person  or  corporation  (J7.  S.  YaH 
et  tt/.,  38  I  J,  D.,  59),  relief  against  this  rulmg  was  a^ked  and  granted  by  Tht> 
act  of  March  2,  1911  (36  Stat,  1015),  excepting  lands  withdrawn  before  thf 
inception  of  development.    The  title  of  this  act  is : 

**  An  act  to  protect  the  h^cators  in  gtxKl  faith  of  oil  and  gas  lands  who  sha!! 
have  effected  an  actual  discovery  of  oil  or  gas  an  the  public  lands  of  the  Vn'm 
States,  or  their  successors  in  interest." 

The  act  provides : 

"  That  in  no  case  shall  patent  be  denied  to  or  for  any  lands  heretofore  located 
or  claimed  under  the  mining  laws  of  the  United  States  containing  petrolenm. 
mineral  oil,  or  gas  solely  because  of  any  transfer  or  assignment  thereof  or  <>f 
any  Interest  or  interests  therein  by  the  original  locator  or  locators,  or  any  «f 
them,  to  any  qualified  persons  or  person,  or  corporation,  prior  to  discovery  «'' 
oil  or  gas  therein,  but  if  such  claim  is  in  all  other  respects  valid  and  repilar. 
patent  therefor  not  exceeding  160  acres  in  any  one  claim  shall  issue  to  t!y 
holder  or  holders  thereof,  as  in  other  cases :  Provided^  hcncever.  That  such  land? 
were  not  at  the  time  of  inception  of  development  on  or  under  such  claim  with- 
drawn from  mineral  entry." 

It  will  be  observed  that  this  act  permits  the  assignment  or  transfer  of  ac 
association  claim  to  one  person  or  corporation  before  discovery  "  if  such  dnin: 
is  in  all  other  respects  valid  and  regular."  The  words  "valid  and  regular" 
are  taken  to  mean,  in  addition  to  formal  requirements  of  posting,  recording,  etc.. 
a  claim  founded  upon  actual  bona  flde  possession  accompanied  by  the  diligent 
prosecution  of  discovery  work.  The  validity  of  such  claims  has  always  be^a 
recognized  by  the  courts  as  between  rival  claimants,  they  were  saved  by  tbe 
Executive  order  as  against  the  Government,  and  they  were  confirmed  by  ti» 
Pickett  Act.  No  other  sort  of  claim  without  discovery  has  ever  been  recognizeJ 
as  "  valid."  No  other  sort  of  claim  could  be  "  In  good  faith  "  within  the  lan- 
guage of  the  title  to  the  act. 

4,  Tlie  "  operatinO'figreement  act "  of  AvguH  !?•'),  191). — By  way  of  ainon«3- 
ment  to  the  assignment  act  of  1911,  the  act  of  August  25,  1914  (38  Stat.  70SK 
added  section  2,  which  reads  as  follows: 

"  That  where  applications  for  patents  have  been  or  may  hereafter  be  offerei! 
for  any  oil  or  gas  land  included  in  an  order  of  withdrawal  upon  which  oil  or 
gas  has  heretofore  been  discovered,  or  is  being  produced,  or  upon  which  drilh 
ing  operations  were  in  actual  progress  on  October  3,  1910,  and  oil  or  gas  is 
thereafter  discovered  thereon,  and  where  there  has  been  no  final  determinatioo 
by  the  Secretary  of  the  Interior  upon  such  applications  for  patent,  said  Serre- 
tary,  in  his  discretion,  may  enter  into  agreements,  under  such  conditions  as  be 
may  prescril>e  with  such  applicants  for  patents  in  possession  of  such  land  or  8^5 
portions  thereof,  relative  to  the  disposition  of  the  oil  or  gas  produced  therefrosi 
or  the  proceeds  thereof,  pending  final  determination  of  the  title  thereto  tiy  tli? 
Secretary  of  the  Interior,  or  such  other  disposition  of  the  same  as  may  be  ao- 
thorlzed  by  law.  Any  money  which  may  accrue  to  the  United  States  under  tb? 
provisions  of  this  act  from  lands  within  the  naval  petroleum  reserves  shall  be 
set  aside  for  the  needs  of  the  Navy  and  deposited  in  the  Treasury  to  the  credtt 
of  a  fund  to  be  known  as  the  Navy  petroleum  fund,  which  fund  shall  be  ap- 
plied to  the  needs  of  the  Navy  as  Congress  may  from  time  to  time  direct,  Iw 
appropriation  or  otherwise." 

The  manifest  purpose  of  this  law  was  to  provide  a  temporary  method  ^ 
operating  claims  embraced  in  applications  for  patents,  and  cons«-ving  die 
proceeds  until  it  could  be  decided  whether  the  lands  belonged  to  the  dalm^D^ 
or  to  the  Government,  without  the  necessity  of  resorting  to  receivership  pr^ 
ceedings.  The  language  does  not  admit  of  any  other  construction,  and  if  i' 
did,  this  purpose  is  very  clearly  shown  by  the  report  of  the  Public  Lands  Com- 
mittee of  the  House  (Rept.  No.  814,  Q3d  Cong.,  2d  aess.),  which  stated: 
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••  The  object  of  the  bill  is  to  enable  persons  who  have  made  applications  for 
patents  for  land  on  which  oil  has  been  discovered  to  make  arrangements  with 
tlie  Secretary  of  the  Interior  in  reference  to  the  disposition  of  the  oil  during  the 
time  when  their  right  to  a  patent  is  yet  undetermined.  This  plan  will  work  a 
hardship  on  no  one,  for  if  a  patent  is  finally  granted,  the  oil  may  be  returnetl  to 
tlie  owner  of  the  land.  If  the  patent  is  denied,  the  Government  has  lost  nothing 
by  reason  of  the  fact  that  the  well  has  been  operated  during  the  interim,  It 
bavlng  guaranteed  itself  against  loss  through  the  arrangement  of  the  Secretary 
of  the  Interior  and  the  oil  operator.    ♦     ♦     * 

"  The  bill,  as  will  be  observed,  does  not  part  with  title  to  a  foot  of  land,  or  to 
any  oil  or  gas  of  the  United  States,  but  merely  authorizes  a  continuance  of 
operations  to  prevent  waste,  decay,  destruction  by  water  breaking  in,  and  other 
disaster  coming  from  the  nonuse  of  oil  machinery  and  oil  development." 

The  situation  calling  for  this  measure,  as  represented  to  the  committee  by  the 
Secretary  of  the  Interior,  was  this:  Because  of  investigations  by  the  Interior 
I>epartment  and  the  institution  of  suits  thereon  by  the  Department  of  Justice, 
and  because  of  the  practice  to  investigate  each  application  before  granting  a 
patent,  the  oil  operators  had  difficulty  In  disposing  of  their  oil,  without  which 
they  could  not  continue  operations.  The  disadvantage  of  this  not  only  to  the 
operators  but  to  tl^e  United  States  was  apparent,  because  the  failure  to  operate 
the  wells  might  result  In  diminishing  or  destroying  the  oil  and  gas  values  by 
water  infiltration  and  by  drainage  through  adjacent  wells.  This  situation,  as 
the  Secretary  stated,  demanded  **  immediate  attention  "  to  save  the  operators 
as  well  as  the  United  States  "  from  large  and  irreparable  loss."  He  therefore 
earnestly  recommended  this  "  temporary  relief "  measure,  which,  he  stated, 
would  "  permit  of  the  operation  of  oil  and  gas  \vells  and  take  care  of  the  pro- 
eeetls  pending  the  final  adjudication  of  the  claims  by  the  department." 

This  law  was  under  discussion  before  the  Public  Lands  Committee  of  the 
Senate  at  a  hearing  on  S.  45.  Sixty-fifth  Congress,  first  session,  on  June  16,  1917, 
aud  Senator  Pittman,  who  had  Introduced  the  law,  said  (p.  107)  : 

"  I  intro<lucedthe  law,  and  I  introduced  it  for  the  sole  purpose  not  of  benefiting 
the  patentee  in  the  matter  at  all  but  for  the  purpose  of  continuing  the  produc- 
tion of  oil  pending  the  litlgatloh  instead  of  having  It  tied  up  or  worked  under  a 
receiver.  •  ♦  •  i  think,  as  a  temporary  expedient,  that  it  serves  exactly  the 
puriK>se  of  a  receiver,  that  pending  the  determination  of  title  as  to  whether  the 
Government  owns  It  or  the  claimant  owns  it,  that  it  shall  be  operated  as  it 
would  be  under  a  receiver." 

Following  this  act  the  Secretary  entered  into  operating  agreements  with  ap- 
plicants for  patents  to  lands  outside  the  naval  reserves  aud  not  already  in  suit, 
which  provide  for  deposit  in  escrow  of  one-eighth  of  the  gross  production  pend- 
ing the  determination  of  title,  with  the  following  results : 

CALIFOBNIA. 

Total  production  of  oil  under  contracts  to  Nov.  30,  1917,  barrels-    4, 139, 400. 98 

Value  of  oil $2,856,092.76 

Amount  in  escrow.  Including  interest $358.  740.  09 

WYOMING. 

Total  production  of  oil  under  contracts  to  Nov.  30,  1917,  barrels—  5. 671. 445 

Value  of  oil $3,993,714.31 

Amount  in  escrow,  including  interest $517,934.21 

CALIFORNIA    AND    WYOMING. 

Total  production  to  Nov.  30,  1917 barrels..     9.  810, 845. 98 

Value  of  oil $6,849,807.07 

Amount  in  escrow,  including  interest $876,  674. 90 

In  eight  cases  in  Wyoming,  on  account  of  adverse  claimants,  the  agreements 
provi<le  for  securing  the  entire  net  production.  In  five  of  these  the  operator 
was  required  to  give  a  bond,  and  in  the  other  three  6  cents  per  barrel  was 
agree<l  on  as  sufficient  to  cover  the  cost  of  production,  the  balance  being  de- 
posited in  escrow  to  await  the  determination  of  title.  In  these  eight  cases  the 
result  is  as  follows : 
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Total  production  to  Nov.  30,  1917 barrels—  729.  Kl 

Value $439.380.a: 

Escrow  and  bond  liability  with  interest  on  escrow $441,452.^ 

IV. 

THE  FENDING  SUITS. 

The  withdrawal  order  of  September  27,  1909,  was  very  generally  dfsreganJRi 
by  the  oil  operators.  Upon  investigations  of  its  violation  made  by  the  Interifr 
Department,  the  Department  of  Justice  brought  several  suits  in  California  aDi' 
Wyoming  in  January  and  February,  1913.  but  as  the  district  courts  held  tbt 
the  order  was  invalid,  nothing  could  then  be  accomplished.  On  January  23. 
1915,  the  Supreme  Court  decided  in  United  States  v.  Midwest  Oil  Co.  (238 
U.  S.,  459)  that  the  order  was  valid.  Thereupon  the  litigation  proceeded  witi 
all  possible  expedition. 

The  following  table  is  a  general  summary  of  the  suits  that  have  bees 
instituted  and  the  proceedings  therein.  A  more  complete  schedule  sboirin^ 
in  a  general  way,  every  aspect  of  the  litigation  has  heretofore  been  furnished 
to  the  Public  Lands  Committee  of  the  House. 

ST7ITS  INSTITUTED. 

32  in  California  naval  reserve 8,  498acres__  $24,821.C>i^ 

23  in  California  not  in  naval  reserve 4, 598  acres 19,90(XCiX> 

65  in  California;  total 13, 096 acres..    44,721,«? 

3  in  Wyoming  not  in  naval  reserve 560  acres 450,  (W 

58  Grand  total 13, 656  acres—    45,171,0© 

DECISIONS   ON    MERITS. 

11  favorable,  district  court,  pending  before  master. 
1  favorable,  supreme  court,  final. 
1  adverse,  district  court,  pending  on  appeal. 
1  adverse,  circuit  court  of  appeals,  no  appeal. 

14 

DECISIONS   ON    MOTIONS   FOR  RECEIVER. 

20  appointed  by  district  court,  now  in  charge. 

1  appointed  by  district  court,  discharged  by  district  court,  appealed. 
3  appointed  by  district  court,  discharged  by  circuit  court  of  appeals. 
1  denied  by  district  court  (no  producing  well). 
1  pending  in  district  court  (Honolulu  case). 
1  bond  in  lieu  of  receiver. 

27  total  number  of  applications. 

RECEIVERSHIP  OPERATIONS. 

Cross  production,  in  barrels,  to  January  1,  1918 13,855,71^ 

Gross  production,  in  money,  to  January  1,  1918 $10,064,17^ 

Cost  of  production,  in  mone5%  to  January  1,  1918 1, 271JX': 

Net  production  impounde<l  to  January  1,  1918 8,793,777 

In  addition  to  the  charge  of  violating  the  withdrawal  order,  33  of  the  58  suits 
involve  the  charge  of  fraud  by  dummy  locations.  Of  these  33  the  lands  involvw 
in  19,  aggregating  3,040  acres,  are  In  Naval  Reserve  No.  2,  The  other  14.  oct- 
slde  the  naval  reserves  In  California,  Involve  2,240  acres. 

There  Is  only  one  suit  now  pending  in  Wyoming  (No.  853,  United  Staic9  t. 
Hanlcv  ct  al.),  though  the  charges  of  fraud  and  violation  of  the  withdrawal 
are  quite  as  extensive  there  as  In  California.  This  appears  from  investi.sa- 
tlons  made  by  the  Interior  Department.  The  reason  for  the  absence  of  s^»^ 
in  Wyoming  Is  that  these  lands,  as  to  which  adverse  reports  have  been  mt^ 
by  the  si»eclal  « gents,  are  covere<l  by  operating  agreements  between  the  Secre- 
tary and  the  claimants  under  the  act  of  August  25, 1914. 
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In  addition  to  the  foregoing  there  are  seven  suits  against  tlie  Southern 
Pacific  Co.,  In  which  the  Government  is  seeking  to  cancel  railroad  land-grant 
patents  on  the  ground  of  fraudulent  representations  as  to  mineral  character 
of  the  land  upon  which  the  patents  were  isstied.  The  land  Involved  aggregates 
159,298.17  acres  In  the  withdrawn  area  in  California,  of  which  10,754.54  acres 
are  in  Naval  Reserve  No.  1,  15,360  acres  are  in  Naval  Reserve  No.  2,  and 
133,183.63  are  outside  the  reserves. 

One  of  the  suits,  involving  6,309.17  acres  in  Naval  Reserve  No.  1,  was  decided 
in  favor  of  the  Government  by  Judge  Bean  in  the  district  court  on  June  12, 
1915,  and  is  now  pending  in  the  circuit  court  of  appeals.  In  the  other  six  suits 
the  company  moved  to  dismiss  because  they  were  not  brought  within  six  years 
from  the  dates  of  the  patents.  The  motion  was  overruled  by  Judge  Bledsoe  In 
the  district  court  on  June  7,  1915  (225  Fed.  197).  Thereafter  the  testimony 
was  taken,  which  covers  over  15.000  pjiges.  The  cases  have  been  closed  and 
will  be  argued  about  April,  1918. 

V. 

WHAT  CONSTITUTES  DILIGENT  FB0SECT7TI0N  OF  DISOOTEBT  WOBK. 

The  rule  may  vary  according  to  various  conditions,  but  certain  general  prin- 
ciples have  been  established. 
In  McLemore  v.  Express  Oil  Co.,  158  Cal.  559,  563,  the  court  said : 
"  This  diligent  prosecution  of  the  work  of  discovery  does  not  mean  the  doing 
of  assessment  work.  It  does  not  mean  the  pursuit  of  capital  to  prosecute  the 
work.  It  does  not  mean  any  attempted  holding,  by  cabin,  lumber  pile,  or 
unused  derrick.  It  means  the  diligent,  continuous  prosecution  of  the  work, 
with  the  expenditure  of  whatever  money  may  be  necessary  to  the  end  in  view." 
In  Borgwardt  v,  McKittrlck  Oil  Co.  (164  Cal.,  650,  651)  the  court  said: 
"  We  do  not  mean  to  hold  that  such  diligent  prosecution  of  the  work  may  not 
include  such  actual  preparation  for  the  same  as  the  bringing  to  the  claim  of 
the  materials  necessary  therefor.  We  have  no  such  situation  presented  by  the 
evidence  here,  and  need  not  determine  exactly  what  will  constitute  the  diligent 
prosecution  of  discovery  work.  Here  we  have  nothing  more  than  an  indefinite 
*  figuring '  with  other  persons  as  to  what  they  will  charge  for  doing  the  work, 
if  employed  to  do  so,  which  by  no  stretch  can  be  held  to  constitute  a  part  of  the 
actual  prosecution  of  the  work  of  discovery.  It  is  urged  that  an  attempting 
locator  is  protected  in  his  possession  without  commencing  such  work,  provided 
he  does  not  allow  an  '  unreasonable  time '  to  lapse  without  making  such  a  com- 
mencement, and  this  appears  to  have  been  the  theory  of  the  learned  Judge  of 
the  trial  court  as  evidenced  by  one  of  his  findings,  where  It  Is  declared  that 
plaintiffs  'within  a  reasonable  time  thereafter  commenceil  in  good  faith  the 
work  of  developing  the  said  land,'  etc.  Such  commencement,  as  we  have  seen, 
was  long  after  defendant's  reentry  and  long  after  the  commencement  of  this 
action.  The  rule  declared  by  the  decisions  does  not  so  provide.  The  attempt- 
ing locator's  possession  Is  protected  only  while  he  may  fairly  be  held  to  be 
actually  engaged  in  such  work  as  may  reasonably  be  held  to  be  discovery 
work." 
In  Ophlr  Sliver  Mining  Co.  v.  Carpenter  (4  Nev.,  534,  546)  the  court  said : 

"  Diligence  is  defined  to  be  the  *  steady  application  to  business  of  any  kind, 
constant  effort  to  accomplish  any  undertaking.'  The  la^fc  does  not  require  any 
unusual  or  extraordinarj'  efforts,  but  only  that  which  is  usual,  ordinary,  and 
reasonable.  The  diligence  required  in  cases  of  this  kind  is  that  constancy  or 
steadiness  of  purpose  or  labor  which  Is  usual  with  men  engaged  In  like  enter- 
prif^es,  and  who  desire  a  speedy  accomplishment  of  their  designs.  Such  assidu- 
ity in  the  prosecution  of  the  enterprise  as  will  manifest  to  the  world  a  bona  fide 
intention  to  complete  it  within  a  reasonable  time.  It  is  the  doing  of  an  act, 
or  series  of  acts,  with  all  practical  expedition,  with  no  delay  except  such  as 
may  be  Incident  to  the  work  Itself." 

And  again,  referring  to  the  illness  of  the  claimant  as  an  excuse  (p.  547) : 

"  But  we  are  inclined  to  believe  that  his  illness  Is  not  a  circumstance  which 
can  be  taken  into  consideration  at  all.  Like  the  pecunlai-y  condition  of  a  per- 
son, it  is  not  one  of  those  matters  Incident  to  the  enterprise,  but  rather  to  the 
person.  The  only  matters  In  cases  of  this  kind  which  can  be  taken  into  con- 
sideration are  such  as  would  affect  any  person  who  might  be  engaged  in  the 
same  undertaking,  such  as  the  state  of  the  weather,  the  difliculty  of  obtaining 
laborers,  or  something  of  that  character." 


948  OIL  LEASIKO  LAKDSk 

In  United  HtatcB  v.  Midway  Northern  Oil  Co,,  232  Fed.,  619,  626,  Judge  Bean 
referred  to  the  dIfRculty  of  obtaining  water  for  drilling  purposes,  and  said : 

"Now.  the  mere  eifort,  however  diligent,  to  obtain  water  for  drilling  pur- 
poses, or  tlie  inability  to  do  so,  which  is  all  the  evidence  for  the  defendant? 
tends  to  show,  can  not  be  held  to  constitute  diligent  prosecution  of  work  looking 
to  discovery  any  more  than  the  pursuit  of  capital  to  pro5;ecute  such  work,  or  a 
lumber  pile  or  unused  derrick,  can  be  held  to  constitute  such  diligence.  Th* 
question  is  not  whether  the  defendants  were  able  to  prosecute  the  work  of  dis- 
covery at  the  date  of  the  withdrawal  order,  but  whether  they  were  actually 
engaged  in  such  work  at  that  time." 

In  United  States  v.  McCutchen,  234  Fed.,  702.  714,  Judge  Bledsoe,  referrins 
to  an  abandonment  of  work  before  the  withdrawal  order  and  recoounencemem 
Ave  months  thei-eafter,  said: 

**  The  point  is  made  and  urged  with  much  force  that  it  should  not  be  lield 
that  the  Obispo  Company  was  lacking  In  diligence  at  the  date  of  the  with- 
drawal order,  because  they  had  theretofore  expended  a  sum  of  approximately 
$20,000  in  an  endeavor  to  make  e  discovery  of  oil  on  the  lands  lu  question, 
and  it  is  apparently  insisted  that  that  expenditure  in  itself  is  amply  sufficient 
to  refute  the  claim  of  a  want  of  diligence.  It  should  be  remembered,  however, 
with  respect  to  this,  that  under  the  facts  shown  all  efforts  made  by  the  Obispo 
Company  in  connection  with  the  expenditure  mentioned  were  fruitless,  ami 
the  wells  attempted  to  be  sunk  through  such  expenditure  have  actually,  ever 
since  on  or  about  the  5th  day  of  August,  1909,  been  abandoned,  and  if  the 
defendants  were  given  a  clear  title  to  all  the  land  in  question  at  this  time,  the 
expenditures  made  and  relied  upon  herein  by  the  Obispo  Company  would  still 
constitute  a  false  factor  in  their  claim  of  title,  because  no  muniment  thereof 
would  rest  upon  such  expenditures.  In  other  words,  no  discovery  of  oil  at  any 
time  upon  the  premises  in  controversy  in  the  McCutchen  Case  was  ma<le 
through,  or  by  means  of,  or  at  a  place  developed  by,  the  moneys  laid  out 
by  the  Obispo  Company.  When  the  Pacific  Midway  Oil  Company,  In  the  latter 
part  of  February,  1910,  took  over  the  rights  of  the  Obispo  Company  and 
entered  upon  its  property,  it  examined  the  wells  theretofore  sought  to  be  sunk 
to  the  oil  sands  by  the  Obispo  Company,  but  found  them  upon  such  examina- 
tion wholly  unserviceable,  and  actually  sunk  the  wells  which  resulted  in  the 
discovery  of  oil  at  a  different  place.  In  this  wise  it  may  be  said,  as  I  view  the 
situation,  that  the  expenditures  of  the  Obispo  Company  as  heretofore  indi- 
cated contributed  in  no  degree  or  respect  to  the  discovery  of  oil,  and  should 
not  now  be  held  as  evidence  of  due  diligence  at  the  time  of  the  promulgation 
of  the  withdrawal  order." 

,In  United  States  v.  Grass  Creek  Oil  d  Gas  Co.,  236  Fed.,  481,  487,  the  Circuit 
Court  of  Appeals  for  the  Eighth  Circuit,  by  Judge  Trieber,  said  with  refereace 
to  the  facts  found  in  that  case : 

"  In  our  opinion  when  a  citizen  of  the  United  States  in  good  faith  enters  upon 
public  land  for  the  purpose  of  discovering  oil  or  gas,  takes  possession  of  the 
land  by  placing  a  caretaker  thereon  while  he  is  taking  proper  steps  to  obtaio 
the  material  necessary  for  the  work  of  constructing  the  camps,  enters  Into  con- 
tracts for  drilling,  acting  as  expeditiously  as  possible  in  erecting  carai>s  and 
preparing  for  the  drilling,  spends  money  and  enters  into  contracts  whereby  he 
becomes  liable  for  sums  of  money  to  prosecute  the  work  leading  to  the  discovery 
of  oil  or  gas,  and  as  soon  as  It  is  possible,  by  the  exei-clsc  of  proper  diligence, 
begins  the  work  of  drilling,  and  continues  it  diligently  ami  expeditiously  until 
oil  Is  discovered  in  commercial  quantities,  he  Is  within  the  protection  of  this 
proviso." 

In  United  States  v.  North  America  Oil  Consolidated,  242  Fed.,  723.  727,  refrr- 
ring  to  the  elTect  of  an  insuflicient  water  supply.  Judge  Bean  said : 

"The  law  does  not  require  a  vain  or  useless  thing  to  be  done,  and  therefore 
the  oil  company  was  not  required  by  the  law  of  diligence  to  have  installe<l  all 
its  niiichinery  or  commence  drilling  before  its  supply  of  water  was  such  that  it 
could  reasonably  hope  to  successfully  continue  the  work.  Nor  was  It  required 
to  make  any  unusual  or  extraordinary  effort  to  obtain  water,  but  only  such  as 
was  reasonable  under  the  circumstances  confronting  it.  Its  possession,  the 
work  which  It  had  done  and  was  then  doing,  were  such  that  it  would  have  lieen 
protected  by  the  courts  from  Intrusion  by  private  parties  if  the  order  had  noi 
been  made  [citing  cases].  And  that,  I  take  It,  is  the  true  test  In  cases  of  this 
character." 
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VI. 

GBOUP  DEVELOPMENT. 

To  satisfy  the  requirement  of  the  law  as  to  diligent  prosecution  of  work 
leading  to  discovery,  tlie  so-called  "  group-development  theory  "  has  been  ad- 
vanced. This  theory  is  that  one  person  or  corporation  in  possession  of  a  number 
of  claims  may  be  con.sidereil  as  prosecuting  discovery  work  on  all  the  claims  of 
the  group  by  drilling  or  preparing  to  drill  on  one  with  the  intention  to  drill 
on  the  others  If  oil  is  discovered.  In  the  case  of  a  large  group,  where  a  dis- 
covery on  one  would  not  indicate  the  character  of  remote  tracts,  this  theory 
contemplates  successive  prospect  wells  after  the  initial  discovery  upon  which 
further  drilling  would  be  contingent. 

By  this  means,  it  is  claime<l,  one  person  or  corporation  can  appropriate  any 
amount  of  public  land  under  the  placer  law  for  an  indefinite  period,  to  the  ex- 
clusion of  other  prospectors,  without  any  discovery  work  except  on  one  quarter 
section.  This  is  pre<*isely  what  was  attempted  in  the  case  of  the  Honolulu  Con- 
solidated Oil  Co.,  with  a  group  of  31  quarter  sections  of  public  land,  except  in 
that  case  the  initial  prospect  well  in  which  oil  was  discovered  February  1,  1910, 
was  not  on  any  of  the  31  claims  but  on  land  in  private  ownership. 

It  is  said  that  one  association  of  eight  loersons  may  locate  any  number  of 
placer  claims  of  160  acres  each.  This  is  true;  but  it  is  also  true  that  a  dis- 
covery on  each  one  is  requlreil,  and  that  the  diligent  discovery  work  which 
gives  an  inchoate  right  before  discovery  has  reference  to  each  claim. 

Smith  V.  Union  Oil  Co.,  166  Cal.,  217,  221-224 ;  United  States  v,  Stockton  Mid- 
way Oil  Co..  240  Fed.,  1006,  1010-1012 ;  United  States  v.  Thirty-two  Oil  Co.,  242 
Fed.,  730,  736. 

As  Judge  Bean  said  in  the  case  last  cited : 

"•Each  location,  which  could  not  exceed  160  acres,  so  marked  on  the  ground 
and  de.scribed  in  the  notice,  should  be  considered  as  a  separate  unit,  regard- 
less of  the  number  of  such  locations,  continguous  or  otherwise,  occupied  or 
claimed  at  the  date  of  the  withdrawal  by  any  one  person  or  corporation, 
and  the  work  contemplated  In  the  act  Is  work  leading  to  discovery  on  the 
particular  location. 

"  Group  improvement  or  development,  *  assessment  work,'  or  work  necessary 
to  Rupiwrt  an  application  for  patent,  os  authorized  and  required  by  act  Feb.  12, 
1903.  c.  548,  32  Stat.,  825  (Comp.  St.,  1916,  sec.  4636),  and  sections  2324,  2325. 
H.  S.  (Comp.  St.,  1916,  sees.  4620.  4622),  have,  in  my  judgment,  no  application 
as  such  to  cases  of  this  character.  They  are  statutory  privileges  accorded  to 
and  obligations  imposed  upon  the  claimants  of  mining  land  under  the  general 
mining  laws  after  location,  which  must  follow  discovery,  and  have  no  refer- 
ence to  prior  v/ork.  Smith  v.  Union  Oil  Co.,  166  Cal.,  217;  135  Pac,  966; 
opinion  of  Judge  Ble<lsoe  in  U.  S.  v.  Stockton  Midway  Oil  Co.  (D.  C.)  240 
Fed..  1006.  Decisions  construing  such  statutes,  and  especially  sections  2324, 
2325,  are  no  doubt  helpful  in  determining  what  will  be  considered  work  on  a 
mining  claim;  but  we  are  here  dealing  with  the  rights  as  defined  and  con- 
ferred by  the  Pickett  Act,  which  was  designed  for  relief  of  bona  fide  occupants 
or  claimants  at  the  date  of  the  withdrawal,  who  had  not  but  were  then  intend- 
ing in  good  faith  to  make  a  discovery,  and  who  were  manifesting  such  inten- 
tion by  the  diligent  prosecution  of  work  tending  thereto,  and  not  for  one  hold- 
ing under  paper  locations,  or  locations  made  for  the  purpose  of  enabling  one 
person  to  acquire  a  larger  area  of  ndneral  land  by  one  discovery  than  the  law 
permitteil  him  to  take,  or  one  who  by  means  of  skeleton  derricks,  cabins,  so- 
called  assessment  work,  or  the  like,  was  endeavoring  to  hold  land  temporarily 
for  speculation,  or  until  exploratory  work  on  adjoining  property  owned  or  occu- 
pied by  him,  or  in  the  vicinity,  had  indicated  the  oil  or  nonoil  bearing  quality.** 

A  contrary  view  was  suggested  rather  than  held  by  the  Circuit  Court  of  Ap- 
peals for  tlie  Ninth  Circuit  (Judge  Gilbert  dis.sentlng)  in  Consolidated  Mutual 
Oil  Co.  V.  Unitetl  States  (245  Fed.,  521,  523,  527-528).  But  this  suggestion  was 
founde<1  upon  an  evident  misapprehension  of  the  eflfect  of  the  rule  as  to  work 
on  contiguous  locations,  which  has  no  reference  to  discovery  work  but  only  to 
annual  a.ssessment  work  after  discovery.  The  foregoing  authorities  were  not 
discussed  or  cited  in  the  majority  opinion.  Moreover,  the  view  suggested  was 
not  necessiiry  to  the  decision,  since  it  was  found  as  a  fact  that  the  claimant  was 
prepared  nntl  intending  to  drill  on  each  of  the  four  claims  there  in  question 
simultaneously,  and  was  prevented  from  doing  so  only  by  the  scarcity  of 
water.     (See  p.  52a)    Furthermore,  the  decision  was  on  an  incomplete  record 
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on  appeal  from  an  interlocutory  order  before  final  hearing.  Gonseqnently.  tbi 
case  could  not  be  taken  to  the  Supreme  Court.  It  was  not  regarded  by  Jods 
Bean  as  controlling  in  the  case  of  the  Thirty-two  Oil  Co.,  where  the  point  wi! 
squarely  presented  and  decided  the  other  way,  as  above  stated.  The  reported 
decision  of  Judge  Bean  was  prior  to  that  of  the  Court  of  Appeals.  But  tbe 
latter  was  subsequently  urged  as  a  ground  for  rehearing,  and  Judge  Bean  td- 
hered  to  his  decision. 

The  decision  of  Judge  Riner  in  United  States  .t?.  Ohio  Oil  Co.  (240  Fed^  99& 
1005),  and  of  the  Court  of  Appeals  for  the  Eighth  Circuit  in  the  same  case,  ea- 
titled  United  States  t\  Grass  Creek  Oil  &  Gas  Co.  (236  Fed..  481,  4S7).  contais 
nothing  to  the  contrary.  That  was  treated  as  a  case  of  simultaneous,  not  ki!^ 
cessive,  development.  Upon  the  facts  found  in  that  case  the  Court  of  AppeaJj 
said: 

"As  frequently,  in  fact  in  most  instances,  prospecting  was  necessary  in  order 
to  determine  whether  oil  or  gas  are  on  the  public  lands,  and  large  snms  of 
money  were  necessarily  expended  to  ascertain  this  fact  Congress  by  this  pro- 
viso in  the  act  of  1910  extended  its  protecting  arm  to  those  acting  in  good  fait' 
in  an  effort  to  ascertain  whether  there  was  oil  or  gas  under  them.  In  onr  c^- 
ion,  when  a  citizen  of  the  United  States  in  good  faith  enters  upon  public  lac' 
for  the  purpose  of  discovering  oil  or  gas,  takes  possession  of  the  land  by  placis: 
a  caretaker  thereon  while  he  is  taking  proper  steps  to  obtain  the  material  kc 
essary  for  the  work  of  constructing  the  camps,  enters  into  contracts  for  drilllDC 
acting  as  expeditiously  as  possible  in  erecting  camps  and  preparing  for  tt^ 
drilling,  spends  money  and  enters  into  contracts  whereby  he  becomes  liable  f^-r 
sums  of  money  to  prosecute  the  work  leading  to  the  discovery  of  oil  or  gas,  a&J 
as  soon  as  it  is  possible,  by  the  exercise  of  proper  diligence,  begins  the  work  of 
drilling,  and  continues  it  diligently  and  expeditiously  until  oil  is  discovered  ia 
commercial  quantities,  he  is  within  the  protection  of  this  proviso." 

It  would  be  difficult  to  find  any  fault  with  this  statement,  and  none  is  ^P 
gested. 

It  is  said  that  much  of  the  work  of  preparing  to  drill  an  oil  well  b 
necessarily  done  outside  the  boundaries  of  the  particular  claim;  that  such  per- 
paratory  work  may  include  a  number  of  claims  as  well  as  one ;  and  that  sod 
work  is  Just  as  necessary  to  a  discovery  as  the  work  of  drilling.  This  is  a1- 
netted.  As  tbe  Supreme  Court  of  California  said  in  Borgwartlt  v.  McKlttrl«^ 
Oil  Co.  (164  Cnl.,  650,  651)  :  "  We  do  not  mean  to  hold  that  such  diligent  jffnse 
cution  of  the  work  may  not  include  such  actual  preparation  for  the  same  as  tls 
bringing  to  the  claim  of  the  materials  necessary  therefor." 

But  It  is  obvious  that  the  work  of  preparation  to  drill  on  only  one  claim  Is 
not  work  leading  to  discovery  on  other  claims.  As  Judge  Bean  said  In  United 
States  V.  Thirty-two  Oil  Co.  (242  Fed..  730,  735) : 

"  It  Is  not  necessary  that  the  work  being  performed  at  the  time  of  the  with- 
drawal was  on  the  particular  tract  in  question,  but  before  it  can  be  deemf'^ 
work  leading  to  discovery  thereon  it  must  have  been  such  as  would  reasooaWy 
tend  to  that  end,  and  been  presently  and  purposely  designed  for  that  purpose 
Now,  the  drilling  of  an  oil  well  on  one  location  would  not,  however  long  c-^- 
tinued,  lead  to  discovery  of  oil  on  another.  It  might  alfonl  evidence  o. 
the  probable  existence  of  oil  on  the  other,  and  Justify  the  expenditure^ 
money  in  exploring  It.  Indeed,  it  might,  by  disclosing  the  formation,  materlauy 
aid  in  subsequent  drilling  and  lessen  the  expense.  This  result,  however,  \ronK 
follow,  whether  the  well  was  drilled  by  the  occupant  or  claimant  of  the  land  i- 
controversy  or  by  a  neighbor,  and  hence  I  do  not  think  that  such  work  on  oar 
locfltlon  cnn  be  lield  to  be  work  leading  to  discovery  on  another." 

The  ultimate  discovery  work  on  each  claim  must  be  the  actual  dniiu- 
of  a  well.    The  sort  of  general  work  of  preparation  to  drill  on  a  group  *'- 
claims  that  can  be  consideretl  as  diligent  work  leading  to  discovery  on  a_ 
is  necessarily  very  limited.    To  quote  again  from  the  opinion  of  Judge  Bean  u 
the  Thirty-two  Oil  Case  (242  Fed.,  730,  736)  :  .     ^  .      /  „  *^ 

"  I  have  no  doubt  that  work  could  have  been  In  progress  at  the  date  of  ^- 
drawal  on  one  of  a  group  of  locations,  or  even  extra  territorially  to  any  of  toe^ 
which  could  properlv  be  held  to  be  work  leading  to  discovery  on  all.  ^^T'  ;.. 
the  building  of  roads,  laying  of  water  lines,  establishing  camps.  assemnLJ- 
material  and  equipment,  and  the  like,  if  such  work  directly  tended  to  J- 
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Fed.,  996).  But  such  Is  not  the  case  in  hand.  Here  the  preliminary  work  had 
been  done  almost  a  year  before  the  withdrawal  and  was  necessary  and  proper 
for  the  development  of  the  northwest  quarter,  and  had  been  and  was  being  so 
used.  All  the  work  being  done  at  the  time  of  the  withdrawal  or  immediately 
contemplated  was  on  that  quarter.  The  work  on  the  remaining  parts  of  the 
section  was  suspended  to  await  results.  If  it  was  the  original  purpose  to  de- 
velop the  several  locations  as  a  unit  it  was  not  carried  out,  nor  was  the  failure 
to  proceed  with  the  work  of  discovery  on  the  property  now  in  controversy  due 
to  the  lack  of  water  but  to  the  avowed  policy  of  the  claimant,  as  disclosed  by 
the  testimony  and  by  the  agreement  entered  into,  not  to  do  so  unless  the  result 
of  the  work  on  the  northwest  quarter  proved  the  oil-bearing  quality  of  the 
district.  Mr.  KInzie,  the  superintendent  of  the  properties,  testified  that  he  had 
no  instructions  to  begin  drilling  on  the  northeast  quarter  until  the  fall  of  1909, 
nnd  that  It  was  not  the  policy  of  his  company  to  do  so  until  the  other  well  was 
brought  In,  and  this  purpose  is  evidenced  by  the  written  contract  with  McLeod, 
made  in  May,  1909." 

It  is  said  that  successive  and  contingent  discovery  work  on  each  claim  of  a 
in*oup  is  the  more  economical  method.  This  is  true — from  the  standpoint  of  the 
large  operator.  But  the  policy  of  the  mining  law  is  not  to  save  the  money  of 
operators,  large  or  small.  It  declares  all  petroleum  denosits  in  the  public  lands 
•*  to  be  free  and  open  to  exploration."  It  requires  a  discovery  on  each  quarter 
section.  And  it  rewards  only  such  prospectors  who  diligently — that  is,  continu- 
ously, not  contingently — work  for  such  discovery  "with  the  expenditure  of 
whatever  money  may  be  necessary  to  the  end  in  view." 

VII. 

THE   HONOLULU   CASE. 

The*  Honolulu  group  consisted  originally  of  nine  sections,  numbered  2,  4,  6, 
8,  10,  12,  14,  24,  and  26  in  township  H2  south,  rancre  24  east.  In  Kern  County, 
Cnl.  Section  10  and  the  southwest  of  2  were  privately  owned,  and  the  other  31 
quarter  sections  were  public  land.  The  company  was  organized  In  April,  1910, 
by  William  Matson  to  take  over  and  operate  these  and  other  lands  held  by  him. 

The  plan,  conceived  by  Matson  In  the  summer  of  1908,  was  to  secure  an  option 
with  the  right  to  drill  on  the  5  quarters  in  private  ownershin,  to  take  and 
hold  possession  of  the  31  Quarters  of  neighboring  public  land  without  discovery 
work  until  a  prospect  well  could  be  driven  on  the  private  land,  and  then,  If 
this  well  should  prove  successful,  to  develop  the  public  land  successively. 

The  option  for  the  private  land  was  secured  by  contract  dated  September  14, 
1908,  and  L.  A.  Crandall,  Matson*s  agent  set  about  securing  the  public  land 
by  means  of  paper 'locations.  One  group  of  10  persons  poste<l  and  recorded  pre- 
tended location  notices  on  27  quarter  sections.  These  all  made  quitclaim  deeds 
to  O.  O.  McReynolds,  and  thepe  lands  are  known  as  the  "McReynolds  lands.** 
Another  group  gave  powers  of  attorney  to  R.  M.  Howe,  who  made  similar 
locations  in  their  names  on  4  quarters.  Howe  quitclaimed  to  Edward  Fox, 
nnd  these  are  known  as  the  "Fox  lands.*'  Another  group  had  previously  made 
similar  locations  on  4  of  the  quarters  held  by  McReynolds  and  these  having  been 
quitclaimed  to  R.  W.  Skinner,  are  known  as  the  "  Skinner  lands." 

By  contracts  with  McReynolds,  Fox,  and  Skinner,  dnted  respectively  December 
28,  1908,  January  21,  and  March  1,  1909,  all  in  substantially  Identical  terms, 
these  31  quarter  sections  were  turned  over  to  Matson  upon  his  undertaking, 
as  follows : 

"The  second  party  fMatsonl,  In  consideration  of  said  grant  and  the  other 
undertakings  on  the  part  of  the  first  party  hereinafter  made  and  provided,  does 
hereby  agree  to  furnish  sufllcient  money  to  protect  said  mining  claims  and  each 
of  them  against  any  person  or  persons  claiming  title  thereto  adverse  to  the  title 
derived  through  said  mining  locations:  Provided,  That  it  shall  be  the  duty  of 
the  first  party  to  give  the  second  party  peaceable  possession  of  all  of  said  claims, 
and  thereafter  for  a  period  of  thirty  days  to  maintain  and  protect,  at  his  own 
expense,  such  possession  of  the  second  party,  and  for  that  purpose  to  furnish  and 
mnintain,  at  his  own  expense,  a  sufilclent  number  of  men  to  patrol  said  land 
during  said  period  and  guard  the  same  against  intrusion  by  trespassers  or 
adverse  locators. 

"The  second  party  further  agrees  to  commence  hauling  upon  each  of  said 
claims  the  material  required  for  the  construction  of  a  building  or  a  standard 
derrick  or  drilling  rig  at  as  early  a  date  as  practicable  and  within  thirty  days 
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from  thH  date  to  I'lnre  upon  endi  of  soiil  (.'lalniK  material  of  a  value  of  not  lt-^< 
than  one  hundred  dollars. 

**  The  second  party  further  acrrees  that  within  sixty  days  after  the  comply 
tlon  of  that  certain  well  which  the  second  party  and  certain  of  his  associates  are 
now  preparing  to  drill  upon  section  ten  (10),  township  thirty- two  (32)  soutli. 
ranpe  twenty-four  (24)  east,  M.  D.  B.  &  M.,  for  the  purpose  of  denionstnitin: 
whether  or  not  oil  exists  in  paying  quantities  in  the  vicinity  of  the  lands  herpin 
desorihed,  ami  provided  oil  Is  found  In  said  well  in  paying  quantities,  he  ^i!i 
commence  drilling  for  oil  upon  the  above-described  mining  claims  and  withia 
sixty  days  will  commence  drilling  at  least  one  well  upon  each  of  two  of  tb^ 
above-described  claims,  and  thereafter  diligently  prosecute  said  drilling  mC 
said  wells  are  completed,  and  followhig  roim»1etioii  of  said  wells  shall  diliirent'y 
and  continuously  prosecute  the  work  of  drilling  the  wells  upon  the  others  of 
said  mining  claims  until  at  least  one  well  is  completed  upon  each  of  said  claims." 

It  was  further  agreed  that  Matson  should  have  the  right  to  abandon  any 
quarter  section  at  any  time  without  forfeiting  any  other,  and  that  in  th;^  evnrr 
of  a  discovery  on  any  one  of  them  and  issuance  of  patent  therefor,  Mat.'^n  .<luui]<l 
receive  the  title  to  three-fourths  thereof  and  an  option  to  purchase  the  remainlDg 
one-fourth  at  $300  per  acre  or  to  take  a  lease  thereon  at  a  one-tenth  royalty. 

Thereupon  Matson  took  possession  of  the  31  quarter  sections  and,  in  corapli- 
ance  with  his  agreement,  erected  a  cabin  or  a  derrick  on  each  one,  this  work 
being  completed  in  March,  1909.  The  drilling  proceedetl  on  section  10,  the 
private  land,  until  a  discovery  of  oil  in  January,  1910.  The  well  was  "brouiiht 
in  "  February  1,  1910.  Meanwhile  possession  of  the  31  sections  of  public  laritl 
was  held  for  Matson  by  armed  guards  who  were  "  not  afraid  to  shoot,"  There- 
after, and  not  before,  drilling  was  begun  successively  on  those  claims,  the  first 
February  14,  1910 ;  the  second,  March  1,  1910,  and  so  on  to  the  31st,  which  wa> 
begun  March  7,  1911. 

The  companv  dispos«Ml  of  section  G  nnd  nl).Mncl<-r<e<I  section  24,  the  N.  i  :!'' 
SE.  i  of  2,  the  E.  1  of  12.  and  the  NW.  i  of  4.  This  left  17  quarter  seci\('vs, 
all  in  Naval  Reserve  No.  2,  and  on  these  there  are  producing  wells.  The  claius 
are  estimated  to  contain  over  70,000.000  barrels  of  extractable  oil.  The  <vm- 
pany  applied  for  patents  in  1015.  Adverse  rei)orts  were  made  by  special  ai??nt> 
of  the  General  Land  Office.  The  commissioner  ordered  a  hearing  before  the 
local  land  office  on  the  charge  that  the  locators  on  the  4  quarters  of  section  G 
were  dummies.  A  hearing  was  had  and  the  local  land  officers  decideil  that 
they  were  dummies.  The  company  appealed  to  the  commissioner,  before  whoa 
the  case  is  now  pending. 

The  commissioner  clear  listed  13  of  the  claims  for  patent,  acting  on  wh^t 
appears  to  have  been  an  incomplete  record.  The  original  scheme  and  th^ 
manner  in  which  it  had  been  carried  out  were  not  then  brought  to  his  at- 
tention ;  but  he  had  before  him  affidavits  on  behalf  of  the  company  represent- 
ing, with  reference  to  the  work  on  each  and  all  of  the  claims,  the  followin;:: 

"  This  development  was  entered  into  after  determining  the  bona  fide  chanuter 
of  the  locations.  The  land  was  entered  upon  in  good  faith  and  peaceable,  law- 
ful, and  undisturbed  occupation  of  the  land  made,  and  we  have  been  c^intiM- 
ously  in  such  peaceable,  lawful,  and  undisturbed  occupation  and  possession  <'i 
the  claims  referre<l  to  for  over  six  years  last  past,  claiming  the  same  and  durin: 
all  of  this  time  working  continuously  and  diligently,  doing  such  work  as  vriv; 
necessary  and  leading  to  the  discovery  of  oil  or  gas  on  each  of  the  claims." 

The  commissioner's  decision  was  founded  upon  the  so-called  **  group- develof- 
ment  theory "  of  discovery  work.  Applying  this  theory  he  found,  upon  ti^ 
ex  parte  showing  made,  that  the  claimant  was  in  diligent  prosecution  of  worS 
leading  to  discovery  on  all  the  claims  at  and  after  Seoteml^er  27,  1909.  tfo 
date  of  the  withdrawal  onler.  At  the  instance  of  the  Secretary  of  the  Navy- 
the  Attorney  General  looked  Into  the  commissioner's  decision  and  the  re^-o^ 
on  which  he  acted,  and  concluded  that  the  showing  was  too  general  and  meas^r 
to  Justify  a  finding  of  diligence  in  the  prosecution  of  di.scovery  work  as  to  n:^ 
of  the  claims  at  the  date  of  the  withdrawal.  After  some  correspondence,  tfee 
Secretary  of  the  Interior  on  January  28,  1917,  set  aside  the  clear-listinj*  on\^' 
and  directed  "  that  the  entire  matter  be  reopened  for  further  consideration  « 
the  law  and  the  facts,  including  the  consideration  of  any  new  testimony  thif 
may  be  presented." 

Thereupon  the  matter  was  thoroughly  Investigated,  with  the  result  that  tb.' 
facts  above  stated  were  disclosed.  Upon  these  facts  a  protest  was  file<l  in  t^;* 
General  Land  Office  in  behalf  of  the  Navy  Department  on  October  19.  191'; 
and   thereon  the  commissioner  ordered   a   hearing  before  the  register  aB»^ 
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receiver  of  the  local  land  office  December  10,  1917.  Meanwhile,  the  Govern- 
ment brought  suit  for  the  protection  of  the  property  pending  a  determination 
of  the  title  by  the  Land  Department  and  for  such  relief  thereafter  by  way  of 
accounting,  Injunction,  etc.,  as  only  a  court  of  equity  is  competent  to  afford. 
As  soon  as  a  judge  could  be  assigned  to  the  case  a  motion  for  a  receiver  was 
made,  which  was  heard  at  Los  Angeles  in  December,  1917.  Arguments  were 
submitted  at  San  Francisco  on  February  4-5,  1918,  and  the  case  is  now  under 
advisement  It  would  hardly  be  proper  at  this  time  to  attempt  to  forecast  the 
decision. 

VIII. 

FBAX7DXJLENT  LOCATIONS. 

In  a  great  majority  of  the  cases  it  is  charged,  upon  investigations  made  by 
Government  agents,  that  the  persons  in  whose  names  the  locations  have  been 
made  were  "dummies" — ^that  is,  pretended  locators,  whose  names  were  used 
to  enable  some  operator  to  take  and  hold  more  laud  than  is  allowed  by  law  to 
one  person. 

This  is  a  fraud  ui>on  the  Government  and  such  locations  are  void.  The  law 
and  the  authorities  applying  it  are  stated  by  Judge  Bean  In  United  States  v, 
Brookshire  Oil  Go.  (242  Fed.,  718,  721),  as  follows: 

"It  is  manifest  that  Burge  could  acquire  no  right  in  mineral  lands  as 
against  the  Government  by  such  subterfuge,  and  since  the  Brookshire  Company 
was  in  possession  and  claiming  under  him,  and  as  his  representative  or  agent, 
it  necessarily  follows  that  its  interest  was  no  greater  than  his.  It  is  true 
there  is  no  limitation  as  to  the  number  of  mining  claims  an  individual  or 
4issoclation  of  individuals  may  locate,  but  it  is  provided  that  no  claim  shall 
exceed  20  acres  for  each  individual  (section  2331,  R.  S.  [Comp.  St.,  1916, 
S  4630])  or  160  acres  for  any  association.  Section  2330,  R.  S.  (Comp.  St., 
1916,  §  4629).  This  is  a  direct  and  positive  limitation  of  the  amount  of  min- 
ing ground  any  one  claimant  may  appropriate  individually  or  as  a  member 
of  an  association  in  any  one  claim,  and  he  can  not  evade  the  law  by  the  use 
of  the  names  of  his  friends,  relatives,  or  employees.  Any  device  whereby  one 
Iierson  is  to  acquire  more  than  20,  or  an  association  more  than  160,  acres  in 
£irea,  by  one  discovery,  constitutes  a  fraud  upon  the  Government  and  is  without 
legal  support  and  void.  (Cook  v,  Klouos,  164  Fed.,  529;  90  C.  C.  A.,  403. 
Is'ome  &  Sinook  v.  Snyder,  187  Fed.,  385 ;  109  C.  C.  A.,  217.  Gird  v.  Cal.  Oil 
Co.  (C.  C),  60  Fed.,  531.  Hull  i;.  McKiunou,  193  Fed.,  572;  113  C.  C.  A.,  440. 
Duffield  v.  S.  F.  Chemical  O).,  205  Fed.,  480;  123  C.  C.  A.,  548.) 

See  also  United  States  v.  Thirty-two  Oil  Co.,  242  Fed.,  730,  731-733. 

Another  instance  of  fraudulent  locations  is  where  an  association  of  eight 
or  more  persons  plaster  large  areas  with  paper  locations,  without  any  inten- 
tion to  prosecute  discovery  work  themselves,  but  with  the  hope,  if  not  under 
an  agreement,  to  dispose  of  the  claims  to  some  large  operator  by  lease  or 
assignment. 

The  practice  of  one  person  borrowing  the  names  of  seven  friends  or  employees 
In  order  to  secure  for  himself  eight  times  the  amount  of  land  allowed  by  the 
law  is  no  more  reprehensible  than  the  practice  of  eight  persons  using  their  own 
names  In  order  to  secure  for  themselves  an  equal  area  for  the  purpose  of  spec- 
ulation. Equally  in  both  cases  the  honest  intention  on  the  part  of  the  pretended 
locators  to  prosecute  discovery  work  is  absent,  and  the  same  iniquitous  result 
follows,  namely,  the  exclusion  from  the  public  domain  of  prospectors  who  de- 
sire in  good  faith  to  comply  with  the  law. 

There  is  no  real  and  substantial  difference  between  dummies  in  the  strict 
sense  and  this  class  of  speculators.  The  dummy,  through  friendship  or  for  a 
consideration,  lends  his  name  for  the  benefit  of  the  operator  who  otherwise 
could  not  secure  so  much  land.  The  speculator,  for  a  consideration  always, 
does  substantially  the  same  thing.  The  consideration,  it  Is  true,  may  be 
contingent;  it  may  even  be  a  part  of  the  land  or  a  royaly  interest;  but  the 
purpose  and  the  result  Is  no  different.  Having  no  intention  to  comply  with  the 
law — ^which  requires  as  a  condition  of  its  bounty  that  he  shall  diligently  prose- 
cute discovery  work— but  intending  to  circumvent  the  law,  the  law  gives  him 
nothing  and  he  has  nothing  to  lease  or  to  convey. 

It  is  difficult  to  see  any  difference  in  the  situation  of  the  operator  who  goes 
upon  the  public  land  with  the  names  of  seven  dummies  to  take  eight  times 
what  the  law  offers  and  that  of  the  one  who  goes  out  and  buys  or  leases  a 
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similar  area  from  eight  persons  who  have  no  rights  under  the  law.  In  tbeoGc 
case  the  pretended  locators  are  dummies  by  prearrangement,  in  the  otto 
they  become  such  as  soon  as  the  opportunity  occurs.  It  is  of  no  conseqneoa 
so  far  as  the  result  is  concerned,  whether  the  paper  locations  are  made  befoR 
or  after  the  deal  with  the  operator.  "  Any  device  whereby  one  person  is  to  it 
quire  more  than  20  acres  in  area,  by  one  discovery,  constitutes  a  fraud  apn 
the  Government  and  is  without  legal  support  and  void'*  (242  Fed.,  721). 

Mr.  Kearful.  Much  was  made  of  the  fact  that  there  was  a  delaj 
on  the  part  of  the  Government  in  instituting  these  suits,  implyin? 
that  the  operators  were  permitted  to  proceed  with  an  implicit  under- 
standing that  they  would  not  be  interfered  with.  That  is  altogether 
incorrect.  Early  in  1913,  January  and  February,  1913,  four  suits 
were  brought,  three  in  California  and  one  in  Wyoming,  for  the  pur- 
pose of  testing  the  validity  of  the  withdrawal  order  of  September, 
1909.  The  lower  courts  both  in  Wyoming  and  California  held  that 
the  withdrawal  order  was  invalid,  and  nothing,  of  course,  could  he 
done  until  those  decisions  were  overturned  by  the  Supreme  Court. 
which  did  not  occur  until  January  23,  1915.  Immediately  upr 
that  decision  the  Secretary  of  the  Interior  and  the  Secretary  of  the 
Navy  applied  to  Congress  for  an  appropriation  for  the  purpose  of 
makmg  investigations  and  protecting  the  properties  of  the  United 
States  under  that  decision,  and  as  soon  as  practicable  and  with  all 
possible  expedition  the  suits  were  begun  after  investigation  made  by 
the  agents  of  the  General  Land  Office. 

The  point  was  made  by  Mr.  Gillett  that  instructions  were  given  ]'l 
a  representative  of  the  Department  of  Justice  to  one  of  the  specii 
agents  of  the  General  Land  Office  to  confine  his  activities  for  the  time 
being  to  cases  in  which  there  were  producing  wells.  I  am  unable  to 
ascertain  the  exact  facts  about  that,  but  I  understand  that  such  an 
instruction  was  entirely  proper  at  that  time,  if,  in  fact,  it  was  given. 
because  it  was  only  in  the  case  of  producing  wells  that  there  would 
be  any  necessity  for  immediate  action  for  the  purpose  of  protectin/r 
the  properties.  It  is  only  in  the  case  of  a  producing  well  that  the 
Government  would  have  any  standing  before  the  courts  to  ask  for 
the  appointment  of  a  receiver.  In  fact,  in  one  case  where  there  T?fa« 
no  producing  well — it  turned  out  that  there  was  no  producing  well- 
thc  receiver  was  denied  on  that  ground,  and  properly  so.  There  va? 
no  necessity  for  taking  that  extraordinary  action  for  the  protection 
of  the  property. 

In  every  hearing  that  has  been  had  the  case  of  the  Obispo  Oil  0"- 
has  been  put  forward  prominently.  That  is  better  Imown  as  the 
case  of  the  United  States  versus  McCutcheon,  as  it  is  reported  in  fh? 
Federal  Reporter.  That  is  the  case  about  which  Gov.  Thome  ana 
his  attorney  testified  before  the  committee.  I  was  amazed  the  oth?r 
day  to  find  that  the  impression  existed  in  the  mind  of  the  chairman 
of  this  committee  that  in  this  case  a  discovery  had  been  made  before 
the  withdrawal  order  of  September,  1909.  That  is  altogether  inctf  j 
rect.  No  discovery  had  been  made  and  no  discovery  is  claimed  ^ 
the  sense  of  a  discovery  of  gas  or  oil  under  the  rulings  of  the  courts 
and  the  Interior  Department.  After  an  adverse  decision  had  been 
made  in  this  case,  as  an  afterthought,  there  was  a  claim  that  ther* 
had  been  a  discovery  of  gas,  but  the  matter  was  not  of  any  real  cov 
sequence.  There  was  only  what  might  be  termed  a  smell  of  gas,  anu 
there  was  doubt  about  that  upon  the  testimony. 
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Upon  the  real  facts  of  the  case  the  Government  alleged  that  there 
was  a  dummy  location  and  that  there  was  not  diligent  prosecution  of 
work  leading  to  discovery  at  the  time  of  the  withdrawal  order.  The 
charge  of  dummy  location  was  justified  by  the  facts  in  a  measure, 
in  that  there  were  different  groups  of  locators,  and  the  parties  claimed 
from  different  sources  of  title.  One  of  those  groups  of  locators  were 
in  fact  dummies,  but  the  matter  became  immaterial  before  the  court, 
because  the  parties  had  the  ri^ht  to  claim  under  another  group  who 
were  not  dummies.  That  having  gone  out  of  the  case  in  that  way. 
the  question  was  then  whether  there  was  diligent  prosecution  of 
work  at  the  time  of  the  withdrawal  order,  there  having  been  no  dis- 
covery before  that  time.  The  facts  were  that  $20,000  was  shown  to 
have  been  expended  in  the  drilling  of  two  wells,  in  neither  of  which 
there  had  been  discovery,  and  which  had  been  abandoned  in  the 
summer  of  1909,  before  the  withdrawal  order.  I  say  abandoned,  be- 
cause aft«r  they  were  left  no  further  work  and  no  further  prepara- 
tions for  work  were  made  until  in  January  or  February  after  the 
withdrawal  order,  when  another  company  with  which  arrangements 
were  made  by  the  Obispo  people  took  up  the  matter  and  investigated 
these  two  holes  that  had  oeen  put  down,  found  that  it  was  imprac- 
ticable to  continue  work  in  those  places,  and  in  another  place  sunk 
an  entirely  new  and  different  well.  And  the  court  took  the  view — 
and  the  Interior  Department  took  the  view — ^that  the  discovery 
which  was  subsequently  made  had  for  its  basis  the  prosecution  of 
work  begun  at  that  time,  in  January  or  February,  1910. 

Now,  I  am  not  prepared  to  say  that  there  is  not  a  good  deal  of 
merit  in  the  claim  of  Gov.  Thome  and  his  attorney  that  in  this  case 
the  decision  of  the  Interior  Department  and  of  the  court  worked  a 
hardship.  I  don't  believe  that  any  rule  of  law  can  be  formulated 
by  any  legislative  body  under  which  there  will  not  be  hardships  in 
particular  cases,  but  the  court  can  not  undertake  to  rewrite  the  law 
for  each  particular  case,  and  the  law  was  that  unless  the  claimant 
was  in  the  diligent  prosecution  of  work  leading  to  discovery  at  the 
time  of  the  withdrawal  he  had  no  rights  which  would  be  protected 
under  the  law.  I  do  not  undertake  to  say  that  that  docs  not  present 
a  case  which  would  appeal  to  the  indulgence,  to  the  generosity,  of 
any  legislative  body,  it  appeals  to  the  sympathy  of  the  Depart- 
ment of  Justice.  It  appealed  to  the  sympathy  of  the  court  who  found 
himself  compelled  to  write  the  decision  that  he  did,  and  he  expressed 
sympathy  in  the  matter  strongly.  If  that  were  the  kind  of  case  that 
was  before  this  committee  or  before  Congress,  if  those  were  the 
kind  of  cases  as  illustrated  by  the  McCutcheon  case,  I  would  have 
no  hesitancy  in  saying  th.^t  the  relief  which  is  asked  should  be  granted 
to  all  of  tlie  claimants.  I  would  have  no  hesitancy  in  saying  that 
the  Department  of  Justice,  as  the  case  now  stands  on  appeal,  would 
be  willing  to  make  a  fair  and  favorable  compromise  of  that  case.  It 
is  not  at  all  certain  that  the  Court  of  Appeals  or  the  Supreme  Court 
would  sustain  the  decision.  I  think  that  the  decision  is  right,  but  I 
say  it  is  not  at  all  certain  that  it  would  be  sustained,  and  because  it  is 
of  that  doubtful  character  the  Department  of  Justice  would  entertain 
a  fair  proposition  of  compromise. 

Upon  every  occasion  also  the  activities  of  the  Department  of 
Justice  in  the  Honolulu  case  have  been  held  up  before  the  various 
committees  and  before  Congress  as  a  horrible  example  of  oppressive 
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action,  the  crowning  infamy  of  the  Department  of  Justice.  It  wa5 
assumed  here  that  the  lands  which  are  marked  in  green  on  the  mi: 
that  was  formerly  here,  and  clear  listed  by  the  Commissioner  of  tb 
General  Land  Office,  were  without  doubt  such  as  to  be  proper  found? 
tion  for  patents.  It  seemed  to  be  assumed  that  the  clear-listing  ord:: 
was  in  force  and  patents  would  issue  as  a  matter  of  course.  That 
is  not  the  fact  at  all.  The  clear-listing  order  was  made,  it  is  tnt 
upon  an  incomplete  record,  upon  what  appears  to  me  to  be  false  te^ti 
mony,  and  in  the  absence  of  material  facts  which  were  at  that  tkr 
suppressed.  The  Secretary  of  the  Interior  at  the  instance  of  thf 
Attorney  General  and  the  Secretary  of  the  Navy,  understanding  ai 
they  did,  upon  investigation  of  the  meager  record  which  was  beiore 
them,  that  there  had  been  a  misapprehension  on  the  part  of  the  con:- 
missioner,  insisted  that  a  hearing  should  be  ordered  before  the  regis- 
ter and  receiver  of  the  local  land  office,  as  is  the  practice  in  casi?? 
where  a  prima  facie  case  of  invalidity  is  made  out,  so  that  the  fact- 
could  be  ascertained  and  so  that  the  rules  of  law  as  to  successive  d^ 
velopment  of  a  group  of  claims  miffht  be  properly  applied  upon  3 
full  and  complete  statement  of  the  facts.  That  was  resisted  by  tht 
Interior  Department,  but  finally  the  Secretary  of  the  Interior  madf 
an  order,  in  January  of  last  year,  setting  aside  the  clear-listing  order 
and  directing  that  the  whole  matter  be  reopened  for  further  consid- 
eration of  the  law  and  facts,  including  any  new  testimony  that  might 
be  presented.  Subsequently  the  case  was  thoroughly  investigated  by 
an  Assistant  Attorney  General  of  the  Department  of  Justice,  an^i 
new  facts  were  brought  to  light.  Tlien  for  the  first  time  the  Depart- 
ment of  Justice  learned  that  there  had  been  a  controversy  betwa^r 
the  agents,  who  had  carried  out  the  scheme  that  is  charged,  and 
Capt.  Matson,  who  conceived  and  projected  the  scheme,  in  which  con- 
troversy the  whole  matter  was  fully  aired. 

It  is  regretable  that  the  bill  of  complaint  containinsr  the  charge? 
of  fraud  was  not  filed  until  after  the  death  of  Capt.  Matson,  and  I 
um  sorry  that  Mr.  Raker  seemed  to  think  that  there  was  some  im- 
portance to  be  attached  to  thnt. 

The  Chairman.  Is  it  alleged  that  there  was  some  collusion  or 
wrong  doing  on  the  part  of  some  Government  representative  wit!^ 
Capt.  Matson  and  the  Honolulu  company? 

Mr.  Kearful.  No  ;  there  is  not. 

The  Chairman.  I  thought  your  statement  almost  bore  that  infer 
ence.    What  was  that  ? 

Mr.  Kearful.  I  will  come  to  that  in  a  moment. 

I  am  personally  entirely  responsible  for  the  filing  of  that  bill  «i 
complaint  containing  those  charges,  and  I  speak  from  personal  kno^I 
edge  of  the  facts  in  regard  to  it.  There  was  more  than  one  repret- 
table  thing  in  my  way  in  taking  that  proceeding  besides  the  death  of 
Capt.  Matson.  One  of  my  closest  friends  is  attorney  for  the  Honohilu 
Consolidated  Oil  Co.  But  as  I  stated  to  him — and  I  want  to  state  tr- 
the  committee — ^whether  a  man  is  dead  or  alive,  whether  he  is  f rien^l 
or  foe,  so  far  as  the  performance  of  my  official  duties  are  concern^!' 
the  man  is  nothing  more  to  me  than  an  abstraction. 

I  have  set  out  in  the  memorandum  a  fairly  complete  statement/- 
the  facts  of  the  Honolulu  case,  I  will  only  say  now  that  it  in- 
volved a  scheme,  conceived  by  Capt.  Matson  in  the  summer  of  1908.  t^ 
acquire  possession  and  to  hold  without  prosecution  of  discovery  work 
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31  (quarter  sections  of  public  lands  in  connection  with  5  other  quarter 
sections  of  privately  owned  land,  until  by  the  drilling  of  a  prospect 
well  on  privately  owned  land  it  could  be  demonstrated  or  indi- 
cated whether  the  region  was  oil  bearing  in  character.  To  carry  out 
that  scheme  he  entered  into  an  option  contract  with  the  owner  of  the 
privately  owned  land,  which  you  will  see  marked  on  the  map  there  in 
blue — section  10  and  the  southwest  quarter  of  section  2 — under  which 
contract  he  had  the  right  to  drill  a  prospect  well  on  that  land,  and  if 
he  discovered  oil  in  paying  quantities  he  was  to  have  80  acres  of  the 
800  acres  and  the  option  to  purchase  the  remainder  for  $300,000.  In 
connection  with  that  contract,  he  made  an  arrangement  with  L.  A. 
Crandall  by  which  Crandall  was  to  secure  all  of  the  available  land  in 
the  surrounding  territory  to  the  extent  of  31  quarter  sections,  and  to 
hold  it  by  force  of  arms  until  it  could  be  demonstrated  whether  there 
was  oil  in  that  region ;  and  if  so,  then  to  proceed  to  operate  succes- 
sively upon  those  claims. 

The  pretended  locations  were  made  thereafter  on  those  various 
quarter  sections,  one  set  of  locators  locating  27  quarter  sections.  They 
are  marked  on  this  map  as  the  McReynolds  locations.  The  locators 
made  quitclaim  deeds  to  McReynolds,  and  he  made  the  contract  with 
Crandall,  and  Crandall  assigned  it  to  Matson.  The  locations  were 
made  in  October  and  Novemljer,  1908.  The  contract  was  made  in 
December,  1908. 

On  one  section,  section  6,  marked  on  the  map  as  the  Fox  land,  there 
was  another  set  of  locators  who  quitclaimed  to  Fox,  and  the  same 
kind  of  contract  was  made  with  Fox  by  Crandall.  It  turned  out 
afterwards  that  Skinner  had  also  quitclaim  deeds  from  locators  on 
section  24,  and  an  arrangement  was  made  whereby  McReynolds 
would  release  to  Skinner,  and  a  third  contract  was  made  with  Skin- 
ner, and  those  are  known  as  the  Skinner  lands,  section  24,  four  claims 
of  160  acres  each. 

The  entire  amount  of  public  land  was  31  quarter  sections. 

The  contract  that  was  made  with  McReynolds,  Fox,  and  Skinner 
shows  on  its  face  that  the  intention  was  not  to  drill  upon  any  of 
these  quarter  sections  until  it  had  been  demonstrated — until  there 
might  be  demonstration  as  to  the  oil-bearing  character  of  the  coun- 
try by  the  prospect  well  on  section  10,  which  was  then  in  prepara- 
tion. An  extract  from  that  contract  is  set  out  in  the  memorandum. 
In  order  that  it  may  be  clearly  brought  to  the  committee  in  this 
connection  I  will  read  a  part  of  it.  In  the  first  place  McReynolds, 
who  was  holding  27  quarter  sections  under  paper  locations,  recited  in 
this  contract  as  the  first  party :  "  The  first  party  is  without  funds 
with  which  to  develop  said  property,  and  is  willing  to  grant  the 
second  party  a  divided  three-fourths  interest  in  and  to  each  of  the 
above-described  mining  claims,  in  consideration  that  the  second  party 
carry  on  and  execute  certain  work  and  operations  for  the  purpose 
of  developing  and  protecting  said  property,  and  paying  all  expenses 
necessary  to  be  incurred  in  ootaining  patents  to  said  land. 

The  second  party  in  consideration  of  said  grant  and  the  other  undertakings 
on  the  part  of  the  first  party,  hereinafter  made  and  provided,  does  hereby  agree 
to  furnish  sufficient  money  to  protect  said  mining  claims,  and  each  of  them, 
against  any  person  or  persons  claiming  title  thereto  adverse  to  the  title  derived 
through  said  mining  locations:  Provided,  That  it  shall  be  the  duty  of  the  flrat 
party  to  give  the  second  party  peaceable  possession  of  all  of  said  claims,  and 
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thereafter  for  a  period  of  90  days  to  maintain  and  protect  at  his  own  expense 
such  possession  of  the  second  party,  and  for  that  purpose  to  furnish  and  mais- 
tain  at  his  own  expense  a  sufficient  number  of  men  to  patrol  said  land  durmg 
said  period,  and  guard  the  same  against  intrusion  by  trespassers  or  adrerse 
locators.  The  second  party  agrees  to  commence  hauling  upon  each  of  said 
claims  the  material  required  for  the  construction  of  a  building  or  a  standard 
derrick  or  drilling  rig  at  as  early  a  date  as  practicable,  and  within  dO  dav? 
from  this  date  to  place  upon  each  of  said  claims  material  of  a  value  of  not  less 
than  $100. 

As  showing  the  intention  with  which  those  improvements  were  to 
be  made,  the  contract  continues: 

The  second  party  further  agrees  that  within  60  days  after  the  completion  of 
that  certain  well  which  the  second  party  and  certain  of  his  associates  are 
now  preparing  to  drill  upon  section  10,  township  32  south,  range  24  east,  Mount 
Diablo  base  and  meridian,  for  the  purpose  of  demonstrating  whether  or  not 
oil  exists  In  paying  quantities  In  th'j  vicinity  of  the  lands  herein  descrilted.  and 
provided  oil  is  found  in  said  well  In  paying  quantities  he  will  commence  drillinz 

for  oil  upon  the  above-described  mining  claims,  and  within  60  days  will  com- 
mence drilling  at  least  one  well  upon  each  of  two  of  the  above-described  clainn 
and  thereafter  diligently  prosecute  said  drilling  until  said  wells  are  com- 
pleted, and,  following  completion  of  said  wells,  shall  diligently  and  continuous)/ 
prosecute  the  work  of  drilling  the  wells  upon  the  others  of  said  mining  claims 
until  at  leai^t  one  well  Is  completed  upon  each  of  said  claims. 

Mr.  Diericx  in  his  testimony  the  other  day  denied  that  this  scheme 
was  conceived  by  Matson,  denied  that  it  was  intended  to  be  carried 
out  by  Crandall,  denied  that  Crandall  in  this  matter  was  acting  as 
the  agent  of  Matson,  and  claimed  that  Matson  acted  in  entire  ^ooi 
faith  and  had  no  knowledge  of  the  scheme  upon  which  these  locations 
and  contracts  were  made. 

I  have  here  an  affidavit  signed  and  sworn  to  by  William  Matson. 
over  his  own  signature — the  original  paper — in  which  he  gives  an 
account  of  the  transaction.  It  arose  in  a  transaction  in  which  Cran- 
dall claimed  that  Matson  had  not  treated  him  right ;  had  denied  him 
any  interest  in  the  proceeds  of  this  matter  after  it  turned  out  to  be 
a  success;  and  claimed  that  he  should  have  a  part  of  the  property. 
Matson  claimed  that  there  was  no  contract  between  them;  that  he 
should  have  anything  of  it ;  that  Crandall  was  merely  acting  as  his 
agent.    This  was  stated  and  sworn  to : 

Certain  lands  in  the  neighborhood  of  sections  10  and  2  were  located  by  M^ 
Reynolds  and  his  associates,  by  Howe  and  associates,  and  by  Skinner  and  lu« 
associates;  and  these  lands  have  been  referred  to  as  the  McReynolds,  Fox,  nml 
Skinner  lands.  The  term  "  Fox  lands  "  was  used  for  the  reason  that  Howe  aud 
associates  quitclaimed  the  same  to  Fox  for  the  purpose  of  handling  them  in 
the  Interests  of  the  locators,  and  he  accordingly  made  the  development  coo- 
tracts  covering  same  with  Crandall. 

When  Crandall  had  lntereste<l  Matson  In  the  development  of  sections  10  ar.'i 
2  and  31,  a  work  of  hazard  and  expenditure,  Matson  advised  Crandall  that  he 
wanted  the  benefit  of  his  risk  and  outlay,  if  any  benefit  should  result,  to  indwle 
the  neighboring  territory  which  has  been  mentioned  as  the  McReynolds,  Fox, 
and  Skinner  lands,  and  desired  an  option  for  himself  thereon.  Crandall  then 
and  there.  In  view  of  his  relations  with  Matson  in  respect  to  sections  10,  2.  a»! 
81,  proral8e<l  to  secure,  if  possible,  for  Matson,  without  any  interest  in  himsolf. 
options  on  these  neighboring  lands,  saying  that  he  would  leave  It  entirely  with 
Matson  if  Matson  should  at  any  time  see  fit  to  do  something  for  Crandall  ia 
respect  to  such  additional  lands  in  the  event  of  their  successful  development 

The  contract  which  was  made  for  the  development  of  section  10 
and  the  southwest  of  2,  privately  owned  land,  was  made  on  September 
14,  1908,  and  in  October  and  November  of  1908,  in  pursuance,  as  it 
must  be  presumed,  of  the  arrangement  which  Matson  swore  he  en- 
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tered  into  with  Crandall,  locations  were  made  by  10  persons  upon  27 
quarter  sections,  who  quitclaimed  to  McReynolds,  and  by  contract 
between  McReynolds  and  Crandall,  assigned  to  Matson,  the  scheme 
as  thus  conceived  by  Matson  was  carried  out,  or  attempted  to  be  car- 
ried out. 

As  bearing  upon  the  intention  of  Capt  Matson  in  this  matter,  there 
are  a  number  of  letters  attached  to  this  affidavit  in  which  he  makes 
some  very  illuminating  statements. 

On  December  8, 1908,  he  wrote  to  Crandall : 

I  am  glad  to  hear  that  you  have  a  prospect  of  getting  section  14  tied  up  under 
the  same  terms  as  section  31,  as  It  will  be  to  our  advantage  to  have  as  much  of 
the  surrounding  territory  as  we  possibly  can,  as  our  wells  on  section  10  and  2 
will  naturally  prove  whether  or  not  there  is  oil  in  this  country. 

On  December  17  Crandall  wrote  to  Matson,  first  referring  to  the 
fact  that  he  had  requested  abstracts  from  the  Bakersfield  Abstract 
Co.  to  sections  2,  4,  6,  8,  and  12  in  township  31-24 ;  those  are  some  ol 
the  same  sections  marked  on  the  map  which  are  embodied  in  these 
contracts.    He  says : 

I  will  also  have  the  names  and  addresses  of  all  the  parties  interested  who 
may  appear  of  record  as  far  as  it  Is  possible  to  obtain  the  same.  I  expect  to 
have  the  information  prior  to  the  return  here  of  Dr.  B'alrbanks  and  his  associ- 
ates from  Los  Angeles.  It  may  be  that  there  are  people  who  have  prior  and 
better  rights  than  those  with  whom  Fairbanks  is  dealing.  At  any  rate,  it  is 
necessary  to  know  how  the  record  stands  In  order  to  deal  intelligently  with  Fair- 
banks and  not  have  some. settlement  to  make  with  other  claimants  after  having 
compromised  with  him. 

Mr.  Diericx  stated  the  other  day  that  Fairbanks  had  an  option  on 
these  claims  with  the  locators,  which  it  was  necessary  to  nave  re- 
moved, and  that  in  order  to  satisfy  the  claim  of  Fairbanks  and  Kemp, 
his  partner,  a  contract  was  made  by  which  they  would  get  a  part  of 
the  land. 

There  is  attached  to  this  affidavit  of  Capt.  Matson  the  contract 
which  was  made  with  Fairbanks  and  Kemp,  and  that  contract  recites 
that  it  was  made  in  consideration  that  the  parties  of  the  second 

5 art — Fairbanks  and  Kemp — at  the  request  of  the  first  party — Cran- 
all  acting  for  Matson — ^"rendered  valuable  assistance  in  procuring 
said  agreement";  that  is,  the  agreement  between  Crandall  and  Mc- 
Reynolds. What  that  assistance  was  is  not  clear,  but  it  is  easy  to 
surmise;  it  is  easy  to  infer  in  view  of  the  scheme  as  it  was  originated 
and  attempted  to  be  carried  out.  Evidently  Crandall,  acting  through 
Fairbanks  and  Kemp,  procured  these  locations  to  be  made,  or  went 
out  and  found  them  on  the  ground  and  in  the  hands  of  parties  who 
had  no  intention  to  do  any  discovery  work.  The  fact  that  they  had 
no  intention  to  do  any  discovery  work  is  fully  evidenced  by  the  con- 
tracts which  they  made. 

On  January  11, 1909,  Matson  wrote  to  Crandall : 

Sections  12,  24,  and  26  we  will  hold  for  the  time  being  until  we  can  dispose 
of  them  to  advantage  to  some  one  who  will  put  up  the  money,  and  we  would 
still  retain  interest  in  them. 

On  February  17, 1909,  Matson  wrote  to  Crandall : 

I  received  your  letter  of  yesterday,  also  telephone  message,  and  am  glad  to 
hear  that  prospects  are  so  goo<l,  and  note  what  you  say  regarding  talcing  care 
of  sections  6,  8,  and  4.  Mr.  McMillan  will  be  there  before  this  letter  reaches 
you.  1  would  suggest,  after  he  has  made  his  report  to  me,  that  you  be  ready 
to  put  four  rigs  on  section  6,  four  on  section  4,  and  four  on  section  8,  if 
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necessary.  I  will  write  you  full  particulars  after  receiving  McMillan's  report. 
If  we  put  these  rigs  on  ready  to  go  to  work,  we  will  have  no  trouble  from  the 
jumpers. 

In  fact,  the  cabins  and  rigs  called  for  in  the  agreements  made 
with  McReynolds,  Fox,  and  Skinner  were  all  put  on  those  claims 
in  March,  1909.  Nothing  further  was  done  upon  those  claims  bv 
way  of  discovery  work  until  after  a  discovery  oi  oil  in  the  prospect  s 
well  on  section  10,  which  occurred  on  February  1, 1910. 

Mr.  SiNNOTT.  Is  this  all  newly  discovered  evidence  since  the  hear- 
ing before  the  Interior  Department? 

Mr.  Kearful.  All  newly  discovered  evidence,  so  far  as  the  De- 
partment of  Justice  is  concerned. 

Mr.  SiNNOTT.  It  was  not  presented  before  the  Interior  Depart- 
ment? 

•  

Mr.  Kearful.  It  was  in  the  Interior  Department.  It  was  not 
before  the  commissioner. 

Mr.  Lenroot.  As  to  discovery  as  well  as  these  other  facts?  You 
said  discovery  was  made. 

Mr.  Kearful.  Yes;  the  facts  in  relation  to  the  contracts  and  the 
plan  that  was  conceived  and  projected. 

Mr.  Elston.  The  facts  of  the  McReynolds  and  Fairbanks  loca- 
tions, etc.,  had  been  presented,  hadn't  they? 

Mr.  Kearful.  They  were  in  the  Interior  Department.  They  were 
not  before  the  commissioner  or  considered  in  connection  with  his 
decision. 

The  Chairman.  What  were  they  in?    The  special  agent's  report? 

Mr.  Kearful.  They  were  in  this  proceeding  which  I  have  here, 
the  protest  on  the  part  of  Crandall,  who  claimed  that  Matson  had 
not  complied  with  his  agreement  which  he  alleged  had  been  made, 
that  he  should  have  an  interest  in  those  lands.  There  for  the  first 
time  the  whole  matter  came  out. 

The  Chairman.  Are  these  facts  that  you  are  giving  us  now 
largely  based  on  the  information  you  gleaned  from  Crandall?  Is 
that  where  you  got  this  ? 

Mr.  Kearful.  It  is  based  largely  upon  the  information  given  by 
the  answer  and  affidavit  of  Matson  to  the  claim  and  application  made 
by  Crandall. 

The  Chairman.  What  I  am  trying  to  get  at  is,  where  did  the 
Department  of  Justice  get  these  field  facts?  You  do  not  have  in- 
spectors working  on  land  matters  from  your  department,  do  you  ? 

Mr.  Kearful.  No;  we  have  sometimes  assigned  to  us  inspectors 
from  the  Interior  Department. 

The  Chairman.  What  I  want  to  get  at  is  just  where  did  these  facts 
come  from?  What  source  did  they  come  irom?  These  newly  pre- 
sented facts  that  were  not  presented  to  the  commissioner? 

Mr.  Kearfui..  I  had  occasion  to  go  to  California  because  of  the 
illness  of  the  man  who  subsequently  died 

The  Chairman  (interposing).  Mr.  Justice? 

Mr.  Kearful.  Mr.  E.  J.  Justice.  That  was  last  summer,  and 
when  I  got  there  I  for  the  first  time  learned  of  this  proceeding  and 
made  an  investigation  of  the  facts. 

Mr.  Elston.  May  I  make  a  suggestion?  I  would  like  to  have, 
after  this  statement  is  made,  the  newly  developed  evidence  arising 
from  the  record  in  the  suit  between  Crandall  and  Matson,  an  abstract 
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or  statement  of  the  evidence  produced  before  the  Department  of  the 
Interior  from  which  a  clear  listing  was  made,  in  order  that  we  may 
know  intelligently  just  what  additional  matters  this  newly  discov- 
ered evidence,  so  called,  covers.  There  must  be  some  overlapping 
there. 

The  Chairman.  I  assume  we  would  have  to  get  that  from  the 
Interior  Department. 

Mr.  Elston.  I  think  Mr.  Kearful  has  it.  I  would  like  to  have  a 
statement  from  him  just  exactly  what  matters  of  fact  and  easily 
ascertained  inferences  there  were  which  could  be  followed  out  by  the 
evidence  in  hand  before  the  Interior  Department,  and  what  other 
matters  they  must  have  known  about  when  they  made  the  clear- 
listing  order,  and  in  what  respect  this  newly  discovered  evidence  is 
absolutely  new  and  could  not  have  been  even  inferred  from  what  was 
before  the  Interior  Department. 

Mr.  Kearful.  I  would  like  to  take  that  up  after  I  finish  with 
these  letters. 

On  February  24,  1909,  Matson  wrote  to  Crandall : 

We  wiU  try  to  hold  aU  our  land.  I  don't  know  what  the  Standard  means 
by  holding  so  many  rigs  there,  but  we  will  have  to  wait  developments,  and 
when  the  time  comes  we  will  put  rigs  t)n  4,  6,  8.  14,  and  24,  but  we  are  not 
ready  to  do  this  now,  as  it  will  cost  a  barrel  of  money. 

On  February  28,  1909,  Crandall  wrote  to  Matson : 

An  article  came  out  in  one  of  the  local  papers  last  week  in  which  the  as- 
sertion was  made  that  we  had  gotten  into  oil  sand  on  section  10  and  liad  a 
very  good  well.  The  result  was  that  iHH)ple  have  been  coming  into  the  hills 
and  looking  the  country  ovor  with  a  view  to  getting  hold  of  land.  Several 
parties  with  plenty  of  money  at  their  command  made  i)ropositions  to  Skinner 
to  take  24  off  his  hands,  together  with  the  land  on  which  lie  lias  developed 
water;  and  but  for  the  fact  that  I  had  already  secured  an  option  from  him 
and  had  put  building  material  on  section  24  in  the  interests  of  Mclleynolds, 
the  probabilities  are  that  he  would  have  close<l  with  someone  else. 

In  answer  to  that  letter  on  March  3,  1909,  Matson  wrote  to  Cran- 
dall: 

There  has  been  too  nnich  talk  about  our  proi)erty  there,  and  I  think  we  are 
going  to  have  trouble.  You  had  better  hire  a  man  by  the  montii,  give  him  a 
rifle  and  horse,  and  instruct  him  to  ride  over  our  property  and  drive  off  any- 
body who  goes  on  there.  Get  a  man  who  Is  not  afraid  to  shoot.  ♦  ♦  *  If 
one  of  the  jumpers  is  allowed  to  stay  on  the  land  we  will  have  trouble  in 
keeping  Jumpers  off  the  other  sections. 

On  March  6,  1909,  Matson  wrote  to  Crandall : 

I  am  glad  you  were  successful  in  removing  the  jumpers.  If  you  have  a  man 
ride  over  the  proi)erty  It  will  help  to  keep  off  any  more  jumpers.  Would  it 
be  practi(?al  to  order  the  lumber  for  the  rigs  without  ordering  the  rig  iron, 
a.s  it  runs  into  money,  and  I  don't  feel  we  should  spend  too  much  money  until 
we  are  sure  of  getting  oil  there. 

Mr.  Lenroot.  What  was  the  date  of  that? 

Mr.  Kearful.  March  6,  1909. 

On  March  9,  1909,  Crandall  wrote  to  Matson : 

I  have  got  one  of  the  locators  of  land  to  take  the  job  of  riding  the  line, 
because  the  person  interestefl  in  the  deal  and  acquainte<l  with  everyone  would 
have  more  influence  with  local  i)eoi)le  than  a  stranger,  and  local  people  are  the 
ones  who  do  the  claim  jumping  (after  interesting  outside  capital). 

On  March  9,  1909,  Matson  wrote  to  Crandall : 

Concerning  moving  jumpers  off  our  property,  we  have  just  a^  much  right 
to  move  them  two  miles  over  the  line  as  two  inches.     When  I  order  a  man 
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ofi\  I  want  him  ofT.     I  am  not  spending  money  to  allow  others  to  come  ii 
there,  if  I  can  help  it. 

The  facts  which  were  before  the  commissioner  are  stated  in  his 
clear-listing  decision,  which  along  with  correspondence  between  the 
Interior  Department  and  the  Department  of  Justice  was  published 
m  the  report  of  hearings  before  the  Committee  on  Naval  Affaire 
of  the  Senate. 

Mr.  Elston.  Was  there  any  contest  in  that  proceeding  for  clear 
listing? 

Mr.  Kearful.  Xo;  there  was  no  contest  in  that  proceeding.  Ad- 
verse reports  were  made  by  special  agents,  but  they  wera  overniled. 

This  is  a  hearing  before^  the  Committee  on  Naval  Affairs,  UnitO'i 
States  Senate,  Sixty-fourtli  Congress,  second  session,  beginning 
January  17,  1917. 

Mr.  Taylor.  Did  the  Interior  Department  officials  take  part  in 
that  hearing? 

Mr.  Kearful.  They  did.  After  the  clear-listing  order  had  been 
made  this  matter  of  the  protest  of  Crandall,  in  which  he  claimed  an 
interest  under  an  arrangement  with  Matson,  came  up,  and  it  wa? 
disposed  of  separately  and  apart  entirely  from  the  applications  for 
patents  which  had  been  made  by  the  Honolulu  Co.  And  in  dispct?- 
2ng  of  this  prolest  of  Crandall  it  was  held  that  if  he  had  any  rights 
under  any  arrangement  that  he  had  made  with  Matson,  it  was  a 
matter  to  be  settled  in  the  courts  and  that  in  no  event  could  he  W 
held  upon  the  facts  stated  to  have  an  interest  in  the  property,  b^ 
cause  it  appeared  that  the  Honolulu  Co.  did  not  claim,  in  its  daim 
of  title,  under  any  of  these  contracts,  and  particularly  the  contracts 
made  with  McReynolds.  In  the  decision  of  the  Secretary  of  the'  In- 
terior dated  December  6,  1916,  on  page  11,  it  is  said 

Mr.  Lenroot  (interposing).  Is  that  in  any  hearing? 

Mr.  Kearful.  It  is  not  in  any  hearing. 

The  Chair3ian.  Is  that  a  very  long  decision  ? 

Mr.  Kearful.  I  will  just  read  a  short  extract  from  it. 

Mr.  Lenroot.  Will  vou  state  what  it  is  first  ? 

Mr.  Kearful.  I  endeavored  to  do  so.  The  decision  was  upon  the 
protest  of  Crandall 

Mr.  Lenroot  (interposing).  Oh,  yes;  I  understand.  I  would  like 
to  have  that  go  in  the  record. 

The  Chairman.  In  its  entirety? 

Mr.  Lenroot.  I  think  so.  If  I  could  examine  it  first,  then  I  wil* 
make  the  request  later  on.  I  will  withdraw  the  request  for  th^ 
present. 

The  Chairman.  How  long  is  that? 

Mr.  Kearful.  Thirteen  pages. 

Mr.  Mays.  In  just  what  way  is  it  material? 

Mr.  Kearful.  Well,  will  the  committee  allow  me  to  proceed? 

The  Chairman.  Yes;  go  right  ahead. 

Mr.  Kearful.  It  was  held,  as  I  said,  that  in  any  event  if  Crandall 
had  an  interest  it  could  not  be  an  interest  in  the  applications  ma»l: 
by  the  Honolulu  Co.,  because  the  Honolulu  Co.  did  not  base  its  claini 
of  title  upon  the  contract  made  with  McReynolds.  It  is  said  on  page 
11  of  this  decision,  dated  December  G,  191G : 

It  Is  not  nnege<l  tliat  the  Honolulu  Consolidated  OH  Co.  relies  upon  or  mnk" 
title  to  or  ownership  of  the  claims  by  means  of  the  contract  and  Its  osslgnmeLt 
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It  obviously  does  not  and  cnn  not  depend  upon  such  agreement  ns  an  essential 
link  in  its  chain  of  title.  Tlie  commissioner  finds  tliat  the  full  record  title  to  tlie 
various  locations  derived  from  the  original  locators  is  sliown  to  be  in  the  com- 
pany.   Such  title  enabled  the  company  properly  to  apply  for  patent. 

The  commissioner's  clear-listing 

Mr.  Lenkoot  (interposing).  I  think  I  will  renew  that  request,  Mr. 
Chairman. 

The  Chairman.  Without  objection  it  will  be  incorporated  in  the 
record  at  this  point. 

The  paper  referred  to  follows : 

Department  of  the  /ntebtor, 

Washington,  December  6,  J 916, 

[L.  A.  Crandall,  v.  Honolalu  Consolidated  Oil  Co.  **  N  "— VIsalia,  M.  E.  03495, 
05124-5-C-7-8-9,  05130.  05132-3-4,  and  05252.  Protest  dismissed  without  right  of 
appeal.     Certiorari  denied.] 

APPLICATION  FOB  CEBTIOSABI. 

On  August  18,  1916,  L.  A.  Crandall  presented  his  petition  for  certiorari  herein, 
seeking  a  review  of  tlie  decision  of  the  Commissioner  of  the  General  Land  Office, 
dated  July  25,  1916,  wherein  his  protest  against  the  above-mentioned  mineral 
entries  was  dismis.sed  and  he  was  denied  the  right  of  appeal  on  the  ground  tliat 
he  was  a  protestant  without  interest. 

In  order  tliat  the  full  record  might  be  available  the  department  on  September 
20,  1916,  directed  the  commissioner  to  transmit  the  papers  and  files  involved, 
which  he  did  under  date  of  September  25,  1916.  It  is  made  to  appear  that  the 
Honolulu  Consolidated  Oil  Co.,  under  applications  theretofore  tiled,  made  the 
mineral  entries  involved,  on  April  30,  1915,  except  entry  05252,  which  was  made 
May  29,  1915.  These  entries  embrace  placer  oil  locations  covering  the  E.  i 
and  SW.  i,  sec.  4,  all  of  sec.  8,  W.  *,  sec.  12,  and  all  sec.  14,  T.  31  S.,  R.  24  E., 
M.  D.  M.,  Visalla,  land  district,  California. 

In  support  of  the  company's  right  to  patent,  evidence  was  submitted  showing 
that  at  tlie  dates  of  the  several  applications  the  full  record  ownership  of  and 
possessory  title  to  the  several  oil  claims  Involved  were  vested  in  tlie  Honolulu 
Consolidated  Oil  Company. 

Cranduirs  protest  was  served  on  the  company  on  May  22,  1916,  and  was  filed 
in  the  local  office  on  May  23,  1916.  The  Company's  answer  thereto  was  filed 
May  20,  1916,  but  was  not  serve<l  upon  Crandall.  The  commissioner's  decision 
of  .luly  25,  1916,  was  based  upon  the  contents  of  both  the  protest  and  answer. 
August  2,  1916,  counsel  for  Crandall  complained  that  the  company's  answer 
and  brief  had  not  been  served  and  asked  that  the  decision  of  the  commissioner 
be  vacated.  August  11,  1916,  the  commissioner  stated  that  his  decision  would 
not  at  that  time  be  vacated  or  modlfieil,  but  that  his  office  had  tlie  right  so 
to  do  at  any  time  before  patent,  if  evidence  justifying  such  action  was  fur- 
nislie<l.  The  company  was  ordereil  to  serve  a  copy  of  its  answer  upon  Cran- 
dall, which  it  did  on  August  14.  Thereupon,  Crandall  served  and,  on  August 
29,  filed  an  exhaustive  reply  and  rejoinder.  This  reply  has  not  been  considered 
by  the  commissioner,  it  having  been  file<l  subsequent  to  the  filing  of  the  pres- 
ent i)etition.  However,  as  Crandall's  application  for  certiorari  questions  the 
correctness  of  the  commissioner's  primary  holding  and  as  the  entire  record  is 
now  l»efore  the  department,  the  matter  will  be  retained  here  and  decided. 

Orandali's  protest,  briefly  and  in  substance,  avers  that  on  December  28, 
19()S,  he  entered  into  a  contract  with  one  O.  O.  McReynolds  covering  the  lands 
above  described.  This  contract  is  set  forth  at  length  as  an  exWblt  accompany- 
ing the  protest.  It  provide<l  that  Crandall  should  have  possession  of  the  laud 
and  at  his  own  expense  should  develop  the  ground  for  oil.  Vpon  the  dis- 
covery of  oil  he  was  to  pay  all  patent  expenditures,  but  McReynolds  was  to 
promptly  prosecute  applications  and  upon  issuance  of  receiver's  receipts  was 
to  convey  a  divided  three-fourths  of  each  claim  entere<l  to  Crandall.  Cran- 
dall had  the  right  at  any  time  to  abandon  the  entire  contract  and  withdraw 
therefrom  and  also  the  right  to  abandon  any  particular  claim  or  claims.  He 
was  also  given  the  refusal  of  a  purchase  or  lease  of  the  one-fourth  of  each 
claim  retained  by  McReynolds.     December  31,  1908,  Crandall  assigned  said 
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contract  to  William  Matson.     It  is  further  alleged  that  such  assignment  was 
made  upon  an  express  agreement,  as  follows: 

"(1)  That  if  Matson  should  sell  said  contract  or  rights  thereunder  he  would 
pay  to  Crandall  one-half  of  the  net  proceeds  of  such  sale;  (2)  that  If  Matson 
formed  a  corporation  to  work  the  property  the  same  should  be  conveyed  to  the 
corporation  in  consideration  for  the  whole  of  the  capital  stock,  one-quarter 
of  which  would  Ire  turned  over  to  Crandall.  and  (3)  that  In  the  event  of  the 
formation  of  a  corporation  Matson  agreed  to  loan  to  Crandall  sufficient  funds 
to  pay  any  assessments  that  might  be  levied  upon  the  latter's  stock  up  to  the 
time  of  the  completion  of  the  first  oil  well." 

The  protest  further  sets  forth  that  on  August  31,  1909,  Crandall  owned 
312i  shares  of  the  capital  stock  of  the  Hawaiian  Oil  Co.,  and  also  312^  shares 
of  the  capital  stock  of  tlie  Honolulu  Oil  Co.  theretofore  pledged  for  moneys 
borrowed  from  Matson ;  that  on  said  August  31,.  1909,  $1,000  more  was  bor- 
rowed and  Crandall  executed  and  delivered  the  following  writing: 

Know  all  men  by  these  presents: 

That  I,  L,  A.  Crandall,  of  the  city  of  l-ios  Angeles,  in  consideration  of  value 
receivetl  from  William  Matson,  of  the  city  and  county  of  San  Francisco,  the 
receipt  of  which  is  hereby  acknowledged,  do  hereby  grant,  bargain,  assign, 
transfer,  and  set  over  unto  William  Matson,  312i  shares  of  the  capital  stock 
of  The  Hawaiian  Oil  Co.,  same  being  all  my  interest  in  the  capital  stock  of 
said  company,  and  312^  shares  of  the  capital  stock  of  the  Honolulu  Oil  Co., 
same  being  all  of  ray  interest  in  the  capital  stock  of  said  company  and  all 
right,  title  or  interest  which  I  may  have,  if  any,  in  the  properties  enumerated 
below : 

1.  Property  known  as  McReynold's  Land,  described  In  a  certain  contract 
dated  December  the  28,  1908,  executed  by  McReynolds  and  others  to  me,  and 
by  me  transferred  to  William  Matson  under  date  of  December  the  31,  190S. 
«  «  *  V  «  *  # 

To  hnve  and  to  hold  same  unto  the  said  William  Matson,  and  his  heirs  and 
assigns  forever. 

In  witness  whereof  I  have  hereunto  set  my  hand,  this  31st  day  of  August, 
1909. 

L.  A.  CSANDAXL. 

While  said  Instrument  was  in  form  al)solute,  it  was  agi-eetl  and  understood 
that  the  property  described  therein  should  be  held  as  security  for  past  and 
future  loans.  Protestant  alle^res  tluit  on  .June  25.  1909,  the  Lakeview  Oil  Co.,  of 
Midway,  was  incorporated ;  that  about  February  8,  1910,  Matson  transferred 
and  assigned  the  said  stock  and  the  McReynolds  contract  to  the  last  above- 
mentioned  company,  which  took  with  full  notice  and  knowledge  of  CrandalFs  in- 
terests; that  about  April  30,  1910,  said  Lakeview  Oil  Co.,  of  Midway,  assigned 
and  transferred  the  stock  and  the  McReyenolds  agreement  to  the  Honolulu 
Consolidated  OH  ('o.,  organized  April  10,  1910,  and  that  said  company  took  with 
full  notice  of  Crandall's  rights;  that  about  March  20,  1914,  Crandall  tenderetl  to 
Matson  and  to  the  Honolulu  Consolidated  Oil  Co.  the  full  amount  of  all  In- 
debtedness then  due  and  offered  to  pay  the  same  upon  the  return  to  him  of 
the  aforesaid  shares  of  stock,  but  that  Matson  and  the  company  denied  that 
he  had  any  interest  in  the  stock  or  in  the  oil  property  mentioned,  and,  on  the 
contrary,  asserted  that  the  instrument  dated  August  31,  1909,  evidenced  an 
absolute  sale;  that  In  letters  and  connnunications  sent  by  Matson  to  Crandall 
the  former  acknowledged  that  Oandall  had  an  interest  with  him  in  said  real 
properties  described ;  that  between  November  9,  1908,  and  December.  1913.  the 
relation  between  the  parties  was  close  and  confidential ;  that  on  March  28,  1914, 
Crandall  sued  Matson  for  the  conversion  of  said  stock,  asking  damages  lu  the 
sum  of  .^400,000,  and  that  upon  a  trial  a  jury  awarded  Crandall  a  verdict  for 
H40.000;  that  Crandall  moved  for  a  new  trial,  which  was  granted,  and  that 
from  such  order  Matson  has  apr)ealed  to  the  Supreme  Court  of  the  State  of 
Oi^lifornla.  A  copy  of  the  transcript  of  the  record  on  said  appeal  is  filed  with 
rh«  nroiest. 

«5ranaall  further  alleges  that  neither  the  Lakeview  Oil  Co.  of  Midway  nor 
the  H(»nolulu  Consolidated  Oil  Co.  was  organized  in  accordance  with  the  special 
agi-eement  set  forth  and  that  at  no  time  was  there  issued  or  tendered  to  the 
protestant  any  part  of  the  capital  stock  of  either  of  said  companies.  Attached 
to  the  protest  are  abstracts  of  various  communications  between  the  parties 
which,  it  is  claimed,  show  that  Matson  acknowledged  that  the  protestant  had  an 
Interest  in  these  lands. 
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In  conclusion  CYandall  asks,  not  for  a  hearing,  but  that  patents  be  issued 
conveying  an  undivided  seveu-eightlis  of  the  properties  to  the  Honolulu  Consoli- 
dated Oil  Co.  and  an  undivided  one-eighth  thereof  to  Crandall. 

The  reply  of  the  protestant,  consisting  of  65  pages,  enlarges  upon  various 
details  and  asserts  that  at  the  time  of  the  assignment  of  the  McReynolds  con- 
tract there  was  a  special  oral  agreement  as  above  set  forth  between  Mason 
and  himself  imposing  the  same  terms  and  conditions  as  were  contained  In  two 
prior  written  agreements  in  which  other  lands  situated  In  the  same  neighbor- 
hood as  are  those  here  involved.  It  is  also  contended  that  the  bill  of  sale  of 
August  31,  1909,  was  executed  with  the  express  agreement  and  understanding 
that  it  was  in  fact  a  pledge  or  mortgage  of  the  properties  described. 

In  connection  with  the  npi)llcation  for  certiorari,  it  is  vigorously  contende<l 
tlijit  the  connnissioner  was  in  error  in  dismissing  the  protest  under  the  facts  and 
circimistances  alleged,  and.  furthermore,  that  it  was  error  to  deny  Crandall 
a  right  of  appeal  when  he  was  alleging  a  definite  claim  to  an<l  interest  in  the 
lands  entered,  under  oath  and  corroborate<l.  it  is  claimed,  by  correspondence 
submitted. 

It  is  believeil  that  the  solution  of  this  matter  lies  within  fairly  narrow  limits. 
With  resi)ect  to  the  said  right  of  appeal,  it  may  be  noted  that  the  protestant  is 
•♦claiming  an  interest  in  the  land  involved."  See  Rule  1  of  Practice.  He 
does  not  appear  before  the  Land  Department  as  an  informer  merely  or  purely 
as  a  friend  of  the  court,  but  he  asserts  a  claim  to  a  definite  interest  in  the 
entered  tracts.  The  allegations  of  the  protest  are  designed  to  set  forth  and 
establish  such  claim.  It  Is  an  attempt  to  show  the  holding  of  a  present  right 
and  interest  in  the  locations  which,  if  established,  would  be  such  as  to  entitle 
Crandall  to  have  his  name  appear  on  the  entry  certificates  and  patents.  The 
connnlssioner  held  the  protest  to  be  Insufficient  and  dismis.sed  it.  This,  how- 
ever, does  not  alter  the  status  of  the  protestants  as  a  claimed  co-owner.  It 
ml^'ht  well  be  that  under  a  good  and  sufficient  protest  the  protestant  would  be 
unnble  by  his  evidence  to  establish  before  the  Land  Department  that  he  was 
In  fact  a  co-owner,  and  an  adverse  decision  might  be  rendered  to  that  effect 
upon  the  merits,  but  in  such  case  the  right  of  appeal  by  the  protestant  from 
sucli  decision  would  certainly  exist.  The  situation  here  i)resented  Is  quite 
similar  to  thnt  n rising  where  a  prott^stant,  who  is  an  adverse  claimant,  has 
fallefl  to  file  his  adverse  claim.  "  *  •  •  The  allegation  of  adverse  owner- 
ship as  now  made  has  no  effect  other  than  to  give  the  protestants  a  status 
under  the  rules  of  practice  somewhat  different  from  that  of  a  protestant  who 
ji lieges  no  interest,  in  that  they  are  accorded  appeal  us  a  matter  of  right,  and 
such  allegation  will  only  be  consldere<l  by  the  department  as  an  inducement  to 
Mcconi  them  such  status  ♦  *  *."  Opie  t\  Auburn  Co.  (29  L.  D.,  230-231). 
See  also  the  case  of  Rupp  v.  Heirs  of  Healey  (38  L.  D.,  387-391.) 

It  would  accordingly  appear  that  Crandall,  by  reason  of  the  claim  set  up  in 
his  protest,  was  entitled  to  have  the  sufficiency  of  his  allegations  passed  upon 
by  this  department  In  due  course  upon  appeal  as  a  matter  of  right.  It  is  the 
opinion  of  the  department  that  he  was  a  protestant  alleging  such  an  Interest 
as  to  be  entitled  to  n  direct  appeal. 

On  tbe  question  of  the  sufficiency  of  the  protest  the  department  agrees  with 
the  conclusions  reached  by  the  connnlssioner.  The  McUeynolds  contract  was 
on  option  development  agreement  and  did  not  purport  to  or  In  fact  pass  to 
Crandall  any  present  ownership  of  or  legal  title  to  the  oil  claims  or  the  land. 
On  the  contrary  the  legal  title  and  ownership  of  the  locations  remained  in 
McReynolds,  who  was  to  make  application  for  patent,  and  upon  issuance  of 
receiver's  receipt  was  to  convey  three-fourths  of  each  claim  to  Crandall.  By 
assignment  tbe  agreement  in  toto  was  transferred  by  Crandall  to  Matson,  who 
assigned  to  the  Lakevlew  Oil  Co.,  of  Midway,  which  corporation  assigned 
lo  the  Honolulu  Consolidated  Oil'  Co. 

The  oral  agreement  alleged  in  connection  with  the  first  assignment  provided 
that  Crandall  should  have  one-half  of  the  net  proceeds  in  case  of  a  sale,  or  in 
the  event  a  development  company  was  organized  and  took  over  the  contract, 
one-quarter  of  the  capital  stock  therein  was  to  go  to  Crandall.  This  oral 
agreement  would  not  operate  to  reserve  or  secure  to  Crandall  any  individual 
right  or  interest  in  the  McReynolds  contract  itself,  and  much  less  any  right, 
interest,  or  ownership  in  the  oil  claims  or  the  lands  Involved.  If,  perchance, 
any  interest  had  remained  in  Crandall,  it  was  in  terms  conveyed  by  the  bill 
of  sale  of  August  31,  1909,  above  quoted.  Tlie  letters  and  correspondence  set 
forth  fall  far  short  of  showing  or  establishing  the  fact  that  Crandall  had  any 
legal  title,  Interest,  or  ownership  in  the  land.    It  is  not  alleged  that  the  Hono- 
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Iiilu  Consolidated  Oil  Ck).  relies  upon  or  malses  title  to  or  ownership  of  tlie 
claims  by  means  of  the  contract  and  its  assignments.  It  obviously  does  not 
and  can  not  depend  upon  such  agreement  as  an  essential  link  in  its  chtiin  of 
title.  The  commissioner  finds  that  the  full  record  title  to  the  various  locations 
derived  from  the  original  locators  is  shown  to  be  In  the  company.  Such  title 
enableil  the  company  properly  to  apply  for  patent.  Crandairs  alleged  interest 
and  rights  in  the  premises  are  founded  on  agreements  and  oral  contracts  an<] 
understandings  that  are  wholly  apart  from  and  collateral  to  the  actual  c»\vjier- 
8hip  and  record  title  to  the  oil  claims.  Whatever  clnimnnt*s  rights  may  be  In 
the  premises,  so  far  as  is  made  to  appear  from  his  allegations,  they  arise,  if 
at  all,  ui)on  breaches  of  contracts  and  violation  of  alleged  agreements.  Courts 
constitute  the  proper  forum  to  try  such  matters  and  grant  appropriate  relief. 
Crandnll  did  sue  for  damages  resulting  from  a  conversion  of  the  shares  of 
stock  instead  of  undertaking  their  direct  recovery,  and  no  good  reason  is 
pGrceiveil  why,  at  thot  time,  he  might  not  have  also  sought  recovery  for  the 
claimed  confiscation  of  his  interest  in  the  land. 

The  mining  statutes  and  the  departmental  resrtilations  contemplate  that  th^ 
person  or  company  veste<l  with  the  legal  ownership  and  the  right  of  possession 
to  a  mining  claim  shall  apply  for  and  receive  patent.  An  owner  of  a  uien» 
equitable  interest  under  a  contract  of  purchase,  a  lease,  or  other  instrument, 
a  mortgagee,  or  lien  holder,  Is  not  a  co-owner  and  Is  not  a  claimant  adverse 
to  the  holder  of  the  legal  title.  All  such  interests  and  rights  arising  by  virtue 
of  acts  of  the  parlies  are  based  iii»on  and  are  subonlinate  to  the  claimants 
title.  Application,  entry,  and  patent  do  not  necessarily  affect  such  Interests. 
Section  2332,  Itevised  Statutes,  expressly  provides  that  nothing  in  tlie  minini; 
laws  shall  be  deemed  to  impair  any  Wen  which  may  have  attached  in  any  way 
whatever  to  any  mining  claim  or  property  thereto  attached  prior  to  the  issu- 
ance of  a  patent. 

The  department  is  not  persuaded  that,  even  with  all  the  allegations  and 
charges  made  by  the  protestant  sustained  at  a  hearing  duly  ordere<l,  a  tinding 
to  the  elTect  that  (^randall  is  a  co-owner  in  tliese  lands  to  the  extent  of  a  one- 
eighth  interest  or  any  interest  whatsoever  would  be  justified.  In  other  words, 
the  protestant  has  failed  to  make  a  case  before  the  Land  Department. 

Except  as  herein  modlf1e<l  the  conclusions  reached  by  the  commissit>ner  nn«l 
his  judgment  are  found  to  be  correct.  Crnndall's  application  for  certi- 
orari is  accordingly  denied. 

Atj£xandeb  T.  Vogelsang, 
First  Assistant  Secretary. 

Mr.  Kearful.  The  clear-listing  decision  made  by  the  commissioner 
shows  on  its  face  that  the  abstracts  of  title,  except  in  one  of  the  eases 
which  was  made  long  before,  were  not  before  him  and  were  not  con- 
sidered. The  matter  was  passed  over  upon  a  mere  report  that  the 
records,  the  local  records,  showed  a  clear  chain  of  title  from  the 
original  locators  to  the  Honolulu  Consolidated  Oil  Co. 

There  is  another  affidavit  of  Matson  which  sustains  the  statement 
which  I  made  in  the  memorandum,  contrary  to  the  statement  made 
by  Mr.  Diericx  that  this  plan  was  not  originated  by  Matson  and  car- 
ried out  by  Crandall.  In  the  commissioner's  clear-listing  decision 
this  affidavit  is  set  out  in  full,  and  in  that  affidavit  Matson  said : 

In  an  endeavor  to  insure  against  any  possible  monopoly  of  a  future  supply  of 
fuel  oil  at  n  reasonable  price  for  the  vessels  of  the  Matson  Navigation  Co.'s 
fleet,  the  sugar  plantations  of  the  Hawaiian  Islands,  and  other  industries  with 
which  myself  and  associates  were  connected,  on  December  14.  1908  [that  is  Ji 
typographical  error;  it  should  be  September  14,  19081,  I,  through  L.  A.  Crandall. 
as  agent,  entered  into  an  agreement  with  the  owners  of  section  10  an<l  the 
southwest  quarter  of  section  2,  nil  in  township  32  south,  range  24  east.  Mount 
Diablo  merldirn.  for  the  development  of  oil  on  said  property,  with  the  onrion 
to  purchase  said  lands.  And  in  December,  1908;  January,  1909;  and  March, 
1909.  through  the  same  agent,  I  entere<l  into  agreements  with  certain  locsitors 
covering  the  explorations  for  and  the  development  of  oil  in  the  north  half  and 
the  southeast  quarter  of  section  2,  and  all  of  sections  4,  6,  12,  14.  24,  and  26.  all 
in  township  32  south,  ransre  24  east.  Mount  Diablo  n^eridian,  which  was  at  that 
time  vacant  Government  land  open  to  entry,  and  which  land  had  been  duiy  and 
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lawfully  located  by  the  said  locators.  In  full  compliance  with  the  provisions  of 
the  placer-minlnp;  laws  of  the  United  States,  all  long  prior  to  the  Executive 
withdrawal  of  September  27,  1909. 

That  shows  by  the  oath  of  Capt.  Matson  that,  acting  through  his 
agent,  L.  A.  Crandall,  on  September  14,  1008,  he  made  this  develop- 
ment contract  on  the  privately -owned  land,  and  through  Crandall — 
through  the  same  agent — Crandall  entered  into  the  development  con- 
tracts with  McReynolds,  Fox  &  Skinner. 

Mr.  Kaker.  Does  the  record  show  a  complete  abstract  from  the 
original  locators  on  through  to  the  Honolulu  Oil  Co.,  upon  which 
they  made  their  application  for  patent? 

Mr.  Kearful.  This  record  I  have  here  does,  in  the  contest" between 
Crandall  and  Matson,  but  not  the  record  before  the  Commissioner 
of  the  Land  Office,  except  in  one  case  in  which  the  application  was 
made  long  before;  and  it  appears  from  the  commissioner's  decision 
that  the  abstract  of  title  was  not  considered. 

Mr.  Raker.  What  I  mean  is -this — that  partly  answers  it,  but  it 
does  not  quite :  Is  there  a  record,  an  abstract  prepared,  showing  title 
from  the  original  locators,  on  through  the  various  channels,  to  the 
Honolulu  Oil  Co.,  excluding  any  reference  to  any  contract  or  letter 
bv  Crandall? 

Mr.  Kearful.  No  ;  there  isn't  any  that  I  know  of.  I  think  perhaps 
the  attorneys  for  the  department  have  procured  an  abstract  for  the 
United  States  in  the  trial  of  the  case  in  California.  That  is  the  only 
one  I  know  of. 

Mr.  Mats.  Do  those  affidavits  or  letters  show  that  Matson  insti- 
gated these  original  locations? 

Mr.  Elston.  That  is  what  I  would  like  to  know.  Mr.  Diericx  made 
two  statements.  One  was  that  Crandall  was  the  man  that  brought 
this  to  Matson,  and  I  would  like  to  hear  whether  it  is  the  negative 
of  what  Mr.  Diericx  said,  that  these  locations  were  made  before  Mat- 
son  found  or  knew  the  property. 

The  CirATRMAN.  I  think  if  each  one  of  the  committee  would  make  a 
note  of  those  questions  and  then  ask  them  after  Mr.  Kearful  gets 
through — I  think  we  had  better  adhere  to  our  rule. 

Mr.  Mays.  I  think  that  is  very  material  to  the  subject. 

Mr.  Kearfui^  Mr.  Chairman,  I  would  like  to  proceed,  in  order  to 
get  through. 

The  Chairman.  You  may  proceed.  Let  the  members  make  a 
memorandum  of  what  they  wish  to  ask,  and  then  they  can  inquire 
later  on  cross-examination. 

Mr.  Kearfitl.  It  was  insisted  by  Mr.  Titus  the  other  day — and  it 
seemed  to  have  been  the  impression  of  certain  members  of  the  com- 
mittee— that  the  question  of  whether  or  not  a  man  is  a  dummy  de- 
pends upon  the  condition  of  his  own  mind  and  his  testimony  upon 
that  point.  This  is  not  correct.  Whether  a  man  is  a  dummy, 
whether  he  acts  in  good  faith,  or  whether  he  acts  in  his  own  interest, 
is  a  question  to  be  determined  by  what  he  does,  not  by  what  he  may 
say  at  some  subsequent  time  as  to  what  he  had  in  mind  at  some  pre- 
vious time.  It  might  be  of  some  consequence  in  the  cross-examina- 
tion of  a  witness  to  ask  him  what  he  had  in  mind,  for  the  purpose 
of  comparing  that  with  what  he  did;  but  it  would  scarcely  be  proper 
testimony  where  a  man  has  acted  in  a  matter  to  ask  him  what  he  had 
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his  name  to  it,  it  is  immaterial  and  not  permissible  to  ask  him  whi 
in  mind.  Just  as  if  one  makes  a  contract  upon  any  matter  and  ^p 
lie  intended  by  that  contract.  There  it  is.  It  speaks  for  itself.  1' 
can  not  inquire  into  a  man's  mind,  to  ask  him  what  he  intended— aiy 
secret  intent  that  he  may  have  had — in  order  to  develop  sometliu 
where  he  had  acted  in  conjunction  with  somebody  else. 

So  that  I  hope  the  committee  will  not  conclude  that  the  Depan 
ment  of  Justice  is  urging  upon  the  courts  that  a  claim  should  be  hti 
to  be  fraudulent  and  invalid  because  some  man  might,  for  the  pur 
poses  of  extortion,  be  willing  to  testify  that  he  had  a  secret  into 
in  his  mind  not  to  have  an  interest  in  the  property.  The  Departmei 
of  Justice  would  not  urge  such  a  proposition  upon  any  court. 

Now,  there  has  been  a  good  deal  said  in  general  terms  in  criticisD 
of  the  department  amendment — that  is,  uie  amendment  that  has 
the  approval  of  the  Secretary  of  the  Interior,  the  Secretary  of  ili> 
Navy,  and  the  Attorney  General.  As  I  understand  the  "positio: 
of  these  gentlemen 

Mr.  Taylor  (interposing).  That  is  the  one  referred  to  as  the 
"  Kearf ul "  amendment  ? 

Mr.  Kearful.  Improperly  so.  As  I  understand  the  position  of 
those  gentlemen,  they  are  not  committed  to  any  particular  langiiag?- 
If  what  is  stated  in  the  amendment  proposed  and  supported  by  tlifu- 
seems  to  be  doubtful,  it  might  well  be  corrected ;  but  what  they  ha'l 
in  mind,  as  I  understand  it  from  the  language  they  have  used,  is  jus: 
this:  That  it  would  be  proper  for  Congress  to  deal  generously  witb 
operators  who,  under  a  mistaken  view  of  the  law,  as  to  which  tbt 
minds  of  reasonable  men  and  lawyers  might  well  differ,  and  ujK^r. 
this  mistaken  view  of  the  law  had  spent  their  money  and  producr 
something  of  value  upon  the  public  land.  In  carrying  out  that  ide^ 
it  was  suggested  that  where  a  man  under  a  mistaken  view  of  tii^ 
law  and  relying  upon  the  advice  of  eminent  counsel  had  spent  li> 
money  and  produced  a  well,  although  he  had  no  legal  right  to  tht 
land  or  to  the  well,  it  would  be  giving  him  a  fair  compensation,  ml 
go  far  beyond  fair  compensation  or  reimbursement  lor  the  money 
that  he  had  been  induced  to  invest  upon  a  mistaken  view  of  the  lav- 
to  give  him  a  lease  upon  a  one-eighth  royalty  of  any  such  well  which 
he  had  produced. 

Now,  if  he  has  spent  money,  thousands  of  dollars,  and  produce: 
nothing,  he  would  have  no  claim  in  any  event,  whether  there  were  a 
withdrawal  order  or  not.  That  was  the  chance  that  he  took  in  any 
case,  and  it  is  only  where  he  has  produced  something  that  he  i^ 
entitled  to  claim ;  and  I  think  it  is  the  only  case  where  they  do  claiD 
that  they  ought  to  have  relief.  It  is  the  opinion  of  these  three  de- 
partments, given  upon  the  invitation  of  this  committee,  that  such  a 
man  ought  to  have  relief.  And  upon  the  principle  of  reimbursing  a 
man  who  has  invested  his  money  upon  a  mistaken  view  of  the  law 
and  upon  the  principle  of  dealing  generously  with  him  and  going  far 
beyond  any  requirement  for  reimbursement  the  proposition  is  maae 
to  give  him  a  lease  at  one-eighth  royalty  upon  anything  of  vali>? 
which  he  had  actually  produced,  as  a  well;  or  if  he  has  produced 
2  wells  or  3  wells  or  10  wells  and  has  invested  so  much  more  money 
for  so  many  more  wells,  he  would  be  entitled  to  pro  rata  relief. 
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Now,  I  do  not  say,  and  I  do  not  think  the  gentlemen  who  indorse 
this  proposition  think,  that  it  will  operate  with  uniform  equality  in 
all  cases.  There  is  no  possibility  of  writing  a  law  in  any  case  that 
will  operate  with  general  uniformity.  But  it  is  a  just  and  generous 
principle;  and  if  that  principle  works  a  hardship  in  one  case  or  a 
benefit  in  another  case,  that  is  the  hardship  of  the  general  rule  which 
every  legislator  and  every  court  and  everj  lawyer  recognizes  as 
incident  to  the  fallibility  of  human  transactions. 

Now,  the  Department  of  Justice  dees  not  claim  to  be  infallible  by 
any  means.  We  do  not  object  to  any  criticism  that  may  be  made, 
based  upon  mistakes  that  may  have  been  made.  We  do  not  claim  to 
be  infallible.  We  do  not  claim  that  we  have  not  made  mistakes,  as 
every  man  does  who  does  anything,  but  for  what  we  have  done  the 
record  speaks  for  itself.  We  have  not  any  apologies  to  make  or  any 
defense  to  offer  other  than  the  record. 

In  regard  to  section  31  of  the  House  bill,  which  is  intended  as  a 
saving  clause  and  which  is  a  saving  clause,  there  seems  to  be  a  differ- 
ence of  opinion  in  the  minds  of  members  of  the  committee.  Mr. 
Lenroot  thinks  that  the  language  of  section  31  would  save  the  rights 
of  any  person  who  at  the  date  of  the  passage  of  this  act  would  be 
found  to  be  in  the  diligent  prosecution  of  work  leading  to  discovery 
of  oil  or  gas  under  the  present  petroleum  placer  law.  Mr.  Taylor, 
and  perhaps  Mr.  Baker  also,  do  not  believe  that  the  language  clearly 
expresses  that  intent. 

Mr.  Taylor.  I  think  it  expresses  the  intent,  but  I  think  the  con- 
struction put  upon  it  and  the  construction  of  what  is  good  faith  and 
what  are  dummies  and  what  are  qualifications  of  locators  makes  it 
impossible  to  be  of  any  service. 

Mr.  Kearful.  The  question  is  as  to  how  it  might  be  construed. 
Now,  I  undertake  to  say  that  this  committee  can  not  draft  a  law  that 
is  not  susceptible  to  construction,  and  the  more  you  put  into  a  pro- 
vision, according  to  my  experience,  the  more  you  confuse  it.  The 
language  used  evidently  refers  to  the  state  of  the  law  as  it  has 
already  been  construed  by  the  courts,  and  the  construction,  about 
which  there  seems  to  me  to  be  no  doubt,  is  as  to  saving  valid  claims 
existing  at  the  date  of  the  passage  of  this  act  and  thereafter  main- 
tained in  compliance  with  the  laws  under  which  initiated. 

If  you  undertake  to  define  what  are  valid  rights  existing  under 
the  present  law — if  you  intended  to  express  the  intent  which  Mr. 
Lenroot  thinks  is  expressed  here — you  could  only  quote  from  the 
Pickett  Act  or  from  the  language  of  the  Express  Oil  Co.  case,  which 
was  the  foundation  of  the  Pickett  Act,  and  which  no  court  has  ever 
disputed ;  that  is,  that  one  who  is  in  the  diligent  prosecution  of  work 
leading  to  discovery,  although  he  has  made  no  discovery,  has  a  valid 
claim  in  which  he  will  be  protected  against  any  intrusion  by  any 
person,  and  so  long  as  he  continues  in  the  diligent  prosecution  of  that 
work  he  will  be  protected,  and  when  he  makes  a  discovery  his  loca- 
tion will  be  complete.  There  never  was  any  reason  from  any 
quarter  to  doubt  the  soundness  of  that  nroposition. 

So,  I  think,  that  the  provision  is  ample  and  has  the  merit  of  being 
precise  and  explicit;  and  no  court,  I  undertake  to  say,  would  hesitate 
for  a  moment  to  construe  the  language  which  is  used  here  according 
to  the  law  as  it  has  been  construed,  and  in  respect  of  which  it  is  to 
be  presumed  Congress  acted.    I  think,  however,  that  some  addition 
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might  be  made  to  that  section,  and  it  might  be  this :  Add  to  sectioi 
81,  of  H.  R.  3232,  the  following  proviso : 

Provided,  That  whenever  the  validity  of  any  petroleum  placer  claim  Is  dram 
in  question  by  the  United  States  in  any  proceeding,  upon  a  showing  of  probab« 
cause  to  believe  that  the  claim  is  invalid,  the  net  proceeds  of  the  production  c! 
oil  and  (?a.s  shall  be  Impounded  to  await  the  determination  of  such  questlnc: 
and  Provided,  That  the  Secretary  of  the  Interior,  with  the  concurrence  of  ti» 
Attorney  General,  shall  have  the  authority  to  compromise  and  settle  any  saci 
controversy  by  an  exchange  of  lands  or  a  division  of  lands  or  proceeds  of  open- 
tion,  upon  such  reasonable  terms  and  conditions  as  they  may  determine. 

Mr.  Lenhoot.  Have  you  a  copy  of  that,  Mr.  Kearful? 

(Mr.  Kearful  hands  paper  to  Mr.  Lenroot.) 

Mr.  Kearful.  That  does  not  come  from  the  three  departments.  I: 
does  not  come  from  the  Attorney  General.  It  is  only  something  thai 
I  suggest  for  the  information  of  the  members  of  the  committee,  an 
idea  that  occurred  to  me. 

Are  there  any  questions,  gentlemen? 

The  Chairman.  Does  that  conclude  all  you  have? 

Mr.  Kearful.  Yes,  sir. 

The  Chairman.  Do  any  members  of  the  committee  desire  to  ai 
any  questions  of  Mr.  Kearful? 

Mr.  Taylor.  I  want  to  ask  one  or  two  questions. 

Mr.  Kearful,  isn't  a  natural  result  of  your  theory  of  a  location-;- 
and  isn't  the  whole  theory  of  the  Department  of  Justice  upon  this 
matter  based  upon  the  assumption  that  a  location  made  by  a  party 
who  has  not  the  personal  financial  means  to  dig  a  commercial  well  is 
a  fraudulent  entryman  and  a  dummy? 

Mr.  Kearful.  Not  precisely. 

Mr.  Taylor.  Well,  isn't  that  the  inevitable  effect  of  it?  Isn't  that 
really  what  it  amounts  to?  That  it  deprives  any  poor  man  or  anv 
man  who  hasn't  the  financial  means  of  successfully  carrying  out  in 
his  own  proper  person  the  complete  digging  of  a  commercially  pav- 
ing well,  no  matter  how  many  thousands  or  millions  of  dollars  it 
may  cost— isn't  it  confined  to  that  class  of  people  who  will  be  allowed 
to  pursue  the  development  of  oil  properties? 

Mr.  Kearful.  The  position  of  the  Department  of  Justice  is  that— 
which  is  declared  in  the  law — ^that  the  deposits  of  petroleum  in  the 
public  lands  are  free  and  open  to  exploration  and  purchase  by  all 
citizens  of  the  United  States ;  and  that  one  who  goes  upon  the  public 
lands  under  the  invitation  of  that  law,  in  good  faith,  and  proceeds 
to  demonstrate  his  good  faith  by  prosecuting  discovery  work,  ^il^ 
be  protected.  Bearing  upon  the  question  of  his  good  faith,  it  mat 
be  that  it  would  be  important  to  know  whether  he  had  any  monej 
with  which  to  prosecute  discovery  work.  So  that  if  a  man  or  a  group 
of  men  went  out  upon  the  public  domain  and  located — ^as  McRejuoli 
did — 27  quarter  sections  without  funds  with  which  to  do  any  dis- 
covery work,  I  think  it  might  well  be  a  matter  for  consideration  upon 
the  question  of  their  good  faith,  that  they  were  without  funds  and 
were  thus  attempting  to  monopolize  for  some  one  else's^  benefit  a 
large  area  of  land  which  the  law  did  not  permit,  but  which  on  th« 
contrary  the  law  declared  to  be  free  and  open  to  exploration  in  tracts 
of  not  more  than  160  acres  each. 

Mr.  Taylor.  So  you  construe  the  law  to  be  that  unless  he  has  tbe 
individual  means  to  carry  it  on  himself,  he  is  not  locating  in  go»i 
faith? 
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Mr.  Kearful.  I  don't  say  that.  I  say  that  where  a  man  locates 
more  than  one  tract,  we  will  say,  and  it  appears  that  he  hasn't  the 
money  to  do  development  work  upon  even  one  tract,  it  can  not  be  said 
that  he  is  locating  two  or  more — or  27  tracts — in  good  faith.  A  man 
in  ^ood  faith  may  go  out  and  make  a  location  on  20  acres.  He  may 
not  have  enough  money  to  sink  a  well.  He  may  join  with  seven  other 
men,  and  among  them  they  may  raise  the  money  to  sink  one  well; 
and  the  law  then  gives  them  160  acres  for  one  discovery. 

Mr.  Mats.  Is  trat  proper  ?    Would  that  be  proper  ? 

Mr.  Kearful.  That  is  the  law. 

Mr.  Mats.  You  says  that  would  be  proper? 

Mr.  Kearful.  I  don't  say  it  would  be  proper.  I  say  that  is  the 
law.  I  am  free  to  say  that  I  think  the  present  law  is  not  well 
adapted  to  the  development  and  exploration  of  oil  on  the  public 
domain. 

Mr.  Tatlor.  In  carrying  out  the  provisions  of  the  law — and  that 
is  undoubtedly  the  law  and  a  very  clear-cut  statement — in  carrying 
out  the  intent  of  the  law,  don't  you  feel  that  the  Department  of  Jus- 
tice is  adopting  a  harsh  and  impractical  construction  of  the  spirit 
and  intent  of  the  placer  law  as  announced  in  the  decision  you  read 
from  the  Fourth  Supreme  Court  of  Nevada,  which,  I  think,  is  the 
most  clean-cut  and  bsst  definition  that  has  been  made  of  it^ 

Mr.  Kearful.  In  what  particular  case? 

Mr.  Tatlor.  Why,  in  your  construction  as  to  diligence  and  what 
is  diligence,  and  requiring  an  impossible  diligence,  and  requiring 
conditions  that  absolutely  prevent  the  development  of  the  West.  In 
other  words,  would  anybody  dare,  unless  he  was  a  millionaire,  to  go 
out  and  try  to  develop  any  portion  of  the  unexplored  public  domain 
if  he  knew  in  advance  that  he  had  to  contend  with  the  harrassing 
of  the  Department  of  Justice,  impugning  his  good  faith  and  presum- 
ing: bad  faith  against  every  act  that  he  does,  and  attempting:  the  for- 
feiture of  everything  he  accomplishes  if  he  makes  any  mishap  in  his 
well-drilling,  or  has  any  bad  luck  in  any  other  unforeseen  contin- 
gency that  is  beyond  his  control  ?  How  are  we  to  develop  the  West 
if  the  Department  of  Justice  is  going  to  inflict  such  harsh  regulations 
and  unreasonable  constructions  ? 

Mr.  Kearfui^  I  am  not  undertaking  to  uphold  the  policy  of  the 
present  law. 

Mr.  Tatlor.  The  Department  of  Justice  is  not  here  for  the  purpose 
of  controlling  the  policy  of  the  Government,  is  it? 

Mr.  Kearful.  Certainly  not,  and  makes  no  suggestion  as  to  the 
policy  unless  called  upon. 

Mr.  TATiiOR.  Then,  unless  there  is  something  in  the  bill  that  is  bad, 
something  that  is  going  to  lead  to  fraud,  palpably;  or  something  that 
is  going  to  bring  about  a  condition  of  monopoly  or  dissipation  of  the 

fmblic  heritage,  why  it  is  the  province  and  duty  of  Congrass  to  legis- 
ate  on  this  subject,  rather  than  for  the  Department  of  Justice,  is  it 
not? 

Mr.  Kearful.  The  Department  of  Justice  is  offering  no  suggestion, 
except  when  it  is  called  upon. 

Mr.  Tatlor.  Well,  now,  tell  me  why  did  not  the  Department  of 
Justice  in  its  diligence  to  protect  the  welfare  of  the  public — ^why  did 
it  not  take  these  matters  up  with  the  Senate  and  present  its  obiec- 
tions  and  protest  to  the  Senate  committee?    Why  would  a  report  like 
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Mr.  Pittman's  that  you  say  is  wrong,  and  a  misstatement  both  of  fact 
and  law,  filed  August  15,  1917,  remain  until  after  the  bill  passed  the 
Senate  and  comes  over  to  the  House,  and  then  you  appear  before  us 
with  these  criticisms  and  objections? 

Mr.  Kearful.  In  the  first  place  the  Department  of  Justice  lias  no 
representation  on  the  floor  of  the  Senate.  In  the  second  place,  Sena- 
tor Husting  was  looking  after  the  matter. 

Mr.  Taylor.  They  haven't  any  representation  on  the  floor  of  the 
House  either,  have  they?  The  Public  Lands  Committee  of  the 
Seriate  is  just  as  open  as  this  is,  isn't  it? 

Mr.  Kearful.  The  Public  Lands  Conunittee  of  the  Senate  had 
closed  its  hearings. 

Mr.  Taylor.  But  we  have  already  closed  our  hearing  on  the  House 
bill,  and  it  has  been  reported  out  last  December  and  has  been  on  the 
House  calendar  ever  since. 

Mr.  Kearful.  But  kindly  permit  me  to  answer  the  question. 

Mr.  Taylor.  Certainly. 

Mr.  Kearful.  Senator  Husting  was  looking  after  the  matter,  and 
his  untimely  and  unfortunate  death,  after  the  report  had  been  made, 
and  before  the  Senate  took  it  up,  prevented  the  matters  which  I  havo 
called  your  attention  to  from  being  called  to  the  attention  of  the 
Senate  by  a  Senator.  There  was  no  other  man  opposed  to  the  report 
who  knew  the  situation.  It  was  not  practicable  for  an  administrative 
officer  to  call  attention  to  defects  in  reports  by  letter,  because 

Mr.  Taylor  (interposing).  Doesn't  the  department  write  letters 
to  these  committees ;  and  haven't  they  written  letters  to  Mr.  Ferris 
and  others  repeatedly  about  this  matter? 

Mr.  Kearful.  Matters  of  defects  in  a  committee  report  which  was 
before  the  Senate  could  not  well  be  made  the  subject  of  a^  letter,  but 
could,  as  at  the  present  time  and  is  now  being  made  the  subject  of 
intimate  criticism  face  to  face. 

Mr.  Tayix)r.  Of  course,  I  am  not  criticizing  your  coming  here  now. 
If  there  is  anything  wrong  it  ought  to  be  shown.  My  only  thought  is 
this:  This  bill  has  been  before  the  Senate  for  months  and  months — 
in  fact,  years — and  it  seems  as  though  your  department  was  as  still  as 
a  church  mouse  until  after  the  bill  passed  the  Senate;  then  there  is  a 
fusilacle  and  a  hue  and  cry  raised  here  against  tJie  bill  that  prejudices 
the  whole  public  and  all  Congress  against  the  measure;  renders  it 
practically  impossible  to  pass  anything  at  all,  and  all  that  is  done 
when  it  reaches  the  House,  when  the  Senate  bill  comes  over  here, 
when  these  reports  have  been  there  for  months  and  months,  filed  be- 
fore the  committee.  Why  didn't  you  vigorously  protest  to  the  Senati\ 
It  looks  to  me  as  though  it  has  the  effect  of  putting  an  unjust  burden 
upon  this  committee,  which  ought  to  have  been  borne  by  the  Senate 
committee;  and  it  seriously  jeopardizes  the  passage  of  any  kind  of 
bill  at  all. 

Mr.  Kearfuu  Mr.  Chairman,  I  endeavored  in  a  calm  and  clear  and 
precise  and  succinct  way  to  point  out  some  defects  in  the  report  of 
the  Senate  committee;  and  I  think  that  I  would  not  have  formed 
the  duty  that  brought  me  here  if  I  had  not  done  so. 

Mr.  Taylor.  Did  5'^ou  or  did  the  Attorney  General  appear  before 
the  Senate  committee  and  point  out  these  defects? 

Mr.  Kearful.  We  both  appeared  there  for  a  very  short  time  on 
invitation. 
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Mr.  Tatijor.  You  were  heard  at  length  ? 

Mr.  Kearful.  We  were  not.    We  were  asked  certain  questions. 

Mr.  Taylor.  Did  you  point  out  these  defective  matters  to  that 
committee? 

Mr.  IvEARFtJL.  No ;  because  we  were  not  asked. 

Mr.  Taylor.  If  they  were  palpably  wrong,  couldn't  you  Tohintoer 
on  behalf  of  the  Department  of  Justice,  m  the  protection  of  the 
welfare  of  the  United  States,  to  call  attention  to  palpable  wrongs? 

Mr.  Kearful.  The  palpable  wrongs  had  not  been  then  stated. 

The  Chairman.  The  withdrawal  that  came  in  1909  was  really  the 
starting  of  all  of  this  controversy,  was  it  not,  Mr.  Kearf  ul  ? 

Mr.  Kearful.  Yes,  sir. 

The  Chairman.  Was  it  your  opinion  that  at  the  time  this  with- 
drawal came  there  was  a  real,  general,  and  tnilv  earnest  controversy 
about  whether  or  not  the  withdrawal  was  valid  t 

Mr.  Kearful.  Undoubtedljr  there  was. 

The  Chairman.  And  was  it  your  observation  that  a  good  many 
good  lawyers  took  opposing  views  on  that,  and  that  there  were  some 
very  good  ones  who  advised  that  the  law  was  not  valid! 

Mr.  Kbarfitl.  Yes,  sir. 

The  Chairman.  That  has  been  your  information  all  along,  has  itt 

Mr.  Kearful.  Ye&  sir. 

The  Chairman.  How  many  suits  did  you  say  had  been  instituted, 
all  told? 

Mr.  Kearful.  Fifty-five. 

The  Chairman.  And  how  many  of  those  have  been  finally  dis- 
posed of  ? 

Mr.  Kearful.  Only  two  finally  disposed  of. 

The  Chairman.  And  how  many  have  been  tried  in  the  lower 
courts? 

Mr.  Kearful.  On  the  merits,  14. 

The  Chairman.  Leaving  how  many  to  be  tried  yet? 

Mr.  Kearful.  Fourteen  from  65  leaves  41. 

The  Chairman.  About  how  much  time  in  the  due  course  of  things, 
making  a  rou^h  estimate,  would  it  take  to  finally  dispose  of  these 
cases  now  in  litigation,  if  no  legislation,  no  compromise  of  any  sort, 
was  made? 

Mr.  Kearful.  Well,  that  is  so  in  the  realm  of  speculation  that  it  is 
very  hard  to  say.  I  might  take  one  case  and  say  that  tlie  trial  of  it 
might  last  some  months.  The  appeal  of  it  might  take  a  year  to  the 
circuit  court  of  appeals.  Then  if  taken  to  the  Supreme  Court  of  the 
United  States  it  would  probably  take  two  years  more,  and  it  is  not  at 
all  unlikely  that  the  ordinarv  case  would  take  four  years  if  it  were 
fought  bitterly  and  to  a  finish. 

The  Chairman.  How  many  of  those  would  run  concurrently  and 
would  be  disposed  of  concurrently,  would  vou  say  ? 

Mr.  Kearful.  Well,  practically  all  of  them.  They  are  all  in 
process  of  being  disposed  of.  There  are  practically  no  new  suits  to 
be  brought. 

The  Chairican.  Full  well  realizing  the  difficulty  of  answering  the 
question  I  am  putting,  and  full  well  knowing  tne  impossibility  of 
answering  it  accurately,  what,  in  your  judgment,  if  Congress  did 
not  pass  any  legislation  of  any  sort,  would  be  the  time  required  to 
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get  final  judgment  in  each  of  those  cases  f    What  would  you  say  as 
a  rough  estimate? 

Mr.  Kearful.  Well,  I  would  not  say — I  could  not  say  as  to  each 
of  the  cases,  because  in  the  natural  course  of  things,  basing  it  upoD 
my  experience,  many  of  them  would  fall  out.  But  taking  the  whole 
of  them  I  should  say  that  they  ought  to  be  disposed  of  in  five  years, 
if  a  number  of  them  were  fought  through  bitterly  to  the  end. 

The  Chairman.  Well,  assume  that  the  oil  men  fight  as  hard  as  thej 
can,  trying  to  maintain  their  titles,  and  that  the  Department  of  Jus- 
tice move  as  diligently  as  they  can,  still  having  in  mind  the  congestion 
that  prevails  in  the  courts  and  the  circuitous  methods  of  the  courts, 
you  think  it  would  require  approximately  five  years  to  clean  them 
up?    That  would  be  your  rough  estimate? 

Mr.  Kearful.  That  is  my  rough  estimate. 

The  Chairman.  Now,  in  your  judgment,  if  the  Federal  Govern- 
ment could  pass  an  act  reserving  for  itself  a  royalty  of  not  less  than 
one-eighth  on  leases  for  small  areas,  under  Government  lease,  which 
would  contain  power  to  regulate  and  power  to  properly  conduct, 
what  more  could  the  Government  get  if  they  went  on  and  won  these 
suits  than  they  could  to  lease  them  and  compromise  them  and  make 
a  disposition  of  them  and  ^et  the  thing  behind  us? 

Mr.  Kearful.  I  don't  understand  what  you  mean  by  a  limited  area. 

The  Chairman.  Well,  I  mean  by  that,  if  the  legislation  when  it  is 
finally  enacted  provided  for  a  reasonable  or  limited  area,  one  that 
would  net  be  shocking  to  the  conscience  of  the  most  timid  as  a 
proper  area  to  lease  on  a  royalty  basis  running  to  the  Government, 
both  for  the  oil  that  they  have  taken  out  in  the  past  and  for  oil  that 
they  take  out  in  the  future,  what  harm  could  come  to  the  Government 
or  any  branch  of  it  to  pursue  that  course? 

Mr.  Kearful.  Well,  in  some  cases  there  would  come  no  harm,  but 
there  would  come  a  great  benefit ;  and  in  some  cases  a  benefit  much 
disproportionate  to  other  cases.  For  instance,  you  take  the  Honolulu 
case,  where  there  are  17  claims  now  involved.  If  Congress  should 
give  relief f  and  it  should  be  accepted  by  the  Honolulu  company,  for 
a  quarter  section,  the  remainder,  of  course,  would  belong  to  the  Grov- 
ernment  to  be  disposed  of  to  somebody  else.  The  same  kind  of  a 
law  would  operate  very  differently  upon  the  case  of  Gov.  Thome  or 
any  other  person  who  had  160  acres  or  less. 

The  Chairman.  That  is  undoubtedly  true;  and  it  is  undoubtedly 
true  that  in  some  cases  it  might  be  overgenerous,  and  in  other  cases 
findergenerous.  But  in  the  main,  if  the  land  was  to-day  cleared  and 
free  from  any  incumbrance  of  any  sort,  and  if  it  was  free  from 
any  suit  and  free  from  any  claims  of  any  sort,  what  would  the  Fed- 
eral Government  do  but  lease  it  just  as  they  are  doing  with  all  the 
Government  lands  in  Oklahoma?  What  would  they  do?  What 
could  they  do  but  get  a  royalty  for  the  Government? 

Mr.  Earful.  I  apprehend  that  upon  very  valuable  lands  such 
as  this  in  the  claim  of  the  Honolulu  company  and  other  companies^ 
it  would  not  be  leased  upon  a  one-eighth  royalty. 

The  Chairman.  I  am  predicating  my  whole  question  on  the  mini- 
mum of  one-eighth  royalty.  I  agree  with  that  precisely,  and  I 
assume  that  there  would  be  a  difference  in  royalty.  But  that  is  an 
assumption  on  m.y  part.  My  question  embodied  that  fact,  a  minimum 
royalty  of  one-eighth,  so  that  the  Government  would  receive  one- 
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eighth  or  more.  What  more  could  we  do  with  this  Government  land 
than  to  lease  it ;  let  some  one  purchase  it,  develop  it,  refine  it,  and  pay 
the  Government  its  share,  which  would  be  the  royalty,  if  we  had  it 
free  from  these  claims  altogether? 

Mr.  Kearful.  I  have  no  hesitation  in  saying  that  that  is  all  the 
Government  could  do. 

The  Chairman.  Now,  that  is  exactly  as  it  has  always  presented 
itself  to  me. 

Now,  let  me  follow  that  up  a  little.  What  earthly  use  can  there 
be  and  what  humiliation  or  wrong  can  it  do  the  Department  of 
Justice — ^who  has  rendered,  as  I  believe,  good  service  out  there — to 
have  Congress  step  in  and  compromise  these  suits  and  get  this  ques- 
tion behind  us,  so  that  it  may  not  be  eternally  in  the  face  of  Congress 
and  the  face  of  the  people  ?  If  we  get  everything  we  are  entitled  to, 
who  does  it  wrong? 

Mr.  Kearful.  Speaking  for  the  Department  of  Justice  and  more 
particularly  for  myself  personally,  I  would  be  delighted  to  see  the 
cases  compromised  and  disposed  of.  It  is  not  a  pleasant  thing  for 
me,  by  any  means. 

The  Chairman.  It  has  been  charged  that  the  Department  of  Jus- 
tice wants  to  harass  these  people  and  keep  these  suits  going  and  keep 
the  jobs  going ;  and  I  am  very  glad  to  get  the  information  from  you, 
although  I  have  never  agreed  with  that  belief,  that  you  would  like 
to  have  this  matter  disposed  of.  You  have  no  dream  of  the  Federal 
Government  loading  up  a  pick  and  shovel  and  a  well  rig  and  going 
to  drilling  for  oil  on  our  own  accord,  have  you? 

Mr.  Kearful.  I  have  never  thought  of  that.  That  is  not  within 
my  province.    [Laughter.] 

The  Chairman.  There  are  dreams  of  that  sort  sailing  around  in 
some  quarters. 

Now,  as  to  the  permits.  How  many  permits  would  you  grant  and 
what  acreage  wouid  you  grant  in  a  given  proven  field? 

Mr.  Kearful.  Mr.  Chairman,  that  is  a  legislative  question. 

The  Chairman.  True;  but  you  are  called  upon  here  as  an  expert 
witness,  who  knows  more  about  this  than  the  conmiittee  does,  and  we 
are  entitled  to  have  your  opinion  upon  it. 

Air.  Keari-ul.  Not  upon  questions  of  exploration  and  development 
of  oil  fields,  but  only  on  questions  of  law  and  facts  in  connection  with 
litigation.  I  am  not  an  oil  operator,  and  I  am  not  a  wildcatter,  and 
I  am  not  possessed  of  the  experience  or  the  knowledge  which  would 
permit  me  to  express  an  opinion  upon  that  subject. 

The  Chairman.  Very  well.  What  royalty  would  you  fix,  if  you 
cared  to  express  an  opinion  on  that? 

Mr.  Kearful.  No;  I  could  not  do  that,  either. 

The  Chairman.  You  would  not  care  to  do  that?  Just  what  sort 
of  a  compromise,  in  a  word,  would  you  think  that  the  Government 
sliould  make  in  order  to  preserve  properly  the  Government's  interests 
and  do  justice  to  these  men  that  have  gone  out  here  and  developed 
tiiese  oil  fields? 

Air.  Kearitttl.  In  the  situation  in  which  I  find  myself  I  am  not 
permitted  to  express  my  personal  views,  because  my  superior  officer. 
m  conjunction  with  the  heads  of  two  other  departments,  has  arrived 
at  a  conclusion,  and  has  stated  it  to  the  committee.    I  attempted  to 
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go  as  fnr  as  I  could  when  I  stated  that  I  understood  the  principle 
upon  which  they  were  acting. 

The  Chairman.  Do  you  approve  of  the  principle  upon  which  ther 
are  acting  personally? 

Mr.  Kj^rfxtl.  Undoubtedly  I  do ;  yes. 

The  Chairman.  You  think  that  the  relief,  the  principle  set  forth 
in  the  relief  of  the  departmental  proposal,  is  all  that  the  oil  men  are 
entitled  to? 

Mr.  Kearful.  I  think  that  is  dealing  with  them  very  generously, 
very  liberally.  I  should  say  it  is  the  limit  of  liberality  to  which  Con- 
gress ought  to  go. 

The  Chairman.  Do  you  think  that  is  true  in  the  Thome  case? 

Mr.  Kearful.  That  particular  case  would  very  largely  benefit  un- 
der this  provision,  more  than  some  other  claims,  because  in  that  par- 
ticular case,  according  to  the  testimony  of  Gov.  Thome,  tbey 
have  three  producing  wells  on  one  40-acre  tract 

The  Chairman.  Well,  now,  supposing  the  man  that  owns  the  ad- 
joining 40-acre  tract  has  eight  producing  wells  and  Gov.  Thome  hts 
three  producing  wells;  and  geologically  it  is  necessary  to  have  eight 
producing  wells  to  get  all  of  the  oil,  and  geologically  it  is  known  that 
three  wells  will  not  get  all  of  the  oil.  Will  tnat  amendment  do  full 
justice  to  Gov.  Thome  on  the  one  hand  and  to  the  man  with  ei^t 
wells  on  the  other! 

Mr.  Kearful.  I  understand  the  principle  of  justice  in  the  two  cases 
would  depend  upon  the  fact  that  the  man  in  producing  the  ei^ht  wells 
had  invested  eight  units  of  money  to  three  units  invested  oy  Got. 
Thome,  and  therefore  would  be  entitled  to  more  proportionate  reliel 

The  Chairman.  But  would  you  measure  the  reliei  in  a  great  piece 
of  legislation  like  this,  affecting  so  many  rights,  by  the  amount  of 
money  and  the  amount  of  developments  that  one  man  had  done;  and 
would  you  say  that  that  would  do  full  justice  to  the  man  who  had 
gone  as  far  as  he  could,  but  still  not  sufficient  to  develop  it  all? 

Mr.  Kearful.  Mj  understanding  is  that  the  only  basis  for  right 
to  relief  that  is  claimed  is  that  these'men  under  a  mistaken  view  of 
the  law  have  invested  their  money  and  have  produced  something  of 
value  on  the  public  domain;  and  according  to  the  amount  of  money 
they  have  invested — and  successfully — they  should  be  given  the  re- 
lier.  That  is  the  principle,  as  I  understand  it,  upon  which  the 
amendment  is  advanced. 

The  Chairman.  But  both  men  were  proceeding  under  a  law  that 
has  never  been  repealed,  the  placer  law,  weren^t  they?  And  both  mea 
were  proceeding  under  the  withdrawal  order  about  which  there  was 
very  great  doubt.    Isn't  that  true? 

Mr.  Kearful.  Yes,  sir. 

The  CHAIR3IAN.  As  to  its  validity? 

Mr.  Kearful.  Yes. 

The  Chairman.  About  which  no  adjudication  had  ever  been  made 
up  to  that  time. 

Mr.  Kearful.  Yes,  sir. 

The  Chairman.  Now  wouldn't  it  be  more  in  the  interest  of  jus- 
tice, Mr.  Kearful,  to  allow  a  little  laxity  and  a  little  discretion  in  som^ 
body  to  do  justice  to  the  man  who  had  little  means  as  well  as  the 
man  who  had  great  means,  and  to  do  justice  to  the  man  with  one 
well  as  well  as  to  the  man  who  had  eight  or  ten  or  more  wells? 
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Mr.  Kearful.  I  think  so. 

The  Chairman.  Those  are  the  things  that  trouble  men  who  are 
trying  to  do  their  full  duty  here,  and  they  are  something  tiiat  trouble 
me  a  good  deal. 

Mr.  La  Foixett.  Could  I  ask  one  question  in  connection  with  Gov. 
Thome's  matter  right  there?  Gov.  Thome  sank  three  wells  and  then 
was  stopped  from  putting  down  any  more  by  going  into  the  hands 
of  a  receiver.  The  man  who  put  down  the  eight  wells  suggested  by 
the  chairman  might  not  have  been  stopped,  or  if  he  had  been,  he 
probably  would  not  have  put  down  more  than  three  wells.  But  he 
has  eight.  You  are  going  to  give  him  all  those  eight,  when  Gov. 
Thome  could  probably  have  had  eight  or  more  if  he  had  not  been 
stopped  by  the  Department  of  Justice  itself. 

Mr.  Kearful.  Well,  the  Department  of  Justice  in  bringing  suits 
did  not  discriminate  between  one  person  and  another,  whether  it  was 
a  large  or  small  corporation;  it  acted  as  the  facts  came  under  its 
jurisdiction. 

Mr.  La  Foixett.  Yes;  I  am  not  criticising  the  Department.  I  am 
simply  looking  at  the  view  of  justice  to  the  two  men,  and  giving  Gov. 
Tliome  a  square  deal  with  the  other  fellow  as  to  whether  or  not  he 
should  only  have  three  wells,  when  he  would  have  had  down  enough 
to  have  taken  the  entire  property  from  tiie  forty  acres  if  he  had  not 
been  stopped. 

Mr.  EjsARFuii.  I  don't  understand  that  there  is  any  such  situation 
where  persons  similarly  situated  find  themselves  in  the  position 
where  one  of  them  has  been  stopped  by  the  Government  and  the 
other  one  has  not.    There  may  be  such  cases. 

Mr.  La  Follett.  That  was  only  a  supposition,  of  course. 

Mr.  Kearful.  If  there  is  such  a  case,  there  would  be  a  question 
of  hardship. 

The  Chairman.  You  may  not  care  to  answer  this,  Mr.  Kearful; 
and  if  you  do  not  care  to,  it  is  all  right. 

What  do  you  consider  the  effect  will  be  with  reference  to  the  pro- 
duction of  oil?  Would  we  get  as  much  oil  if  you  go  on  with  the 
suits  without  compromise;  or  would  we  get  more  if  Confess  passes 
some  kind  of  an  act  settling  these  suits,  so  that  men  would  be  definite 
and  certain  as  to  what  their  rights  are?  Which  would  forward  the 
purposes  of  the  Government  and  get  the  most  oil  ?  Do  you  care  to 
express  an  opinion  on  that? 

Mr.  EjsARFTTii.  I  think  that  is  obvious  to  anybody.  It  doesn't 
require  a  lawyer  or  a  legislator  or  an  operator  to  answer  that.  Suits 
naturally  ten^  to  tie  up  the  production. 

The  Chairman.  And  as  long  as  the  suits  are  pending  and  the 
attending  uncertainties  that  go  with  them,  that  long  will  the  pro- 
duction be  more  or  less  hampered  out  there.  Isn't  that  true,  Mr. 
Kearful  ? 

Mr.  KEARFuii.  Yes ;  that  is  true  as  a  general  rule.  I  think  that 
outside  of  the  naval  reserves  the  production  might  very  well  be  in- 
creased to  quite  an  intensive  limit,  if  it  were  desirable  for  any  public 
purpose. 

The  Chairman.  Outside  of  the  naval  reserves  ? 

Mr.  Kearful.  Outside  of  the  naval  reserves. 

Mr.  Taylor.  If  you  put  a  wet  blanket  on  all  development  every- 
where, there  won't  be  any  increase. 
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The  Chairman.  I  want  to  get  to  the  naval  reserves  for  a  minute, 
and  if  you  do  not  care  to  express  an  opinion  on  it,  of  course,  it  ii 
perfectly  proper  for  you  not  to.  The  Navy  is  represented  here.  In 
your  opinion  is  the  man  in  the  naval  reserve,  operating  under  the 
placer  law  which  was  in  full  force  then  and  now,  and  operating 
under  the  same  withdrawal  order  which  was  then  very  much  in 
doubt  but  has  since  had  the  doubt  removed — is  he  entitled  to  any 
relief  by  Congress  more  so  than  one  outside  of  the  naval  reserve? 
and  if  so,  on  what  theory? 

Mr.  Kearfxjl.  I  think  he  is  entitled  to  the  same  relief-  I  think 
the  situation  is  precisely  the  same  whether  outside  or  inside.  Ther? 
is  no  difference. 

The  Chairman.  And  as  so  far  as  the  departmental  amendment  is 
concerned,  it  makes  no  difference  between  the  two.    Is  that  true? 

Mr.  Kearful.  That  is  true. 

The  Chairman.  That,  of  course,  is  not  in  keeping  with  the  amend- 
ment put  on  in  the  Senate,  which  specifically  eliminated  the  oil 
reserves. 

Mr.  Kearfui^  That  was  done,  as  I  understand  it,  as  a  matter  of 
expediency. 

The  Chairman.  And  for  which  neither  the  oil  men  nor  the  Navy 
Department  now  stand  committed.    Is  that  it? 

Mr.  Kearful.  The  Navy  Department,  as  I  understand  it,  had 
nothing  whatever  to  do  with  it. 

The  Chairman.  Wasn't  it  at  their  insistence  that  that  was  done? 

Mr.  Kearful.  Not  at  all.  They  had  nothing  whatever  to  do  with 
tliat. 

The  Chairman.  You  mean  the  incorporation  of  that  provision  in 
the  Senate  that  required  the  naval  reserves  to  be  eliminated,  wasn't 
that  done  at  their  instance? 

Mr.  Kearful.  Not  as  far  as  my  information  goes;  absolutely  not 

The  Chairman.  Have  you  looked  at  these  amendments,  Mr. 
Kearful,  embodied  in  this  so-called  confidential  print,  showing  in 
italics  suggested  tentative  amendments  for  the  oil  claimants,  for 
the  consideration  of  the  House  Public  Lands  Committee?  Have 
you  seen  that? 

Mr.  Kearful.  No. 

The  Chairman.  Were  you  here  the  day  that  Mr.  Bamett  of  Colo- 
rado submitted  for  the  record  the  tentative  amendments  to  HL  R 
8232,  that  they  hoped  to  have  adopted  ? 

Mr.  Kearful.  No  ;  I  was  not  here  then. 

The  Chairman.  I  will  not  inquire  of  you  about  that,  then.  I 
thought  perhaps  you  had  that  in  mind. 

Mr.  Lenroot.  Mr.  Kearful,  with  reference  to  the  charges  of  fraud 
against  the  Honolulu  Oil  Co.,  in  the  event  that  those  charges  are 
established,  under  the  Senate  bill  the  Honolulu  company  could  get 
no  relief,  could  it? 

Mr.  Kearful.  That  would  depend  upon  whether  the  Honolulu 
company  could  show  that  it  purchased  these  lands  without  actual 
knowleage  of  fraud. 

Mr.  Lenroot.  I  say,  if  you  established  your  charges  of  fraud 
against  the  late  Capt.  Matson,  who  was  an  officer  of  tne  company! 
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Mr.  Keari-^ul.  Well,  he  was  not  an  officer  of  the  company  at  the 
time.  He  formed  the  company  afterward.  The  company  was 
formed  in  April,  1910. 

Mr.  Lekroot.  It  was  formed  by  him? 

Mr.  Kearful.  It  was  formed  by  him. 

Mr.  Lenroot.  So  any  guilt  that  he  might  have,  of  course  you 
have  no  question  would  be  chargeable  to  the  Honolulu  company  f 

Mr.  Keartul.  I  think  so. 

Mr.  Lenroot.  Then  under  the  departmental  recommendation,  if 
the  charges  of  fraud  were  established,  no  relief  could  be  granted  in 
this  particular  case? 

Mr.  Kearfuij.  I  think  you  are  correct. 

Mr.  Lenroot.  Now  under  the  House  bill  there  has  heretofore 
passed  and  now  upon  the  calendar,  you  think  it  would  be  possible, 
with  the  proviso  in  section  12? 

Mr.  Kearful.  I  think  it  would,  yes. 

Mr.  Lenroot.  You  are  aware  that  the  language  in  that  bill  is — 
that  it  does  not  give  a  preferential  right  to  any  claimant  for  lease, 
but  is  wholly  within  the  discretion  of  the  Secretary  of  the  Interior 
whether  such  a  lease  shall  be  given  or  not?  That  is  my  recollection 
of  it,  Mr.  Kearful. 

Mr.  Kearful.  It  says  in  a  certain  event — 

The  Secretary  of  the  Interior  may,  within  his  discretion,  lease  on  such 
reasonable  terms  and  conditions  as  he  may  prescribe. 

Mr.  Lenroot.  Now  under  that  language,  Mr.  Kearful — and  I  am 
frank  to  say  that  in  view  of  the  way  things  have  developed  generally 
I  think  it  should  be  broadened — ^but  you  have  no  idea  that  the  Sec- 
retary of  the  Interior,  even  if  that  was  enacted  into  law,  in  the  exer- 
cise of  his  discretion  would  grant  leases  where  actual  fraud  was 
proven,  have  you? 

Mr.  Kearful.  Yes,  I  think  he  would. 

Mr.  Lenroot.  You  think  he  would? 

Mr.  Kearful.  Yes.  Not  where  actual  fraud  was  proven,  but 
where  charges  of  fraud  had  been  made  and  without  investigation. 

Mr.  Lenroot.  Well,  do  you  think  that  in  the  face  of  the  present 
proceedings,  for  instance  the  Honolulu  case,  where  you  say  now  the 
matter  has  been  reopened  before  the  register  upon  specific  charges 
of  fraud,  that  he  would  grant  a  lease  in  the  face  of  those  charges? 

Mr.  Kearful.  I  have  no  doubt  he  would. 

Mr.  Lenroot.  Well,  I  am  surprised  to  hear  that.  I  would  not 
think  so,  but  I  am  sure  I  can  speak  for  the  committee  that  this  com- 
mittee has  never  had  any  intention  of  granting  relief  to  any  fraudu- 
lent claimant;  and  I  am  sure  the  committee  at  all  times  has  been 
willing  to  guard  against  that  to  the  fullest  possible  degree. 

The  Chairman.  If ow  to  me  that  is  a  very  amazing  statement.  I 
think  that  ought  to  be  elaborated,  Mr  Kearful.  What  pounds  have 
you  for  such  a  statement  as  that?  It  is  the  most  amazing  statement 
ever  made  before  this  committee  since  I  have  sat  here. 

Mr.  La  Follette.  Mr.  Chairman,  right  in  that  connection  I  would 
like  to  call  Mr.  Kearfiil's  attention  to  the  fact  that  the  oil  men 
themselves  realize  that  that  would  hardly  be  a  fair  proposition,  and 
have  put  in  their  amendments  a  proviso  that  reads: 
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^And  proTided  further,  that  no  person  who  has  been  gniltj  ol 
fraud  in  the  location  of  such  oil  or  gas  bearing  lands  shall  be  ei* 
titled  to  the  benefits  of  this  section,  nor  shall  nis  assi^ee  or  SRe» 
cessor  in  interest  or  lessee  be  entitled  thereto  unless  he  affirmativdl 
choose  that  prior  to  the  passage  of  this  act  he  acquired  or  leased  sudi 
lands  in  good  faith  for  a  valuable  consideration,  and  without  actual 
knowledge  of  such  fraud." 

They  themselves  do  not  ask  anything  in  case  of  proof  of  fraud,  ani 
where  knowledge  exists. 

Mr.  Kearful.  Now  what  is  the  question? 

Mr.  La  Follette.  I  was  just  simply  calling  attention  to  the  fact 
that  the  oil  men  themselves  did  not  ask  for  that  which  you  thousU 
the  Secretary  would  grant. 

Mr.  E.  C.  Finney  (of  the  Interior  Department).  I  would  josl 
like  to  state,  Mr.  Chairman,  that  I  emphatically  deny  that  the  present 
Secretary  of  the  Interior  or  any  other  Secretary  of  the  Interior  would 
issue  a  lease  or  patent  to  anyone  who  has  been  proven  to  be  guilty 
of  fraud.  It  is  true  the  department  might  differ  from  others  as  to 
whether  fraud  has  been  committed  or  not.  When  as  the  result  of 
a  hearing  fraud  has  been  proven,  I  do  not  think  that  the  Secretary 
of  the  Interior  would  ffrant  any  lease  or  patent 

The  Chairman.  I  tliink  Mr.  Kearful  should  be  given  an  oppo^ 
tunity  to  elaborate  on  that. 

Mr.  Kearful.  It  was  not  my  statement  that  I  believed  the  Sec- 
retary of  the  Interior  would  srant  relief  in  case  fraud  has  been 
Eroven  or  established,  either  through  the  Interior  Department  or 
efore  a  court ;  but  it  was  that  he  would  grant  leases  where  charges 
of  fraud  had  been  made  and  without  an  investigation,  or  without 
a  hearing. 

Mr.  Lenroot.  That  was  your  statement? 

Mr.  KEARFuii.  Yes,  sir. 

Mr.  Lenroot.  You  stated  that  in  the  present  case,  in  the  face  of 
charges  which  you  have  made  against  the  Honolulu  company,  if  the 
House  provision  became  a  law,  in  your  opinion  Secretary  Lane^  with- 
out any  further  investigation  of  those  charges,  and  coming  to  any 
determination  in  them,  would  issue  these  leases.  Is  that  your 
opinion? 

Mr.  Kearful.  That  is  my  opinion. 

The  Chairman.  What  do  you  base  such  an  opinion  as  that  on? 

Mr.  KEARFuii.  I  base  that  upon  the  action  taKen  by  the  Secretary 
of  the  Interior  in  the  operating  agreements  which  he  has  made  imder 
the  act  of  August  25, 1914.  In  those  cases  charges  of  fraud  and  vio- 
lations of  the  withdrawal  order  were  made  by  special  agents  after 
investigations  by  the  Land  Office,  and  hearings  were  ordered  to  de- 
termine the  truth  of  the  charges  made  bv  the  special  agents.  Under 
authority  given  to  the  Secretary  to  make  an  arran^ment  for  con- 
tinued operation  and  to  conserve  the  property  pending  the  determi- 
nation of  the  title  between  the  Government  and  the  applicant,  con- 
tracts were  made  by  which  the  operator  retained  seven-eighths  of  all 
the  oil  and  gas  produced,  and  it  was  agreed  that  one-eighth  should 
be  accepted  by  the  United  States  in  full  compensation  for  trespass 
upon  these  lands,  in  the  event  that  the  patents  should  finally  be  de- 
nied.   Under  those  operative  agreements,  as  shown  in  the  memoran- 
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dum,  there  was  a  total  production  to  November  80, 1917,  of  $6,849,807. 
And  of  this  amount,  there  was  impounded  in  escrow  for  the  protec- 
tion of  the  Government  in  case  it  should  finally  be  decided  that  the 
land  belonged  to  the  Government,  $876,674.  Which  corresponds  to 
one-eighth  of  the  product  with  interest. 

In  round  numbers,  taking  a  given  system  of  operations  producing 
$8,000,000  gross,  under  the  receivership,  to  which  it  was  intended 
the  operating  agreements  should  conform,  there  would  be  impounded 
substantially  $7,000,000,  or  seven-eighths  for  the  protection  of  the 
Government  in  case  the  court  should  finally  decide  the  Government 
was  entitled  to  the  land ;  whereas,  under  these  operating  agreements 
there  would  be  impounded  in  round  numbers  about  $1,000,000,  or 
one-eighth  of  the  entire  production. 

There  are  eight  cases  in  Wyoming  in  which  there  are  adverse 
claimants,  and  for  the  protection  of  those  adverse  claimants  the  con- 
tracts require  that  the  net  production — ^that  is,  the  gross  production 
less  cost  of  production — should  be  secured.  In  five  of  the  cases  that 
is  secured  by  bond.  In  three  of  the  cases  there  was  an  agreement  to 
deduct  six  cents  per  barrel  to  cover  the  cost  of  production.  And 
under  these  agreements  the  amount  produced  to  November  30,  1917, 
was  $439,380,  and  the  amount  deposited  was  $441,452,  which  was  the 
net  production  and  the  interest  tnereon,  amounting  to  more  than  the 
gross. 

That  system  of  operating  agreements  entered  into  under  the  act 
of  1914,  in  cases  of  fraud  charged  by  the  special  agents  after  in- 
vestigation, and  cases  of  hearings  ordered  to  determine  those  charges 
of  fraud,  justifies  m^  statement  for  the  belief  that  under  the  provi- 
sion of  the  House  bill  the  same  thing  would  be  done. 

Mr.  Lbnroot.  Now,  let  me  see,  Mr.  Kearful.  You  make  no  dis- 
tinction between  a  temporary  permit  where  charges  of  fraud  may  be 
pending,  and  a  permanent  lease  where  charges  of  fraud  may  be 
pending. 

Mr.  Kearful.  I  make  no  substantial  distinction  because,  while 
these  permits  were  intended  to  be  temporary,  they  have  in  effect  be- 
come permanent,  because  of  failure  to  act  upon  the  application  for 
patent 

Mr.  Lenboot.  Yes,  and  will  you  say  to  the  committee  who  is  the 
most  responsible  for  that  failure,  the  Department  of  the  Interior  or 
the  Department  of  Justice?    Is  it  not  your  own  department? 

Mr.  KEARFUL.  It  certainly  is  not. 

Mr.  Lekroot.  Has  not  your  department  repeatedly  requested  the 
Department  of  the  Interior  not  to  act  upon  certain  applications  for 
patent! 

Mr.  Kearful.  On  the  contrary  that  department  has  repeatedly  and 
continuously  urged  the  Department  of  the  Interior  to  act  upon  these 
applications  for  natent. 

Mr.  Lenroot.  Now,  let's  see.  That  is  not  true  of  the  Honolulu 
case^  is  it? 

Mr.  Kearful.  That  was  a  particular  situation  in  which  the  Com- 
missioner, having  come  to  a  decision  upon  what  appeared  to  the  De- 
partment of  Justice  to  be  an  incomplete  and  insufficient  record 

Mr.  Lekroot  (interposing).  And  an  erroneous  view  of  the  law? 
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Mr.  Kearful.  And  an  erroneous  view  of  the  law,  the  position  of 
the  Department  of  Justice  was  that  a  hearing  should  be  had  to  ^ 
termine  the  facts,  not  that  there  should  be  any  delay  in  the  case. 

Mr.  Lenroot.  Didn't  the  department  repeatedly  request  the  setting 
aside  of  a  clear  listing  decision  in  order  that  they  might  litigate  tk 
matter  in  the  courts? 

Mr.  KjLARruL.  Not  precisely.  It  was  the  intention  to  apply  to  the 
courts  for  a  decision  on  the  matter,  but  it  was  also  the  position  of  the 
Department  of  Justice  that  a  hearing  should  be  had  in  the  Land 
Office. 

Mr.  Lenroot.  To  reopen  the  case? 

Mr.  Kearful.  And  that  the  court  decision  would  be  merely  ancil- 
lary to  that  pending  in  the  Land  Office. 

Mr.  Lenroot.  Wasn't  this  the  situation,  that  the  Department  of 
Justice  feared  that  it  could  not  get  into  the  courts  unless  they  could 
make  that  an  ancillary  proceeding;  but  was  not  the  real  purpose  to 
get  a  judicial  determination  from  the  courts  of  what  the  law  was,  in 
the  belief,  upon  the  part  of  the  department,  that  the  courts  would 
hold  a  view  contrary  to  that  the  department  held,  upon  questions  of 
law? 

Mr.  KearfuIj.  Upon  questions  of  law,  that  is  correct. 

Mr.  Lenroot.  Now  then,  that  being  so,  to  go  back  to  your  previois 
statement,  do  you  mean  to  say  then  that  the  department  was  urging 
the  Department  of  the  Interior  to  act  upon  other  applications  for 
patent,  where  the  same  view  of  the  law  of  the  department  would 
prevail,  which  the  department  claimed  was  erroneous? 

Mr.  Kearful,.  There  was  no  other  case  involving  the  same  view  of 
the  law  that  had  come  up,  and  the  Department  of  Justice  was  urging 
the  Department  of  the  Interior  to  act  speedily  in  all  cases,  including 
the  Honolulu  case;  but  in  that  case  that  there  should  be  a  hearing,  in 
order  to  more  fully  determine  the  facts. 

Mr.  Lenroot.  Mr.  Kearful,  didn't  the  Attorney  General  repeat- 
edly, in  the  various  letters  that  he  wrote,  state  that  the  reason  that 
he  asked  that  was  that  if  the  Interior  Department  should  grant  the;^ 
patents  and  establish  the  law  in  its  own  uepartment,  as  it  did  seek  to 
establish  it  in  the  Honolulu  case,  it  would  affect  a  very  large  number 
of  cases  adverse  to  the  Government,  in  the  view  of  the  Interior  De- 
partment ? 

Mr.  Kearful.  I  think  there  was  something  of  that  kind.  I  do  not 
remember  whether  it  was  stated  to  be  a  very  large  number,  but  per- 
haps that  is  so. 

Mr.  Lenroot.  I  think  it  is.  So  you  do  not  mean  to  say  then  that 
so  far  as  the  Department  of  the  Interior,  holding  what  you  claim  to 
be  an  erroneous  view  of  the  law,  that  you  were  asking  the  department 
to  apply  that  erroneous  view  of  the  law  to  other  cases? 

Mr.  Kearitji..  The  present  discussion  arose  with  reference  to  ques- 
tions of  fraud,  and  I  stated  that  the  Department  of  Justice  was 
urging  at  all  times  that  hearings  should  be  had  and  those  questions 
should  be  determined. 

Mr.  Lenroot.  On  fraud? 

Mr.  Kearful.  On  all  cases.  And  it  was  not  confined  to  questions 
of  fraud. 

Mr.  Lenroot.  Now,  again  referring  to  your  statement  that  the 
Secretary  would  issue  these  leases,  in  your  judgment,  if  he  had  the 
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discretion ;  and  differentiating  between  the  temporary  permit,  which 
is  only  to  hold  until  the  department  passes  upon  the  application  for 
patent,  had  you  taken  into  consideration  this  fact  that  while  there 
was  only  one-eighth  royalty  received  from  the  claimant,  that  in  the 
event  that  those  charges  were  sustained,  the  Government  would  re- 
ceive in  addition  to  the  one-eighth  royalty  the  producing  wells  them- 
selves, and  all  of  them,  after  all  the  money  had  been  expended  by 
the  claimants} 

Mr.  Kearful.  Yes,  that  is  true. 

Mr.  Lenroot.  Don't  you  think  that  makes  a  distinction  between 
exercising  a  discretion  in  the  case  as  a  temporary  permit  and  grant- 
ins  a  permanent  lease? 

Mr.  Kearful.  Yes;  but  it  is  perfectly  clear  and  understood  in  the 
Interior  Department  that  those  operating  agreements  shall  continue 
in  anticipation  of  a  general  relief  provision  which  will  permit  them 
to  be,  in  effect,  made  permanent 

Mr.  Lenroot  (interposing).  Now,  just  right  there 

Mr.  Kearful  (interposing).  Let  me  finish,  Mr.  Lenroot;  I  will 
ask  to  be  allowed  to  finish  the  answer — and  Mr.  Lenroot,  along  with 
the  chairman  of  this  committee,  was  a  member  of  a  subcommittee  at 
which  various  propositions  for  relief  provisions  were  submitted.  The 
Commissioner  of  the  General  Land  Office  submitted  a  provision  which 
was  intended  to  apply  to  all  cases  of  producing  wells,  and  it  was 
stated  by  him  to  be  applicable  to  all  cases  of  producing  wells,  irre- 
spective of  charges  of  fraud ;  that  it  was  his  intention  to  urge  a  relief 
provision  that  would  embrace  all  cases,  so  that  in  all  cases  leases 
might  be  made  upon  a  one-eighth  royalty ;  in  effect  making  perpetual 
the  operating  agreements  that  had  been  entered  into. 

Mr.  Lenroot.  I  do  not  care  to  pursue  that  further,  because  so  far 
as  these  charges  of  fraud  are  concerned,  I  am  going  to  assume  that 
the  committee  will  take  such  action  as  will  prevent  any  relief  being 
given  to  any  fraudulent  claimant.    I  do  think,  however 

The  Chairman.  Are  you  going  on  to  another  matter  now,  Mr. 
Lenroot? 

Mr.  Lenroot.  No;  I  want  to  go  into  this  a  little  further  for  an- 
other purpose,  but  while  I  do  not  think  it  is  material  so  far  as  the 
committee  is  concerned,  I  do  think  that  in  connection  with  this  mat- 
ter there  have  been  some  reflections  cast  upon  the  Department  of  the 
Laterior,  and  I  want  to  ask  Mr.  Kearful  a  few  questions  about  that. 

You  stated,  I  believe,  Mr.  Kearful,  that  there  was  certain  informa- 
tion suppressed  in  the  Department  of  the  Interior,  that  was  not  taken 
into  consideration,  in  clear  listing  the  Honolulu  case.  What  did  you 
mean  by  that? 

Mr.  KEARFuii.  I  meant  the  contracts  which  had  been  entered  into; 
the  affidavit  made  by  Matson  and  the  letters  which  were  sent. 

Mr.  Lenroot.  You  think  that  was  not  taken  into  consideration! 

Mr.  Kearful.  I  think  so. 

Mr.  Lenroot.  Now,  calling  your  attention  to  the  clear  listing  de- 
cision which  I  have  before  me,  is  it  not  true  that  Capt.  Matson  in 
stating  his  purpose  stated  expressly  the  existence  of  these  contracts, 
and  when  tney  were  made? 

Mr.  Kearful.  He  stated  the  existence  of  the  contracts,  but  did  not 
state  their  contents. 
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Mr.  Lenroot.  No  ;  I  understand.  You  think  that  the  departm^t, 
until  your  department  discovered  them,  gave  no  consideration  ifi 
these  contracts?    Is  that  your  belief? 

Mr.  Kearful.  I  would  not  undertake  to  say  that  that  is  a  fact 
but  I  judge  that  that  is  so,  from  the  subseguent  action  taken  upon 
that. 

Mr.  Lenroot.  Well,  now,  on  June  28, 1916,  in  response  to  a  request 
of  the  Attorney  General  that  the  clear  listing  decision  be  set  aside, 
the  Secretary  of  the  Interior  wrote — ^this  is  from  the  Commissioner 
of  the  General  Land  Office  report  to  the  Secretary  of  the  Interior, 
signed  by  Mr.  Tallman.  This  is  page  181  of  the  Senate  hearings  of 
1917,  going  over  the  matter  very  fully  and  affirming  his  previous 
views.  I  just  call  your  attention  to  this  now — ^you  know  of  that 
opinion,  of  course? 

Mr.  Ejsarful.  Yes;  I  know  about  that. 

Mr.  Lenroot.  I  want  to  call  this  language  to  your  attention  under 
that  opinion.  After  stating  in  a  general  way  the  informatioii  before 
him,  he  says: 

Capt  Matson*s  affidavit  presumably  sets  out  all  of  these  matters  in  as  mneh 
detail  as  is  possible  from  all  the  information  available  to  the  c<Hnpany.  Spedal 
Agent  Hamel  states  that  the  affidavit  appears  to  be  in  all  res^pects  substautialiy 
accurate,  and  also  that  he  was  given  the  privilege  of  making  a  personal  elim- 
ination of  all  the  books  and  records  of  the  company.  In  addition  to  this,  the 
special  agents  have  made  very  careful  investigations  of  all  other  available 
sources  of  information,  particularly  that  furnished  by  certain  persons  hereto- 
fore engaged  in  a  private  controversy  with  the  Honolulu  company  OTer  the  title 
to  these  lands. 

Don't  you  think  that  refers  to  this  Crandall  matter  I 

Mr.  Kearful.  I  think  it  does. 

Mr.  Lenroot.  So,  I  take  it,  you  would  want  to  correct  your  state- 
ment that  these  matters  were  not  considered  by  the  commissioner ! 

Mr.  Kearful.  No,  I  do  not  think  I  want  to  correct  that  statement, 
except  to  explain  to  this  extent,  that  the  affidavit  to  which  you  refer 
is  not  the  affidavit  to  which  I  referred.  It  is  a  different  affidavit 
The  affidavit  to  which  I  referred  was  the  one  made  in  the  controversy 
between  Crandall  and  Matson.  The  affidavit  to  which  the  commis^ 
sioner  referred  there  is  the  affidavit  made  in  support  to  the  appli- 
cations. The  reference  made  to  the  private  controversy  may  have 
referred  to  this  contest.  It  may  have  referred  to  a  local  suit  in  the 
courts  between  the  same  parties.  I  do  not  know  about  that.  I  judge 
that  these  matters  were  not  before  the  commissioner  for  several  rea- 
sons. I  think  I  will  state  them.  One  is  that  upon  the  matters  bein^ 
E resented  to  the  commissioner,  subseouently  a  hearing  was  ordered 
efore  the  register  and  receiver.  Before  that  he  had  not  consented 
to  order  a  hearing. 

Another  thing  is  that  when  the  matter  was  under  inquiry  in  the 
first  place  by  the  Attorney  General  at  the  instance  of  the  Secretary 
of  the  Navy,  what  was  supposed  to  be  the  documents  in  the  case 
were  sent  over  to  the  Department  of  Justice,  and  they  did  not  c<si- 
tain  these  matters. 

Mr.  Lenroot.  Well,  do  you  wish  us  to  infer  from  that,  that  the 
department  itself  was  suppressing  information  in  its  possessi<Mi  cob- 
ceming  this? 

Mr.  JvEARFUL.  I  am  stating  only  the  facts,  and  not  making  aav 
implications. 
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Mr.  Lbnboot.  Now  when  did  this  information  first  come  to  the 
Department  of  Justice  t 

Mr.  Keabful.  I  think  the  correspondence  there  shows. 

Mr.  Lemboot.  Does  it  show  when,  when  it  first  csime  there! 

Mr.  KEABFuii.  I  think  one  of  the  letters  states  that  it  was  trans- 
mitted. 

Mr.  Lenboot.  I  mean  the  charges  of  fraud,  these  new  charges  of 
fraud,  these  charges  of  fraud  now.  When  did  that  first  come  to  the 
knowledge  of  the  department?  I  don't  think  that  appears  in  the 
hearings. 

Mr.  KsABFuii.  Upon  my  visit  to  California  last  summer. 

Mr.  Lenboot.  At  no  time  had  you  prior  to  that  had  the  contract 
between  Capt.  Matson  and  Mr.  Crandall  ? 

Mr.  Keabful.  Weil,  it  may  have  been  in  the  possession  of  some  of 
the  men  out  in  California. 

Mr.  Lenboot.  But  you,  I  mean,  here? 

Mr.  Keabtuim    No. 

Mr.  Lenboot.  You  did  have  before  you  the  contract,  I  take  it, 
with  reference  to  the  development  of  the  800  acres? 

Mr.  Keabful.  No,  we  did  not  have  that.  I  tried  to  get  that  from 
the  attorney  for  the  Honolulu  company,  and  was  not  successful. 

Now,  I  want  to  state  in  connection  with  that,  that  after  the  Secre- 
tary had  set  aside  the  clear-listing  order,  a  mass  of  documents  which 
the  Department  of  Justice  had  not  before  seen,  were  sent  to  the 
Department  of  Justice — a  great  bundle — and  those  were  sent  out  to 
California  to  be  used  by  the  attorney  there  in  charge. 

Mr.  Elston.  They  were  sent  to  the  Department  of  Justice  by 
whom? 

Mr.  Keabful.  By  the  Interior  Department 

Mr.  Bakeb.  Which  had  not  been  sent  before? 

Mr.  Keabful.  They  had  not  been  sent  before. 
^  Mr.  Lenboot.  I  take  it  we  will  have  the  Department  of  the  Inte- 
rior here.    I  think  this  calls  upon  them  for  an  explanation,  by  Mr. 
Kearful's  statement,  because  I  think  it  concerns  a  matter  which  is 
original. 

The  Chaibman.  Are  you  going  to  pass  to  another  matter  now, 
Mr.  Lenroot? 

Mr.  Lenboot.  Tes. 

The  Chaibman.  May  I  ask  one  question  on  this  same  matter  here  ? 

Mr.  Kearful,  you  stated  that  you  based  your  opinion  that  the 
Secretary  of  the  Interior  would  grant  leases  where  cnarges  of  fraud 
were  pending  without  investigation,  on  the  fact  that  there  had  besn 
some  errors  or  wrongdoing  m  connection  with  the  administration 
of  the  so-called  temporary  relief  bill  of  1914.    Was  that  right  ? 

Mr.  Keabful.  I  did  not  say  anything  about  errors  or  wrong- 
doing, Mr.  Chairman.    I  simply  stated  the  facts. 

The  Chaibman.  Well,  what  is  it  about  the  administration  of  the 
law  of  1914,  the  temporary  relief  bill,  approved  August  24,  1914, 
wherein  you^  think  he  made  either  errors  in  judgment  or  errors  in 
the  law,  or  did  any  wrong  of  any  sort?    Will  you  state  that  again? 

Mr.  Keabful.  Do  you  want  me  to  $tate  what  he  did,  what  sort  of 
contracts  he  made  under  that  law  ? 
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The  Chairman.  I  wanted  to  ask  you  if  you  thought  he  erred  in 
discretion,  or  did  he  fail  to  comply  with  that  statute!  That  is  what 
I  am  trying  to  get. 

Mr.  Kearful.  The  statute,  as  I  understand  it 

The  Chaibman.  Is  it  your  opinion  that  he  made  contracts  that 
were  not  in  compliance  with  that  law  t 

Mr.  Kearful.  I  certainly  do. 

The  Chairman.  Now,  that  section  is  very  shorL  and  I  have  it 
before  me.  I  want  to  read  it,  and  I  want  you  to  tell  the  committee 
just  where  this  occurs;  just  wherein  he  departed  from  this  act,  and 
I  want  it  to  go  into  the  record  at  this  point.  This  is  an  amendment 
to  a  former  section,  so  I  will  only  read  section  2,  which  is  as  follows: 

That  where  applications  for  patents  have  been  or  may  hereafter  be  offered 
for  any  oil  or  gas  land  included  In  an  order  of  withdrawal  upon  which  oil  or 
gas  has  heretofore  been  discovered,  or  is  being  produced,  or  upon  which  drilling 
operations  were  In  actual  progress  on  October  3,  1910,  and  oil  or  gas  Is  there- 
after discovered  thereon,  and  where  there  has  been  no  final  determination  by 
the  Secretary  of  the  Interior  upon  such  applications  for  patents,  said  Secre- 
tary, in  his  discretion,  may  enter  into  agreements,  under  such  conditions  as  he 
may  prescribe  with  such  applicants  for  patents  in  possession  of  such  land,  or 
any  portions  thereof,  relative  to  the  disposition  of  the  oil  or  gas  produced 
therefrom  or  the  proceeds  thereof,  pending  final  determination  of  the  title 
thereto  by  the  Secretary  of  the  Interior,  or  such  other  disposition  of  the  same 
as  may  be  authorized  by  law.  Any  money  which  may  accrue  to  the  United 
States  under  the  provisions  of  this  act  from  lands  within  the  naval  petroleum 
reserves  shall  be  set  aside  for  the  needs  of  the  Navy  and  deposited  in  the 
Treasury  to  the  credit  of  a  fund  to  be  known  as  the  Navy  petroleum  fund, 
which  fund  shall  be  applied  to  the  needs  of  the  Navy  as  Obngress  may  from 
time  to  time  direct,  by  appropriation  or  otherwise. 

Now,  wherein  did  the  Secretary  of  the  Interior  depart  from  both 
the  letter  and  the  spirit  of  that  law ;  and  in  what  cases  and  in  what 
inlstances,  if  any,  has  he  so  acted? 

Mr.  Kjbarful.  I  understand  this  law  to  authorize  him  to  make 
agreements  which  would  permit  continuous  operation  of  the  prop- 
erties, and  enable  the  operators  to  dispose  of  the  proceeds,  pending 
the  determination  of  the  title,  whether  it  belonged  to  the  Govern- 
ment or  belonged  to  the  applicant.  It  is  for  the  protection  both  of 
the  Government  and  of  the  applicant,  so  that  in  the  event  it  sliould 
be  decided  in  favor  of  the  applicant  he  would  not  suflfer  loss,  and  in 
the  event,  it  should  be  decided  in  favor  of  the  Government,  the  Gov- 
ernment would  suffer  no  loss.  In  order  to  do  that,  there  was  only 
one  rule  that  could  be  followed,  and  that  rule  is  the  one  which  is  ap- 
plied by  courts  of  equity  in  cases  of  that  kind,  where  it  is  necessary 
to  conserve  the  property  and  continue  it  in  operation  pending  Uie 
decision  of  a  controversy  over  title. 

The  Chairman.  You  mean  the  entire  output  of  the  well  ? 

Mr.  KEARruL.  I  mean  the  entire  output  less  the  cost  of  production, 
which  would  be  the  net  production. 

The  Chairman.  Now,  is  there  anything  in  that  section  2^  or  that 
entire  act,  which  I  have  just  read,  that  makes  any  such  requirements 
as  that? 

Mr.  Kearfui*  I  think  it  is  a  necessary  implication,  as  otherwise  a 
loss  would  result  to  the  Government  in  case  it  was  decided  that  tiie 
operator  had  no  title.  Unless  the  proceeds  of  the  operations  are 
secured  during  the  pendency  of  the  proceedings,  in  case  the  decision 
goes  against  the  applicant  the  Government  loses  that  which  has  not 
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been  secured.  And  that  principle  was  recognized  where  there  were 
adverse  claimants. 

The  Chairman.  Now  let  us  stick  right  to  this  act.  What  is  there 
in  this  act  which  gives  the  Secretary  of  the  Interior  discretion  to 
make  working  agreements  and  to  carry  on  this  work — ^what  is  there 
in  that  act  that  requires  him  to  adopt  the  view  that  you  now  advance, 
that  he  should  have  retained  every  bit  of  that  oil,  aside  from  a  suf- 
ficient amount  to  operate  the  property  ? 

Mr.  Keakful.  The  necessity  for  the  protection  of  the  Govern- 
ment interests,  which  was  fully  recognized  in  the  report  of  the 
committee,  and  which  was  also  stated  by  the  Secretary  as  the  pur- 
pose of  the  act  and  upon  which  the  committee  made  its  report. 

The  Chairman.  Is  there  anything  in  th(;  report  of  the  committee 
or  anything  in  the  report  of  the  Secretary,  or  anything  in  the  debates 
in  the  House,  or  anything  anywhere  to  ♦istablish  such  a  contention 
as  that  ? 

Mr.  Kearfdl.  I  read  it  to  you  yesterday  from  the  report  of  the 
committee  and  from  the  report  of  the  Secretary  to  the  committee. 

The  Chairman.  The  report  of  what  committee? 

Mr.  Kearful.  The  report  of  the  Public  Lands  Committee  of  the 
House,  which  presented  the  bill. 

The  Chairman.  Well,  where  is  that?    Is  that  in  the  record? 

Mr.  Elston.  Yes. 

Tht  Chairman.  Will  you  read  it  again,  Mr.  Kearful. 

Mr.  Kearful,  The  committee  said : 

The  object  of  the  biU  Is  to  enable  persons  who  have  made  appUcations  for 
patent 

The  Chairman  (interposing).    What  are  your  reading  from? 

Mr.  Kearful.  I  am  reading  from  report  No.  814,  sixty-third  Con- 
gress, second  session. 

The  Chairman.  On  the  temporary  relief  bill  reported  from  this 
committee  ? 

Mr.  Kearfuij.  August  25,  1914: 

The  object  of  the  blU  is  to  enable  persons  who  have  made  appUcations  for 
patents  for  lands  on  which  oil  has  been  discovered  to  make  arrangements  with 
the  Secretary  of  the  Interior  in  reference  to  the  disposition  of  the  oil  during 
the  time  when  their  right  to  patent  is  yet  undetermined. 

The  Chairman.  That  says  "disposition"  of  it.     It  doesn't  say 
"  retention." 
Mr.  Kearful  (reading) : 

This  plan  will  work  a  hardship  on  no  one,  for  if  a  patent  is  finally  granted 
the  oil  raay  be  returned  to  the  owner  of  the  land.  If  the  patent  is  denied,  the 
Government  has  lost  nothing  by  reason  of  the  fact  that  the  well  has  been 
operated  during  the  interim,  it  having  guaranteed  itself  against  loss  through 
the  arrangement  of  the  Secretary  of  the  Interior  and  the  oil  operator. 

Then  frt  the  end  of  the  report  it  is  stated : 

The  bill,  as  will  be  observed,  does  not  part  with  title  to  a  foot  of  land  or 
to  any  oil  or  gas  of  the  United  States,  but  merely  authorizes  a  continuance 
of  operations  to  prevent  decay,  waste,  destruction  by  water  breaking  In,  and 
other  disasters  coming  from  the  nonuse  of  oil  machinery  and  oil  develop- 
ment. 

The  Chairman.  Well,  what  is  there  about  that  even,  Mr.  Kearful, 
that  would  lead  you  to  believe  that  the  Secretary  of  the  Interior — 
that  it  became  his  duty  to  impound  all  of  that  oil  ? 
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Mr.  KxABFui*.  I  think  that  there  can  be  no  escape  from  the  con- 
clusion that  it  was  his  duty.  He  himself  in  recommenduig  the 
measure  wliich  is  set  out  in  the  report  of  the  committee  says  that 
this  measure  '^  would  permit  of  the  operation  of  oil  and  gas  wells 
and  take  care  of  the  proceeds  pending  the  final  adjudication  of  the 
claims  by  the  department.^'  I  understand  that  ^  taking  care  of  the 
proceeds  "  means  that  which  was  expressed  in  the  language  of  Sen- 
ator Pittman  afterwards  in  discussing  the  bill,  in  which  he  said : 

I  think,  as  a  temporary  expedient,  that  it  serves  exactly  the  purposes  of 
a  receiver;  that  pending  the  determination  of  title  as  to  wliether  the  Govera- 
meut  owns  it  or  the  claimant  owns  it,  that  it  shall  be  operated  as  it  would  be 
under  a  receiver. 

I  want  also  to  refer  to  the  report  of  the  Commissioner  of  the  Gen- 
eral Land  Office  for  the  fiscal  year  ending  June  80,  1917,  in  which 
he  says,  in  reference  to  these  operating  agreements,  on  page  7 : 

As  soon  OS  the  Government  began  actively  to  press  these  cases,  operators  who 
were  producing  oil  from  the  lands  found  it  difficult  to  sell  same  because  the 
purchasing  concerns  refused  to  incur  any  liability  for  damages  which  imght 
result  from  having  purchnse<l  oil  taken  in  trespass.  Consequently  Ck>ngres3,  by 
the  act  of  August  25,  1914,  authorized  the  Secretary  of  the  Interior  to  enter  into 
agreements  whereby  the  productions  could  go  on  pending  determination  of  the 
right  to  title.  Under  this  act  security  is  given,  or  a  certain  portion  of  the  pro- 
ceeds of  the  oil  is  impounded,  to  satisfy  any  claims  of  the  GoYenunent. 

The  Chairman.  Might  I  read  here  just  a  word  from  the  debates, 
which  seems  to  also  state  it,  as  I  think  the  committee  understood  it: 

Mr.  Raker.  Why,  the  matter  was  thrashed  out  thoroughly  before  the  com- 
mittee. The  officers  of  the  Secretary  of  the  Interior  were  present,  and  from  th« 
statement  of  the  gentlemen  from  California  who  were  here  when  the  legisla- 
tion was  under  consideration,  it  was  understood  that  the  condition  was  such 
that  these  men  could  not  now  sell  their  oil  because 

Mr.  MoNDELL.  I  understand  those  conditions. 

Mr.  Rakeb.  But  on  that  very  proposition;  and  that  the  Secretary  of  the  In- 
terior, under  this  bill,  would  retain  what  would  be  a  fair  royalty  in  proportion 
to  the  amount  of  money  that  had  been  expended,  and  holding  that  until  a  final 
determination  was  made.  Then,  If  the  Government  wins,  it  takes  that  propor- 
tion of  the  oil,  and  it  goes  into  that  fund,  and  if  it  is  not  In  these  two  reserves, 
goes  into  the  fund  provided  for  by  law. 

Mr.  MoNDELL.  This  is  an  important  matter,  and  I  will  say  to  my  friends  fron 
California  that  two  different  people  have  written  me  in  regard  to  it,  askiDf 
me  the  same  question — as  to  what  portion  of  the  receipts  the  Secretary  is  to  Im- 
pound. So  the  doubt  does  arise  in  the  mind  of  one  reading  the  bill  whether 
it  was  anticipated  under  any  circumstances  that  the  Secretary  could  ImpooDi^ 
the  entire  receipts  of  a  well  and  hold  them,  provided  the  case  was  afcaiost  the 
entryman.    That  would  be  a  gross  injustice. 

Mr.  Raker.  It  was  intended  that  he  could  not  do  it. 

Mr.  Febsis.  I  think  there  is  no  question  he  has  the  power  to  do  lt«  and  I 
think  there  is  no  question  but  that  he  ought  to  have  the  power  to  do  It,  bat  I 
do  not  think  he  has  any  intention  of  doing  it. 

Mr.  Mondeix.  Then  you  think  he  could  retain  the  entire  surplus? 

Mr.  Ferris.  I  do  not  think  there  is  any  question  about  it;  and  even  »\  it 
would  be  better  than  it  is  now.  The  gentleman  was  the  chairman  of  tlie  «*»- 
mittee  and  knows  about  these  things,  and  I  think  the  judgment  of  the  commi* 
sioner  ought  to  be  considered  sufficient,  and  it  read  to  me  as  If  it  were  saflirten:. 
But  the  Land  Department  does  not  so  hold.  These  gentlemeu  have  coora^Kooi^ 
spent  their  money  in  the  oil  wells  of  the  West.  They  are  tied  up  and  they  wlK 
be  ruined  unless  you  do  something  for  them.  This  bill  makes  a  working  a^ 
rnngement  where  the  Secretary  of  the  Interior  can  preserve  the  rights  of  tbf 
Fe<leral  Government  and  permit  them  to  go  forward 

Mr.  MoNDELL.  I  am  in  accord  with  the  gentleman.  I  simply  wanted  It  to  t* 
understood  that  the  Interpretation  of  the  committee  was  that  there  was  to  I* 
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impounded  an  amoiint  tliut  would  be  eqnlval«3t  to  a  fair  royalty  in  these  cases. 
I  only  wish  I  could  prevail  on  the  House  to  accept  an  amendment  that  would 
make  it  clear  that  only  a  fair  royalty  could  be  retained. 

Now  I  want  to  ask  you  a  word  about  that.  Isn't  it  in  truth  and  in 
fact  that  the  only  difference  between  you  and  the  Interior  Depart- 
ment is  that  they  thought  if  they  preserved  an  eighth  or  the  equiva- 
lent of  an  eighth  they  were  preserving  all  that  the  Government  had 
a  right  to  preserve,  and  it  is  your  opinion  that  they  ought  to  preserve 
it  all?  I^'t  that  the  real  difference  between  the  two  departments? 
Mr.  Kearful.  It  was  not  our  opinion  that  they  ought  to  con- 
serve all. 
The  Chairman.  What  was  your  opinion? 

Mr.  Ejearful.  Our  opinion  was  that  they  ought  to  conserve  the  net 
proceeds,  which  would  be  all  less  the  cost  of  production. 

The  Chairman.  Well,  let  us  put  it  that  way,  then.  Your  thought 
was  that  these  men  operating  under  an  order,  the  validity  of  which 
was  in  very  great  doubt,  and  had  discovered  oil,  could  not  sell  their 
oil  because  the  pipe  lines  would  not  receive  it;  and  your  position  is 
that  the  Interior  Department — ^that  it  would  have  been  its  duty  to 
have  impounded  every  penny's  worth  of  the  oil  excepting  barely 
operating  expenses,  and  brought  these  men  all  into  bankruptcy  and 
the  disaster  that  would  follow?  Is  that  your  position? 
Mr.  Kearful.  That  is  not  our  positicm. 
The  Chairman.  Well,  now,  what  is  it  ? 

Mr.  KearfuIi.  Our  position  was,  as  I  stated  awhile  ago,  that 
where  charges  of  fraud  had  been  made,  after  investigation  by  spe- 
cial agents  of  the  Land  Office,  and  upon  those  charges  of  fraud  hear- 
ings had  been  directed  by  the  Commissioner  of  the  General  Land 
Office,  that  it  was  improper  and  not  within  the  intention  of  this  act 
that  a  contract  should  be  entered  into  whereby  in  the  event  it  should 
finally  be  determined  that  those  charges  of  fraud  were  sustained,  that 
the  operator  should  have  seven-eighths  of  the  fruits  of  the  fraud. 

The  Chairman.  Now  just  how  many  cases  of  the  56  that  are  pend- 
ing have  you  charged  fraud  in?    In  everyone  of  them? 

Mr.  Kearfui^.  Well,  those  are  different  cases  from  the  55.  The 
55  are  suits.  These  are  not  in  suit  at  all.  There  couldn't  be  a  suit 
where  there  was  an  application  for  patent  and  an  operating  agree- 
ment under  the  act  of  1914. 

The  Chairman.  What  interest  in  the  cases  has  the  Department  of 
Justice  at  all  if  there  are  no  suits  pending?  Just  where  does  your 
department  come  in  on  that  phase  of  it?  1  thought  these  were  cases 
in  which  suits  were  brought. 

Mr.  KEARFtn,.  The  department  comes  in  in  this  way:  In  the  re- 
ceivership cases,  it  was  contended  by  the  defendants  that  the  court 
oug'ht  not  to  impound  all  of  the  net  proceeds  after  the  production, 
according  to  the  usual  rule  of  equity,  but  only  one-eimth  as  the 
Secretary  was  doing,  and  should  follow  the  liberal  rule  which  in 
similar  classes  of  cases  had  been  e^ablished  by  the  Secretary.  That 
was  the  subject  of  very  considerable  embarrassment  to  the  Depart- 
ment of  Justice,  and  was  the  occasion  of  very  harsh  and  unjust  criti- 
cism of  the  department,  because  the  department  saw  fit  to  insist 
apon  the  rule  of  equity  that  is  recognized"  by  every  court  as  the 
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proper  rule  for  conserving  property  of  this  kind  pending  final  de 
termination. 

The  Chairman.  Now,  do  I  understand  you  correctly  in  saying  that 
in  these  working  agreements  made  by  the  Interior  Department  in 
no  cases  has  the  Department  of  Justice  brought  any  suits  against 
those,  and  that  it  would  be  improper  to  make  working  agreements 
with  suits  pending?    Am  I  right  about  that! 

Mr.  Keabfxtl.  Yes,  sir. 

The  Chairman.  Now  in  the  receivership  cases,  the  receivers  under 
your  insistence  have  impounded  all  the  oil? 

Mr.  Kearful.  The  net. 

The  Chairman.  All  but  operating  expenses? 

Mr.  Keartul.  Yes. 

The  Chairman.  And  in  those  cases,  either  the  money  or  the  oil  is 
now  being  held  where  receivership  has  been  brought  about? 

Mr,  KjSlrful.  Yes. 

The  Chairman.  And  it  is  only  in  these  cases  where  the  Depart- 
ment of  Justice  has  not  as  yet  seen  fit  to  bring  suit  of  any  sort 

Mr.  Kjearful  (interposing).  Where  they  can  not  bring  suit 

The  Chairman.  Where  these  working  agreements  have  been  made, 
where  they  can't  bring  suit  because  they  are  pending  in  the  Land 
Department? 

Mr.  Kearful.  Because  they  are  pending  in  the  Land  Department, 
and  the  operating  agreement  prevents  suit. 

The  Chairman.  Well,  you  could  have  brought  suit  up  to  the  time 
the  operating  agreement  was  made,  couldn't  you,  if  there  was  an? 
fraud  or  malfeasance? 

Mr.  Kearful.  That  was  before  the  decision  of  the  Supreme  Court 
holding  the  withdrawal  order  valid. 

The  Chairman.  But  all  of  these  suits  were  brought  before  tha  de- 
cision of  the  Supreme  Court  was  made  final. 

Mr.  Kearful.  No  ;  most  of  them  were  brought  afterwards. 

The  Chairman.  How  many  of  them  were  brought  afterwards? 

Mr.  Kearful.  Well,  I  have  the  dates  of  all  of  them  here.  All  biu 
four  suits  were  brought  afterwards. 

The  CiiAHiMAN.  Do  you  know  of  any  other  wrong  that  Secretary 
Lane  and  the  Interior  Department  has  done  other  than  to  retain  ac 
eighth  royalty?  Do  you  know  of  any  other  mistakes  or  errors  or 
wrongs,  as  you  care  to  put  it  ? 

Mr.  Kearful.  I  am  not  charging  them  with  mistakes  or  errors  or 
wrongs.    I  am  only  stating  the  facts. 

The  Chairman.  But  what  you  stated  amounted  to  a  good  deal 
more  that  to  say  that,  so  we  may  as  well  take  things  as  we  nnd  them- 

In  what  cases  has  the  Secretary  of  the  Interior  entered  into  work- 
ing agreements  where  you  now  contend  that  it  was  wrong,  either  in 
judgment  or  law,  or  a  departure  from  the  law,  or  an  error  of  judg- 
ment ? 

Mr.  Kearful.  Well,  I  have  a  list  of  them  here. 

The  Chairman.  I  wish  you  would  read  them  into  the  record.  Are 
they  all  just  alike? 

Mr.  Kearfulw  No;  some  of  them  have  slightly  different  charges. 
Some  charge  dunrniy,  and  some  charge  both  dummy  and  violation 
of  withdrawal. 
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The  Chairman.  I  wish  you  would  read  them  and  state  after  each 
one  what  the  charge  is.    Whose  charges  are  these  of  fraud  ? 

Mr.  Keartul.  By  the  agents  of  the  Land  OflBce. 

The  Chaibman.  The  agents  of  the  Interior  Department? 

Mr.  Kearful.  Yes. 

The  Chairman.  And  who  are  the  agents  of  the  Interior  Depart- 
ment that  made  thess  findings?    Do  you  have  their  names? 

Mr.  Kearful.  No,  sir.  I  do  not  have  their  names.  I  am  not  con- 
cerned with  the  individual. 

Mr.  Elston.  These  are  not  truths. 

The  Chairman.  Yes,  I  know.  He  also  stated  that  they  were  under 
charges  of  dummy  or  fraud. 

(Mr.  Kearful  procee»led  to  read  the  list.) 

The  Chairman.  How  many  of  those  cases  have  you,  Mr  Kearful, 
all  told?    Does  it  comprise  all  those  sheets? 

Mr.  Kearful.  That  is  nearly  all  in  California,  and  there  are  a 
large  number  in  Wyoming. 

Mr.  Lenroot.  I  think  we  had  better  put  it  all  in  the  record. 

The  Chairman.  What  do  those  columns  show  ? 

Mr.  Kearful.  They  show  the  number  of  the  application,  the  name 
of  the  applicant,  and  the  date  of  the  application,  a  description  of 
the  land,  the  date  of  the  contract,  the  date  and  character  of  the 
field  report,  and  the  present  status  of  the  application  for  patent  as 
of  February  1, 1918. 

The  Chairman.  Without  objection  we  will  put  it  all  in  the  record 
at  this  point. 

(The  paper  referred  to  follows:) 

Contracts  under  the  act  of  Aug.  25,  1914  {S8  Stat,,  708). 

WYOIONO. 


Serial  numbor. 


Douglas  08340 
Douglas  05088 

Douglas  00004 
Douglas  06005 

Douglas  00007 

Doi2glas  06008 

Douglas  06006 

Douglas  06009 

Douglas  06000 

Douglas  06010 

Douglas  06014 

Douglas  06016 

Douglas  06016 

Douglas  06017 

Douglas  06018 

Douglas  06018 

Douglas  06010 


Applicant  for  patent. 


Petroleum    Maatschappij 

Salt  Creelr. 
lildwest  OU  Co.  et  al 


do 

do 

do 

do 

do : 

At% 

do 

....  .do. ....... 

do 

do... 

do 

do 

do 

. ....do..... . . ■ 

do 

do 

do 

.....do 

do 

. . ..  .do.... . .. . 

do 

do 

do 

do 

do 

do 

do 

do 

do 

do 

Date  of  patent 
application. 


June  28,1000 
May  11,1012 


Description  of  land  embraced 
In  contract. 


S£. },  sec.  23,  T.  40  N.,  R.  70  W. 

SWJ  NW.J.and  W.  7  acrpnof 

8£. }  NW.  i,  sec.  2,  T.  30  N., 

R.  70W. 
SE.  J,  sec.  26,  T.  40  N.,  R.  70  W. 
8W.  i,  sec.  26,  T.  40  N.,R.  70 

W. 
NE.  i  NE.  \,  sec.  27,  T.  40  N., 

R.70W. 
W.  i  NW.  i,  sec.  26»  T.  40  N., 

R.70W. 
E.  i  NW.  },  sec.  26,  T.  40  N., 

R.70W. 
W.  i  NE.  J,  sec.  26,  T.  40  N., 

R.  70  W. 
E.  i  NE.  \,  sec.  20,  T.  40  N., 

R.70W. 
NW.  *  NW.  I,  sec.  25,  T.  40  N., 

R.70W.0 
W.  i  SW.  },  sec.  24,  T.  40  N., 

R.  70  W. 
NE.  J  SW.  J,  sec.  23,  T.  40  N., 

R  70  W. 
N.  i  SE.  i,  sec.  22,  T.  4  N., 

R.  70  W. 
SE.  }  NE.  i,  sec.  22,  T.  40  N., 

R.70W. 
W.  h  NW.  J,  sec.  23,  T.  40  N., 

R.70W. 
£.  i  NW.  i,  see.  23,  T.  40  N., 

R.  70  W. 
W.  i  NE.  i,  sec.  23,  T.  40  N., 

R.  TOW. 


Date  of 
contract. 


Apr.  2,1015 

Oct.  2,1015 

Mar.  0,1015 
Do. 

Aug.  1,1016 

Mar.  9,1015 

July  0,1015 

Mar.  0,1015 

July  6,1015 

Aug.  1,1016 

Jan.  22,1010 

Aug.  1,1016 

Jan.  21,  mo 

Aug.  1,1016 

Mar.  0,1015 

July  6,1015 

Mar.  0,1015 
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CantraoU  under  the  act  of  Aug,  25,  19H  (58  8tai,,  708)— CJoBtlnuecL 

WTOHINO—Contbined. 


SerUl  number. 


Douglas  06019 
Dongtas  00020 
Douglas  06240 
Douglas  08573 
Douglas  08573 


Douglas 
Douglas 
Douglas 
Douglas 
Douglas 
Douglas 
Douglas 


06034 
08635 
08704 
08729 
08752 
08796 
05988 


Douglas  05901 
Douglas  05908 
Douglas  06007* 


Applicant  for  patent. 


Midwest  Oil  Ca  at  al. 
....do 


Fred  D.  Hanunond  and 

Elmer  Churuh. 
Midwest  OU  Co.  et  al 


.do. 


H.E.  Stock  etal 

Midwest  OU  Co.  et  al. 

•  •  •  •  b^AU*  •■■«•■■•••*■■■« 

do 


.do. 
.do. 


.do. 


Date  of  patent 
application. 


May  11,1912 
do 


June  25.1016 
Oct.  16,1015 
do 


Not.    4,1015 

Not.  20.1015 
Dec.  3, 1915 
Dec.  11.1915 
Dec.  27.1915 
May   11,1912 


.do. 
.do. 
.do. 


Description  of  land  embraced 
in  contract. 


E.J  NE.  I 
K.  79  W. 


i.  sec.  ».  T.  40  N.. 


W.  i  NW.  {.sac  24,  T.  40  N.. 

R.79W. 
8  W.  J,  sec.  27,  T.  40  N.,  R.  7i  W. 

NE.  i,  sec.  14.  T.  40  N.,  R.  79 

W. 
6W.  i  NE.  i.  sec.  14.  T.  40  N., 

R.79W. 
BW. }.  sec.  2.  T.  30  N.,  R.  79  W. 
BE.  i,  sec.  2,  T.  30  N..  R.  79  W. 
BE.  I.  sec.  14.  T.  40N..  R.  79  W. 
B  W.  J,  sec.  14,  T.  40  N.,R.  79  W. 
NW.|.85C.14,T.40N..R.79W, 
BE.  i.  aec.  15.  T.  40  N..R.7D  W. 
Lots  3  and  4,  and  BE.  i  NW.  i, 

less  231  ft.  off  BE.  )  NW.  |, 

sec.  2,  T.  39N..R.79  W. 
Lots  1  and  2,  and  8.  4  NE.  }. 

sec.  2,  T.  39  N..  R.  79  W. 
NW.*,  sec.  35.  T.  40  N.,  R. 

79  w. 
NE.J.  sec.  27,  T.  40  N.,  R. 

79  W. 


Date  of 
coDtract. 


July  6,  I8U 

Jan.  21,1911 

Mar  7,1«H 

Oct.  1,1917 

Aug.  I,lfl6 

Mar.     0,19m 

I>o. 
Oct.      1, 1917 

Do. 

Do. 

Do. 
June  29,19U 

Do. 

Oct.      1,1917 
Sept.  14.1917 


Serial  number. 


Douglas  03249 

Douglas  06968 

Douglas  06004 

Douglas  06005 
Douglas  06007 

Douglas  06008 

Douglas  06008 
Douglas  06000 
Douglas  06009 
Douglas  06010 

Douglas  06014 
Douglas  06015 
Douglas  06016 
Douglas  06017 
Douglas  06018 
Douelas  06018 
Dougiis  06019 
Douglas  06019 
Douglas  06000 

Douglas  06346 

Douglas  06573 

Douglas  06573 
Douglas  08634 
Douglas  08635 
Douglas  08704 

Douglas  06729 
Douglas  08752 
Douglas  06796 
Douglas  05088 

Donglas  06991 
Douglas  05096 


Applicant  for  patent. 


Petroleiun    Maatschapp^ 

Salt  CreeV. 
Midwest  Oil  Co.  et  al 


.do. 

.do. 
.do. 

.do. 

.do. 
.do. 
.do. 
.do. 

.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 
.do. 


Fred  D.  Hammond 

Elmer  Church. 
Midwest  Oil  Co.  etal. 


and 


do 

H.  B.  Stock  et  al 

.....do..  ••..••.. 

Midwest  on  Co.  etal, 


.do. 
.do. 
.do. 
.do. 

.do. 
.do. 


Douglas  06007* do 


Date  and  char 

acter  of  field 

report. 


July  33, 19131 
July  21,1917 
July  23,1917 


.do. 
.do. 

.do. 

.do. 
.do. 
.do. 
.do. 


....do 

July  24,1917 
July  23,1917 

do 

July  34,1917 

.....do 

....do 

....do 

July  25,1917 

Aug.  30,1917 

Aug.  14,1917 


....do 

May  33,1917 

.....do... 

July  .33, 1917 

July  35,1917 
July  33,1917 

.....do... 

July  31,1917 


do 

July  33,1917 


Tnuat  status  of  appileation  for  patent,  as  sf 
Feb.  1, 191& 


.do. 


Pending  hearing  on  protest  Midwast  Ofl  Ca 

United  States  Intervenor. 
Pending  aoekm  on  report  and  supplemental 

patent  application,  nled  Nov.  5,  1917. 
Pending  action  on  report  and  supplemental 
patent  applioation. 
Do. 
Awaiting  action  on  adYerae  suit  In  local 

courts. 
Pending  action  on  report  and  sni^Iemental 
patent  application. 
Do. 
Do. 
Do. 
Awaiting  action  on  adYetse  nit  In  local 
ooorts. 
Do. 
Do. 
Do. 
Do. 
General  Land  O0oe  action  onreporL 
Do. 
Do. 
Do. 
Awaiting  action  on  adrersa  salt  in  local 

courts. 
Oeneral  Land  Office  action  on  ninrt. 

Awaiting  action  on  advcrsa  mit  in  local 
courts. 
Do. 
Oeneral  Land  Offlos  aetlon  on  report. 

Do. 
Awaiting  aetlon  on  advenM  suit  in  bod 
courts. 
Do. 
Do. 
Do. 
Pending  action  on  report  and  sapplcmcnta 
appllartlon  for  patent. 
Do. 
Awaiting  aetlon  on  adrwn  suit  fai  toesl 
courts. 
Do. 


1  Adverse* 
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Contracts  under  the  ad  of  Aug.  25,  19H  (S8  Stat,  708)— Oontinned. 

WYOMING-GaitlBiMd. 


Serial  number. 


Douglas  01)249 

t  >  .  Douglas  05088 
Donates  06004 

'.(L  Douglas  0*005 
Douglas  03007 
Douglas  06008 
Douglas  03008 
:  Douglas  OS009 
Douglas  06009 
Douglas  00010 

^  Douglas  00014 
Douglas  06015 
Douglas  OOOtO 
Douglas  00017 
Douglas  03018 
:  Doughs  03018 
Douglas  06019 
Douel-^s  06019 
Douglas  06020 
Douglas  08246 
Douglas  0S573 
Douglas  0S573 

/  Douglas  08634 
Douglas  0S635 

:^  Douglas  08704 
Douglas  08729 

.^  Douglas  0S752 
Douglas  0<$796 
Douglas  05088 

^  Douglas  05991 
Douglas  05998 

.«    Douglas  03007^ 


Applicant  for  patent. 


Petrolenm  MaatsdupptJ  Salt  Creek. . . . 

Midwest  Oil  Co.  etal.... 

....do 

....do 

....do 

....do 

....do 

....do 

....do 

....do 

....do 

....do. 

....do 

....do 

....do 

....do 

....do 

....do 

....do.. 

Fred  D.  Hammond  and  Elmer  Churdi. 

Midwest  OU  Co.  et  aL 

....do 

H.E.  Stock  etal 

.....do....... 

Midwest  Oil  Co.  etal 

....do. 

....do 


.do., 
.do., 
.do., 
.do., 
.do.. 


FtodostlQD  t»  Nov.  90,  mi. 


Barrels. 


1,050,364.00 

199,296.00 

092,665.00 

1,096,018.00 

8,168.00 

74,859.00 

110,110.00 

1,003,090.00 

234,133.00 

25,916.00 

5,070.00 

4,387.00 

500,505.00 

22,937.00 

189,010.00 

12,021.00 

229,088.00 

110,143.00 

74,375.00 

20,006.00 

1,428.00 

27,743.00 

34.589.00 

519.00 


Value. 


31,049,802.23 

152,079.35 

517,573.86 

737,568.10 

0,298.04 

57,541.96 

71,919.96 

792,206.12 

174,947.98 

20,570.68 

3,819.66 

3,253.02 

817,231.65 

20,384.10 

125,761.66 

0,9(y^..'V5 

170,59.^63 

85,673.09 

46,26(t.70 

20,197.59 

1.669. 44 

21,524.49 

28,704.00 


579.70 


—       V- 


3134,497.40 

10,450.08 

67,3.U.14 

05,487.73 

15,807.90 

8,  .306. 40 

9,206*41 

101,459.70 

22,2898.7 

119,095.79 

«  2, 568. 88 

s  2,989.80 

1 324,903.05 

U9,007.88 

19,866.19 

800.84 

21,705.15 

10,894.27 

M7,289.83 

2,581.54 

•208.  Og 

U9,850.91 

3,657.30 


72.53 


CALIFORNIA. 


Serial  number. 


Visalia 
Visalla 
Visalia 
Visalia 
Visalia 

Visalia 
Visalia 
Visalia 

Visalia 
VJsaUa 


01635 
01810 
02201 
02201 
02800 

02800 
02860 
08143 

03143 
03140 


Applicant  for  patent. 


W.  K.OUCO. 


Chanslor-CanfleM  Midway 

Oil  Co. 
£.  D.  Burge  and  Chanslor- 

Canfield  Midway  Oil  Co. 
.....do 


The  Eight  on  Co. 
.....do 


.do. 


Bear  Creek  Oil  &  Mining 
Co. 

.....do 


.do. 


Date  of  patent 
application. 


Apr.  21,1909 
July  31,1909 
Feb.  10,1910 
....do 


Dec.  10,1910 
....do 


.do. 


May  10,1911 
....do 


.do. 


Desoription  of  land  embraced 
ineoBtract. 


Lots  1  and  2,  sec.  2,  T.  20  S., 

It   15  E 
NW.  4,  SE.  }  and  NB.  i  sec. 

22,  T.  31  S.,  R.  22  £. 
S.  J  NE.  i,  sec  20,  T.  31  S., 

N.  Vn.  i,'NB.  i,  sec  20,  T.  31 

8..R.i2E. 
E.  50  acres  of  W.  00  acres  of  N.) 

8£.i,sec.82,T.31S.,R.23 

E. 
S.  J  SE.  i,  sec.  83,  T.  31  8., 

R.23E. 
E.  i  NE.  i  SB. },  sec  32,  T.  81 

S.,  R.  23  E. 
SE.i  NE.  kf  and  E.  \  SW.  i 

NE.  i,  sec  14,  T.  81  S.,  R. 

22  E 
N.  i  and  W.  I  SW.  I  NE.  \, 

sec.  14.  T.  31  S.,  R.  22  E. 
SW.  i  N W.  i,  sec  14,  T.  31 S., 

H.22B. 


Date  of 
contract. 


Mar.  15,1917 
Mar.  27,1017 
Mar.  28,1917 
May  19,1917 
Dee.  10,1014» 

June  7,1915 
Oct.  3,1910 
Deo.  12,1914» 

Apr.  27,1910 
Dec.  29, 1915>» 


1  Bond  contract.   Amount  given  as  e.scrow  represents  maximum  liability, 
s  Escrow  represents  full  value  less  operating  expenses. 

•  Contract  substituted  for  bond  contract.    See  next  below. 

•  Bond  contract.   Amount  given  represents  maximum  kabiiity.    Escrow  to  Oct.  31, 1017. 

•  No  production. 

•  No  report. 

V  This  contract  substitoted  fhr  bond  contract  of  same  serial  number.    See  above. 

•  Supplemental,  Feb.  h%  1915. 

•  Supplemental,  Mar.  3, 1915. 
i«  Supplemental,  Jan.  5, 1910. 
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OIL  LEASING  LANDS. 


Contracts  under  the  act  oj  Aug.  25,  1914  (S8  Stat,,  708) — Ck>iitlnuocL 

CALIFORNIA-Contfnned. 


BcriAl  Dumber. 


Visalla  03146 

Visalia  03364 

Visalla  08364 

Visalia  08365 

Visalia  03221 


Visalla 
Visalia 

Visalia 

Visalia 

Visalia 


03061 
03506 

03506 

08506 

03506 


Visalla    03746 

Visalia    03746 

Visalia    03820 
Visalia    03837 

Visalia  OaSM 

Visalia  08864 

Visalia  04642 

Visalia  04841 

Visalia  05755 

Visalia  05756 

Visalia   06443 
Visalia   06608 

Visalia   07128 

VLsalia   07128 
Los    Angeles 
013029. 

Los    Angeles 
013029. 

Los    Angeles 
013029. 


Visalia   07020 


Ban  FraDcisco 
010019. 


Applicant  for  patent. 


B'^ar  Creek  OU  &  Mining 
Co. 
Visalia  Midway  OU  Co.... 

....do 


Visalia  Midway  Oil  Co. 

and    Chanslor-Canfleld 

Midway  Oil  Co. 
Fresno-Midway  Land  Si 

OUCo. 

Turner  Oil  Co 

Vancouver  Midway  Oil  Co. 

....do 


.do. 
.do. 


MiO«8tic  Oil  Co. 
.....do 


Charles  E.  Ladd 

E.  E.  Jones  and  Standard 

OUCo. 
.....do 


Fox  OUCo.. 
A.  E.  Ferris. 


E.  E.  Jones  and  Standard 

OUCo. 
MiOwticOUCo 


.do. 


Nacirema  OU  Co 

General   Petroleum   Cor- 
poration. 
British  American  OU  Co. 


.do. 


F.  V.  Gordon  and  Julius 
Fried. 

....do 


> • ■ • sUv  • • • • •••••••••••••«•• 


W.  J.  Muxphy. 


Frank  R.  Wehee. 


Date  of  patent 
•ppUcation. 


May  10,1011 
Sept.  28, 1911 
do 

>  «  ■  ■  •  ^A  V  ■•••■•■« 

June  10,1011 

Mar.  24,1911 
Jan.  10,1912 

.....do 


.do. 
.do. 


Aug.  2,1912 
.....do 


Oct.  23,1912 
Oct.  27,1912 

....do 


Not.  26,1912 
June  12,1914 
Sept.  26,1914 
Oct.  11,1915 
do 


Oct.     8^1916 
Dec.  .  9,1916 

Mar.    6,1917 


....do 

May    6,1911 

....do 


I  •  •  •  •  UO  •••••« 


Feb.    2,1917 


Deo.    1,1916 


Description  of  land  embraced 
in  contract. 


N.  \  and  SE.  i  NW.  i,  sec  14, 

T.  31  S.,  R.  22  E. 
S.  J  SE.  \,  sec  33,  T.  31  8., 

R.22E. 
N.  i  8E.  i,  sec  23,  T.  31  S., 

R.22E. 
S. J  NW.  i,  sec  25,  T.  31  8., 

R.  22E. 

E.  I,  see.  10,  T.  33  S.,  R.  23  E. . 

Ml  sec  2,  T.  20  8.,  R.  15  E.. . 
NW.  \  NE.  J,  sec  4,  T.  32  8., 

R.23E. 
NE.  i  NE.  i,  sec  4,  T.  32  8., 

R.23E. 
S.J  NW.  J,  sec  4,  T.  33  8., 

R.23E. 
NW.  i  NW.  \,  W.  I  NE.  k 
.NW.  J,  sec  4,  T.  32  8.,  R. 

22  E 
S.  J  N  W.  i,  sec  23,  T.  31  8., 

R.22B. 
N.  k  NW.  i,  sec  23,  T.  31  8., 

R.22E. 
SE.  \,  sec  6,  T.  32  8.,  R.  23  B. 
SE.  i,  sec  aB»  T.  33  8.,  R.  34  E . 

NE.9,8ec38,T.328.,R.34E. 

SE.  k  sec  15,  T.  31  8.,  R. 

32E.. 
Qkh  NE.  i,  sec  15,  T.  32  8., 

R.23E. 
AU  of  sec  20,  T.  32  8.,  R.  34  B. 

8.  i  SW.  i,  sec  33,  T.  31 8.,  R. 

N^  SW.  i,  sec  23,  T.  31 8.,  R. 

NE.  i,'sec  6,  T.  30  8.,  R.  22  B. 
SE.  i,  sec  1%  T.  31 8.,  R.  32 E. 

80  acres  in  SW.  },  sec  15,  T.31 
S.,  R.  22  £. 
do 


Date  of 
codtnct 


8.  J  8.  i  NW.  i  and  8.  4  N.  i 

8.  4NW.4,  8ec6,T.llN., 

R.  23  W.,  8.  B.  M. 
N.  jLN.  I  NW.  i  and  N.  I  8. 1 

NW.4NW.i,sec6,T.UN., 

R.  23  W.,  8.  B.  M. 
N.iN.iSW.jrNW.  land  8.1 

8,J  NW.  \  ifw.  \H.k  N  W.| 

8£.iNW.iandS.i8W.i 

NE.iNW.l,sec.e,T.llN., 

R.  23  W.,  8.  B.  M. 
£.  iand  8.  60  acres  of  W.  \ 

SW.  i,  sec  28»  T.  32  8.,  R. 

34  E. 
N.  i  8W.  \,  see.  3,  T.  11  N., 

R.  34  W.,  8.  B.  M. 


Feb.    l,I«n 

Oct.    9.191J 

Sept  22,1517 

Do. 

Mar.  23,1917 

Mar.  15,1517 
June33,l'jl> 

Apr.  5,151P 

Apr.    7,«H 

May  »,ldlS 

SepL  17,191^ 

Sept  24, 191^ 

June   5,1915 
Mar.  2J,19!: 

Do. 
June  13,  tn* 
Mar.  30.  m: 
Mar.  »,1W 
Oct,  2S,  WIJ" 

Do.» 

OcL     8,1917 
Jan.  23,1917 

June  S,I917 

Apr.    6,1917 
June38,l9UP 

Mar.  22,1917 

Apr.  17,1917 


Feb.    S,»17 
Dec    5,»S 


Serial  number. 


VisaUa   01685 


Visalia  01810 
VisaUa   02201 


Applicant  for  patent. 


W.  K.OUCO. 


Chanslor-Canfield  Midway 
OUCo. 


Date  and  char- 
acter of  field 
report. 


Feb.  19,19147 


Present  status  of  application  for  patent,  ss  ^ 
Feb.  1.  liMSw 


Hearing  had  pending  R.  and  R.  dft:isi::a  m 
dummy  charge.  . 

I  Pending  on  adverse  praceedings  dire'tn 
>  Ju.y  10,  1910,  charging  dummjr  and  vtf^ 
J    drawal. 


Feb.  31,1915' 
Dec.  20,1915' 

Apr.  15,1916',.    u..^...  ^       . 

E.  D.  Burge  and  Chanslor-  I  Nov.  25,1916' iPending  on  adverse  prxeedingi  dm-tK 
Canfleld  Midway  OU  Co.   lApr.  17,1910'!/   July  8, 1917,  chaiiging  dummy. 

1  Supplemental,  Aug.  30, 1915.        «  Favorable  bone  fldes.  '  Advarse. 

•  Supplemental,  Jan.  17, 1917.         •  Adverse  withdrawal. 

•  Supplemental,  Dec.  6, 1915. 


*  Supplemental,  June  36, 1916. 


OIL  LEASING  LANDS. 
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Contracts  under  the  ad  of  Aug.  25,  1914  (S8  8tat.,  708) — Continued. 

GALIFORNIA-Oontlniiad. 


Serial  namber 


Visalia  02201 

Visa!ia  028fi0 

Visa'ia  02890 

Visaia  02880 

Visa.ia  03143 

Visa'la  03143 

Viaaia  03146 

Visaia  03146 

VJsa.ia  03394 

Vim'ia  03364 

Visaia  03365 


Vis&:ia  03221 
Visalia  08061 
Visaia   08506 

Visa  la  03506 

Visaia  03506 

Visaia  03506 

Visa.ia  03746 

Visa  ia  03746 
Visa.ia    03820 

Visaia    08827 

Visaia  03820 
Visalia    03864 

Visalia    04642 

Visalia    04841 

Visalia    06755 

Visalia  05755 
Visalia    06443 

Visalia    06603 

Visalia    07128 

Visalia  07138 
Los     Angeles 

013029. 
Los     Angeles 

013029. 
Los     Angeles 

013020. 
Vi^aUa    07020 
Ban  Franeiaco 

010019. 


Applicant  for  patent. 


E.  D.  Brr*-e  and  Cbanslor* 

Canf  eld  Midway  Oil  Co. 

The  Eight  Oil  Co 


do 

Bear  Creek  Oil  &  Mining 
Co. 
do 

....do 

do 

Vlsada  Midway  Oil  Co 


do 

Visaia  Midway   Oil  Co. 

and     Chansicr-Canfield 

Midway  Oil  Co. 
Fresno-Midway   Land  Si 

Oil  Co. 
Turner  Oil  Co 


Vancouver  Midway  Oil  Co. 


....do , 

....do 

....do 

MeJesUcOiiCo. 


Date  and  char- 
acter of  field 
report. 


/Not.  2«, 

\Apr.  17, 

Dec.    2, 


Present  status  of  application  for  patent,  as  of 
Fob.  1, 1918. 


FNoT.  2ft,  19161  iPendlnK  on  adverse  proceedlnn  directed 

"  191f«  

19151 


191fs  /   Julv  3,  1917.  charging  dummy. 

Hearing  had  de  isi-n  of  R.  andit.  f^r  defend 


do.» 

do.» 

Aug.    9,1913* 

do  I 

do.» 

do.« 

July    7, 19151 

>  •  •  •  aUU*        ■••••■ 

>  •  •  •  •UO«     ••«••• 


Jan.  27,1919 
Jan.  26,19161 
Nov.  23,19151 


do.> 

do.i 

do.i 

Nov.    4,19161 


....do 

Charges  £.  Ladd. 


E.  E.  Jones  and  Standard 
Oil  Co. 

....do 

Fox  Oil  Co 


A.  E.  Ferris. 


£.  E.  Jones  and  Standard 
Oil  Co. 

Mijestic  Oil  Co 


d} 

Nadrema  Oil  Co. 


Cor- 


General    Petroleum 

p^ratLn. 
British  American  Oil  Co 

.do. 


F.  V.  Gordon  and  Julius 

Fried. 
....do 


.do. 


W.J.  Murphy... 
Frank  R.Wehee. 


do.> 

Dec.  14,19151 


ant,  Oct.  26, 1917,  charges  withdrawal. 
Do. 
Do. 
Pending  adverse  proceedings  directed  Jan. 
13,  1914,  dummy  and  withdrawal  charges. 
Do. 
Do. 
Do. 
Hearing  had  decision  of  R.  and  R.  for  de- 
fendants, Sept.  28, 1916,  dummy  charge. 
Do. 
Do. 


Pending  on  adverse  proceedings  directed 

1*  eb.  15.  1916,  withdrawal  charge. 
Hearing  had  pending  R.  and  R.  decision, 

dummy  charge. 
Pending  adverse  proceedings  directed  Jan. 
5,  1916,  charges  dummy  as  to  all,  with- 
drawal as  to  NW.  |. 
Do. 
Do. 
Do. 
Pendinff  adverse  proceedings  directed  Dee. 
4, 1915,  charges  dummy. 
Do. 
Pending  adverse  proceedings  directed  Jan. 
13, 1916,  charges  dummy, 
y  24, 1916*  \Pending  adverse  proceecungs  directed  Jan« 
Oct.   14,1915*/    8, 1917,  charges  withdrawal. 

ay  a4,19W«\       ^^ 
Oct.   14,1915*/       ^°' 
Apr.  30,19171   Pending  adverse  proceedings  directed  Jan. 
7,  1U18,  charges  dumniy  and  withdrawal. 
Jan.   13,19161  Hearing  had  declsl.n  cf  R.  &  R.  f^r  defend- 


Dec.  14,19151 


Oct.  23,19151 


dj.i 

May  31,19171 

Mar.  13,19171 

Apr.  31,19171 


do.i 

Nov.  26,19151 


.do.*. 
.do.i. 


Apr.  27, 19171* 


ant.  Oct.  31, 1917,  charees  withdrawal. 
Pending  adverse  pr.coealnss  directed  Jan. 
10. 1916,  as  to  all  except  NW.  i,  charges 
withdrawal. 
Pending  adverse  prcceedlngs  directed  Dec. 
4, 1915,  charges  dununy  and  withdrawal. 
Dj. 
Pending  adverse  proceedings  directed  Jan. 

23, 1918»  charges  dummy. 
Pending  adverse  prjoeedlngs  directed  Jan. 

7, 1918,  charges  withdrawal. 
Pending  adverse  prwOeedings  directed  Jan. 
7, 1918,  charges  dummy. 

Dj. 
Pending  adverse  proceedings  directed  Dec 
6, 1915,  charges  dummy. 
Do. 

Do. 

Clear  listed  Oct.  8, 1917. 


Dec.    8,1916u  Cle^  listed  Jan.  29, 1917. 


Serial  number. 


Visalia  01635 

Visalia  01810 

Visalia  02201 

Visalia  02201 

Visalia  02860 


Applicant  tor  patent. 


w.  icon  Co 

Chanslor-Oanfield  Midway  Oil  Co 

E.  D.  Burge  and  Chanslor-Canfleld  Midway 
Oil  Co. 

do 

The  Eight  Oil  Co 


Production  to  Nov.  SO,  1917. 


Barrels. 


45.527.00 
6,674.00 

338,416.16 


Value. 


$47,297.46 


0,807.48 
'266,'634.'06 


Escrov. 


15,912.17 


86a  49 
'25,'696.'75 


1  Advert.      •  Favorable  bona  fides.     •  AdverM  withdrawal.      « No  production.      •  No  report. 
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Contracts  wider  the  <m;I  of  Aug.  25,  19H  (M  Btat^  708) — Oondnind. 

CAUPORNIAo-OdBtiaiMd. 


SflriiJ  immlMr. 


Visalia 
Vtsalla 
Visalia 
Vlsalta 
Visalia 
Visalia 
Visalia 
Visalia 
Visalia 


Q3Wn 
02860 
03143 
03143 
03140 
03140 
03304 
03304 
03365 


Visalia  03221 
Visalia  03061 
Visalia  08506 
Visalia  03506 
Visalia  03506 
Visalia  08506 
Visalia  03746 
Visalia  08746 
Vlsalta  03823 
Visalia  03R27 
Visalia  03jQ9 
Visalia  03864 
Visalia  04642 
Visalia  0(841 
Visalia  05755 
Visalia  05755 
Visalia  0*^43 
Visalia  01603 
Visalia  07128 
Visalia  07128 
LoH    An;eles 

013020. 
Jjo^     Angles 

013029. 
Lofs    An^eloa 

013039. 
Visalia    07020 
San  Francisco 

010019. 


AppUoant  for  patent. 


Tha  Kight  on  Co 

do , 

Bear  Creek  Oil  A  Hining  Co 

do , 

do 

do , 

Visalia  Midway  OU  Co 

do 

Visalia  Midway   Oil  Go.  and  Ghanslor. 
Ctofield  Midway  OU  Co. 

Fresno-Midway  Ijmd  AOUOo 

Turner  Oil  Co 

Vancouver  Midway  OllCo 

do 

do 

do..., 

Majestic  Oil  Co 

do 

Charles  E.  Ladd 

E.  E.  Jones  and  Standard  Oil  Co 

do 


Production  to  Nov.  ao^  1917. 


Barrels. 


190.974.45 

37.88145 

241,603.93 

4,604.85 
271.55183 

1.670.58 
202.052.87 

fi 


Valoa. 


Fox  011  Co 

A.  E.  Perrls 

E.  E.  Jones  and  Standard  Oil  Co. 

Majestic  Oil  Co 

.....do 

Naclrema  0«  r-o 

General  Petroleum  rorporatlon. . 

British-American  Oil  Co 

....do 

F.  V.  Gordon  and  JulUii  FMad.... 


.do. 
.do. 


W.  J.  Murphv... 
Frank  R.  Wehee. 


70.137.23 
370.852.00 
110,991.97 

74,176.75 
1,883.54 

86,680.23 
900.847.66 
194,371.82 
304,897.40 

34.893.39 

10.228.29 
897.834.32 

71,572.08 
73,052.36 
52,729.20 

9,501.73 
196.012.02 

50,297.10 

17,455.43 

0) 

6,501.68 
4,029.82 


$194,170ie3 

34.469.50 

151.385.33 

8.599.35 

182,431.64 

1.279.16 

141,736.34 


06.665l73 

375.190.10 

78,122.67 

68,755.13 

1,278.79 

73.398.23 

136.611.68 

107.830.46 

173,886.30 

34.063.04 

10.069.38 

475,662.60 


09,210  84 
43,287.01 
34,651.35 


8,  ioi.ro 

167,321.68 


31,038.09 
9,856.51 


6,182.02 
3,515.73 


815.521. 33 

4.3G&fll 

18,923.17 

449.91 

34, 402.  SI 

159.81 

17,n5L7e 


8.331S 

46^898.77 

9.  SI.  21 

7,3«9l6 

159. 8S 

9. 174-77 

17,079.3? 

I3.49Sl» 

21. 566. » 

4. 256. 61 

1.3S7.44 

50,457.f» 


8,«51.SS 
5,301.74 
4,331« 


1,013.08 
20,915.22 


3,886.b 
I,' 


771.7$ 
09.45 


tNozvport. 


*  No  prodoction. 


Mr.  Baker.  Now  these  lists  are  those  where  they  applied  for 
patent ! 

The  Chairman.  Yes. 

Mr.  Baker.  And  upon  which  this  working  agreement  was  made? 

The  Chairman.  Yes. 

Mr.  Baker.  And  upon  which  there  are  several  charges  by  special 
agents  of  the  department  and  none  of  these  cases  are  in  any  sort 
of  suit. 

Mr.  Elstok.  Mr.  Chairman,  several  members  of  the  committee 
wi^h  to  cross  examine  the  witness  a  little  further  and  I  think  as  it 
is  now  1  o'clock  we  had  better  adjourn  and  come  back  this  afternoon. 

Mr.  Baker.  Before  we  adjouiui,  what  is  the  opportunity  of  mj 
picking  out  and  looking  over  the  list  there  and  selecting  three  or  four 
of  those  cases  and  havmg  you  bring  the  record  up  before  this  com- 
mittee, showing  the  report  of  these  special  agents,  your  dummy 
charges,  so  that  the  committee  might  be  in  a  position  to  know  the 
character  and  the  extent  of  this  theory  that  every  applicant  is  % 
dummy? 

Mr.  "Kearfctl.  There  is  no  theory  that  every  applicant  is  a  dmnmj. 
The  theory  is  based  upon  the  fact  that  dummy  charges  have  been 
made  in  the  majority  oi  the  cases  by  the  special  agents. 
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• 

Mr.  La  Foiximx.  I  would  like  for  my  own  satisfaction  to  set  one 
thing  clear  in  my  mind,  and  that  is  how  the  Department  of  Justice 
happened  to  have  this  large  list  of  cases  here  where  no  suits  were 
brought  or  no^  requests  had  been  made  by  the  Secretary  of  the 
Interior  for  suits. 

Mr.  Kearful.  We  got  it  from  the  Land  Office. 

Mr.  La  Follbttb.  On  your  own  initiative,  or  did  the  Land  Office 
send  them  to  you  for  investigation? 

Mr.  KxABFXjii.  They  were  given  on  our  request.  We  requested 
them. 

The  Chairman.  We  will  take  a  recess  now  until  2  o'clock. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  recessed.) 

APTEB  BECESS. 

The  committee  reassembled  at  2  o'clock  p.  m. 
The  Chairman.  The  committee  will  be  m  order,  gentlemen.    You 
may  proceed,  Mr.  Kearful. 

STATEHENT  OF  FBANCIS  T.  EEABFITL— Continued. 

Mr.  Kearful.  Mr.  Chairman,  I  wanted  to  make  a  short  statement 
in  connection  with  the  debates  from  which  you  read  before  the  lunch 
hour. 

It  was  established  as  a  rule  by  the  Supreme  Court  at  an  early  date, 
often  reiterated  and  never  departed  from,  and  is  the  rule  to-day,  that 
debates  in  Congress  are  not  a  proper  source  of  information  from 
which  to  discover  the  meaning  of  an  act  passed  by  that  body. 

Mr.  Elston.  Is  there  a  different  rule  in  regard  to  committee 
reports  ? 

Mr.  Kearful.  As  to  committee  reports^  they  are  proper  to  be  re- 
sorted to  when  the  languajze  of  an  act  is  m  doubt  or  requires  expla- 
nations, and  the  rule  connnes  the  consideration  of  such  extraneous 
matters  to  the  consideration  of  committee  reports.  The  Supreme 
Court  has  frequently  said  that  it  would  not  go  beyond  the  committee 
reports.   And  I  want  to  ask  leave  to  put  in  the  citations. 

The  Chairman.  Without  objection  that  may  be  done. 

(Note. — The  citations  are:  Aldridge  v.  Williams,  3  How.  9,  24; 
United  States  v.  Union  Pac.  R.  Co.,  91  U.  S.  72,  79 ;  United  States  v. 
Freight  Ass'n,  166  U.  S.  290,  818;  Lapina  v.  Williams,  232  U.  S.  78, 
90;  Caminetti  v.  United  States,  242  U.  S.  470,  490.) 

Mr.  Lenroot.  Mr.  Kearful,  you  are  familiar  with  the  report  that 
the  Attorney  General  made  to  Congress  under  date  of  January  18, 
1916? 

Mr  Kearful.  I  have  read  the  report. 

Mr.  Lenroot.  I  just  want  to  call  attention  to  one  statement  in  it : 

AU  the  suits  referred  to  against  oil  operators  on  the  lands  In  question  are 
pending  in  courts  of  equity,  where  any  equities  possessed  by  the  defendants 
will  doubtless  receive  the  consideration  to  which  they  are  entitled. 

What  is  your  view  of  that  ? 
Mr.  KsARFtTL.  In  what  respect? 

Mr.  Lenroot.  As  to  whether  or  not  these  claimants  in  these  suits 
you  have  brought,  being  brought  in  courts  of  equity,  that  their 
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equities  will  receive  the  consideration  in  those  courts  that  they  are 
entitled  to  receive? 

Mr.  Kearful.  Would  you  make  that  a  little  clearer  by  specifying 
what  you  have  in  mind  as  to  particular  equities? 

Mr.  Lekroot.  No;  I  have  in  mind  just  exactly  what  the  Attorney 
General  stated,  very  clearly  implying  that  if  there  are  any  equities  in 
favor  of  these  claimants,  these  suits  being  pending  in  the  courts  of 
equity,  they  will  receive  the  consideration  to  which  they  are  entitled. 

Mr.  Kearful.  I  think  it  is  a  self-evident  proposition  that  a  court 
of  equity  that  does  its  duty  will  accord  to  any  party  to  the  litigation 
the  equities  to  which  that  party  is  entitled. 

Mr.  Lenroot.  Very  well.  Then,  what  equities  could  the  courts 
protect  in  this  class  of  cases  that  were  net  a  legal  right? 

Mr.  Kearful.  You  are  asking  for  my  personal  opinion,  not  for 
what  the  Attorney  General  had  in  mind  ? 

Mr.  Lekroot.  That  is  all-  I  do  not  ask  you  to  get  into  a  contro- 
versy with  your  superior,  of  course. 

Mr.  Kearful.  It  is  a  matter  of  some  doubt  as  to  what  should  be 
allowed  to  a  claimant  who  may  be  said  to  be  an  innocent  trespasser 
as  distinguished  from  a  willful  trespasser,  an  "  innocent  trespasser  " 
bein^  said  to  be  one  who  has  acted  upon  a  mistaken  view  of  the  law 
and  IS  not  guilty  of  fraud;  a  "  willful  trespasser"  being  one  who  has 
not  acted  upon  a  mistaken  view  of  the  law  or  who  has  been  guilty  of 
fraud. 

In  the  case  of  the  willful  trespasser  he  would  not,  for  instance, 
be  entitled  to  any  reimbursement  for  improvements  that  he  might 
have  placed  upon  the  ground.  Andj  as  I  say,  the  question  as  to  how 
far  the  ccurt  would  go  as  to  allowing  reimbursement  for  improve- 
ment on  the  ground  to  the  innocent  trespasser  is  a  matter  that  is  in 
some  doubt  and  upon  which  there  are  differences  of  opinion  among 
lawyers,  and  expressed  differently  in  different  cases  by  different 
courts.  My  own  opinion  of  the  justice  of  the  situation  would  be  that 
one  who  has  been  adjudged  to  be  an  innocent  trespasser,  but  under 
the  law  the  court  would  be  required  to  render  a  judgment  in  favor 
of  the  Government  for  the  recovery  of  the  property,  should  be 
allowed  the  value  of  his  improvements  that  he  placed  on  the  ground 
under  mistake  of  law  or  fact. 

Mr.  Lenroot.  Is  it  your  opinion  that  any  court  in  a  case  instituted 
by  the  Government  would  make  that  a  condition  of  relief  to  the 
Gtovemment? 

Mr.  Kearful.  I  have  no  doubt  that  any  Federal  court  would  make 
that  a  condition  if  the  Government  consented  to  it. 

Mr.  Lenroot.  Oh,  that  is  a  very  different  proposition. 

Mr.  Kearful.  And  it  has  been  intimated  that  the  question  as  to 
whether  that  relief  should  be  allowed  an  innocent  trespasser  was 
open  for  further  consideration  and  might  be  allowed.  That  intima- 
tion was  made  in  one  or  more  of  the  cases  in  which  it  was  decided 
that  the  party  was  not  entitled  to  the  land,  but  nevertheless  was  not 
a  willful  trespasser. 

Mr.  Lenroot.  Wouldn't  this  be  the  extent  of  it  in  your  opinion* 
that  in  a  case  of  that  kind  if  a  trespasser  had  received  emoluments 
from  the  land,  in  the  case  of  his  being  shown  to  be  an  innocent  tres- 
passer the  court  might  not  include  m  its  decree  an  order  for  the 
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repayment  or  return  of  those  emoluments?    Do  you  think  it  would 
go  any  further  than  that? 

Mr.  Kearful.  You  mean  by  "emoluments"  an  appropriation  of 
the  proceeds — prior  appropriation  of  the  proceeds? 

Mr.  Lenroot.  Yes. 

Mr.  Kearful.  I  do  not  think  any  court  would  go  so  far  as  to  al- 
low that. 

Mr.  Lenroot.  No,  you  didn't  get  my  question — ^that  they  might 
take  into  consideration  the  equities  in  determining  what  amount 
they  might  order  to  be  returned  to  the  Government.  Do  you  think 
they  could  go  any  further  than  that? 

Mr.  Kearful.  I  think  in  considering  the  amount  that  should  be 
returned  to  the  Government  it  would  be  proper  for  the  court  to 
consider  the  value  of  the  improvements  that  the  Government  was 
getting  the  benefit  of.  Now  that  has  not  been  decided,  and  as  I  say 
it  has  oeen  intimated  by  the  courts  that  it  might  be  so  decided  when 
<he  question  is  brought  up. 

Mr.  Lenroot.  I  might  say  that  it  was  stated  to  me  by  one  of  the 
Secretaries  of  one  of  the  departments  that  Judge  Bledsoe  stated  that 
in  his  opinion  he  had  no  power,  no  jurisdiction,  to  consider  any 
cquit'es  or  any  equitable  rights  that  these  claimants  niight  have  had; 
that  if  he  had  had  such  power  he  would  have  exercised  it. 

Mr.  Kearful.  I  am  not  familiar  with  any  such  expression  by  him. 

Mr.  Lenroot.  I  don't  think  it  was  in  any  decision  at  all. 

Now,  with  reference  to  your  memorandum,  can  you  state  to  the 
committee  just  what  the  differences  are  upon  matters  of  law'between 
your  department  and  the  Department  of  the  Interior? 

Mr.  Kearful.  I  am  not  in  a  position  to  state  precisely  what  the 
position  of  the  Department  of  the  Interior  is  as  to  the  law  affecting 
the  question  of  successive  development.  If  there  is  any  difference  in 
any  case  on  any  question  of  law  I  think  it  is  confined  to  that  one 
ijuestion,  outside  of  the  operating  agreements  that  we  were  discuss- 
ing a  while  ago.  The  Department  of  Justice  agrees  with  the  Depart- 
ment of  the  Interior  as  to  what  constitutes  a  discovery ;  that  is,  that 
a  scum  of  oil  or  a  smell  of  gas  is  not  a  discovery,  although  it  might 
lead  someone  to  suppose  that  there  is  a  valuable  deposit  somewhere 
near. 

Mr.  Lenroot.  You  also  agree,  I  take  it  from  the  memorandum, 
upon  the  group  development  theory,  to  be  applied  of  course  to  a  cer- 
tain state  of  facts? 

Mr.  Kearful.  The  Dejpartment  of  Justice  does  not  deny  that  there 
may  be  diligent  prosecution  of  work  on  more  than  one  claim  of  160 
acres  each  at  the  same. time,  but  we  believe  that  the  principle  is  to  be 
confined  to  the  work  of  preparation  to  drill.  The  ultimate  drilling 
of  a  well  being  the  necessary  thing  to  a  discovery,  preparation  to' 
drill  is  just  as  necessary  as  the  drilling  itself.  And  where  prepara- 
tions to  drill  on  a  number  of  claims  closely  located  may  evidence  the 
bona  fide  intention  to  drill  upon  all  those  claims  when  the  prepara- 
tions are  complete,  then  the  preparations  to  drill  ma.y  as  well  be 
applicable  to  a  number  of  such  claims  as  to  one. 

Mr.  Lenroot.  That  is  exactly  the  theory  of  the  department,  isn't 
it,  so  far  as  the  law  is  concerned — ^the  Department  of  the  Interior? 

Mr.  Kearful.  I  think  in  the  Honolulu  case  the  Department  of 
the  Interior  went  further  than  that,  and  held  to  the  theory  that  there 
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equities  will  receive  the  consideration  in  those  courts  that  they  art 
entitled  to  receive? 

Mr.  Kearful.  Would  you  make  that  a  little  clearer  by  specifyiDg 
what  you  have  in  mind  as  to  particular  equities  ? 

Mr.  Lenroot.  No;  I  have  in  mind  just  exactly  what  the  AttoraeT 
General  stated,  very  clearly  implying  that  if  there  are  any  equities  in 
favor  of  these  claimants,  these  suits  being  pending  in  the  courts  vi 
equity,  they  will  receive  the  consideration  to  which  they  are  entitled 

Mr.  Kearful.  I  think  it  is  a  self-evident  proposition  that  a  com 
of  equity  that  does  its  duty  will  accord  to  any  party  to  the  litigation 
the  equities  to  which  that  party  is  entitled. 

Mr.  Lekroot.  Very  well.  Then,  what  equities  could  the  couru 
protect  in  this  class  of  cases  that  were  net  a  legal  right? 

Mr.  EIearful.  You  are  asking  for  my  personal  opinion,  not  for 
what  the  Attorney  General  hUd  in  mind  ? 

Mr.  Lekroot.  That  is  all-  I  do  not  ask  you  to  get  into  a  contn> 
versy  with  your  superior,  of  course. 

Mr.  Kearful.  It  is  a  matter  of  some  doubt  as  to  what  should  be 
allowed  to  a  claimant  who  mav  be  said  to  be  an  innocent  trespasser 
as  distinguished  from  a  willful  trespasser,  an  "  innocent  trespasser" 
being  said  to  be  one  who  has  acted  upon  a  mistaken  view  of  the  law 
and  is  not  guilty  of  fraud ;  a  "  willful  trespasser  "  being  one  who  has 
not  acted  upon  a  mistaken  view  of  the  law  or  who  has  been  guilty  of 
fraud. 

In  the  case  of  the  willful  trespasser  he  would  not,  for  instance, 
be  entitled  to  any  reimbursement  for  improvements  that  he  migl^i 
have  placed  upon  the  ground.  Andj  as  I  say,  the  question  as  to  how 
far  the  court  would  go  as  to  allowing  reimbursement  for  improve- 
ment on  the  ground  to  the  innocent  trespasser  is  a  matter  that  is  in 
some  doubt  and  upon  which  there  are  differences  of  opinion  amoBr 
lawyers,  and  expressed  differently  in  different  cases  by  different 
courts.  My  own  opinion  of  the  justice  of  the  situation  would  be  tha: 
one  who  has  been  adjudged  to  be  an  innocent  trespasser,  but  under 
the  law  the  court  would  be  required  to  render  a  judgment  in  favor 
of  the  Government  for  the  recovery  of  the  property,  should  he 
allowed  the  value  of  his  improvements  that  he  placed  on  the  ground 
under  mistake  of  law  or  fact. 

Mr.  Lenroot.  Is  it  your  opinion  that  any  court  in  a  case  institutel 
by  the  Government  would  make  that  a  condition  of  relief  to  the 
(jovemment? 

Mr.  Kearful.  I  have  no  doubt  that  any  Federal  court  would  niafe 
that  a  condition  if  the  Government  consented  to  it. 

Mr.  Lenroot.  Oh,  that  is  a  very  different  proposition. 

Mr.  Kearful.  And  it  has  been  intimated  that  the  question  as  to 
whether  that  relief  should  be  allowed  an  innocent  trespasser  was 
open  for  further  consideration  and  might  be  allowed.  That  intima- 
tion was  made  in  one  or  more  of  the  cases  in  which  it  was  decided 
that  the  party  was  not  entitled  to  the  land,  but  nevertheless  was  no: 
a  willful  trespasser. 

Mr.  Lenroot.  Wouldn't  this  be  the  extent  of  it  in  your  opinior. 
that  in  a  case  of  that  kind  if  a  trespasser  had  received  emohimeiib 
from  the  land,  in  the  case  of  his  being  showm  to  be  an  innocent  tir^ 
passer  the  court  might  not  include  m  its  decree  an  order  for  thr 
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repayment  or  return  of  those  emoluments?    Do  you  think  it  would 
go  any  further  than  that? 

Mr.  Kearful.  You  mean  by  "emoluments"  an  appropriation  of 
the  proceeds — prior  appropriation  of  the  proceeds? 

Mr.  Lenroot.  Yes. 

Mr.  Kearful.  I  do  not  think  any  court  would  go  so  far  as  to  al- 
low that. 

Mr.  Lenroot.  No,  you  didn't  get  my  question — that  they  might 
take  into  consideration  the  equities  in  determining  what  amount 
they  might  order  to  be  returned  to  the  Government.  Do  you  think 
they  could  go  any  further  than  that  ? 

Mr.  Kearful.  I  think  in  considering  the  amount  that  should  be 
returned  to  the  Government  it  would  be  proper  for  the  court  to 
consider  the  value  of  the  improvements  that  the  Government  was 
getting  the  benefit  of.  Now  that  has  not  been  decided,  and  as  I  say 
it  hasoeen  intimated  by  the  courts  that  it  might  be  so  decided  when 
the  question  is  brought  up. 

Mr.  Lenroot.  I  might  say  that  it  was  stated  to  me  by  one  of  the 
Secretaries  of  one  of  the  departments  that  Judge  Bledsoe  stated  that 
in  his  opinion  he  had  no  power,  no  jurisdiction,  to  consider  any 
equities  or  any  equitable  rights  that  these  claimants  might  have  had ; 
that  if  he  had  had  such  power  he  would  have  exercised  it. 

Mr.  Kearful.  I  am  not  familiar  with  any  such  expression  by  him. 

Mr.  Lenroot.  I  don't  think  it  was  in  any  decision  at  all. 

Now,  with  reference  to  your  memorandum,  can  you  state  to  the 
committee  just  what  the  differences  are  upon  matters  of  law 'between 
your  department  and  the  Department  of  the  Interior? 

Mr.  Kearful.  I  am  not  in  a  position  to  state  precisely  what  the 
position  of  the  Department  of  the  Interior  is  as  to  the  law  affecting 
the  question  of  successive  development.  If  there  is  any  difference  in 
any  case  on  any  question  of  law  I  think  it  is  confined  to  that  one 
<Iuestion,  outside  of  the  operating  agreements  that  we  were  discuss- 
ing a  while  ago.  The  Department  of  Justice  ag^rees  with  the  Depart- 
ment of  the  Citerior  as  to  what  constitutes  a  discovery;  that  is,  that 
a  scum  of  oil  or  a  smell  of  gas  is  not  a  discovery,  although  it  might 
lead  someone  to  suppose  that  there  is  a  valuable  deposit  somewhere 
near. 

Mr.  Lenroot.  You  also  agree,  I  take  it  from  the  memorandum, 
upon  the  group  development  theory,  to  be  applied  of  course  to  a  cer- 
tain state  of  facts? 

Mr.  Kearful.  The  Department  of  Justice  does  not  deny  that  there 
may  be  diligent  prosecution  of  work  on  more  than  one  claim  of  160 
acres  each  at  the  same. time,  but  we  believe  that  the  principle  is  to  be 
confined  to  the  work  of  preparation  to  drill.  The  ultimate  drilling 
of  a  well  being  the  necessary  thine  to  a  discovery,  preparation  to' 
drill  is  just  as  necessary  as  the  drilling  itself.  And  where  prepara- 
tions to  drill  on  a  number  of  claims  closely  located  may  evidence  the 
bona  fide  intention  to  drill  upon  all  those  claims  when  the  prepara- 
tions are  complete,  then  the  preparations  to  drill  may  as  well  be 
applicable  to  a  number  of  such  claims  as  to  one. 

Mr.  Lenroot.  That  is  exactly  the  theory  of  the  department,  isn't 
it,  so  far  as  the  law  is  concerned — ^the  Department  of  the  Interior? 

Mr.  ICearful.  I  think  in  the  Honolulu  case  the  Department  of 
the  Interior  went  further  than  that,  and  held  to  the  theory  that  there 
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might  be  successive  development  of  the  different  claims  held  in  one 
group,  in  the  absence  of  any  general  preparation  that  was  preluni- 
nary  and  proper  for  the  development  of  all  the  claims  with  all  p^a^ 
tical  expedition  as  to  each  claim,  pursuant  to  a  plan  of  unit  open- 
tion  for  a  large  number  of  claims,  but  without  the  intention*  as  I 
understand,  that  as  soon  as  the  preparation  was  made  to  begin  drill- 
ing on  each  claim  for  which  preparation  had  been  completed. 

Mr.  Lenroot.  Now,  with  reference  to  the  actions  that  have  been 
brought,  your  memorandum  states  that  as  to  decisions  on  the  merits, 
11  of  them  have  been  favorable  and  are  pending  before  a  master: 
one  final — ^that  is  the  Midwest  case — one  adverse,  district  court,  pend- 
ing on  appeal;  one  adverse,  circuit  court  of  appeals,  no  apiMsaL  I 
would  like  to  ask  you  whether  in  any  of  these  cases  the  courts  have 
laid  down  the  law  or  interpreted  the  law  any  differently  than  it  has 
been  interpreted  by  the  Department  of  the  Interior! 

Mr.  Kearful.  By  the  Department  of  the  Interior? 

Mr.  Lenroot.  Yes. 

Mr.  Kearful.  My  opinion  is  that  the  decision  of  Judge  Bean  in 
the  Thirty-two  Oil  case  is  at  variance  with  the  opinion  held  by  the 
Interior  Department  in  the  early  stage  of  the  Honolulu  case. 

Mr.  Lenroot.  Will  you  just  elaborate  on  that,  because  I  would 
like  to  know  just  why  you  think  it  is  at  variance! 

Mr.  Kearful.  In  the  Thirty -two  Oil  ease  Judge  Bean  said : 

It  is  not  necessary  that  the  work  being  performed  at  the  time  of  the  with- 
drawal was  on  the  particular  tract  in  question,  bat  before  it  can  be  deoned 
work  leading  to  diiKX)Tery  thereon,  it  must  have  been  such  that  it  would  rea- 
sonably tend  to  that  end,  and  be  presently  and  purposely  designed  for  that 
purpose. 

Further  on : 

I  have  no  doubt  that  work  could  have  been  In  progress  at  the  date  of  with- 
drawal on  one  of  a  group  of  locations,  or  even  extraterritorially  to  any  of 
them,  which  could  probably  be  held  to  be  work  leading  to  discovery  on  all,  sodt 
as  the  building  of  roads,  laying  of  water  lines,  establishing  camps,  assembliog 
material  and  equipment,  and  the  like,  if  such  work  tended  to  and  was  pur- 
posely designed  for  the  development  of  each  location  with  all  practical  expedi- 
tion. 

Now,  I  understand  the  Interior  Department  to  have  held  in  the 
Honolulu  case  that  it  was  not  necessary  in  the  doing  of  this  general 
work  of  laying  water  lines,  establishing  camps,  assembling  material, 
equipment  and  the  like,  that  this  work  should  be  purposely  designed 
for  the  development  of  each  location  with  all  practical  expedition. 
I  understand  this  expression  to  mean  that  when  the  work  of  prepara- 
tion for  drilling  on  a  number  of  claims  has  arrived  at  siich  a  stage 
with  reference  to  any  claim  that  no  further  preparation  is  necessarv 
with  respect  to  that  claim,  that  then  the  work  of  drilling  on  that 
claim  should  begin. 

Unless  that  principle  should  be  adopted,  there  is  no  limit  to  the 
number  of  claims  that  could  be  held  by  one  person  indefinitely  with- 
out discovery  work.  It  might  be  considered  economical  and  the  best 
business  proposition  to  develop  an  entire  township,  or  four  townships, 
or  a  dozen  townships,  under  one  system,  whereby  the  operator  would 
establish  his  camp  centrally,  explore  in  diflPerent  directions  for  oil. 
and  sink  a  prospect  well  in  a  certain  geological  structure,  intending 
if  oil  was  discovered  there  to  go  and  develop  somewhere  else ;  if  oil 
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was  not  discovered  there  with  the  intention  to  abandon  that  struc- 
ture, meanwhile  holding  possession  of  all  of  the  claims  by  force 
against  others  who  desired  to  go  in  and  sink  prospect  wells. 

Mr.  Lenroot.  Well,  that  all  depends,  does  it  not,  Mr.  KearfuL 
upon  the  decision  of  facts  in  a  given  case,  going  to  intention,  goou 
faith  and  what,  under  all  the  circumstances,  does  constitute  a  reason- 
able diligence  ? 

Mr.  Kearful.  Certainly.  It  depends  upon  the  facts  of  each  case 
as  to  whether  a  person  operating  more  than  one  claim  is  demonstrat- 
ing good  faith  to  the  end  that  as  soon  as  he  practically  can  do  so 
he  will  begin  the  actual  drilling  of  a  well  on  each  claim  of  not  more 
than  160  acres,  such  claims  of  160  acres  in  each  case  being  made  by 
a  bona  fide  association  of  eight  persons. 

Mr.  Lenroot.  What  other  case  now — ^you  have  named  one  of  the 
11 — ^what  other  case  decided  upon  the  merits  differs  from  the  view 
taken  by  the  Interior  Department,  in  your  judgment? 

Mr.  Kearful.  I  don't  know  oi  any  other  case  where  the  precise 
question  of  successive  development  was  before  the  court  and  thor- 
oughly considered  and  acted  upon. 

Mr.  Lenroot.  In  the  Thirty-two  Oil  case,  had  the  Commissioner 
of  the  Land  Office  rendered  a  decision? 

Mr.  Kearful.  No  ;  that  is  in  the  McCutchcon  case. 

Mr.  Lenroot.  There  the  commissioner  had  previously  rendered  a 
decision  and  the  court  rendered  the  same  decision? 

Mr.  Kearful.  Yes. 

Mr.  Lenroot.  Now,  as  to  these  11  favorable  cases — decisions  on 
the  merits — just  what  has  been  done  in  those  cases?  You  say  they 
are  decided  on  the  merits.  What  way  have  they  been  decided  upon 
the  merits? 

Mr.  Kearful.  After  a  full  hearing  between  the  Government  and 
the  defendants  the  court  has  considered  the  evidence  and  rendered 
its  decision  in  favor  of  the  Gx)vernment  and  sent  the  cases  to  a  master 
for  an  accounting,  and  there  they  are  now  pending.  The  naaster 
has  completed  his  report  in  a  number  of  cases,  and  in  others  it  is  yet 
to  be  completed. 

Mr.  Lenroot.  Then  all  that  remains  is  the  matter  of  accounting. 
The  court  has  rendered  its  decision  on  the  merits? 

Mr.  Kearful.  Yes,  sir;  reserving  certain  questions  as  to  the  prin- 
ciples of  accounting  until  after  the  report  from  the  master  has  been 
received. 

Mr.  Lenroot.  But  on  the  questions  we  are  interested  in — the 
merits  of  the  case — they  have  been  fully  decided? 

Mr.  Kearful.  Yes,  sir;  after  full  hearing, 

Mr.  Lenroot.  Now,  you  say  there  was  one  case  adverse  to  the 
Government — ^"District  court,  pending  on  appeal."  What  case  is 
that? 

Mr.  Kearful.  That  is  the  case  of  the  North  American  Oil  Con- 
solidated. Perhaps  I  am  not  exactly  accurate  in  saving  that  it  is 
pending  on  appeal,  but  an  appeal  has  been  directed  by  the  depart- 
ment, and  the  tmie  for  taking  it  has  not  expired,  but  it  will  be  taken. 

Mr.  Lenroot.  That  is  pending  in  the  circuit  court  of  appeals,  is 
it  not? 

Mr.  Kearful.  No;  the  appeal,  I  think,  has  not  yet  formally  been 
taken. 
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Mr.  Lenroot.  I  mean  the  appeal  will  be  to  the  circuit  of  appeals? 

Mr.  Keartul,  Yes. 

Mr.  Lenroot.  And  who  rendered  that  decision? 

Mr.  Kearful.  Judge  Bean. 

Mr.  Lekroot.  And  one  adverse  decision  in  the  circuit  court  of 
appeals — what  case  is  that  ? 

Mr.  Kearful.  That  is  the  Grass  Creek  case.  That  was  in  the 
eighth  circuit. 

Mr.  Lenroot.  You  say  that  is  all  of  the  cases  that  have  been  ad- 
verse to  the  Government? 

Mr.  Kearful.  No  ;  I  did  not  not  say  that. 

Mr.  Lenroot.  On  the  merits,  I  mean. 

Mr.  Kearful.  On  the  merits;  yes,  sir. 

Mr.  Lenroot.  What  do  you  say  about  the  Consolidated  Mutual? 

Mr.  Kearful.  The  Consolidated  Mutual  was  a  decision  on  appeal 
from  an  interlocutory  order  appointing  a  receiver.  It  did  not  decide 
anything  on  the  merits  at  all.  It  was  held  there  that  the  showing 
that  was  made  w^as  not  sufficient  to  justify  the  appointment  of  a 
receiver. 

Mr.  Lenroot.  They  really  did  in  that  case  go  into  all  of  these 
questions,  did  they  not? 

Mr.  ICearful.  Except  the  question  of  fraud. 

Mr.  Lenroot.  I  mean  on  these  questions  that  your  departments 
have  differed  upon,  as  to  due  diligence  and  so  forth. 

Mr.  Kearful.  No  ;  I  don't  think  that  they  went  into  all  the  ques- 
tions. I  don't  think  they  went  into  the  questions  upon  which  tlic 
departments  have  differed  in  regard  to  development ;  that  is,  accora- 
ing  to  the  court's  view  cf  the  facts. 

Mr.  Lenroot.  Well,  I  would  just  like  to  read  a  paragraph  from 
that  decision : 

That  the  appellants  were  at  the  time  of  the  pflssage  of  the  act  In  the  actoal 
and  exclusive  possession  of  the  lands  here  in  controversy,  and  in  diligent  prorf- 
cutlon  of  work  on  one  of  two  contiguous  claims  for  the  benefit  of  both,  as 
well  as  other  contiguous  ones,  in  the  effort  to  discover  oil  thereon,  which  con- 
tinuous work  resulted  in  the  discovery  of  oil  In  each  of  the  quarter  sections 
here  involved  in  large  quantities,  is  clearly  shown,  and  that  the  appellants  con- 
tinued from  the  date  of  the  passage  of  the  said  act  "in  diligent  prosecution  of 
said  work  "  is  undisputed.  We  therefore  regard  it  as  clear  that  the  appellact? 
also  come  within  the  express  provisions  of  tlie  act  of  June  25,  1910. 

Mr.  KEARFuii.  What  page  are  vou  reading  from? 

Mr.  Lenroot.  I  have  here  the  brief  in  the  Honolulu  case. 

Mr.  Keakful.  What  is  the  question  now  ? 

Mr.  Lenroot.  Well,  upon  the  facts  as  stated  in  the  opinion  thej 
have  decided  the  law  and  applied  those  facts  to  the  law  as  they  ha^e 
interpreted  it.  I  am  not  saying  now  that  facts  may  not  develop  other- 
wise in  further  hearings. 

Mr.  Kearful.  On  page  526  of  Federal  Reporter,  245,  in  that  d^ 
cision  appears  this  language : 

It  further  appears  that,  not  only  did  said  lessee  have,  on  the  day  of  the  ls.-3 
ance  of  the  President's  proclamation,  the  undisputed  possession  of  all  of  tt^ 
property  covered  by  the  lease,  but  was  then  actually  drilling  a  well  by  meiv.- 
of  the  derrick  on  the  southwest  quarter  of  the  section,  having  commenced  to  li  * 
so  on  the  preceding  month,  and  which  well  was  then  about  830  feet  in  ilepi^ 
Moreover,  it  is  shown  without  conflict  that  the  lessee  had  abundant  means  tv' 
carry  out  Its  undertaking,  but  for  the  impossibUlty  of  securing  the  neet?s>ir? 
water  would  have  been  sinking  at  each  of  the  derricks  on  the  other  quartet 
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impounded  an  amount  tluit  would  be  equivalent  to  a  fair  royalty  in  these  cases. 
I  only  wish  I  could  prevail  on  the  House  to  accept  an  amendment  that  would 
make  it  clear  that  only  a  fair  royalty  could  be  retained. 

Now  I  want  to  ask  you  a  word  about  that.  Isn't  it  in  truth  and  in 
fact  that  the  only  difference  between  you  and  the  Interior  Depart- 
ment is  that  they  thought  if  they  preserved  an  eighth  or  the  equiva- 
lent of  an  eighth  they  were  preserving  all  that  the  Goveiiunent  had 
a  right  to  preserve,  and  it  is  your  opinion  that  they  ought  to  preserve 
it  aU?    Isn't  that  the  real  difference  between  the  two  departments? 

Mr.  Kearful.  It  was  not  our  opinion  that  they  ought  to  con- 
serve all. 

The  Chairman.  What  was  your  opinion? 

Mr.  Kearful.  Our  opinion  was  that  they  ought  to  conserve  the  net 
proceeds,  which  would  be  all  less  the  cost  of  production. 

The  Chairman.  Well,  let  us  put  it  that  way,  then.  Your  thought 
was  that  these  men  operating  under  an  order,  the  validity  of  which 
was  in  very  great  doubt,  and  had  discovered  oil,  could  not  sell  their 
oil  because  the  pipe  lines  would  not  receive  it;  and  your  position  is 
that  the  Interior  Department — ^that  it  would  have  been  its  duty  to 
have  impounded  every  penny's  worth  of  the  oil  excepting  barely 
operating  expenses,  and  brought  these  men  all  into  bankruptcy  and 
the  disaster  that  would  follow?    Is  that  your  position? 

Mr.  Kearful.  That  is  not  our  position. 

The  Chairman.  Well,  now,  what  is  it? 

Mr.  Kearful.  Our  position  was,  as  I  stated  awhile  ago,  that 
where  charges  of  fraud  had  been  made,  after  investigation  by  spe- 
cial agents  of  the  Land  Office,  and  upon  those  charges  of  fraud'  hear- 
ings had  been  directed  by  the  Commissioner  of  the  General  Land 
Office,  that  it  was  improper  and  not  within  the  intention  of  this  act 
that  a  contract  should  be  entered  into  whereby  in  the  event  it  should 
finally  be  determined  that  those  charges  of  fraud  were  sustained,  that 
the  operator  should  bave  seven-eighths  of  the  fruits  of  the  fraud. 

The  Chairman.  Now  just  how  many  cases  of  the  55  that  are  pend- 
ing have  you  charged  fraud  in?    In  everyone  of  them? 

Mr.  Kearful.  Well,  those  are  different  cases  from  the  55.  The 
55  are  suits.  These  are  not  in  suit  at  all.  There  couldn't  be  a  suit 
where  there  was  an  application  for  patent  and  an  operating  agree- 
ment under  the  act  of  1914. 

The  Chairman.  What  interest  in  the  cases  has  the  Department  of 
Justice  at  all  if  there  are  no  suits  pending?  Just  where  does  your 
department  come  in  on  that  phase  of  it?  i  thought  these  were  cases 
in  which  suits  were  brought. 

Mr.  Kearfuii.  The  department  comes  in  in  this  way:  In  the  re- 
ceivership cases,  it  was  contended  by  the  defendants  that  the  court 
ought  not  to  impound  all  of  the  net  proceeds  after  the  production, 
according  to  the  usual  rule  of  equity,  but  only  one-eiriith  as  the 
Secretary  was  doing,  and  should  follow  the  liberal  rule  which  in 
similar  classes  of  cases  had  been  established  by  the  Secretary.  That 
was  the  subject  of  very  considerable  embarrassment  to  the  Depart- 
ment of  Justice,  and  was  the  occasion  of  very  harsh  and  unjust  criti- 
cism of  the  department,  because  the  department  saw  fit  to  insist 
upon  the  rule  of  equity  that  is  recognized"  by  every  court  as  the 
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Mr.  Lenroot.  I  say,  there  is  nothing  in  the  Honolulu  decision  to 

the  effect  that  mere  intention  and  abuity  with  means  to  drill  suc- 
cessively constitutes  due  diligence? 

Mr.  Kearful.  I  think  that  there  is  a  little  more  than  that.  I  think 
the  decision  when  fairly  considered  goes  to  the  extent  of  holding  that 
the  drilling  may  be  not  only  successive  but  contingent.  In  &ct,  I 
understand  that  successive  drilling  means  contingent  drilling;  that 
is,  if  oil  is  discovered  on  one  quarter  section,  mdicating  th?  oil- 
bearing  character  of  the  region,  then  discovery  work  will  go  on 
upon  others.  If  it  is  not  discovered  in  the  first  place,  they  will  not 
go  on  upon  the  others.  If  that  is  what  is  meant  by  successive  drilling, 
then  I  agree  that  that  is  as  far  as  the  Interior  Department  go:s. 

Mr.  Lenroot.  You  don't  get  the  distinction  tnat  it  seems  to  me 
there  is.  Taking  this  language  just  as  it  stands,  it  might  be  construed 
as  holding  that  the  ability  to  drill  and  the  intention  to  drill  suc- 
cessively, one  after  the  other,  as  soon  as  oil  is  discovered  in  one,  itself 
constitutes  due  diligence. 

Mr.  Kearful.  I  must  say  that  there  is  some  language  in  the  deci- 
sion, stated  in  a  disconnected  manner  and  without  logical  founda- 
tion, that  tends  in  that  direction.^ 

Mr.  Lenroot.  Now  my  question  was  in  the  Honolulu  case  the 
group  development  theory  was  the  foundation  of  that  decision^  was  it 
not,  rather  than  any  right  to  merely  drill  successively  and  having  the 
means  to  do  so? 

Mr.  Kearful.  I  don't  catch  the  point  of  your  question. 

Mr.  Lenroot.  Well,  I  will  put  it  in  a  different  way.  Was  not  the 
basis  of  the  Honolulu  decision  that  in  bringing  water  to  these  various 
claims,  the  building  of  roads,  and  this  extraterritorial  work,  aU 
tended,  all  was  loomng  toward  the  development  of  each  individual 
claim,  whereas  under  tne  language  that  this  might  be  construed,  the 
mere  possession  by  the  Honolulu,  and  having  the  money  to  drill,  and 
the  intention  to  drill  one  after  another,  without  reference  to  any 
extra-territorial  development,  would  constitute  due  diligence,  anS 
that  the  Department  of  the  Interior  never  held!    That  is  my  point 

Mr.  Kearful.  I  think  you  state  the  decision  of  the  Department  of 
the  Interior  too  narrowly.  It  is  impossible  to  say  what  the  Interior 
Department  intended  to  hold  as  a  matter  of  law,  apart  from  the 
facts  which  were  before  it.  If  the  facts  show  that  only  sufficient 
water  was  brought  by  a  pipe  of  only  sufficient  capacity  to  serve  the 
drilling  of  one  well,  or  upon  an  acreage  proposition  upon  one  claim, 
then  it  can  not  be  said  that  the  intention  was  by  the  preparation  to 
drill,  with  the  water  derived  through  that  pipe — that  the  intention 
was  to  drill  more  than  one  well  upon  one  claim. 

Mr.  Lenroot.  Now  I  do  not  remember  what  the  facts  are  in  that 
case,  but  assuming  that  that  is  true,  that  at  the  time  the  development 
work  begins  a  pipe  line  sufficient  only  to  drill  one  well  is  earned  to 
the  property,  but  later  and  before  withdrawal  we  will  assume  a  pipe 
line  with  sufficient  capacity  to  drill  a  well  upon  each  claim  is  con- 
structed, now  is  it  your  idea  that  the  rights  of  a  claimant  must  de- 
pend upon  his  intention  at  the  time  he  begins  his  development  work, 
or  must  it  depend  upon  the  state  of  facts  existing  at  the  time  of  the 
withdrawal  ? 

Mr.  Kearful.  Looking  at  it  only  as  a  matter  of  diligence,  it  would 
be  the  state  of  facts  existing  at  the  time  of  the  withdrawal ;  but  look- 
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ing  at  it  as  a  matter  of  fraudulent  acquisition  of  a  larger  area  than 
the  law  allowed,  other  facts  might  be  brought  in  to  mow  that  the 
other  claims  were  invalid,  irrespective  of  the  question  of  diligence. 
And  that  mi^ht  occur  by  reason  of  a  scheme  entered  into  before  the 
withdrawal,  lor  the  purpose  and  desire  to  defraud  the  Government, 
in  which  case  the  claim  would  be  invalid  irrespective  of  any  question 
of  diligence. 

Mr.  Lenroot.  Now  let  us  see  about  that.  Supposing  that  prior  to 
any  withdrawal  an  agreement  is  made  between  eight  persons  to  get 
a  large  number  of  claims,  with  an  agreement  that  only  one  shall  be 
worked  prior  to  discovery  of  oil.  They  continue  in  possession  under 
their  original  location..  Before  withdrawal  is  made,  a  discovery  is 
made,  and  then  from  that  time  on  they  proceed  with  due  diligence  to 
seek  discovery  upon  all  the  claims.  Where  is  there  any  fraud  upon 
the  Government  in  that  case,  if  they  have  kept  no  one  off  forcibly 
that  would  otherwise  have  gone  on? 

Mr.  Kearful.  Well,  you  put  the  condition  there  that  destroys  the 
whole  idea  of  the  fraud. 

Mr.  Lenroot.  Not  in  my  question  I  do  not,  because  I  take  it  that 
you  now  contend  that  it  is  fraud  to  get  a  large  number  of  claims; 
that  the  mere  getting  of  them  is  a  fraud  upon  the  Government  unless 
from  the  time  the  location  is  made  there  is  due  diligence  to  seek 
discovery. 

Mr.  Kearful.  My  condition  does  not  go  quite  so  far  as  that.  If 
an  association  of  eight  men  locate  160  acres — to  put  a  simple  case — 
without  any  intention  to  do  discovery  work  on  them,  but  with  the 
intention  to  keep  prospectors  off  of  it  until  they  can  make  an  ac- 
ceptable sale  or  lease  to  some  operator,  I  regard  tnat  as  a  fraud,  and 
the  operator  who  necessarily  would  know  the  situation  by  reason 
of  the  fact  that  nothing  has  been  done,  would  make  himself  party  to 
it.  And  I  regard  that  the  same  in  substance  as  the  case  of  dummy 
entries  made  by  the  operator.  I  do  not  think  it  makes  any  substan- 
tial difference  whether  the  deal  with  the  operator  is  made  before 
or  after  the  locations.     I  think  the  result  is  the  same. 

Mr.  Lenroot.  When  you  say  "  keeping  other  men  off,"  you  mean 
forcibly  or  by  reason  merely  of  the  possession  and  having  filed  a 
claim  of  location  ? 

Mr.  Kearful.  By  force,  if  necessary. 

Mr.  Lenroot.  Well,  if  you  modify  your  statement  any,  there  was 
no  intention  to  use  force  but  merely  assert  their  rights  by  having 
filed  previous  notice.  Do  you  think  there  would  be  any  fraud  in 
that  case? 

Mr.  Kearful.  I  think  that  the  fact  of  what  was  done  would  influ- 
ence the  decision  as  to  whether  there  was  fraudulent  intent  or  not. 
The  question  in  the  way  you  put  it  is  not  susceptible  of  a  determina- 
tion. A  person  can  not  be  said  to  have  an  intent  to  assert  any  rights 
to  a  particular  piece  of  land  if  he  intends  only  to  rely  upon  the  paper 
locations.  Unless  he  has  the  intention  to  exclude  prospectors  there 
is  no  intention  to  really  do  anything,  because  a  mere  paper  location 
without  the  intention  to  do  discovery  work  is  nothing. 

Mr.  Lenroot.  Let  me  see  if  I  can  put  the  concrete  case,  Mr. 
Kearful. 

47476—18 VA 
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Supposing  eight  of  us  in  this  room,  desiring  to  become  wealth}, 
prospect,  and  we  finally  find,  after  search,  what  we  believe  is  likelj 
oil  land,  but  we  have  not  the  means  to  develop  it.  We  eight  m® 
each  make  a  location.  We  have  not  the  means  to  develop  it,  bm 
after  making  the  locations,  we  find  a  capitalist  who  is  willing  to  gv 
ahead  and  drill,  upon  an  agreement  from  us  that  he  shall  have  thm- 
fourths  or  seven-eighths,  whatever  the  case  may  be,  of  the  proceeds, 
and  we  make  that  kind  of  a  contract.  What  is  there  fraudulent  in 
that? 

Mr.  Taylor.  And  he  commences  actual  drilling. 

Mr.  Lenroot.  Certainly;  he  goes  on  and  drills  and  discovers  oil. 

Mr.  Kearful.  I  think  that  that  is  a  clear  violation  of  the  law. 
which  limits  the  amount  of  land  that  one  person  can  take  by  ow 
discovery  to  20  acers,  and  the  amount  of  land  that  an  association  of 
eight  can  take  to  160  acres.  And  if  the  case  is  such — ^and  I  under 
stand  it  to  be  such  in  the  way  you  put  it — ^that  the  eight  locators 
have  no  intention  to  do  any  work  themselves,  they  do  not  comply 
with  that  condition  of  the  law  which  gives  them  the  right  to  do  ak 
CO  very  work;  and  not  having  complied  with  the  conditions  of  thf 
law  they  have  nothing  to  convey. 

Mr.  Lenroot.  Why,  Mr.  Kearful,  the  law  does  not  compel  any 
kind  of  diligence,  does  it,  of  a  placer  mining  claim,  except  only  u* 
protect  any  rights  that  he  may  have  against  third  parties ;  or  in  the 
case  of  a  withdrawal,  against  the  Government  ?  Then,  in  order  to  K 
protected,  he  must  have  been  in  the  exercise  of  due  diligence.  But 
so  long  as  no  one  else  steps  in,  what  difference  does  it  make  whether 
he  proceeds  to  discover  a  work  within  one  month  after  he  niakft- 
the  location  or  three  months  or  a  year? 

Mr.  Kearful.  It  makes  this  difference — and  I  hope  I  will  imkt 
myself  plain — that  the  law  declares  that  the  deposits  of  petroleuD. 
on  the  public  lands  are  free  and  open  to  exploration  by  every  citizen, 
and  it  allows  for  discovery  by  one  person  20  acres  or  by  an  associati<v.. 
160  acres;  it  protects  such  persons,  it  I'ecognizes  that  they  have  a 
valid  inchoate  right  so  long  as  they  are  engaged  in  that  discover} 
work,  and  the  question  does  not  arise  to  make  it  a  concern  of  tht 
Government.  It  is  not  brought  to  the  attention  of  the  Goveriuneni 
until  the  application  is  made  for  a  patent.  In  that  case  a  discover} 
having  been  made  on  160  acres  in  the  one  case,  or  20  acres  in  tlir 
other,  there  being  no  adverse  claim,  there  is  nothing  further  for  thf 
(xovernment  to  do  but  to  grant  the  patent  upon  payment  of  $2.50  per 
acre  and  proof  of  $600  in  improvements.  But  if  prior  to  a  discoverr 
it  should  be  brought  to  the  attention  of  the  administrative  officei>  oi 
the  Government  that  an  association  of  persons  had  taken  ixjssessior 
of  certain  public  lands  without  the  intention  to  comply  with  the  la*- 
it  would  be  proper  for  such  ofEcei's  to  eject  them  from  the  piibli« 
lands  as  trespassers,  irrespective  of  any  withdrawal  order.  This  nia} 
be  illustrated  by  the  case  of  gi'azing  on  the  public  lands.  The  publi 
lands  have  been  considei*ed  free  and  open  to  everybody  who  ha^ 
stock  to  graze  upon  them,  and  anyone  who  attempts  to  appropria**' 
any  part  of  it  to  himself  by  fencing  or  excluding  others  from  thr 
land  can  be  treated  as  a  trespasser  and  ejected,  and  it  has  often  bet*r 
done.  In  the  case  of  mineral  lands  I  think  the  necessity  to  take  an} 
action  of  that  sort  has  never  arisen. 


OIL   LEASING    LANDS.  1007 

Mr.  Lenboot.  Well,  isn't  there  this  difference?  Isn't  the  whole 
purpose  of  the  placer  mining  law  not  to  compel  a  man  to  proceed 
with  discovery,  but  to  protect  him  if  he  does? 

Mr.  Kearful.  No;  I  think  not.  I  think  the  law  is  vei^  much 
concerned  with  the  rights  of  every  citizen  w^ho  wants  to  prospect  to 
be  free  to  do  so,  unless  some  other  man  is  diligently  prosecuting  work 
on  the  same  ground.  To  illustrate  my  point  further:  If  I  were  in 
possession  of  a  larger  area  of  the  public  lands  than  the  law  allow^s. 
and  by  force  of  arms  excluded  you,  who  wanted  to  go  into  possession, 
you  would  have  the  right  to  go  to  the  proper  officers  of  the  Govern- 
ment and  make  a  complaint  that  I  was  appropriating  more  of  the 
public  lands  for  a  particular  purpose  than  the  law  permitted,  and 
that  I  should  be  ejected  from  the  land  to  permit  you  to  go  onto  it. 
And  I  have  no  doubt  that  in  the  proper  case  such  action  would  he 
taken 

Mr.  Lenroot.  That  is  true. 

Mr.  Kearful.  Before  discovery- 


Mr.  Lenroot.  There  is  no  limit  to  the  number  of  claims- 


Mr.  Kearful.  And  on  the  ground  that  I  was  attempting  to  per- 
petrate a  fraud  upon  the  law. 

Mr.  Lenroot.  Going  back  to  the  case  wherein  you  said  you  believed 
the  Government  could  oust  a  claimant  if  his  intention  to  make  the 
location  was  not  to  proceed  to  discovery,  supposing  at  the  time  the 
ouster  suit  is  brought  he  is  actually  engaged  with  due  diligence  in 
seeking  discovery.    Do  you  think  the  Government  could  oust  him  ? 

Mr.  Kearful.  That  is  simply  a  question  as  to  whether  a  man 
who  takes  up  a  larger  amount  of  public  land  than  the  law  allows,  in 
bad  faith,  can  cure  his  act  by  subsequently  operating  in  a  manner 
which  would  be  considered  good  faith  if  he  had  done  so  in  the  first 
place. 

Mr.  Lenroot.  No;  I  am  just  taking  one  single  claim. 

Mr.  Kearful.  I  say,  that  is  a  question  that  I  would  not  like  to 
undertake  to  answer  offhand.  It  hasn't  ever  arisen  and  has  never 
been  considered. 

Mr.  Lenroot.  But  doesn't  it  become  rather  important,  Mr.  Kear- 
ful, in  view  of  your  brief  here  entitled  "  Fraudulent  locations,"  and 
haven't  you  here  urged  an  entirely  new  theory  as  to  what  constitutes 
fraudulent  locations?  In  other  words,  that  if  a  man  makes  a  claim, 
and  if  he  has  not  the  means  at  the  time  of  making  that  claim  to  de- 
velop it,  that  he  is  a  fraudulent  locator? 

Mr.  Kearful.  I  don't  say  that.  I  think  if  you  read  it  you  will 
find  I  do  not  say  that. 

Mr.  Lenroot.  Where  do  you  make  the  distinction? 

Mr.  Kearful.  What  I  intend  to  say  is  that  the  lack  of  means  is 
one  fact  which  should  be  taken  into  consideration  in  determining 
the  good  faith.  A  man  might  not  have  the  means  but  he  might  think 
he  had.  He  might  think  he  could  go  ahead  and  make  discovery  of 
oil  without  means.  He  might  think  that  the  structure  was  such  that 
he  could  with  a  pick  and  shovel  get  down  to  oil,  and  there  might 
be  a  reason  to  demonstrate  his  good  faith  in  that  particular.  But  if 
he  undertakes  to  locate  public  lands  without  any  intention  to  do 
anv  discoverv  work,  but  for  the  benefit  of  somebody  else,  as  well  a? 
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himself,  so  as  to  enable  him  and  the  other  persons  to  acquire  sowt 
thing  that  the  law  does  not  give,  I  think  that  is  bad  faith. 

Mr,  Lenroot.  Now  if  through  his  activities  discovery  actu.i!; 
results,  and  without  interfering  with  the  rights  of  any  others  wb 
would  make  discovery  if  they  had  the  opportunity,  hasn^t  the  ful 
purpose  and  spirit  of  the  law  been  comphed  with  in  getting  the  dis- 
covery of  our  valuable  resources?  And  why  shouldn'  that  man  re- 
ceive the  reward  that  the  law  gives  to  a  man  who  may  have  a  milliis 
dollars  and  can  proceed  with  the  development  work  himself  ?  Is  tk 
prospector,  who  has  nothing  but  his  pack  on  his  back,  to  have  w^ 
opportunity  whatever,  although  he  is  rendering  and  can  render  t 
very  great  service — is  he  to  have  no  reward  for  that  service  ? 

Mr.  Kearful.  I  do  not  think  that  the  language  or  the  spirit  oi 
the  law  implies  or  means  that  any  man  can  go  upon  any  of  thr 
public  lands  of  the  United  States  for  the  purpose  of  acijuiring  thm 
under  the  mineral  law^s  without  demonstrating  good  faith  by  doiii| 
prospecting  work  on  the  land. 

Mr.  Lenroot.  Well,  if  it  is  done  by  someone  in  his  behalf,  does  it 
necessarily  need  to  be  done  by  himt 

Mr.  Kearful.  Putting  it  very  narrowly  I  should  say  not,  but  it 
ii-  not  the  case  of  its  having  been  done  by  some  one  in  his  behalf. 
The  facts  of  this  situation  show  that  the  practice  has  been  in  manj 
cases  for  a  number  of  persons  who  had  not  the  means  or  the  intenti(» 
to  do  any  prospecting  work,  to  go  out  and  plaster  large  areas  with 
the  idea  of  making  an  agreement  with  some  other  persmi  who,  boi 
for  their  act,  could  not  acquire  such  an  area  of  the  public  lands. 

Mr.  Lenroot.  They  can  not  acquire  that  large  an  area  unless  thej 
actually  make  discovery,  unless  they  diligently  did  seek  discovery  it 
the  time  that  anyone,  whether  the  Government  or  a  private  indi- 
vidual, makes  an  adverse  claim,  can  they  ?  How  is  the  Government 
injured,  for  instance,  if  the  whole  State  of  California  was  plastere^l 
with  claims  and  no  one  else  wanted  a  claim  in  the  State  of  Call 
fornia,  and  the  Government  asserted  no  adverse  claims?  How  is  the 
public  injured  because  that  is  plastered  with  claims? 

Mr.  Kearful.  The  public  is  not  injured  by  the  mere  plastering, 
but  it  is  injured  by  the  intention  with  which  that  plastering  was 
done,  and  the  succeeding  act  carrying  out  the  intention,  which  is  to 
enable  some  large  operator  to  procure  a  larger  area  than  the  la^ 
permits. 

Mr.  Lenroot.  Now,  you  are  getting  to  a  larger  area  than  the  h^ 
permits.  That  is  an  entirely  different  proposition  than  I  am  nuk- 
ing. There  is  no  limit  to  the  number  of  claims  that  a  locator  may 
locate,  is  there?    That  right  he  has  under  the  law. 

Mr.  Kearful.  Yes;  that  is  right: 

Mr.  Lenroot.  Now,  of  course 

Mr.  Taylor  (interposing).  Why  do  you  use  that  expression  all 
the  time,  "  More  land  than  he  is  entitled  to  "  ?  Why  do  you  use  that 
expression  all  the  time? 

Mr.  Ejearful.  The  expression  is  used  from  the  fact  that  the  la* 
limits  the  amount  of  land  that  one  man  may  take  by  one  discovery 
to  20  acres,  or  by  an  association  of  eight  men  to  160  acres. 

Mr.  Tatlor.  Nobody  is  trying  to  take  more  than  20  acres  in  one 
individual   claim  or  100  acres  in  one  gi'oup  location-     No  one  > 
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trying  to  get  a  thousand  acres  on  one  location,  and  there  is  no  limit 
whatever  m  the  law  as  to  the  number  of  locations  that  a  group  of 
men  may  take- 
Mr.  Kearful.  It  amounts  to  that  when  a  thousand  acres  is  plas- 
tered over  by  eight  men  in  separate  quarter-section  tracts  for  the 
purpose  and  with  the  intent  to  make  a  lease  or  a  contract  with  some 
large  operator,  and  thereby  monopolize  in  one  holding  a  thousand 
acres;  whereas  the  law  only  authorized  160  acres. 

Now,  if  the  eight  locators  prosecute  discovery  work  upon  160 
acres  of  land,  they  may  make  a  location  by  one  discovery.  If  they 
have  320  acres  there  must  be  two  discoveries,  and  so  on.  So  that  if 
there  are  50  of  those  claims,  in  order  to  demonstrate  their  good 
faith  with  respect  to  doing  discovery  work,  they  must  undertake  and 
have  the  intention  to  prosecute  discovery  work  on  each  160-acre 
claim. 

Mr.  Taylor.  Who  is  to  determine  that  intention? 
Mr.  Kearful.  The  intention  would  be  determined  by  an}'  proper 
court,  or  by  the  proper  departmental  cifficers,  before  whom  it  might 
come. 

Mr.  Lenroot.  Isn't  the  whole  purpose  of  the  present  limitation  of 
160  acres  to  confine  the  area  to  160  acres  for  each  discoverv?    That 

■ 

is  the  purpose  of  it,  isn't  it? 

Mr.  Kearful.  That  is  not  the  whole  purpose.  The  additional 
purpose,  the  purpose  which  goes  further  than  that,  is  to  protect  a 
man  in  the  160  acres  while  he  is  diligently  prosecuting  his  work  for 
discovery  on  the  160  acres. 

Mr.  lixRooT.  What  I  mean  is  that  the  purpose  of  not  [>ermitting 
a  larger  area  is  that  there  must  be  at  least  one  discoverv  for  each 
100  acres  to  get  title  from  the  (xovernment.     Isn't  that  true? 

Mr.  Kearful  That  is  true  in  that  sense. 

Mr.  Lenroot.  And  under  the  placer  mining  law,  whatever  there 
ought  to  be,  there  is  nothing  illegal  in  one  individual  or  one  group  of 
individuals  getting  as  many  claims  as  they  can,  provided  they  get 
discovery  upon  each  claim? 

Mr.  Kearful.  No,  I  don't  think  that  is  quite  correct,  stated  in  that 
manner.  There  is  nothing  in  th(»  law  which  prevents  any  one  man 
or  grou})  of  men  from  getting  any  numbcM*  of  claims  and  holding 
them,  pro>ided  they  ai'e  in  the  pi'osecution  of  disco veiy  work  on 
each  claiui. 

Mr.  Lenroot.  That  is  what  I  meant. 

Mr.  Kearfi'l.  The  right  to  hold  160  acres  before  discovery  de- 
pends upon  the  doing  of  discovery  work  on  each  160  acres.  And  if  a 
man  undertakes  to  hold  640  acres  by  doing  discoverv  work  on  160 
acres,  that,  I  sav,  is  in  violation  of  the  law? 

Mr.  Lenr(K)t.  I  agree  with  you. 

Mr.  Kearfi'l.  That  is  just  the  whole  point. 

Mr.  Lenroot.  Xo,  no,  from  your  brief  here — if  you  will  pardon 
me — I  want  to  read  from  it,  because  it  seems  to  me  it  involves  an 
entirely  new  issue  in  the  consideration  of  this  question. 

Mr,  Kearful.  It  is  not  intended  to  be  anything  new  at  all.  It 
is  only  intended  as  an  elaboration  of  the  idea  of  diligence  in  dis- 
covery work. 

Mr.  Lenroot.  [reading] :  "The  practice  of  one  person,''  you  say. 
"borrowing  the  names  of  seven  iriends  or  employees  in  order  to 
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further.  The  decisions  of  the  courts  rendei-e<l  from  the  earlits 
times  up  to  the  present  have  always  required,  as  between  parties  cot 
tending  for  a  particular  location,  that  one  would  be  protected  w& 
entered  these  lands — oil  or  gas  lands — while  he  was  in  the  diligrci 
prosecution  of  work  leading  to  discovery  and  no  longer,  and  not  Ir 
fore.  That  was  the  rule  that  was  urged  upon  the  Supreme  Court  nf 
California  and  the  other  Western  States  by  the  prospectors  them 
selves,  and  adopted  by  the  courts  and  has  never  been  modified. 

When  the  withdrawal  order  came  along,  evidently  intending  i' 
save  the  rights  of  parties  whose  rights  were  recognized  as  valia  1} 
these  court  decisions,  it  saved  the  rights  of  all  claims  existing  anr. 
valid.  If  it  did  not  do  that,  it  did  not  do  anything,  and  intending  i 
do  something,  I  should  say  it  intended  to  do  just  that.  However, 
certain  oil  operators  of  California,  supposing  that  that  was  not  tir 
effect  of  the  saving  clause,  urged  upon  the  Public  Lands  Committee 
that  their  rights  were  cut  off,  notwithstanding  they  were  in  the  <li!" 
gent  prosecution  of  work,  and  prcjcured  the  enactment  of  the  provisr- 
to  the  Pickett  Act,  which  adopted  the  language  of  those  decisioib. 
saving  their  rights,  as  they  should  have  been  saved,  and  as  I  think 
were  saved  by  the  withdrawal  order.  Now  then,  it  is  apparent  fron 
those  decisions  that  when  Congiess  spoke  of  a  claim  •*  valid  an- 
regular '■  that  it  meant  a  claim  which  those  decisi(ms  had  recognize 
as  valid  and  regular,  and  which  the  withdrawal  order  recognized  a? 
valid,  and  which  the  Pickett  Act,  using  the  language  of  those  d^ 
cisions,  had  treated  as  valid  and  a  proper  subject  of  exception. 

Mr.  Tayi^r.  Well,  location  means  located  in  accordance  with  th 
placer  law,  don't  it? 

Mr.  Kearfitl.  In  accordance  with  the  placer  law  a  location  uiean^ 
a  discovery,  and  prior  to  discovery  the  diligent  prosecution  of  wori 
leading  to  discovery.  And  I  undertake  to  say  that  under  the  i^ 
cisions  there  can  not  be  any  doubt  that  no  one  has  ever  been  or  would 
be  protected  before  the  courts  as  holding  a  valid  claim  unless  in  addi- 
tion to  making  the  paper  location  he  was  in  the  diligent  prosecution 
of  work  leading  to  discovery. 

Mr.  Taylor.  Let  me  ask  you  this :  Was  the  decision  in  the  Ohio  Oil 
case  by  Judge  Riner,  and  in  the  circuit  court  of  appeals,  in  harnionj 
with  the  contention  of  your  department:  and  if  not,  how  did  thev 
differ? 

Mr.  Kearfiil.  The  decision  of  Judge  Riner  was  tipon  two  pointv 
Upon  one  point  his  decision  was  in  harmony  with  the  department'-: 
and  the  court  of  appeals  was  in  harmony  with  the  department  upn 
the  facts  as  found  by  the  court.  Now  upon  one  point  in  Judge  Riner? 
decision,  where  he  held  that  there  had  been  a  discovery  before  thr 
withdrawal  order,  the  Department  of  Justice  and  the  Department 
of  the  Interior  both  believed  that  was  not  a  correct  decision,  liecaii-^ 
we  think  that  it  was  contrary  to  the  decision  of  the  Supreme  Court 
of  California  and  the  iSupreme  (^ourt  of  the  United  States  in  the 
Miller-Chrisman  case.         * 

Mr.  Taylor.  In  what  particular^ 

Mr.  KEARFrL.  As  to  what  constituted  discovery. 

Mr.  Taylor.  Now  let  me  ask  you — ^just  to  elaborate  on  one  of  Mr 
Lenroot's  questions — supposing  eight  men  go  out  and  locate  out 
claim  or  locate  a  dozen  160-acre  claims  awav  off  somewhere,  50  or  ^' 
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Now  my  question  is  when  Congress  in  1911  expressly  passed  a  law 
recognizing  rights  initiated  by  a  poor  man,  you  might  say,  before 
he  gets  any  actual  discovery  of  oil,  in  having  a  valid  location  and  a 
transferable  interest,  how  can  you  now  come  here  and  say  that  be- 
cause, forsooth,  somebody  thinks  that  man  did  not  have  money 
enough  at  the  time  he  made  its  location  to  drill  that  oil  well  himself, 
and  develop  a  paying  well,  that  he  is  a  fraud  or  a  dummy  ? 

Mr.  Kearful.  I  want  to  answer  your  question. 

Mr.  Taylor.  Yes,  I  want  you  to. 

Mr.  Kearful.  In  the  first  place,  the  act  duoted  is  an  act  entitled 
"An  act  to  protect  locators  in  good  faith  of  oil  and  gas  lands  who 
shall  have  effected  an  actual  oiscovery  of  oil  or  gas  on  the  public 
lands  of  the  United  States,  or  their  successors  in  interest."  And  the 
act  itself  permits  a  transfer  of  the  claim  before  discovery  "  if  such 
claim  is  in  all  other  respects  valid  and  regular.'' 

I  take  the  words  "  valid  and  I'egular '"  to  mean  a  claim  founded 
upon  actual  bona  fide  possession,  accompanied  by  the  diligent  prose- 
cution of  discovery  work.  The  validity  of  such  claims  have  always 
been  recognized  by  the  courts  as  between  rival  claimants.  They  were 
saved  by  the  executive  order  as  against  the  Government,  and  they 
were  confirmed  by  the  Pickett  act.  No  other  sort  of  claim  without 
discovery  has  ever  been  recognized  as  valid.  No  other  sort  of  claim 
could  be  in  good  faith  within  the  language  of  the  title  of  the  act. 
Therefore  I  say  that  in  order  to  take  advantage  of  the  provisions  of 
this  act,  which  authorizes  the  transfer  before  discovery,  there  must 
have  been  a  valid  claim  evidenced  bv  good  faith  and  the  prosecution 
of  discovery  work.  I  do  not  believe  that  this  act  authorizes  the 
transfer  to  one  person  of  an  association  claim  upon  which  no  dis- 
covery work  was  intended  or  done,  because  if  that  were  so  there 
would  be  no  limitation  whatever  to  any  amount  that  might  be  taken 
up  or  held  by  one  person. 

Mr.  Taylor.  But,  Mr.  Kearful,  these  people  out  in  the  West  that 
iwr  trying  to  develop  oil  and  trying  to  discover  it,  they  are  unable  to 
keep  up  with  you  technical  gentlemen  here,  and  they  want  to  know 
where  they  are  at.  They  are  trying  very  hard  indeed  to  comply  with 
the  law  and  Heaven  knows  they  don't  want  to  spend  a  million  dollars 
and  then  lose  their  claims ;  and  they  read  the  law  as  it  is  and  read 
the  decisions  of  the  courts  and  try  to  comply  with  them,  and  it  seems 
as  though  your  construction  is,  to  their  minds,  unreasonable  in  this, 
that  if  a  poor  man  wants  to  make  these  locations — and  they  are  the 
ones  that  put  their  packs  on  their  backs  and  go  out  and  hunt  for 
weeks  and  montlis  and  years — and  I  will  say  the  bones  of  the  pros- 
pectors have  bleached  cm  every  trail  in  the  Rocky  Mountains — if 
those  men  are  to  be  denied  any  recompense  and  their  location  claims 
forfeited  and  be  treated  as  frauds  because,  forsooth,  they  do  not  have 
a  million  dollars  to  follow  up  their  locations  and  produce  a  com- 
mercial well;  if  that  is  the  policy  of  the  Department  of  Justice  it 
certainly  seems  to  me  that  it  is  high  •time  that  Congress  should 
either  take  the  bit  in  its  teeth  and  stop  that  kind  of  a  construction 
or  throw  up  our  hands  and  cease  any  efforts  at  developing  the  West. 

Mr.  Kearful.  I  am  not  saying  a  word  in  support  of  the  policy  of 
this  law.  I  am  only  telling  you  what  our  idea  of  the  law  is,  which  is 
based  upon  decisions  of  the  courts,  and  I  want  to  answer  a  little 
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within  30  days  or  within  one  year — the  principle  would  be  the  same- 
supposing  that  within  30  davs  they  go,  those  eig^t  men,  and  secim 
some  man  with  a  million  dollars,  and  he  agrees  to  go  and  sink  m 
well  3,000  feet,  if  necessary,  on  each  one  of  those  dozen  160-&ci« 
claims,  and  he  enters  into  an  agreement  that  if  he  find  oil  he  wil 
sink  on  all  of  the  rest  of  them.  Does  that  agreement  invalidate  t\^ 
claims? 

Mr.  Keakful..  I  think  it  is  a  plain  violation  of  law.  I  have  n<> 
hesitancy  in  saying  so. 

Mr.  Taylor.  You  think  that  the  original  men,  the  locators  them 
selves,  who  locate  as  I  have  stated,  and  the  man  who  leases  from  them 
with  the  money  and  the  ability  and  the  intention  to  sink  a  well  an^i 
wlio  starts  in  and  does  it  diligently — ^you  think  they  are  all  of  them 
fi-auds? 

Mr.  Kearful.  Well,  1  don't  like  to  use  as  strong  language  as  tbt. 

Mr.  Tayi/)r.  You  think  they  have  no  legal  rights? 

Mr.  Kearful.  It  has  been  tne  practice,  the  habit  to  do  it  that  wa\. 
and  good  men  have  done  it.  It  is  like  the  coal  locations  that  wen 
made  and  passed  without  investigation  for  a  time,  and  finally  it  w&« 
forced  upon  the  people  of  the  West  that  that  business  was  don^ 
rather  too  loosely. 

Mr.  Mays.  Did  you  ever  know  of  any  legitimate  development: 

Mr.  Taylor.  Just  a  moment — ^then,  Mr.  Kearful,  if  I  understam. 
you,  your  idea  of  the  laws  just  resolves  itself  right  back  to  the  ven 
first  question  I  asked  when  the  cross-examination  begun,  namely 
That  nobody,  imless  he  is  sufficiently  rich  to  go  ahead  individually 
and  locate  and  drill  until  he  finds  oil  himself — that  nobody  else  cari 
be  protected  under  your  theory  of  the  law  ? 

Mr.  Kearful.  I  am  unable  to  understand,  Mr.  Taylor,  how  a  per 
son  can  demonstrate  his  good  faith  in  doing  discovery  work  looking 
to  the  discovery  of  oil,  where  the  drilling  of  a  well  is  necessarj. 
unless  he  has  the  means  to  prosecute  the  discovery  work  bv  th^ 
drilling  of  a  well. 

Mr.  Taylor.  Therefore,  no  poor  man  or  anv  man  of  ordinan 
means  in  the  entire  United  States  has  got  any  business  or  right  ti 
ever  go  and  locate  an  oil  claim  ? 

Mr.  Kbarfui^.  I  am  very  frank  to  say  I  believe  that  under  xhf 
presentpetroleum  placer  law  it  is  not  a  poor  man^s  game. 

Mr.  TayijOR.  Holding  the  view  that  you  do,  Mr.  KearfuL  and  »^ 
you  say  that  reflects  the  opinion  of  the  Department  of  Justice,  don'i 
you  think 

Mr.  Kearful  (interposing).  I  am  not  speakinc  for  the  Attome.^ 
General.    That  is  my  own  view.    I  am  responsible  to  him,  however. 

Mr.  TAYiiOR.  Don't  you  feel  that  that  law,  if  you  are  right,  whether 
the  Interior  Department  is  right  or  whether  these  Western  operator? 
or  the  Western  people  genersuly  are  right,  that  all  of  it  ought  to  ^ 
in  some  manner  cleared  up  so  that  we  can  have  development  in  thf 
West  and  have  a  cessation  of  this  litigation  and  branding  of  gooc 
people  as  violators  of  the  law ?  Don't  you  think  that  that  ought  t' 
be  adjusted  in  some  way  by  Congress? 

Mr.  Kearful.  I  have  no  hesitation  in  saying  they  should  do  it. 

Mr.  La  Folubtte.  Mr.  Kearful,  if  I  as  a  prospector  should  go  cmj' 
on  the  public  domain  and  go  onto  unoccupied  land.  Government  l}in»i 
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and  find  a  canyon,  and  at  some  point  in  that  canyon  a  seepage  out  of 
the  rock  into  a  spring,  we  will  say,  of  coal  oil;  and  I  could  take 
some  of  that  and  nave  it  analyzed  and  find  out  that  it  was  actually 
kerosene  oil,  and  I  developed  a  little  and  find  that  I  can  get  a  barrel 
of  oil  a  week  by  saving  the  drippings  or  the  exudations  from  the 
rock,  I  have  made  a  discovery  of  oil  at  that  point,  and  I  put  up  my 
claim  and  I  don't  have  to  get  a  well  in  order  under  the  placer  law 
to  even  get  a  patent  to  that,  do  I  ?    I  have  made  a  discovery  of  oil. 

Mr.  ISbarful.  You  have  asked  a  very  interesting  question,  about 
which  courts  have  had  a  great  deal  of  diflSculty,  to  say  nothing  of 
lawyers  and  their  clients,  as  to  what  constitutes  a  discovery.  It 
was  held  in 

Mr.  La  Foixette  (interposing).  There  is  no  question  about  the 
discovery. 

Mr.  Kearfdl.  Well,  that  is  the  very  point.  It  was  held  in  the  case 
of  Miller  against  Chrisman  by  the  Supreme  Court  of  California, 
and  affirmed  by  the  Supreme  Court  of  the  United  States,  that  a  find- 
ing of  oil  pretty  much  in  the  way  in  which  you  describe  that  was 
(lone,  was  not  discovery.  There  seems  to  be  a  distinction  made 
between  a  discovery  of  oil  and  gas  on  the  one  hand,  and  metalliferous 
minerals  on  the  other,  existing  in  the  fact  that  oil  is  fugacious — ^it 
doesn't  stay  in  one  place.  The  fact  that  you  find  a  seepage  at  a  cer- 
tain place  does  not  indicate  that  the  160  acres  or  20  acres,  as  the 
case  may  he,  where  that  discovery  is  made,  is  the  place  where  there 
is  any  valuable  deposit  of  mineral,  because  it  may  come  from  a  great 
distance:  and  I  thmk  that  is  the  reason  why  they  hold  that  a  seepage, 
not  in  commercial  quantities  of  itself,  does  not  constitute  discovery. 

Mr.  La  Follette.  Well,  we  will  go  farther.  Say  I  discover  that 
and  find  that  it  is  actually  oil.  Then  I  am  able  with  a  pick  and 
shovel — ^I  don't  need  much  capital — ^to  go  in  for  50  feet,  we  will  say, 
and  I  find  oil  coming  out  from  one  well-defined  outlet,  and  I  make 
a  little  tant  there  and  get,  we  will  say,  two  barrels  of  oil  a  week. 

Mr.  Elston.  You  have  got  to  discover  the  pool,  while  you  are 
about  it,  if  you  want  to  be  safe  [laughter]. 

Mr.  La  Loluette.  I  think  that  under  any  construction  of  the  placer 
law  that  would  be  a  discovery,  just  the  same  as  when  you  go  and 
discover  a  quarter  of  an  ounce  to  the  square  yard  of  gold  in  a  gravel 
bank  you  can  get  a  patent  to  that ;  and  I  think  you  could  get  a  patent 
under  any  reasonable  construction  of  law  if  you  only  put  your  tunnel 
in  for  50  feet  or  10  feet,  if  you  got  a  barrel  or  two  of  oil  out  of  that 
rock.  That  is  a  discovery  of  oil.  I  don't  think  that  you  have  got 
to  prove  that  that  oil  came  out  of  a  deposit  on  that  20  acres. 

Mr.  KEARruih  We  must  ultimately  recur  to  the  decisions  of  the 
courts  as  to  what  constitutes  discovery ;  and  the  courts  have  said 
that  heretofore  in  all  their  experience  there  has  never  yet  been  pre- 
sented a  case  of  discovery  of  oil  by  seepage.  However,  they  have 
been  careful  to  say  that  they  will  not  undertake  to  say  that  there 
may  not  be  such  a  discovery.    So  that  is  the  way  the  matter  stands. 

Mr.  La  Follette.  Well,  I  was  just  going  to  say,  now,  suppose  that 
I  open  up  in  that  tunnel  a  mine  that  would  produce  20  ban*els  of 
oil  a  day.  You  don't  think  the  court  would  say  I  had  not  made 
a  valid  discovery,  do  you  ? 

Mr.  Kearfft^  I  think  the  court  would  prol)ably  say  you  had. 
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Mr.  La  Follbtte.  Well,  then,  suppose,  as  Mr.  Lienit>ot  said  a  whik 
ago,  that  he  and  eight  other  men  take  160  acres  adjacent  to  that  :^. 
acres,  and  thev  make  a  location,  have  it  surveyed  out  and  start  work 
upon  that,  and  they  know  that  they  are  not  able — ^they  may  have  a 
hard  formation  and  they  may  have  to  drill,  and  they  find  that  thev 
haven't  got  the  money  to  put  down  a  well  to  a  sufficient  depth  prob- 
ably to  tap  the  oil.  Now,  when  I  go  after  oil  there  I  am  not  after 
the  oil  itself ;  I  am  after  the  money  which  I  can  make  out  of  that 
oil  when  I  get  it.  Mr.  Lenroot  and  his  associates  want  the  nione} 
that  they  can  make  out  of  the  oil  that  they  get  out  of  the  claim,  and 
they  have  not  got  the  money  to  do  the  work  with,  and  they  associate 
themselves  wiA  somebody  that  has  got  the  money.  Now,  you 
wouldn't  question  for  a  minute  that  if  it  cost  $50,000  to  get  that  oil. 
and  they  hired  someone  to  go  down  in  that  ground,  that  it  was  not 
legitimate  and  they  would  not  get  the  title?  Suppose  they  woulJ 
find  some  one  that  was  willing  to  take  a  chance  with  them  <»i  that 
and  put  up  the  $50,000,  and  the^'  bring  in  a  discovery  of  a  thousand 
barrels  of  oil.  Thev  are  not  doing  that  for  fraud;  thev  are  doineit 
to  better  their  financial  condition  because  they  are  poor  men.  Where 
is  the  Government  losing  anything  by  a  thing  of  that  kind,  or  where- 
in is  there  any  fraud  'i 

Mr.  Kearful.  I  don't  say  the  Government  is  losing  anything.  1 
don't  say  that  the  law  is  a  good  law. 

Mr.  La  Follette.  Whoroin  is  there  anv  fraud?     I  think  it  i>  t 

m 

very  narrow  construction  of  law  that  would  put  any  criminal  intent- 
apply  any  criminal  intent  to  men  under  those  conditions,  and  wt- 
wouldn't  have  any  development  of  the  resources  of  the  West,  or  at 
least  only  a  very  small  per  cent  of  it,  if  that  principle  had  always 
been  applied. 

Mr.  Lenroot.  Now,  just  one  question,  Mr.  Kearful.  You  made 
a  statement  that  I  think  may  be  susceptible  of  two  constructions. 
You  stated  in  answer  to  a  question  by  Mr.  Taylor,  as  I  .understood 
you,  that  the  diligence  that  entitles  a  man  to  protection  must  Iv 
continued  from  the  time  of  the  location.  Now,  just  what  did  yoi; 
mean  by  that? 

Mr.  Kearful.  Well,  I  mean  just  what  is  meant  by  the  Supn»n«- 
Court  of  California  in  the  Express  Oil  Co.  case,  when  it  said  that: 

This  (lili^ont  prosecution  of  the  work  (»f  tliscovery  (1<k*<  not  luenii  the  (loin::  ''f 
Mssessnieiit  work.     It  <loes  not   mean   the  jnirsult  of  enpital    to  pn>secute  tbt- 
work.     It  Hoes   n(»t   mean   an.v   attempteil   lioi<iin^,   hy    enhin,    luinl>er  \nW.  *- 
iiuu.se<l  <lerrlek.     It   means  the  illliji:ent.  continnoiis  prosecntfou  of  tht»   v-«>ri 
with  tlje  exiKMuiitm'e  of  wliateviM*  money  nwiy  l>e  neces.sary  to  the  eml  in  viea 

That  is  to  be  qualified  by  the  expression  of  the  same  court  in  tl»»' 
McKittrick  Oil  case — not  qualified  but  amplified — in  which  they  sji}  : 

We  Ho  not  mean  to  liold  that  Mich  (llli;j:ent  prosecution  of  the  work  may  [.•♦! 
include  such  actual  |»re])a ration  for  tlie  .same  as  the  l)riu^ln;!  to  the  claim  «•! 
the  materials  neces.sary  therefor.  We  have  no  such  Kituati(»n  preseiiti*d  hy  r*.'* 
evhlence  here  antl  nee<l  not  determine  exactly  what  will  constitute  the  dilip^*!- 
prosecuti<»n  of  discovery  work.  Here  we  have  nothiu>;  more  than  an  Indefiniii' 
'*  fljfurinjr '*  with  other  iiersons  as  t<»  what  they  would  charjre  for  doiii?  iK*- 
work,  if  eniployetl  to  do  so,  which  by  no  stretch  can  l)e  held  to  nmstitute  r 
part  of  the  actual  prosecution  of  the  work  of  discovery. 

Mr.  Lenroot.  Now.  those  cases  were  cases  where  thei-e  were  con 
testing  private  claims  for  the  same  property,  and  didn't  the  qnestiot 
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of  the  rights  of  the  claimant  rest  wholly  upon  the  question  of  dili- 
gence at  the  time  of  the  assertion  of  the  adverse  claim  ? 

Mr.  Kearfui^  I  think  so. 

Mr.  Lbnroot.  Now  do  you  think  that  an  adverse  claimant  would 
have  been  permitted  to  show  that  during  the  first  three  months  of 
the  location  there  had  not  been  due  diligence,  if  it  commenced  and 
continued  up  to  the  time  of  the  assertion  of  the  adverse  claim? 

Mr.  KEARFtnCi.  I  think  not. 

Mr.  Lenroot.  I  thought  that  was  what  you  meant.  But  you  still 
think  that  would  be  a  fraudulent  claim,  if  he  did  not  have  the  means 
to  develop  the  claim? 

Mr.  Kearful.  If  he  subsequently  procured  the  means  and  went  on 
before  any  other  right  intervened  either  by  an  adverse  claimant  or 
by  action  of  the  Government,  there  would  be  no  question  about  his 
^ood  faith.  It  might  be  taken  as  being  a  new  proceeding,  as  of  the 
time  when  his  good  faith  was  manifested. 

Mr.  Lenroot.  Why  wouldn't  the  same  rule  apply  then,  using  the 
illustration  that  I  gave  you,  when  you  said  that  in  your  opinion  if 
the  location  was  made  and  then  to-day  or  next  month  he  makes  a 
lease  with  a  driller  for  a  share  of  the  proceeds,  you  said  that  in  that 
case  you  thought  it  would  be  fraudulent.  Why  don't  the  same  rea- 
sons apply? 

Mr.  Kearful.  Because  in  the  case  which  you  first  put  with  refer- 
ence to  the  lease  to  the  driller,  the  intention  and  the  result  of  the 
transaction  is  to  give  the  driller  the  benefit  of  more  land  than  he 
could  acquire  for  himself. 

Mr.  Lenroot.  Oh,  there  was  no  such  qualification — excuse  me, 
Mr.  Kearful — there  was  no  such  qualification  in  the  question  that 
I  put. 

Mr.  Kearful.  That  was  as  I  understood  you. 

Mr.  Lenroot.  No,  certainly  not.  It  involved  a  lease  of  160  acres 
by  a  group  of  people ;  a  drilling  contract,  but  instead  of  paying  the 
driller  $50,000  for  drilling  a  well  an  agreement  was  made  to  give 
him  a  portion  of  the  proceeds. 

Mr.  Kearful.  Well,  that  involves  giving  him  eight  times  as  much 
as  he  could  take  to  drill  for  himself,  under  the  law.  He  gets  it  by 
reason  of  locations  made  by  other  parties  who  had  no  intention  to 
prosecute  discovery  work,  therefore  they  had  nothing  to  convey. 

Mr.  Lenroot.  You  think,  then,  that  the  amount  of  compensation 
that  a  driller  gets  goes  to  affect  the  validity  of  the  claim? 

Mr.  Kearful.  I  think  the  amount  of  compensation  is  one  of  the 
determining  factors.  There  are  in  all  these  cases  different  elements 
and  combinations  of  elements  which  may  put  a  different  light  upon 
each  particular  case,  and  it  might  be  subject  to  question  in  a  case  as 
narrow  as  the  one  you  put,  whether  it  would  be  treated  or  should  be 
treated  as  a  fraudulent  claim. 

Mr.  Elston.  Have  you  been  out  in  the  West  a  good  deal,  Mr. 
Kearful  ?    Where  were  you  bom  ? 

Mr.  Kearful.  In  Missouri. 

Mr.  Elston.  Have  you  been  in  the  West  at  all,  so  that  you  are 
conversant  with  the  mining  parlance  and  mining  positions  and  the 
customary  thought  of  prospectors?  I  am  just  trying  to  see  whether 
you  get  the  atmosphere. 
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Mr.  KfiARFUL.  Yes,  sir. 

Mr.  Elston.  You  are  familiar  wiUi  what  they  call  a  "^  grub  suke^! 

Mr.  Keartul.  Yes. 

Mr.  Elston.  That  is  a  matter  that  has  persisted,  I  suppose,  i: 
mining  customs  for  50  or  60  years.  According  to  your  theory  i 
grub  stake  would  be  absolutely  invalid,  would  it,  because  it  shoin 
on  the  face  of  the  orimial  contract  that  the  grub  staker  had  no  ao^ 
thority  to  do  it  himself,  but  went  out  assisted  by  others  i 

Mr.  E^EARFUL.  No,  I  don't  think  that  is  a  parallel  case  at  all.  Tk 
grub  staker  is  simply  a  man  who  has  confidence  in  a  certain  manV 
ability  to  do  something  and  lends  him  money  or  furnishes  him  wit- 
material. 

Mr.  Eu»TON.  No,  a  grub  stake  is  not  that.  It  is  not  paying  back 
money.  It  is  merely  going  out  and  participating  in  the  actual  profit> 
of  what  the  main  finds. 

Mr.  Kearful.  Well,  if  a  man  goes  out  and  locates  20  acres,  as  ht 
may  do  under  the  placer  law,  and  makes  a  discovery  that  is  ral- 
uable,  he  divides  up  with  his  grub  staker.  There  is  nothing  un- 
lawful about  that. 

Mr.  Elston.  Well,  suppose  he  makes  100  locations  of  20  aci^ 
each? 

Mr.  EIearful.  Well,  if  he  does  his  proper  work  on  each  one,  then- 
is  nothing  wrong  about  that. 

-  Mr.  Elston.  But  I  am  speaking  of  the  custom.  Of  course  he  cac 
not  do  that  work,  but  the  man  who  grub  stakes  him  may,  and  diat  h 
always  contemplated  in  the  original  contract,  that  the  grub  staker 
may  do  it. 

The  Chairman.  And  in  that  case  the  grub  staker  would  get  moiR 
than  he  himself  got. 

Mr.  Keartul.  No,  not  at  all.  That  is  not  correct.  The  gmb 
staker,  if  he  himself  went  out  and  did  just  what  his  agent  did.  he 
could  get  the  whole  thing. 

Mr.  LiENROOT.  Then  in  the  case  that  I  put  to  you,  the  driller  could 
make  eight  or  eighty  locations. 

Mr.  KBARrriL.  Yes,  but  he  must  furnish — ^the  grub  staker  must 
furnish  the  money  or  the  material  for  doing  all  the  work  that  i? 
necessary  under  the  law,  just  as  if  he  himself  went  out  and  did 
the  same  work  on  each  location. 

Mr.  Ei^TON.  Now,  Mr.  Kearful,  what  I  want  to  get  is  this:  I? 
it  your  opinion — I  am  asking  this  from  you  personally  of  course- 
is  it  your  opinion  that  a  good  deal  of  the  customary  habits  of  pros- 
pectors in  making  what  you  call  "  paper  locations  "  have  grown  up 
out  of  a  tradition  that  has  persisted  tor  40  or  50  years,  and  almost 
^t  into  the  rules  of  the  game,  and  that  has  been  during  all  those 
times  under  the  tacit  consent  of  the  Government  itself  ?  Or  do  vmi 
believe  that  the  habit  which  you  speak  of  is  the  result  of  conspiracr 
and  a  result  of  design  or  sinister  motive? 

Mr.  Kearful.  I  haven't  any  idea  that  it  is  the  result  of  any  de- 
sign or  sinister  motives.  I  think  it  is  a  custom  that  has  grown  up 
in  the  West. 

Mr.  Elston.  For  how  long  ? 

Mr.  Kearful.  For  many  years. 

Mr.  Elston.  Fifty  or  sixty  years  hasn't  it  been? 
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Mr.  £[£ABFiiL.  I  don't  know  just  how  long,  but  a  great  many  years. 

Mr.  Elston.  And  most  men  who  act  in  that  manner  have  no  idea 
that  th^  are  violating  the  law. 

Mr.  Kbarful.  And  that  occurred  before  it  occurred  in  the  case  of 
oil  claims,  with  coal  claims. 

Mr.  Elston.  Now,  just  let  me  go  a  little  further.  Hasn't  it  also 
occurred  to  a  large  extent  in  gold,  copper,  and  what  you  call  the 
metalliferous  minerals;  and  hasn't  to  a  large  extent  that  whole  in- 
dustry in  the  West  been  built  up  from  the  locations  and  hazards  of 
prospectors  who  at  the  time  they  made  their  locations  were  not  able 
to  go  forward  with  it  in  a  monitary  way  ?  I  am  speaking  now  of  the 
whole  metal  industry  of  the  United  States. 

Mr.  Kbarful.  The  case  is  entirely  different,  because  a  man  who 
makes  a  discovery  has  a  title  which  he  can  convey.  In  the  case  of 
metalliferous  minerals  he  does  not  go  and  hold  it  while  he  is  doing 
discovery  work.    He  goes  on  there  and  makes  discovery. 

The  Chairman.  Did  I  understand  you  correctly,  Mr.  Kearful,  to 
say  that  if  eight  men  filed  on  a  160-acre  claim,  and  their  location  no- 
tices were  regularly  filed,  and  they  were  proceeding  regularly,  that 
in  the  event  they  took  $60,000  from  their  pockets  and  hired  a  man 
to  drill  that  for  them  and  develop  that  for  them,  that  that  was  a 
re^lar  transaction? 

Mr.  Kearful.  One  hundred  and  sixty  acres? 

The  Chairman.  Yes. 

Mr.  Kearful.  Perfectly  regular. 

The  Chairman.  Did  I  understand  you  a  moment  later  in  answer 
to  the  question  by  Mr.  Lenroot,  to  say  that  if  those  men,  those  eight 
men,  were  without  money  and  they  entered  into  a  contract,  a  drilling 
contract,  with  a  man  qualified  and  ready  and  able  to  do  the  work,  to 
develop  that  for  them,  for  a  contingent  interest  in  that  lease,  that 
that  was  illegal  in  your  opinion? 

Mr.  Kearful.  I  think  so. 

The  Chairman.  Well,  what  is  the  theory  of  that?  Who  evolved 
such  a  theory  as  that? 

Mr.  Kearful.  It  is  the  plain  language  of  the  law.  I  do  not  say 
that  the  law  is  the  best  law  or  should  not  be  changed. 

The  Chairman.  Well,  will  you  state  to  me  just  what  kind  of  case 
would  fall  under  this  act  of  March  2,  1911  ?  Now  your  whole  testi- 
mony leads  to  this,  if  I  can  follow  you  and  understand  it — and  I 
have  tried  to  be  earnest  and  faithful  about  it — about  the  only  kind 
of  a  company  that  could  operate  under  this  act  of  1911  would  be  eight 
men  who  arm  themselves  with  eight  picks  and  eight  shovels,  and  dug 
every  day,  and  the  only  time  they  could  make  a  transfer  would  be 
during  the  noon  hour  between  the  time  when  they  quit  at  12  and 
came  back  at  1.  [Laughter].  Now  what  other  time  would  you  in- 
clude? 

Mr.  Kearful.  In  the  first  place,  it  would  not  be  feasible  and  would 
be  taken  as  a  mere  pretense  for  anybody  to  undertake  to  go  out  in 
the  field,  where  it  is  known  you  must  go  two  or  three  thousand  feet 
to  get  oil,  with  a  pick  and  shovel. 

The  Chairman.  Well,  I  am  speaking  figuratively,  of  course.  In 
what  kind  of  a  case  could  they  proceed  regularly  under  that  act 
without  breaking  the  law  ? 
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Mr.  Keabful.  The  kind  of  a  case  is  one  where  having  madetr 
paper  location,  they  have  engaged  in  the  prosecution  of  discorr:^ 
work. 

Mr.  Elston.  By  thnnselves  and  not  throu^  an  arrangement 'L' 
as  you  mention  ?  , 

Mr.  Kearful.  Yes,  sir. 

The  Chairman.  Now,  where  do  you  find  anything  in  that  I  ^ 
that  says  that  they  must  be  digging  or  drilling  or  operating  f 

Mr.  KEABruL.  Or  preparing  to  do  so. 

The  Chairman.  Or  preparing  to  do  so,  as  a  condition  precedent'- 
their  making  valid  transfer  to  some  operating  company  i 

Mr.  Kearful.  Because  the  condition  is  stated  in  the  act  tbi 
must  be  in  all  other  respects  valid  and  regular. 

The  Chairman.  Is  there  anything  invalid  about  the  filing  «)f  f' 
tices  in  the  clerk's  office,  or  the  register  of  deeds'  office  ? 

Mr.  Kearful.  There  is  nothing  invalid,  but  the  claim  is  not  '^^ 
sidered  as  a  valid  claim,  as  I  understand  the  decisions,  which  anM 
to  one  effect  that  unless  the  person  is  engaged  in  the  prosecution  •' 
discovery  work  he  has  no  claim  recognized  as  a  valid  claim.  Th<^rr 
fore,  under  that  act  I  say  that  he  has  nothing  to  convey.  He  can  r  ■ 
merely  convey  a  paper  location,  because  if  he  could  do  that  tlur 
there  would  be  no  limit  at  all,  absolutely  no  limit,  because  all  ib 
would  have  to  be  done  would  be  to  make  paper  locations  and  tnn- 
fer  them  to  one  man,  and  there  would  be  no  limitation  upon  t^- 
amount. 

The  Chairman.  Do  you  think  that  is  a  fair  interpretation  ofthn 

section? 

Mr.  Kj:arful.  I  think  it  is  a  necessary  one. 

The  Chairman.  And  you  think  that  is  fairly  carrying  out  whsi 
Congress  intended  by  that  section  ? 

Mr.  Kearful.  I  can  only  judge  of  the  intention  of  Congres*  ^} 
the  language  used. 

The  Chairman.  Have  you  preserved  the  reports  on  that  act  <■* 
March  2, 1911  ?    Do  you  have  them  ? 

Mr.  Kearful.  I  haven't  them  here,  no.    I  have  read  the  debate 

The  Chairman.  Is  there  anything  in  the  debates,  or  anythin«:  'i- 
the  reports  that  takes  the  narrow  construction  that  you  put  on  that. 
to  justify  that  construction,  outside  of  the  act? 

Mr.  Kearful.  There  is  nothing  to  the  contrary.  I  can  safely  >a) 
that.    I  haven't  them  clearly  in  mind. 

The  Chairman.  But  you  should  expect  to  find  more  than  that  f- 
the  casual  reader? 

Mr.  Kearful.  But  the  language  itself  is  not  susceptible,  in  ^; 
opinion,  of  any  other  construction,  because  when  certain  lanpua??  i^ 
used  which  has  been  construed  by  the  courts,  Congress  is  taken  ^'' 
have  meant  what  the  courts  think  it  meant. 

The  Chairman.  Now  let's  see  about  that.    The  act  of  1911  '^}- 

That  in  no  case  shall  a  patent  be  denied  to  or  for  any  lands  heretofore  ^oc&tf 
or  claimed  under  the  mining  laws  of  the  United  States  containing  petn'H'^ 

Now  does  anybody  doubt  that  when  a  man  files  his  notices,  <^^^ 
has  claiift  and  files  his  location — does  anybody  doubt  that  he  d^' 
claimed  it  under  the  mining  law  ?  "  mineral  oil,  or  gas  solelv  bec^'' 
of  any  transfer  or  assignment  thereof,  or  of  any  interest  or  inters- 
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therein  by  the  original  locator  or  locators,  or  any  of  them,  to  any 

Qualified  persons  or  person  or  corporation" — ^that  would  be  a  man 
rilling  for  cash  or  a  contingent  fee — ^  prior  to  discovery  of  oil  or 
Sas  therein."  Now  it  says  when  ?  He  can  do  it  at  all  times  prior  to 
iscoverv — ^^  but  if  such  claim  is  in  all  other  respects  valid  and  regu- 
lar." Now  you  make  the  point  that  "  valid  "  means  they  must  have 
been  digging  at  it  or  drilUng  on  it  ? 

Mr.  Kearful.  They  must  have  been  in  prosecution  of  discovery 
work. 

The  Chairman.  Now  where  do  you  get  that?  Where  do  you  get 
that  construction  ?  It  says  "  patent  therefore  not  exceeding  160 
acres  in  any  one  claim  shall  issue  to  the  holder  or  holders  thereof, 
as  in  other  cases :  Provided,  however,  that  such  lands  were  not  at  the 
time  of  inception  of  development  on  or  under  such  claim  withdrawn 
from  mineral  entry."  Congress  could  have  had  but  the  one  idea  in 
mind  in  that.  I  was  a  member  of  that  committee  when  that  act  was 
passed,  and  while  I  do  not  remember  all  that  was  said  about  it,  that 
language  certainly  could  mean  but  one  thing,  and  that  one  thing 
would  be  that  the  locators  had  the  right  to  make  the  transfer;  and 
to  say  that  they  can  make  it  for  cash  and  can  not  make  it  for  a  con- 
tingent interest  in  the  estate  is  not  at  all  reasonable. 

Mr.  KEARFtrii.  The  situation  sought  to  be  met  by  that  act  was  that 
the  Interior  Department  had  held  that  the  transfer  of  an  association 
claim  before  discovery  was  not  permissible  under  the  law  because  it 
would  vest  in  the  transferee  more  than  one  person  could  lawfully  lo- 
cate, so  that  if  an  association  of  eight  persons  transferred  to  one,  all 
he  could  get  patent  for  would  be  20  acres.  In  view  of  that,  and  that 
alone,  this  act  was  passed  so  that  where  discovery  had  been  made 
under  such  circumstances,  the  transferee  could  get  a  patent  for  the 
entire  160  acres,  the  same  as  the  original  locators  could.  There  was 
nothing  «aid,  as  I  remember  it,  in  the  report — ^there  was  nothing  said 
about  what  constituted  a  valid  claim. 

-Mr.  Lenroot.  Will  you  state,  Mr.  Kearful,  as  I  understood  you, 
a  paper  location  is  not  transferable? 

Mr.  Kearfttl.  Unless  it  is  accompanied  by  discovery  work.  That 
is  my  understanding  of  the  law. 

Mr.  Lenroot.  I  would  like  to  call  your  attention  to  the  decision  in 
the  North  American  Consolidated  Case  by  Judge  Bean,  after  speak- 
ing of  the  difficulty  of  applying  the  placer  law  to  an  oil  location, 
says: 

There  was  no  law,  State  or  national,  at  the  time  of  the  witlidrawal  autliorlz- 
ing  or  requiring  the  marking  of  boundaries  of  mining  locations  or  the  post- 
ing and  recording  notice  of  an  intention  to  locate  a  mining  claim  prior  to  dis- 
covery, or  declaring  the  effect  of  such  notice  or  the  failure  to  give  it.  In  view 
of  the  conditions,  however,  and  the  necessities  of  the  case,  a  practice  had  grown 
up  to  mark  the  boundaries  and  post  on  the  land  and  record  in  a  public  office 
so-called  notice  of  location,  which  operated  by  common  consent  as  a  manifesta- 
tion of  a  purpose  on  tfae  part  of  the  parties  named  therein  to  claim  the  land 
within  the  described  boundaries,  and  gave  to  them  or  their  assignees  a  prefer- 
ence right  to  the  possession.  This  right  had  been  recognized  by  the  local  courti* 
as  transferrable,  and  the  possession  of  a  bona  fide  occupant  or  claimant  holding 
under  such  location  was  protected  against  all  forms  of  forcible  or  clandestine 
entry  or  Intrusion  by  third  parties,  while  he  was  in  good  faith  diligently  en- 
gaged in  work  leading  to  discovery,  in  ord^  that  he  might  make  discovery,  which 
when  made  would  relate  back  to  date  of  notice. 
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Mr.  Kearful.  I  do  not  construe  that  language  as  being  confined: 
the  work  of  the  assignee.  I  think  that  language  is  not  at  all  ismr 
sistent  with  the  proposition  that  I  have  stated,  that  the  paper  loei^ 
tion  is  not  transferrable  because  it  is  not  a  valid  claim — does  net 
amount  to  a  valid  claim  unless  accompanied  by  the  prosecution  i 
discovery  work. 

Mr.  Lenroot.  Well,  if  the  original  claimant,  if  he  had  not  ss^ 
signed  the  claim  and  could  the  next  day  have  proceeded  with  work 
looking  to  discovery,  would  he  have  been  protected,  in  your  judi 
ment?    You  said  while  ago  he  would. 

Mr.  Keartul.  Yes,  sir. 

Mr.  Lenroot.  Then  why  shouldn't  his  assignee? 

Mr.  Kearful.  Well,  if  it  was  only  claim,  if  it  was  only  one  clai 
of  20  acres,  there  would  be  no  difficulty  about  it.  But  I  was  speakiBf 
of  an  assignment  of  an  association  to  one,  or  an  assignment  of  i 
number  of  association  claims  to  one. 

Mr.  Lenroot.  What  difference  does  that  make? 

Mr.  KearfxjIi.  The  difference  would  be  that  the  one  to  whom  it  vt 
assigned  would  be  taking  more  than  the  law  allows  to  one  person. 

Mr.  Lenroot.  Well,  but  what  has  that  to  do  with  diligent  worl 
looking  to  discovery  ?  In  either  case  he  would  be  getting  more  tint 
any  one  person  could  take. 

Mr.  Kearful.  But  if  he  is  doing  diligent  work  looking  towari 
discovery,  that  may  be  done  on  any  number  of  claims  and  ther^ 
fore,  in  order  to  transfer  a  number  ox  claims  to  one  person,  there  mu^ 
be  the  diligent  work  on  each  claim,  otherwise  there  is  no  claim. 

Mr.  Lenroot.  Prior  to  the  transfer? 

Mr.  Kearful.  Prior  to  the  transfer. 

Mr.  Lenroot.  But  do  you  think  you  can  find  any  authority  to  so 
hold  ?  I  will  put  it  this  way :  Is  it  your  intention — ^I  think  we  ha« 
two  new  theories,  if  you  will  permit  me,  Mr.  Kearful,  that  certainlj 
have  not  developed  before  the  committee  before.  I  have  been  om 
member  of  the  committee  who  has  insisted  from  the  beginning  of  this 
controversy  that  we  ought  not  to  broaden  the  placer  mining  la^: 
that  we  should  take  care  of  any  equitable  rights  the  claimants  had  bj 
preferential  lease,  royalty  to  the  Government;  but  now,  if  I  under- 
stand you,  we  have  two  new  theories  which  certainly  have  never  be® 
submitted  to  this  committee  or  considered  by  the  committee;  fir?t 
that  imless  a  locator  who  files  a  Iwation  has  ability  himself  to  pr»>- 
ceed  with  discovery,  the  claim  is  fraudulent. 

Second,  that  an  assignment  of  a  location  not  accompanied  with 
positive  work  seeking  discovery  before  the  assignment,  is  void  an'i 
fraudulent.    Now  am  I  correct? 

Mr.  KeartuI/.  Not  quite  correct,  no.  I  do  not  like  the  use  of  tb^ 
word  "  fraudulent." 

Mr.  Lenroot.  Well,  is  void.  I  will  withdraw  the  word  fraudiileni 
Enough  to  defeat  the  right  of  an  assignee? 

Mr.  Kearful.  I  do  not  like  to  put  into  such  short  language  as  yoc 
have  that  the  man  who  hasn't  the  ability  to  make  a  claim  is  commit- 
ting a  fraud  because  he  makes  a  location.  If  the  man  hasnt  tb 
ability  to  prosecute  discovery  work,  it  is  evidence  of  the  fact  that  he 
has  no  intention  to  do  so.  If  subsequently  he  acquires  the  means  for 
prosecuting  the  work,  and  proceeds,  then  I  think  that  his  location 
may  well  begin  from  the  beginning  of  his  good  faith. 
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Mr.  Lenroot.  Now,  under  your  theory,  you  would  expect^  would 
a  not,  to  win  practically  all  of  the  pending  cases  except  m  cases 
e  the  Honolulu,  if  you  do  not  establish  your  fraud,  where  they 
ve  such  a  large  capital  that  they  themselves  have  been  able  to  pro- 
id  with  development? 

Mr.  Kearfuij.  I  don't  quite  like  the  way  in  which  you  refer  to  the 
>nolulu  case  as  being  a  company  which  might  be  excepted  from 
it  rule  because  of  their  large  capital. 

Mr.  LiENROOT.  I  mean  any  company  that  had  capital  to  develop, 
mming  that  the  locations  in  their  cases  were  valid ;  that  they  did 
t  have  to  make  these  leases  that  you  say  would  void  the  claim. 
Mr.  Kearful.  It  is  perfectly  obvious — ^it  must  be  to  you  and  to 
y  thinking  person — ^that  in  order  to  do  discovery  work  on  more 
an  one  claim,  it  takes  more  capital  than  it  does  to  do  discovery 
)rk  on  one  claim ;  and  if  you  have  20  claims  it  takes  more  capital 

do  work  on  those  20  claims  than  it  does  on  one.    That  is  a  self- 
ident  proposition. 
Mr.  Lenroot.  Certainly. 

Mr.  Kearful.  So  that  a  person  who  has  the  capital  to  do  the 
3rk  on  20  claims,  and  intends  to  and  does  do  the  work,  he  has  the 
^ht  under  the  law  to  take  more  than  the  one  who  has  only  capital 

do  the  work  on  one  claim.    That  is  evident  from  the  law. 

Mr.  Lenroot.  That  is  true. 

Mr.  Kearful.  That  is  the  proposition. 

Mr.  Lenroot.  But  in  the  cases  that  you  now  have  pending,  under 

)ur  theory,  if  you  are  able  to  prove  that  the  present  claimant 

aims  under  an  assignment  of  a  locator  who  himself  had  not  prose- 

ited  any  work  looking  to  discovery,  you  would  claim  that  that 

aimant  has  no  legal  rights  in  the  premises. 

Mr.  Kearful.  If  what  he  claims  to  hold  is  more  than  the  law 
lows  for  one  person,  yes.  In  other  words,  if  an  association  of 
ght  persons,  without  any  intention  to  prosecute  the  work,  conveyed 
)  one  person,  then  I  think  that  the  work  of  the  one  person  does  not 
irail  him,  because  the  law  does  not  in  that  case  give  him  more  than 
3  acres. 

Mr.  Lenroot.  I  see.  So  that  in  every  case  that  is  pending,  then, 
■  here  is  an  assignment  of  a  group  of  eight  peraons  to  one  person, 
1  your  judgment  that  assignment  is  void  and  there  are  no  legal 
ights  existing. 

Mr.  Kearful.  That  is  not  our  position  at  all.  I  tried  to  make  the 
osition  clear. 

Mr.  Lenroot.  You  understand,  Mr.  Kearful,  I  want  information, 
'hat  is  all  I  am  after.  I  am  not  trying  to  ask  any  catch  questions 
ere  at  all. 

Mr.  Kearful.  Let  me  see  if  I  can  make  it  clear.  If  the  assign- 
lent  is  made  in  good  faith,  which  requires  that  there  should  have 
een  discovery  work  done,  then  it  is  valid.  If  there  has  been  no 
[iscovery  work  done  after  the  making  of  the  location,  before  the 
ssignment,  and  the  assignment  is  of  a  group  of  claims  to  one  per- 
on,  then  I  say  it  is  in  violation  of  the  law. 

Mr.  Lenroot.  Now,  let  me  see  if  I  understand  you.  I  am  en- 
itled  to  20  acres  idividually,  but  under  your  theory,  if  eight  locaters 
assigned  to  me,  I  would  be  getting  more  than  the  law  permitted  me. 
s  that  true  ? 
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Mr.  Kearful.  Unless  they  had  prosecuted  disoovery  work  whicl 
gave  them  a  valid  claim.  Then  under  the  act  of  1911  they  would 
have  the  right  to  assign,  and  you  would  have  the  right  to  take  it 
if  you  had  yourself  begun  the  prosecution  of  discovery  work  on  eacb 
one  of  those  claims. 

Mr.  Lenroot.  Well,  that  act  of  1911  was  not — does  not  apply  be^ 
fore  discovery? 

Mr.  KsARFuii.  The  act  of  1911 — ^which  act  do  you  mean,  the  as- 
signment act,  authorizing  assignmtot  before  discovery? 

Mr.  Lenroot.  Yes. 

Mr.  KEARFuii.  That  is  true. 

Mr.  Lenroot.  But  then  in  any  of  these  cases  that  are  pending,  ii 
you  are  able  to  prove  that  the  original  locaters  had  not  themselves 
prosecuted  work  looking  to  discovery,  you  expect  the  Government  to 
win  the  case,  where  they  had  made  an  assignment? 

Mr.  Kearful.  If  it  was  a  group  that  assigned  to  one  person. 
yes,  sir. 

Mr.  Lenroot.  And  in  the  case  of  those  eight  locaters,  if  you  are 
able  to  show  that  they  themselves  had  no  intention,  or  the  means 
to  themselves  prosecute  discovery,  you  claim  that  would  be  fraudu- 
lent? We  will  suppose  they  had  no  intention  themselves  to  pr<«e- 
cute  discovery,  nor  the  means  to  do  so,  at  the  time  they  filed  their 
locations.    Now  is  that  correct? 

Mr.  Kearful.  And  subsequently  what? 

Mr.  Lenroot.  Subsequently  assigned. 

Mr.  KEARFuii.  I  think  the  claim  would  be  invalid. 

Mr.  Elston.  Mr.  Kearful,  you  have  expressed  your  opinion  as  to 
liow  this  custom  of  making  locations  in  the  manner  you  speak  of  has 
grown  up,  and  I  think  you  said  there  is  no  conscious  wrong ;  that  the 
habit  and  custom  may  have  been  a  large  factor  in  it.  Do  you  lie- 
lieve,  in  view  of  that  circumstance,  that  the  curing  of  that  wouW 
be  out  of  place? 

Mr.  Kearful.  That  is  a  legislative  question,  but  I  am  free  to 
say  that  I  think  those  people  ought  to  be  treated  with  consideration, 
and  a  curative  act  would  be  proper. 

Mr.  Lenroot: 

Mr.  Elston.  There  are  sprinkled  through  the  statutes  over  prac- 
tically the  whole  history  of  our  Congress  examples  of  what  yon 
would  call  relief  acts  and  curative  acts,  are  there  not? 

Mr.  Kearful.  Certainly. 

Mr.  Elston.  And  those  are  based  upon  the  fact  that  the  party  for 
-^hom  relief  is  sought  neglected  some  technical  requirements  of  the 
law? 

Mr.  Kearful.  Ver^  often. 

Mr.  Elston.  And  in  passing  ciurative  acts  the  Government  gen- 
erally in  effect  says  this  :^*  If  I  wished  to  I  could  take  every  bit  of  the 
property  covered  by  the  curative  act,  the  subject  matter,  from  yon, 
but  recognizing  the  fact  that  by  some  mistake  or  excusable  neglect 
you  could  be  done  out  of  your  property  without  probably  what 
you  would  call  equitable  treatment,  I  forego  that  and  give  you  the 
property  in  view  of  the  fact  that  vou  are  not  consciously  and  fraudu- 
lently at  fault? 

Mr.  Kearful.  That  often  happens. 
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Mr.  EusTON.  Now  do  you  approve  the  policv  of  that  kind  of  thins, 
in  which  case  frequently  the  party  gets  the  whole  of  tiie  thing  whidi 
he  has  made  his  claim  upon,  instead  of  a  portion  of  it?  And  I  would 
ask  you  to  refer  back  to  your  knowledge  of  such  curative  acts  and 
tell  me  whether  in  such  cases,  covering  homesteads  and  other  matters, 
the  party  does  not  get  the  whole  of  the  thing  he  is  claiming,  but 
which  the  Government  might  take  away  from  him  entirely,  instead 
of  taking  a  modicum  of  it! 

Mr.  IQl^rfctl.  I  have  in  mind  laws  relating  to  homesteads  and 
other  matters  where  curative  acts  have  been  passed,  and  also  general 
acts  have  been  passed  providing  for  curative  action  by  administrative 
officers. 

Mr.  Elston.  Now  hasn't  the  effect  of  that  in  a  good  many  cases 
been  to  practically,  so  far  as  legal  effect  has  gone,  to  convey  a  whole 
and  complete  title  on  the  part  of  the  Government,  merely  by  grace, 
to  a  party  who  had  no  legal  claim  to  it  whatever,  but  youi  put  him  in 
the  same  circumstances  as  if  he  had  absolutely  complied  fully  with 
the  law  in  respect  to  the  matter  ? 

Mr.  Kjbarful.  That  has  been  done. 

Mr.  Edbton.  Well,  that  has  been  the  history  of  most  curative  ^cts. 
It  has  not  been  giving  him  only  a  portion  of  the  subject  matter  to 
which  he  may  claim  through  mistake,  but  it  has  given  him  the  whole 
of  it. 

Mr.  Kearful.  That  is  true  as  to  homesteads. 

Mr.  Elston.  Don't  you  think  it  is  true  in  regard  to  most  matters 
that  curative  acts  have  heretofore  covered  ? 

Mr.  EIearful.  I  w  ouldri't  say  that. 

Mr.  Elston.  Now,  Mr.  Kearful,  I  understand  there  is  a  condem- 
nation act  covering  these  oil  claimants  in  the  Naval  Reserves.  Are 
you  familiar  with  that  act? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Eu3T0N.  Is  it  your  opinion  that  if  the  Naval  Reserves  are  left 
out  of  the  relief  provisions  of  this  section,  that  when  the  claimants 
submit  their  claims  to  the  Interior  Department  under  the  condem- 
nation act.  that  the  rules  with  regard  to  their  titles,  which  you  have 
announced  here,  will  be  invoked  by  the  Secretary  of  the  Interior, 
and  that  only  those  that  can  measure  up  to  the  full  requirements  of 
the  rules,  as  you  have  stated,  will  be  entitled  to  any  compensation 
under  that  condemnation  act?  I  wish  we  could  get  them  here  to  see 
what  we  are  facing  as  affecting  the  Naval  Reserves. 

Mr.  E^EARFUL.  There  is  no  difference  in  the  situation  so  far  as 
claims  are  concerned  between  those*  in  the  Naval  Reserves  and  those 
on  the  outside. 

Mr.  Elston.  I  think  you  have  stated  that. 

Mr.  Ejsarful.  And  the  condemnation  bill  that  you  speak  of  does 
not  provide  for  any  action  by  the  Secretary  of  the  Interior,  but  for 
action  by  the  court. 

Mr.  Elston.  Well,  whatever  tribunal  it  is.    I  had  forgotten. 

Mr.  Kearful.  And  it  also  provides  for  compromise  measures  to 
be  taken  under  the  direction  of  the  President,  which  would  probably 
be  put  into  effect  through  the  Interior  Department. 

Mr.  Elston.  Well,  then,  upon  that  you  would  say  that  probably 
the  strict  rule  that  you  have  announced  here  might  not  be  invoked  in 
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the  matter  of  giving  compensation  to  those  people  inside  of  tk 
Naval  Reserves  f 

Mr.  KEARFCfL.  Very  likely  the  strict  rule  would  not  be  invokt^l. 
would  not  be  applied.  Certainly  if  a  certain  kind  of  relief  were  ^vrr 
outside  of  the  Naval  Reserves,  the  administrative  officers  ought  tr 
hold  that  persons  within  the  Naval  Reserves  were  entitled  to  cod 
sideration. 

Mr.  Elston.  I  understood  that  bill,  the  condemnation  bill,  to  be  i 
condemnation  of  legal  rights.  I  didn't  know  that  it  was  a  matter 
for  compromise  and  equitable  consideration  exactly. 

Mr.  Kearfuk  That  is  embodied  in  the  bill. 

Mr.  Elston.  So  it  is  a  combination  of  condemnation  of  legal  right- 
and  the  dealing  out  of  equity  at  the  same  time  in  connection  wii^i 
the  award? 

Mr.  Kearful.  It  provides  for  compromises,  and  then,  where  n*" 
agreement  can  be  made,  for  the  prosecution  of  the  matter  in  court. 

Mr.  Elston.  Mr.  Kearful.  I  am  just  curious  about  one  matter. 
You  have  great  familiarity  with  the  whole  subject  matter  here,  ilav 
I  ihquire  whether  you  are  in  charge  here  in  the  Attorney  General'^ 
office  of  this  whole  matter — ^in  direct  charge? 

Mr.  Kearful.  Yes,  sir ;  under  the  Attorney  General. 

Mr.  Elston.  Under  the  Attornev  General,  but  aside  from  the  At- 
torney  General  or  under  the  Attorney  General,  you  have  the  direc- 
tion and  control  of  the  litigation  ? 

Mr.  Kkarfttl.  Yes,  sir. 

Mr.  Lenroot.  In  your  investigations  you  are  more  or  less  a  clear- 
ing house  of  this  whole  subject,  so  far  as  the  Attorney  Generars 
office  is  concerned,  and  have  you  in  your  investigations  come  upon 
very  many  cases  in  the  multitude  investisjated  where  the  original 
location  was  made  by  a  person  for  himself  or  by  a  group  of  persoit 
for  themselves,  who  at  the  time  of  location  had  the  present  means, 
and  according  to  your  interpretation  the  intention  of  doing  the  work 
by  themselves  and  for  themselves? 

Mr.  Kearful.  Yes;  quite  a  number  of  them. 

Mr.  Lenroot.  Now  you  say  quite  a  number.  I  am  speaking  of  the 
proportion. 

Mr.  Kearful.  I  can  not  tell  jrou  what  the  proportion  has  beeri. 
I  would  not  like  to  say,  because  it  would  be  only  a  guess. 

Mr.  Lenroot.  Don't  you  think  the  proportion  would  be  very,  rerj 
small,  so  far  as  the  whole  field  of  location  is  concerned,  Mr.  Kearhil' 

Mr.  Kearful.  I  would  not  undertake  to  say. 

Mr.  Mays.  You  have  know  of  some,  though,  have  you  ? 

Mr.  Kearful.  Yes. 

Mr.  Mays.  Do  you  have  any  in  mind  now? 

Mr.  Kearful.  No  ;  I  haven't  any  particular  ones  in  mind  because 
naturally  I  would  not  keep  those  in  mind,  they  not  being  a  subject 
of  litigation. 

Mr.  SiNNOTT.  Mr.  Kearful,  have  the  courts  decided  as  to  whether 
or  not  the  Pickett  Act  is  to  be  liberally  or  strictly  construed? 

Mr.  Kearful.  Well,  I  remember  that  one  court  said  that  it  was  s 
remedial  measure  and  that  it  should  be  liberally  construed.    I  d 
not  know  any  reason  why  it  should  not  be  construed  according  to  it? 
plain  intention.    It  is  liberal;  the  intention  is  perfectly  clear  at^' 
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plain  as  to  the  principle  stated.  The  application  of  that  principle 
to  the  facts  is  sometimes  difficult. 

Mr.  Lenroot.  Has  your  department  ever  taken  the  position  that 
it  should  be  strictly  construed  and  was  not  remedial  ? 

Mr.  EjsABFUii.  I  am  not  able  to  say  what  some  of  the  lawyers  in 
the  Department  of  Justice  may  have  argued  in  certain  cases,  par- 
ticularly before  I  came  into  the  department,  which  was  about  a  year 
ago,  before  this  matter  came  under  my  jurisdiction.  And  I  do'  not 
think  it  is  a  question  of  strict  legal  construction.  It  is  a  (question 
of  cariying  out  the  intention  of  the  act,  and  the  intention  is  plain 
as  words  can  make  it;  and  the  wording  of  the  act  was  similar  to  the 
wording  employed  by  the  courts  before  the  act  was  passed,  which 
was  cited  to  the  committee  at  the  time  the  proviso  was  drawn. 

Mr.  Elston.  Mr.  Kearful,  you  have  stated  that  so  far  as  your 
duty  is  concerned,  it  is  to  construe  the  law  and  the  situations  as 
lawyers  would  and  as  courts  would.  You  have  entered  here  into 
somewhat  of  a  different  position  in  at  least  supporting  what  is  called 
a  relief  measure.  Now,  in  that  I  suppose  that  your  attitude  when 
you  drew  .that  relief  measure  changed  somewhat,  and  you  put  your- 
self in  the  position  of  a  chancellor  instead  of  a  common  law  judge. 
In  that  position  did  you  try  your  best,  in  view  of  the  situation  as 
you  knew  it  by  tradition  out  there,  and  the  habits  of  these  people, 
and  what  you  saj  has  probably  grown  up  unconsciously ;  did  you  try 
to  put  yourself  m  position  to  do  exact  and  liberal  justice,  and  what 
you  might  call  giving  generous  treatment  in  view^  of  all  tlie  cir- 
cumstances? Now,  I  am  asking  particularly  in  view  of  what  appears 
to  be  a  very  great  hardship  m  dealing  out  one  well  only  to  each 
claimant,  because  you  can  easily  see  that  a  group  of  eight  persons, 
something  like  Gov.  Thorn's — it  might  have  been  that  the  first 
locators  upon  the  land  might  have  been  the  persons  who  sunk  three 
or  four  prospect  holes,  and,  as  you  say,  got  the  smell  of  gas  and  the 
scum  of  oil,  which  upon  report  got  others  into  the  field,  and  they 
may  have  sunk  three  or  four  wells,  and  we  will  say  spent  $100,000 
and  still  got  no  oil;  and  still  in  view  of  that  possibility  which  is 
not  a  remote  one  and  which  you  no  doubt  must  have  haa  in  mind, 
do  you  believe  that  you  could  not  have  figured  upon  a  more  equitable 
and  equal  provision  to  cover  equitable  cases?  You  are  not  dealing 
with  legal  cases  at  all;  you  are  dealing  in  mercy,  and  I  know  what 
you  would  think  was  generosity  in  doing  it.  You  have  done  the  very 
best  you  can,  conjuring  your  brain  to  do  what  you  thought  was  the 
liberal  thing? 

Mr.  Keakful.  Well,  the  idea  is  not  mine. 

Mr.  Emton.  Well,  now,  somebody  now,  who  had  the  attitude  of 
dealing  justice  had  it. 

Mr.  KBARFuii.  The  three  heads  of  the  three  departments  joined  in 
recommending  that  measure.  Undoubtedly  they  considered  all 
those  matters  more  or  less-  In  view  of  the  "recommendation  of 
those  three  gentlemen,  one  of  whom  is  my  superior,  it  would  be 
improper  for  me  to  state  what  I  might  have  considered  from  con- 
sulting with  them,  or  what  my  ideas  would  be  as  to  generosity. 

Mr.  Elston.  Now,  Mr.  Kearful,  I  want  to  say  here  I  think  your 
statements  up  here  have  been  very  frank,  and  you  have  endeavored 
in  every  way  to  state  your  position  clearly,  and  I  am  sure  we  respect 
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your  position  and  realize  it,  in  trying  to  state  the  law.  But  do  you 
think  that  with  your  knowledge  of  how  departments  act  and  chiefs 
of  bureaus  act,  and  particularly  cabinet  officers,  that  this  matter  did 
not  receive,  first,  the  careful  attention  of  some  one  person  below  a 
cabinet  officer  who  drew  the  provision,  who  knew  what  it  meant,  who 
explained  it  to  the  cabinet  officers,  who  was  responsible  for  it,  and 
the  sponsor  of  it,  and  upon  whose  reccnnniendation  that  it  was  a 
bona  fide,  just  proposition,  those  cabinet  officers  acted,  and  prac- 
tically pro  forma,  made  their  reconunendations?  Now,  I  am  asking 
you  in  all  frankness  to  state  whether  that  is  not  true. 

Mr.  Keabful.  I  am  unable  to  say  that  that  is  true  in  this  case. 

Mr.  Elston.  Do  you  mean  to  say  that  the  Attorney  General  gave 
this  his  personal  attention,  or  that  the  three  secretaries  in  conjunc- 
tion collaborated  in  working  it  out,  and  that  that  repres^its  their 
joint  efforts  in  trying  to  do  what  is  the  right  thing  for  these  claimants 
in  the  way  of  relief  ? 

The  Chairman.  I  know  the  very  good  motives  of  your  questions, 
but  I  really  doubt  the  propriety  of  them,  in  the  face  of  Mr.  KearfuFs 
statement. 

Mr.  Elston.  Well,  if  Mr.  Kearful  indicates  by  his  answer  that  he 
does  not  care  to  go  further,  I  do  not  care  for  it. 

The  Chairman.  He  has  stated  that  he  is  here  in  a  subordinate 
capacity. 

Mr.  Kearful.  I  did  undertake  to  state  what  I  believed  to  be  thf 
principle  upon  which  they  acted,  and  that  I  did  not  understand  that 
they  were  committed  to  any  particular  principle;  and  I  understood 
that  principle  to  be  a  generous  one,  to  compensate  the  one  who.  ir. 
mistaken  belief  of  the  law,  expended  his  money  to  produce  something 
on  the  public  domain.  Not  only  compensation,  but  further  than  that, 
more  than  compensation. 

Mr.  Church.  Mr.  Kearful,  I  think  we  all  reco^ze  that  this  placer 
gold-mining  law  does  not  fit  the  necessities  of  tne  oil  operators.  Is 
that  true? 

Mr.  Krarful.  I  think  that  is  true. 

Mr.  Church.  Don't  you  think  that  on  account  of  that  fact,  on  ac- 
count of  the  fact  that  the  Government  really  has  not  provided  a  suit- 
able law,  that  that  at  least  is  very  largely  because  of  a  gre^t  deal  of 
confusion  that  exists  in  these  oil  fields? 

Mr.  Kearful.  I  think  so. 

Mr.  Church.  In  view  of  that  fact,  that  the  Grovemment  originally 
was  at  fault  in  not  providing  the  right  kind  of  a  law,  wouldn't  yoc 
suggest  to  this  committee  that  in  passing  legislation  we  deal  ven 
liberally  with  thesepeople  who  have  been  caugnt  in  this  net  by  reason 
of  the  fact  of  the  Government's  failure  to  provide  them  with  a  la^ 
suitable  for  their  operation? 

Mr.  Kearful.  Again  I  must  say  that  that  is  a  le^slative  question, 
and  I  do  not  feel  competent  to  advise  on  that,  especially  inasmuch  a5 
the  Attorney  General  and  two  other  Cabinet  officers  have  undertaken 
to  do  so. 

Mr.  Church.  That  would  be  the  humane  idea,  wouldn't  it? 

Mr.  Kearful.  I  will  leave  that  for  you  to  decide. 

Mr.  Church.  That's  all. 

Mr.  Raker.  Mr.  Kearful,  so  that  your  answers  may  cover  the  ques- 
tion  involved,  I  want  to  ask  you  on  a  few  matters,  and  it  is  done  solelj 
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to  place  your  experience  before  the  committee  relative  to  the  subject 
at  hand.    How  long  have  you  been  in  the  Attorney  General's  office? 

Mr.  Ejbabful.  In  my  present  position,  since  last  March.  Prior  to 
that  time  I  was  performmg  the  duties  of  that  i)osition  but  not  with 
the  title,  since  the  preceding  November ;  and  prior  to  that  time  as  a 
special  assistant  to  the  Attorney  General  in  various  matters  in  the 
field. 

Mr.  Raker.  You  have  been  in  the  Attorney  General's  office  since 
1916? 

Mr.  Kearful.  No,  I  was  assistant  to  the  Attorney  General  for  spe- 
cial work  back  in  1910  and  1911.  Then  later  I  was  employed  again 
specially  in  February,  1915.  From  that  time  until  November,  1916, 
I  was  employed  in  special  cases  in  the  field. 

Mr.  Raker.  What  do  you  mean  by  that  now?  You  say  in  the 
field.    What  kind  of  cases? 

Mr.  Kearful.  In  the  litigation  of  important  cases. 

Mr.  Raker.  I  may  cut  that  whole  matter  short  by  asking,  they 
were  not  involving  the  oil  situation  were  they?    Or  were  they? 

Mr.  Kearful.  Ihey  were  not  in  reference  to  the  placer  law. 

Mr.  Raker.  That  is  what  I  am  getting  at. 

Mr.  Kearful.  One  of  the  cases  in  Oklahoma  involved  the  right 
to  oil,  but  not  the  placer  law. 

Mr.  Raker.  Then  your  experience  with  the  placer  mining  law 
commenced  sometime  in — ^at  what  time? 

Mr.  Kearful.  In  November,  1916.  That  is  in  n^  present  posi- 
tion. 

Mr.  Raker.  Well,  before  that  your  attention  was  not  directly  given 
to  the  placer  mining  law  and  the  subjects  related  to  it. 

Mr.  Kearful.  Not  continuously. 

Mr.  Raker.  Now  had  you  practiced  before  you  went  into  the  At- 
torney Gteneral's  oflSce  at  all  ? 

Mr.  Kearful.  In  New  York,  Texas,  Oklahoma  and  Utah. 

Mr.  Raker.  When  did  you  practice  in  Utah  ? 

Mr.  E^ARFUL.  Not  very  long.    It  was  in  1894  and  1895. 

Mr.  Raker.  Now,  what  I  wanted  to  ask  you  that  question  for  was 
to  ascertain  whether  or  not  you  had  given  any  study  or  investiga- 
tion on  the  ground,  and  been  interested  in  litigation  involving  lode 
and  placer  mining  claims  proper,  excluding  the  oil  situation,  before 
you  entered  into  oil  litigation? 

Mr.  Kearful.  No,  I  have  not. 

Mr.  Raker.  Then  your  investigation  and  your  attention  has  been 
directed  almost  exclusively  to  the  placer  mining  law  as  made  ap- 
plicable to  the  petroleum  situation? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Raker.  And  the  litigations  that  are  now  pending? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Raker.  Someone  asked  you  the  question  about  some  customs 
having  grown  up,  and  some  that  have  been  recognized,  and  that  the 
legislature  might  pay  some  attention  to  them.  Isn't  it  a  fact,  if 
you  know,  that  practically  every  one  of  the  mining  laws  upon  the 
statute  books,  relating  to  lode  and  placer  mining  claims,  were 
simply  the  enactment  of  the  rules  and  regulations  adopted  by  the 
miners  of  the  West?  By  their  custom  and  usage  Congress  simply 
adopted  the  custom  of  the  miners  and  put  them  on  the  statute  books? 
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Mr.  Keabful.  As  a  ceneral  proposition  that  is  correct. 

Mr.  Raker.  Now  unaer  the  statute  as  it  stood,  and  as  it  stands 
now 

Mr.  Kearfui,  (interposing).  That  was  in  1866. 

Mr.  Raker.  And  they  further,  in  the  enactment  of  these  lawN 
still  recognize  the  right  of  the  miners  to  adopt  rules  and  regulation? 
to  control  each  particular  locality  or  company  or  miners  associa- 
tion, I  mean,  And  which  were  binding  except  those  that  were  si^ecified 
particularly  in  the  statutes. 

Mr.  Kearful.  In  so  far  as  thev  were  not  in  conflict. 

Mr.  Raker.  And  likewise  not  in  conflict  with  anv  law  that  the 
respective  States  might  enact. 

Mr.  Kearful.  The  State  laws  and  the  customs  would  both  have  to 
be  in  harmony  with  Federal  laws,  and  the  customs  would  have  to  be 
in  harmony  with  the  State  laws. 

Mr.  Raker.  But  a  man  going  to  file  and  proceed  under  a  lode 
claim  or  a  placer  mining  claim,  he  would  have  to  first  comply  with 
the  Federal  statutes,  then  with  the  State  statutes,  if  any :  and  thiril. 
the  miners'  rules  and  regulations,  if  any. 

Mr.  Kearful.  Well,  I  think  the  miners'  rules  and  regulations  have 
not  cut  any  figure  of  late  years,  because  I  think  they  have  been  super- 
seded by  statutes. 

Mr.  Raker.  I  am  going  way  back  to  the  beginning,  in  the  begin 
ning  before  there  were  State  statutes.    In  a  good  many  States  there 
are  no  State  statutes  even  to-day,  relating  to  these  claims.    Isn't  thai 
true? 

Mr.  Kearful.  Well,  there  are  a  large  number  of  States  in  which 
the  mining  laws  do  not  apply. 

Mr.  Raker.  I  mean  of  the  16  or  17  public  land  States — mining 
States.  That  is  about  the  situation.  Some  have  and  some  do  not 
have  them. 

Mr.  Kearful.  I  am  not  fully  informed  on  that. 

Mr.  Raker.  Well,  that  is  the  condition. 

Now  in  the  adoption  of  the  placer  mining  law — ^the  lode  minine 
law  first — ^the  man  had  the  right  to  the  possession  of  the  land,  didn't 
he,  the  man  who  made  the  location,  by  staking  it,  marking  it  on  th? 
ground,  recording  it,  he  was  then  entitled  to  possession  of  that  land  f 

Mr.  Kearful.  If  he  was  on  there  in  good  faith. 

Mr.  Raker.  Let  us  talk  now  about  the  individual.  And  under 
the  statute,  the  statute  was  specific  and  direct  that  the  Government 
would  not  interfere  with  him  as  between  him  and  third  parti^. 
Isn't  that  right,  the  express  declaration  of  the  statute? 

Mr.  Kearful.  You  mean  the  Federal  statute? 

Mr.  Raker.  Yes. 

Mr.  Kearful.  Well,  the  Federal  statute  must  be  taken  in  conne*- 
tion  with  the  decisions  of  the  courts  which  applied  the  principle? 
originating  in  the  customs  of  miners,  that  a  man  would  be  pro- 
tected provided  he  was  in  possession  and  had  a  valid  claim.  Thar 
applied  to  petroleum  so  long  as  he  manifested  good  faith  by  h:> 
acts  before  a  discoverv'. 

Mr.  Raker.  Well,  what  I  am  getting  at  is  this:  Now  the  Fedeml 
statutes  recognized  the  man's  title — ^his  right  to  the  p>ossession«  an*l 
that  the  Government  said  it  would  not  interfere,  and  no  qnesti*^'^ 
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should  be  raised  between  himself  and  a  third  party  as  to  want  of 
title,  from  the  Government;  and  he  was  entitled  to  remain  in  pos- 
session and  litigate  as  to  third  parties  the  same  as  though  he  had  a 
patent  in  fee.    Isn't  that  right? 

Mr.  KEARTuii.  That  is  after  he  had  made  discovery. 

Mr.  Kaker.  You  think  that  is  the  statute?  I  want  to  get  clear 
on  that  matter  between  us,  so  we  can  go  down  as  to  how  this  law 
was  made  and  became  applicable  to  petroleum  claims;  and  I  think 
it  will  be  useful  to  the  committee,  and  I  know  you  want  to  help  us. 

Mr.  Kearftju  The  placer  law  in  the  beginning,  before  the  petro- 
leum placer  law  developed,  which  related  to  all  mineral  deposits  on 
the  public  land  other  than  mineral  in  place,  included  in  the  definition 
of  lode  claims,  recognized  the  right  of  a  person  to  possession  and 
enjoyment,  after  he  had  made  a  discovery,  so  long  as  he  did  a  cer- 
tain amount  of  yearly  work,  improvements  on  his  claim  of  the  pre- 
scribed area. 

When  the  petroleum  placer  act  of  1897  was  passed,  that  act  applied — 
the  placer  law — ^to  lands  containing  petroleum  or  other  mineral  oils 
and  chiefly  valuable  therefor.  So  that  under  the  placer  law  as 
applied  to  petroleum  land  a  man  is  not  protected  in  the  possession  of 
his  claim  merely  by  doing  assessment  work,  annual  assessment  work, 
until  after  he  had  made  a  discovery. 

Mr.  Eaker.  I  wanted  you  to  leave  out  the  petroleum  feature  en- 
tirely and  not  discuss  that  until  we  got  down  to  it.  Now,  the  man 
who  had  made  a  location  for  a  lode  claim  had  marked  the  boundaries 
on  the  ground,  staked  them,  had  recorded  his  notices,  and  before  he 
had  made  a  natural  discovery  was  entitled  to  possession  of  that  claim, 
wasn't  he? 

Mr.  Kearful,  By  reason  of  his  having  marked  the  ground? 

Mr.  Raker.  I  am  giving  the  facts  just  as  they  stand,  and  I  want  to 
run  right  down  to  see  now  how  far  you  have  gone  into  that  situation, 
and  how  far  it  will  apply  when  we  get  down  to  the  law  relating  to 
petroleum  claims,  that  he  could  keep  a  third  party  from  coming  upon 
his  premises  by  virtue  of  proper  direction,  or  if  necessary  to  com- 
mence an  action  of  ejectment.  And  third,  it  being  on  his  own 
premises,  if  a  man  attempted  to  drive  him  off,  he  had  the  same  right 
that  he  had  in  his  own  home  with  a  patent  fee  to  his  land,  to  protect 
himself  accordingly.    Isn't  that  right  ? 

Mr.  Kearful.  I  think  that  if  he  was  in  possession,  in  good  faith, 
that  he  w^ould  be  protected  in  tlmt  possession,  even  before  discovery. 
I  think  that  was  the  custom. 

Mr.  Raker.  Now  the  courts  have  uniformly  and  repeatedly  held  in 
practically  every  Western  State — and  the  Supreme  Court  of  the 
United  States  as  well — that  it  is  wholly  immaterial,  so  far  as  the 
individuals  are  concerned,  before  a  contest  or  a  valid  claim  was  made 
against  him  by  a  third  party,  whether  he  made  discovery  first,  loca- 
tion first,  or  a  recordation  first,  or  how  they  were  made;  provided 
they  were  all  made  before  a  third  party  attempted  to  and  had  actu- 
ally made  a  discovery  upon  his  ground. 

Mr.  Kearful.  That  is  correct. 

Mr.  Raker.  So  he  was  in  a  possession  to  locate,  record  his  notices, 
mark  the  ground,  and  then,  as  his  means  permitted  him,  to  proceed 
to  work.    He  could  attempt  to  find  a  ledge  in  place  by  drift,  shaft,  or 
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otherwise,  and  if  it  took  him  a  year  or  two  years,  through  the  inade- 
Quate  methods  and  means,  and  the  hardships  of  getting  materials 
tnere,  to  eventually  locate  the  lode,  before  anybody  else  nad  located 
it  upon  the  same  ground,  it  was  a  valid  location  and  recognized  by 
the  court  and  held  repeatedly  so  in  the  Western  States.  Isn't  that 
riffht? 

Mr.  Keahi-^ul.  I  think  that  is  correct. 

Mr.  Raker.  So,  then,  as  a  matter  of  fact,  so  far  as  the  lode  claim 
was  concerned,  he  could  do  all  the  other  things  fii*st,  except  discovery: 
and  as  conditions  permitted,  he  could  go  along  and  if  he  eventually 
did  make  a  valid  and  actual  discovery,  he  would  be  protected  and 
the  Government  did  not  interfere  with  him  ? 

Mr.  Kearful.  Yes,  sir ;  that  is  right. 

Mr.  Raej:r.  Now,  as  a  further  condition,  he  could  leave  that  work, 
cease  for  a  year;  in  other  words,  not  do  a  single  act  upon  it,  and  if 
he  started  in  the  next  year,  before  any  third  party  interfered  with 
him,  he  would  still  be  in  a  like  position,  wouldna  he? 

Air.  E^EARFUii.  I  think  so. 

Mr.  Raker.  Now,  the  same  thing  would  apply  relative  to  the 
placer  claims,  the  provision  of  the  l(^e  claim  having  been  made  ap- 
plicable to  the  placer  claim  ? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Raker.  In  other  words,  a  man  could  work  for  many  years  in 
his  effort  to  discover,  and  if  he  finally  discovered,  his  location  then, 
of  course,  would  be  such  that  it  could  not  be  defeated,  if  all  othei* 
conditions  were  proper  by  the  Government  or  by  any  third  parties. 
That  was  the  condition? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Raker.  Now,  do  vou  find  any  of  the  decisions  on  the  lode 
claims  or  on  the  placer  claims  where  eight  parties  had  proceeded  to 
locate  for  gold — ^not  oil  now — and  they  did  not  have  money  and 
means  to  do  the  actual  development  work,  where  at  times  it  may  take 
a  great  deal — ^they  may  work  along  for  a  year  or  two  years  or  five 
years,  some  of  them  even  10  years — ^that  because  they  aid  not  have 
the  means  at  the  time,  the  court  held  that  their  claims  were  invalid, 
although  each  one  of  them  did  not  have  a  $5  piece  when  he  started  in? 
Have  you  found  any  decisions  holding  those  claims  invalid  because 
of  the  want  of  means  at  the  time  to  develop  placer-mining  claims? 

Mr.  EIearful.  I  have  not;  no. 

Mr.  Raker.  Do  you  think  they  would  be  legal,  supposing  now  eight 
men? 

Mr.  Kearful.  You  are  supposing  an  area 

Mr.  Raker  (interposing).  I  am  taking  a  placer-mining  claim  for 
gold  that  eight  of  the  old  prospectors,  each  with  only  his  blanket 
and  pick  and  shovel,  went  out,  and  they  saw  the  territory  that  thev 
thought  was  good ;  they  staked  their  claims,  marked  it  on  the  ground, 
and  recorded  it,  but  had  made  no  discovery;  would  you  think  that 
if  they  then  proceeded  for  a  month,  or  a  year,  and  finally  discovered 
some  really  paying  ground  that  it  would  be  a  valid  claim,  notwith- 
standing they  did  not  have  the  money  at  the  time? 

Mr.  Kearfui..  I  think  it  would  be  a  valid  claim. 

Mr.  Raker.  Now,  if  one  of  these  same  men  was  a  practical  miner, 
and  he  went  around  town  and  secured  the  hotel  man,  the  saloon 
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man,  the  liveryman,  the  barber,  the  lawyer,  the  doctor,  and  enough 
to  make  up  seven,  eight  with  himself,  and  they  sent  him  out,  none 
of  them  intending  to  go  at  all,  but  as  conditions  would  warrant  they 
would  agree  to  assist  him  by  furnishing  money,  if  necessary,  for 
him  to  prospect  and  develop  a  placer  or  lode  claim,  do  you  believe 
that  that  diould  be  done  under  the  law  leg[itimately  and  properly? 

Mr.  KEARruL.  Each  one  having  a  one-eighth  interest? 

Mr.  Rakeb.  Yes. 

Mr.  Kearful.  I  think  that  is  entirely  lawful. 

Mr.  Baker.  And  that  he  could  go  ahead  and  work  and  develop 
a  claim  and  they  could  put  up  their  finances  and  warrant  his  ex- 
penses, and,  if  he  eventually  aiscovered  anything,  the  claim  would 
be  a  valid  claim? 

Mr.  Kearful.  I  think  so. 

Mr.  Raker.  In  which  all  of  them  could  sell  and  transfer  to  this 
company  or  to  that  or  to  anyone  else,  and  if  they  did  then  eventually 
discover  gold-bearing  sands  or  gravel,  or  a  lode  in  place,  that  they 
would  be  considered  to  have  a  valid  existing  claim? 

Mr.  Kearful.  I  understand  you  to  be  putting  a  case  where  the 
parties  in  good  faith  went  ahead  with  their  work. 

Mr.  Raker.  I  am  putting  it  as  near  as  I  can  as  to  the  fact,  as  I 
have  seen  so  many  of  them  and  heard  so  many  of  them:  and  assum- 
ing that  they  were  figuring  on  doing  work.  I  will  take  this  case: 
Take  eight  iniMi  in  a  town,  luce  many  of  "those  mining  towns,  referring 
now  exclusively  to  the  lode  and  placer  claims  before  we  get  to  the 
oil  proposition 

Mr.  Kearful  (interposing).  You  can  not  properly  refer  to  the 
lode  proposition,  because  eight  men  can  not  make  a  lode  claim. 

Mr.  Raker.  I  meant  placer.  I  will  hold  it  down  to  the  placer 
claim.  The  eight  of  them  have  gone  over  it  and  discussed  it,  and 
they  said,  "  Here,  you  go  out  now  and  go  to  work.  We  will  give 
you  power  of  attorney  to  locate  us,  and  if  we  succeed  in  getting 
money  out  of  our  work,  and  as  we  work  we  will  advance  you  money 
as  you  need  it,"  they  would  be  in  a  position  and  would  be  considered 
as  claimants  in  good  faith,  would  they  not  ? 

Mr.  Kearful.  I  think  they  would. 

Mr.  Raker.  Now,  supposing  the  same  men,  seven  of  them,  had 
simply  si^ed  their  power  of  attorney,  giving  a  man  full  instructions, 
tilling  him  that  if  he  did  discover  and  did  locate  and  discover  a 

f>lacer  claim  of  value,  that  they  would  meet  him  in  the  expenses 
ater,  meet  him  with  their  proportion  of  the  expenses  later,  would 
that,  toyour  mind,  be  considered  a  valid  one? 

Mr.  E^ARFUL.  I  think  if  they  assumed  obligations  for  the  payment 
of  money  it  would  be  equivalent  to  the  advancementof  money  in  the 
first  place. 

Mr.  Raker.  Well,  supposing  nothing  now  was  said  in  regard  to 
the  money  advancement  at  all,  would  that  of  itself  put  it  into  the 
category  of  the  dummy  locator? 

Mr.  Kearful.  I  would  not  say  that  that  would  be  the  controlling 
thing.  All  of  the  facts  would  have  to  be  taken  together  to  determine 
what  the  intention  of  the  parties  was.  If  they  intended  to  associate 
themselves  together  for  the  purpose  of  prospecting  this  claim  in 
good  faith — ^that  is.  by  the  expenditure  of  whatever  money  was 
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necessary  to  the  end  in  view,  as  the  courts  say — it  would  be  a  binding 
agreement,  whatever  particular  means  they  adopted  to  accomplisli 
that  result.  But  if  a  number  of  men  ^t  together  and  agreed  to  paj 
the  expenses  of  making  a  paper  location,  and  sent  one  man  out  and 
he  went  out  and  found  something  that  he  thought  was  good,  and 
they  intended  to  hold  it  for  speculative  purposes — that  is,  to  sell  it 
or  lease  it  to  somebody — I  should  regard  that  as  bad  faith,  an  attempt 
to  violate  the  law. 

Mr.  Raker.  Well,  Mr.  Kearfiil,  if  these  men,  realizing,  as  they 
did,  that  it  was  solely  a  chance,  and  if  they  succeeded  in  getting  any 
money  they  would  help  pay  the  man's  expenses,  one  or  two,  or  more 
of  them  went  out  and  did  the  locating 

Mr.  Kearful  (interposing).  In  the  names  of  the  others? 

Mr.  Raker.  In  the  names  of  the  others,  with  the  power  of  attor- 
ney, and  expected  to  go  ahead,  with  the  idea  in  view  and  knowing 
in  advance  it  there  was  anything  there  they  would  have  to  sink  a  tun- 
nel two  or  three  or  four  hundred  feet —  a  shaft,  two  or  three  or  four 
hundred  feet,  or  run  a  tunnel  three  or  four  hundred  feet  long,  which 
neither  one  or  all  of  them  could  do,  but  that  they  could  make  an  ar- 
rangement to  secure  capital  or  an  individual  to  do  it;  but  their  ex- 
perience, their  work,  their  efforts  after  years  had  led  them  to  believe 
that  there  was  gold-bearing  sands  or  gravel  there,  and  for  that  rea- 
son they  located  it.  haven't  the  courts  repeatedly  held  that  their 
location  is  valid,  those  that  have  passed  upon  those  locations? 

Mr.  Kearful.  In  that  kind  of  cases,  involving  metalliferous  min- 
erals, the  condition  has  nearlv  alwavs  been  that  there  was  a  discoverv. 
And  the  discovery  was  not  the  same  character  of  discovery  that  was 
required  in  oil.  And  if  there  was  a  discovery,  of  coui-se  there  was 
no  question  about  the  good  faith  manifested  by  the  prosecution  of 
discovery  work,  as  distinguished  from  assessment  work. 

Mr.  Raker.  Discovery,  as  a  matter  of  fact,  except  as  it  hatj  been 
developed  by  some  later  decisions  and  some  discussion — there  wa> 
no  more  discovery  in  many  hundreds  of  those  placer  mining  elaini> 
than  there  was  discovery  by  virtue  of  the  indications  on  the  ground, 
and  where  they  dug  down  100  feet,  for  instance,  to  make  a  discov- 
ery. Men  have  prospected  and  gone  down  with  the  ordinary  wind- 
lass to  find  out  the  condition  of  land  underneath  and  detemiinetl 
there  was  oil  there.  They  have  done  it  in  that  country  in  that  way  at 
first  not  relating  to  oil,  and  I  au)  a<?king  you  now  why  shouldn't  tht* 
same  rule  apply  to  oil. 

Mr.  Kearful.  It  has  never  been  explicitly  held  that  it  could  not 
possibly,  in  a  conceivable  case,  apply  to  oil,  but  the  courts  have  drawn 
a  distinction  between  oil  and  metalliferous  minerals  based,  as  I  un- 
derstand it,  upon  this  distinction:  That  oil  and  gas  is  fugacious: 
that  is,  it  (loos  not  stay  in  one  place,  and  a  discovery  by  means  of 
seepage  or  a  very  slight  amount  of  oil  obtained  in  a  hole  dug  in  {ht- 
ground  is  not  a  discovery  on  that  particular  ground,  because  that 
does  not  indicate  that  the  land  is  valuable  for  oil  in  that  particular 
place,  since  it  nuvy  come  from  a  distance,  and  the  petroleum  placer 
law  applies  the  old  placer  law  to  lands  that  are  valuable  for  minei-nk. 
It  does  not  mean  lands  in  which  there  may  be  a  seepage. 

Mr.  Raker.  No  ;  the  lands  have  to  be  mineral,  and  ^e  discovery  of 
not  only  the  lode  in  place  but  of  the  i)lacer  claim  sometimes  may  !►♦* 
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fifty  or  one  hundred  feet,  or  ten  miles,  from  where  the  man  actually 
locates  it.  And  that  has  been  the  history  of  ninety-nine  of  every 
hundred  claims  discovered  in  the  West. 

Mr.  Kearful.  You  are  referring  to  metalliferous  claims  ? 

Mr.  Raker.  Both  to  placer  and  lode  claims. 

Mr.  Kearful.  Lode  claims  are  on  an  entirely  different  basis. 

Mr.  Raker.  I  am  asking  if  you  know,  for  that  very  reason,  that 
a  man  will  start  a  hundred  miles  from  where  he  will  find  a  claim, 
and  he  will  find  a  drift  here,  a  rock  there,  and  he  may  work  a  year 
or  two  years  before  he  will  get  up  to  the  point  where  he  finds  an 
actual  lode.    You  don't  know  that* 

Mr.  Keareul.  Well,  there  is  a  special  statute,  I  think,  covering 
that. 

Mr.  Raker.  What  I  am  trying  to  get  at  is  this:  I  am  going  to 
bring  it  down  to  the  present,  if  the  same  method  employed  in  these 
claims  does  not  relate  to  the  lode  claim,  the  placer  claim,  as  well  as 
the  petroleum  claim,  in  finding  some  indications  that  will  lead  an 
intelligent,  experienced  man  to  put  his  money  in,  whether  it  is  for 
a  lode  claim,  a  placer  claim,  for  gold  or  petroleum. 

Mr.  Kearful.  The  court  has  drawn  a  distinction  between  oil 
claims  and  metalliferous  claims. 

Mr.  Raker.  How  can  they  draw  tlie  distinction  under  the  clean- 
cut  language  of  the  statute  of  Fel)ruarv  11,  1897,  and  that  is  what  T 
want  you  to  explain  to  the  committee'^    It  says: 

That  anj'  person  authorized  to  enter  hinds  under  tlie  niinhi};  hiws  of  the 
Tnited  States  may  enter  and  ohtain  patent  to  tlie  huids  eontaininj;  petroleum 
or  other  mineral  oils,  and  chiefly  valuahle  therefor,  under  the  provisions  of  the 
laws  relating  to  placer  mining  claims. 

Now  it  makes  no  distinction.  You  enter  them  the  same.  If  the 
posting  is  the  same,  the  retardation  is  the  same ;  the  sjime  construc- 
tions that  have  been  placed  upon  all  the  mineral  placer  locations  be- 
fore would  be  applicable  to  this  statute,  would  they  not? 

Mr.  Kearful.  As  I  said  before,  the  courts  have  drawn  a  distinc- 
tion based  upon  the  character  of  the  mineral  between  a  discovery  of 
metalliferous  minerals  and  a  discovery  of  oil  or  gas. 

Mr.  Raker.  I  know. 

Mr.  Kearful.  If  you  found  a  speck  of  gold  indicating  to  a  reason- 
able mind  that  there  was  value  there,  that,  as  I  understand  it,  has 
been  held  to  be  a  sufficient  discovery  upon  which  you  could  rest  your 
claim  by  doing  assessment  work  thereafter.  But  in  the  case  of  a 
seepage  of  oil  or  an  escape  of  gas  from  a  particular  locality,  it  is  held 
that  that  does  not  indicate  that  that  particular  place  is  land  valuable 
for  oil  or  gas. 

Mr.  Rakkr.  But  if  a  man  finds  all  the  indications,  and  if  the  earth 
formation,  shale,  sand  and  other  conditions,  which  he  can  by  going 
to  a  reasonable  dephtli  in  many  places  discover,  your  contention  is 
now,  as  I  understand  you,  that  you  cast  aside  the  rules,  regulations, 
decisions,  under  the  old  placer  mining  law  as  related  to  metalliferous 
minerals — not  petroleum — and  do  not  apply  it  to  petroleum  placer 
claims,  for  the  reason  that  the  man  knows  in  advance  he  must  have 
money  in  a  sufficiently  large  quantity  to  sink  a  well  that  will  cost 
him,  say,  at  least  $10,000  to  $100,000. ' 
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Mr.  Kearful.  No,  I  am  not  making  any  contentions  on  the  sub- 
ject, Mr.  Raker.  I  am  only  stating  my  understanding  of  what  tk 
courts  have  held.  And  the  case  of  Miller  against  Chrisman^  de- 
cided by  the  Supreme  Court  of  California  in  1903,  contains  a  reiy 
full  and  thorough  discussion,  and  has  always  been  accepted  as  ei- 
pressing  the  thought  on  the  subject.  The  case  afterwards  w^t  t» 
the  Supreme  Court,  and  was  there  affirmed,  and  I  think  that  tht 
distinction  that  was  drawn  there  in  that  opinion  between  the  char- 
acter of  discovery  which  is  necessary  to  comply  with  the  law,  as  to 
petroleum  claims  as  distinguished  frx>m  metaUiferous  mining  claiiiK 
IS  one  that  necessarily  should  be  followed  by  a  lawyer  who  under- 
takes to  prosecute  or  defend  litigation  involving  that  point. 

Mr.  Mays.  Was  that  a  case  of  rival  claimants,  or  the  Groverunieiit 
against  somebody  else? 

Mr.  Kearful.  That  was  a  case  of  rival  claimants,  because  ihi: 
Government  at  that  time  had  not  asserted  any  proprietary  interest 
At  that  time  and  until  September,  1909,  all  the  mineral  deposit^:  <i:i 
public  lands  were  free  and  open  to  exploration. 

Mr.  Baker.  Before  the  act  of  Congress^  even  the  State  of  Cal: 
fbmia  through  its  Supreme  Court  had  held  those  transfers  of  o\\ 
locations  valid,  before  discovery,  that  they  were  property  rights. 

Mr.  Kearful.  My  understanding  is  that  it  had  been  held  by  the 
courts  that  such  locations  were  transferable  before  discovery.  Bai 
I  understand  that  those  decisions  in  connection  with  other  decisicm- 
on  the  subject  established  the  rule  that  there  is  no  valid  claim  that 
can  be  transferable  unless  there  was  the  intent  of  the  parties  to 
prosecute  the  work  to  discovery. 

Mr.  Eaker.  Mr.  Kearful,  without  repeating,  would  jou  just  give 
us  a  concrete  case,  in  your  view,  of  what  would  be  a  valid  location  bj 
eight  men  on  oil-bearing  lands,  supposed  to  be  oil-bearing  lands! 
Supposing  eight  men  went  out  here  and  located  on  unknown  terri- 
tory, what  would  be  their  qualifications,  in  your  mind  ? 

Mr.  Kearful.  Why,  they  should  associate  themselves  in  good  fait: 
for  the  purpose  of  prospecting  on  this  land,  and  if  they  manifestai 
their  good  faith  by  their  acts  in  doing  work  leading  to  dLscovery, 
so  long  as  they  were  engaged  in  that,  they  would  be  held  to  have 
valid  claims;  inchoate,  it  is  true,  until  discovery,  but  valid,  whiA 
would  entitle  them  to  protection. 

Mr.  Baker.  "In  good  faith" — you  have  used  that  term.  WTiai 
do  you  mean  by  "  good  faith  "  ? 

Mr.  Kearful.  I  mean  honest  intention  to  prosecute  the  work  of 
discovery  in  a  reasonable  manner ;  that  is,  in  the  customary  manner. 

Mr.  Raker.  What  would  be  the  acts  necessarv  to  convince  thoi* 
who  would  have  to  pass  upon  it,  as  stated  by  you,  that  they  were  in 
good  faith? 

Mr.  Kearful.  The  acts,  of  course,  would  have  to  be  taken  in  ctHh 
nection  with  the  peculiar  conditions  of  the  locality,  and  what  wjb 
reasonable  in  that  locality.  If  it  was  very  difficult  to  procure  hu- 
terial,  or  difficult  to  procure  water,  they  would  not  be  held  to  have 
to  get  materials  or  water  on  there  before  they  could  with  the  exercise 
of  ordinary  diligence  be  procured.  But  in  order  to  manifest  their 
good  faith,  it  being  necessary  to  get  water,  they  would  have  to  take 
such  reasonable  means  as  ordinary  men  engaged  in  that  businesj*- 
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would  take,  who  had  the  intention  to  prosecute  that  work  with  all 

?ractical  expedition.    That  is  the  principle  that  is  held  by  the  courts, 
'hat  has  to  be  applied  to  every  state  of  facts,  and  the  cases  vary 
according  to  the  facts. 

The  Supreme  Court  of  Nevada  stated  it  very  well  with  reference 
to  the  appropriation  of  water.  It  did  not  relate  to  mining  claims, 
but  the  same  principle  applied.    It  said : 

The  diligence  required  in  oases  of  this  Itind  Is  tliat  constancy  or  steadiness 
of  purpose  or  labor  which  is  usual  with  men  engaged  in  like  enterprises,  and 
who  desire  a  speedy  accomplishment  of  their  designs.  Such  assiduity  in  the 
prosecution  of  the  enterprise  as  will  manifest  to  the  world  a  bona  fide  intention 
to  complete  it  within  a  reasonable  time.  It  is  the  doing  of  an  act  or  series  of 
acts,  with  all  practical  expidition,  with  no  delay  except  such  as  may  be  incident 
to  the  work  itself. 

Mr.  Raker.  That  is  where  the  man  filed  his  application  for  a  water 
claim — ^recorded  his  notices.  He  wanted  the  water  to  use  40  or  50 
miles  away,  and  it  may  have  taken  15  years  to  get  it  there,  or  5 
years  or  10  years,  or  whatever  it  might  be.  If  he  prosecuted  the 
work  in  constructing  the  dam,  as  is  usual  to  do  things  in  that  country, 
at  the  end  of  15  years  he  got  his  ditch  where  he  could  use  it,  although 
every  drop  of  water  in  it  in  the  meantime  had  been  taken  out  by 
somebody  else,  it  related  right  back  to  the  beginning  and  he  would 
have  his  rights. 

Mr.  Kearful.  I  would  not  say  that. 

Mr.  Raker.  That  is  what  the  decision  means,  in  the  decision  of  the 
Supreme  Court  of  California,  and  the  only  time  they  have  had  an 
opportunity  to  construe  it  is  relating  to  the  application  of  a  water 
right  where  a  man  could  not  use  it  at  once  and  he  had  to  take  1  or  2 
or  3  or  15  years  to  construct  a  ditch. 

Mr.  Kearful.  If  that  was  a  reasonable  length  of  time  for  persons 
engaged  in  that  enterprise,  I  should  say  that  the  court  would  hold 
that  it  would  be  diligence. 

Mr.  Raker.  It  is  a  question  of  how  long  it  would  take  to  construct 
the  ditch,  but  I  don't  see  how  those  water  decisions  can  apply  to  the 
question  of  diligence  here,  to  the  first  locators.  That  seems  to  be 
tne  trouble  here,  and  as  I  have  understood  you,  if  a  man  did  not 
have  the  money,  or  if  the  eight  of  them  did  not  have  the  money,  and 
they  had  the  sole  intention  when  they  located — ^they  have  been  figur- 
ing on  it  for  a  long  time,  we  will  say ;  they  have  prospected,  looked 
it  over,  consulted  geologists,  have  been  quiet  about  it,  found  a  piece 
of  territory  that  looked  good  to  them  and  they  went  out  and  made 
a  location 

Mr.  Kearful  (interposing).  One  association? 

Mr.  Raker.  One  associate  location,  without  any  intent  of  drilling 
a  well,  knowing  they  could  not  do  it  when  they  did  it,  but  they  used 
every  dollar  they  had;  they  were  poor,  they  were  prospectors  in 
reality  and  in  fact,  and  then  they  made  that  location  with  the  intent 
of  immediately  transferring  to  a  third  party  or  leasing  it  to  him; 
under  your  construction  of  the  law  they  would  be  dummy  locators? 

Mr.  KEARFUii.  They  would  not  be  exactly  dummy  locators,  but 
there  would  be  no  substantial  difference  in  my  view  of  it. 

Mr.  Raker.  Their  location  would  be  in  the  hands  of  the  corpora- 
tion to  which  they  transferred. 

47476—18 66 
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Mr.  Kearful.  The  only  difference,  as  I  see  it,  between  them  and  the 
dummy  locators  would  be  that  in  the  case  of  dummy  locators  the 
arrangement  with  the  operators  would  be  made  before  they  made 
the  paper  locations;  and  in  the  case  you  put  the  arrangement  with 
the  operator  was  made  afterwards.  That  is  all  the  difference  I  see. 
It  is  not  a  substantial  difference. 

Mr.  Eaker.  Both,  of  course,  would  be,  in  your  view  of  the  law, 
not  legal  ? 

Mr.  Kearful.  Yes;  that  is  my  view  of  the  law. 

Mr.  Baker.  Now,  without  going  over  the  list  that  you  gave  us 
this  morning,  wherein  applications  have  been  made  for  patents  and 
where  temporary  working  arrangements  had  been  made,  the  charp 
against  practically  all  of  them — and  I  will  assume  it  against  practi- 
cally all — was  dummy  locating. 

Mr.  Kearful.  I  would  not  say  practically  all,  but  a  majority  of 
them,  in  California. 

Mr.  Saker.  Well,  according  to  the  list  you  read  this  morning. 

Mr.  Kearful.  Yes. 

Mr.  Raker.  Those  that  were  designated  as  dummy  locators,  is  it 
your  recollection  that  they  come  within  the  statement  of  fact  and  the 
principle  of  law  that  you  have  given  to  the  committee? 

Mr.  Kearful.  My  understanding  is  that  no  one  is  put  down  as  a 
dummy  locator,  or  alleged  to  be  a  dummy  locator  by  the  Interior 
Department,  except  one  who  is  such  by  prearrangement ;  that  is, 
*  who  lends  his  name  to  benefit  somebody  else  without  having  an  in- 
terest in  it  himself.  In  other  words,  these  dummy  locators  are  dum- 
mies in  the  strict  sense. 

Mr.  Saker.  Well,  I  will  not  pursue  the  matter  further.  It  has 
been  gone  into  more  or  less  heretofore. 

Mr.  La  Follette.  Mr.  Kearful,  did  you  read  that  tentative  article 
drawn  up  by  tRe  oil  men  as  a  substitute  for  the  Senate  bill  for 
relief ;  and  if  so,  I  would  like  to  know  what  your  views  are. 

Mr.  Kearful.  You  mean  this  bill  here  ? 

Mr.  La  Follette.  The  one  that  they  had  put  in  their  amendments 
for  relief,  the  one  that  they  would  like  to  have. 

Mr.  Kearful.  I  read  the  proposition  submitted  by  Mr.  Titus.  I 
have  not  yet  had  the  opportunity  to  read  the  completed  bill. 

Mr.  La  Follette.  Well,  it  has  those  amendments  put  in  at  the 
proper  place,  the  proposition  submitted  by  Mr.  Titus  put  in  at  the 
proper  place.  Have  you  considered  any  of  them  unreasonable ;  and 
if  so,  which  provisions  would  you  consider  unreasonable? 

Mr.  Kearful.  I  do  not  find  myself  in  a  position  to  discuss  that, 
because  the  same  subject  has  been  the  subject  of  a  recommendation 
by  the  three  Cabinet  officers,  upon  the  invitation  of  the  committee, 
and  in  their  communication  it  is  stated  that  they  have  agreed  upon 
that  as  being  a  fair  compromise  measure. 

Now,  in  so  far  as  this  proposition  differs  from  that,  it  may  be  in- 
ferred that  those  gentlemen  would  think  differently  from  this  propo- 
sition; particularly  inasmuch  as  this  provision  has  been  more  or  less 
before  the  committee  heretofore. 

Mr.  Elston.  In  so  far  as  they  conflict  or  cover  the  same  grounil, 
but  some  of  these  amendments  do  not  cover  the  ground  covered  bv 
what  we  call  the  substitute  proposition  as  submitted  by  the  Secre- 
tary, have  you  any  comment  on  those? 
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Mr.  Kearful.  Well,  can  you  point  out  any  particular  one? 

Mr.  Elston.  I  thought  you  had  the  Titus  draft  here.  Of  course 
it  would  be  hard  to  point  them  out  in  the  bill.  I  am  not  entirely 
familiar  with  it.  If  you  haven't  it  in  your  mind,  I  suppose  there 
would  be  no  great  use  to  go  into  it.  I  thought  possibly  you  might 
have  some  comment  to  make  on  it,  having  read  it. 

A  Voice.  Section  12  contains  the  proposition  of  Mr.  Titus. 

Mr.  Kearful.  Yes;  I  have  that  here.  I  would  be  glad  to  answer 
anv  specific  questions  about  any  particular  points. 

Mr.  Sakejr.  That  is  the  reason  I  did  not  go  into  that.  I  was  glad 
Mr.  Elston  did,  even  now,  but  we  went  into  it  before,  and  Mr.  Kear- 
ful said  that  because  of  the  relationship  between  his  principal  and 
himself  he  had  not  gone  into  it. 

Mr.  Lekroot.  I  think  if  it  becomes  important  we  had  better  get 
Mr.  Gregory  here  himself. 

The  Chairman.  Do  you  have  anything  further,  Mr.  Kearful,  that 
you  want  to  add? 

Mr.  Kearful.  No,  sir. 

Mr.  Lekroot.  I  would  like  to  request  of  Mr.  Kearful  if  he  will  not 
prepare  an  amendment  covering  the  question  of  fraud,  to  protect  the 
Government  against  any  fraudulent  claim  that  he  thinks  is  not  cov- 
ered in  our  section  12.    You  know  what  I  mean  ? 

Mr.  Church.  Mr.  Kearful,  I  just  wanted  to  get  one  thing  in  the 
record.  You  say  there  are  55  cases  that  you  have  already  brought 
against  people  out  Ihere  in  California? 

Mr.  Kearful.  Yes,  sir. 

Mr.  Church.  And  you  gave  us  a  list  this  morning  of  those  that 
you  contemplated  bringing.  Do  you  know  how  many  there  are  of 
those? 

Mr.  Kearful.  I  did  not  give  you  a  list  of  those  we  contemplated 
bringing.  I  gave  you  a  list  of  those  upon  which  operating  agree- 
ments had  been  made  by  the  Secretary  under  the  act  of  1914,  and  as 
to  which  no  suits  could  be  brought  on  account  of  these  agreements. 

Mr.  Church.  Oh,  I  thought  you  gave  us  a  list  of  those  against 
whom  special  agents  had  made  reports. 

Mr.  Kearful.  Those  are  cases  covered  by  the  operating  agree- 
ments. 

Mr.  Church.  But  you  are  not  contemplating  these  suits  against 
all  of  those  ? 

Mr.  Kearful.  No  ;  there  is  no  ground  for  bringing  suits  in  those 
cases  on  account  of  the  operating  agreement. 

The  Chairman.  The  committee  will  recess  until  10  o'clock  tomor- 
row morning. 

(Whereupon,  at  5.80  o'clcck  p.  m.,  the  committee  recessed  until  10 
o'clock  a.  m.,  Saturday,  March  2, 1918.) 


Committee  on  the  Public  Lands, 

House  op  Representatives, 

Saturday^  March  i?,  1918, 

The  committee  this  day  met,  Hon.  Scott  Ferris  (chairman)  pre- 
siding. 

Mr.  Raker.  Mr.  Chairman,  I  have  received  several  letters  from  the 
Cordova  Chamber  of  Commerce,  of  Cordova,  Alaska,  in  regard  to 
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the  leasing  bill  and  the  oil  situation.  Whether  they  have  written  to 
others  members  of  this  committee  I  do  not  know.  I  have  here  a  letter 
in  regard  to  this  bill,  which  shows  what  their  necessities  are.  I  ask 
that  the  letter  be  inserted  in  the  record  at  this  point. 

The  Chairman.  If  there  is  no  objection  that  letter  will  be  in- 
serted  in  the  record. 

(The  letter  referred  to  is  as  follows:) 

Cordova  < 'ham her  op  Oommesck, 

Cordova,  Alaska,  February  i7,  191S. 

Hon.  John  E.  Rakee, 

Washington,  D.  0. 

Dear  Sir:  For  some  unaccountable  reason  your  letter  of  December  31  has 
Just  been  received  by  this  chamber. 

We  note  that  you  say  that  you  feel  that  if  the  Alaska  coal-leasing  law  » 
not  sufficient  to  develop  Alaska  an  amendment  should  be  made  tiiat  will  gire 
proper  relief.    We  sincerely  thank  you  for  the  position  therein  taken. 

Tou  also  say  "  I  want  to  call  your  attention  to  the  fact  that  neither  your 
chamber  of  commerce  or  any  one  else,  has  suggested  wherein  the  present  Alasla 
coal-leasing  bill  is  not  adequate,  wherein  it  is  insufficient,  or  wherein  it  oo^t 
to  be  amended  " ;  and  ask  "  What  is  the  matter  with  the  F^reseiit  <*oal-leasiD^ 
law  for  Alaska?** 

We  thought  we  had  largely  answered  these  questions  in  a  petition  we  fH^ 
sented  to  Congress  April  19,  1916,  which  was,  through  the  courtesy  of  Senat-^r 
Wesley  L.  Jones,  presented  to  the  Senate,  ordered  printed  in  the  Record,  am! 
referred  to  the  C%>mniittee  on  Territories.  On  the  same  date  we  mailed  each 
Congressman  and  Senator  a  copy  of  the  petition. 

We  take  the  liberty  of  inclosing  a  copy  of  this  resolution,  together  with  tb* 
memorandum  submitted,  having  marked  a  few  of  the  x>aragraphs  which  espe- 
cially effect  our  situation. 

The  leasing  law  in  itself  is  not  so  bad,  hut  tlie  regulations  laid  down  by  tl» 
Interior  Department  are  impossible.  The  best  evidence  of  this  is  that  the  law 
has  been  in  force  over  three  years  and  practically  no  coal  land  is  leased  and 
none  in  operation.  This  is  admitted  by  Secretary  Lane  in  a  letter  to  Senat(»' 
Charles  L.  McNary,  written  Octol)er  16  last,  In  which  the  Secretary  says  be 
can  make  no  estimate  of  the  coal  likely  to  be  mined  in  the  Matanuska  fieltl 
for  the  reason  that  practically  all  mining  operations  are  confined  to  the 
Alaska  Engineering  Commission  to  procure  <*<ial  for  Its  own  use. 

The  main  objection  to  the  leasing  law  as  it  now  stands  is  the  fart  tliai  a 
railway  company  is  not  allowed  to  own  and  operate  any  coal  land  except  what 
is  necessary  for  its  own  use.  This,  of  course,  is  in  the  law  itself  and  has 
nothing  to  do  with  the  rules  and  regulations  promulgated  by  the  Interior  De- 
partment. These  rules  and  regulations  are  considered  so  drastic  by  people 
with  money  to  invest  that  they  can  not  be  induced  to  take  a  chance.  It  is 
estimated  that  it  would  cost  in  the  neighborhood  of  $250,000  to  properly  open 
nnd  develop  a  mine  with  a  capacity  of.  say,  1,000  tons  i)er  day,  to  say  nothins 
of  the  transportation.  The  rules  and  regulations  make  it  necessary  to  woi^ 
this  property  under  the  direct  supervision  of  a  representative  of  the  Bureau 
of  Mines,  and  people  dislike  to  place  their  capital  In  any  enterprise  where  the 
whim  of  some  departmental  clerk  may  put  it  in  jeopardy  at  any  moment. 

It  was  seen,  when  the  law  was  passed,  that  the  ftict  that  a  railway  com- 
pany could  not  own  any  coal  ground,  was  a  stumbling  block  to  the  op^ng  of 
our  coal,  but  the  coal  had  been  tied  up  so  long,  it  seemed  to  Alaskans  it  was 
better  to  get  some  sort  of  acthm,  hence  they  accepted  the  leasing  law  as  t!M» 
best  they  could  get  at  the  time,  believing  some  of  the  drastic  provisions  cimM 
be  eliminated  later. 

Our  situation  is  entirely  different  from  conditions  that  prevail  in  the  States 
There  is  hardly  any  locality  in  the  States  that  is  not  traversed  by  one  or  mow 
lines  of  railway  already  in  operation.  Their  investments  are  largely  made  as 
to  terminals,  connections,  etc.,  and  In  building  to  a  new  coal  field,  they  are 
simply  adding  a  feeder  to  their  main  line.  They  do  not  depend  on  the  hanl 
of  coal  for  their  support 

If  a  road  is  built  to  the  Bering  field,  the  field  that  is  adjacent  to  our  section, 
and  the  only  field  from  which  we  can  obtain  coal  f6r  the  Copper  River  sectloa 
it  will  have  practically  nothing  but  coal  to  haul. 
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Now,  it  is  evident  that  private  capital  can  not  be  induced  to  construct  a  line 
of  roa^  and  depend  upon  others  to  open  and  develop  coal  mines  to  furnish  its 
tonnage. 

If  a  railway  was  permitted  to  own,  say,  one  block  of  2,560  acres,  it  could 
then  open  and  develop  sufficient  tonnage  to  Justify  its  construction,  and  would 
be  certain  of  it.  This  road  would  also  be  required  under  the  interstate  com- 
merce act  to  haul  all  other  coal  offered,  and  thus  our  field  could  be  opened  up, 
monopoly  would  be  prevented,  and  the  public  would  receive  its  coal  at  reason- 
able rates. 

The  Government  is  greatly  In  need  of  this  coal,  as  would  appear  from  all 
the  evidence  given  before  the  Senate  committee  in  its  hearings  on  Senate  bill 
No.  2812.  We  especially  call  your  attention  to  the  evidence  of  Mr.  Charles 
Peiibody,  which  was  indor8e<l  by  Dr.  Manning,  and  also  by  Dr.  Ueorge  Otis 
Smith,  in  which  Mr.  Peabody  particularly  mentions  the  Alaska  situation. 

This  chamber,  in  conjunction  with  practically  all  other  commercial  bo<l!es 
in  the  Territory  asked  the  Senate  to  amend  Senate  bill  2812  so  as  to  give 
individuals  and  companies  in  the  Territories  the  right  to  locate  and  purchase 
2,560  acres  of  coal  ground.  This  right,  in  the  original  bill,  was  granted  to  the 
States,  but  Territories  were  left  out.  We  simply  ask  to  be  given  the  same 
rights  as  the  States  were  to  have.  The  bill  was  amended  to  include  Terri- 
tories and,  as  we  understand,  was  Introduced  in  the  House  in  this  form  on 
January  9,  1918,  and  will  soon  be  up  for  consideration.  The  people  of  this 
section  of  Alaska  are  extremely  anxious  to  see  the  bill  pass  the  House  in  this 
form,  and  we  earnestly  ask  your  support  of  the  same. 

We  believe  this  will  solve  our  problem  and  result  In  opening  the  Bering 
River  field,  and  at  the  same  time  work  no  hardship  on  any  section  where  the 
leasing  act  is  preferable  or  in  operation,  because  it  would  not  disturb  that  act. 

Most  of  our  coal  now  comes  from  British  Columbia  and  costs  $14.50  per  ton, 
laid  down  on  the  ocean  dock  at  Cordova. 

If  the  Bering  field  was  opened,  a  much  better  quality  of  coal  could  be  laid 
down  here  for  le.««s  than  half  that  amount,  Hn<i.  even  th<»ugh  we  might  l)e 
unable  to  ship  coal  to  the  States  in  competition  with  cheaper  coals,  we  would 
supply  our  own  requirements  and  thus  relieve  the  shortage  of  oil  and  coal 
In  the  States  to  that  extent. 

Our  local  industries  would  be  greatly  stimulated,  our  coal  w<mld  take  the 
place  of  petroleum  now  being  used,  our  copper  ores  would  be  smelted  here 
instead  of  hauled  to  Tacoma,  1,500  miles  away.  To  that  extent  we  would 
relieve  the  tonnage  shortage  by  placing  more  ships  at  the  disposal  of  the  Gov- 
ernment. 

You  know,  of  course,  we  are  a  large  factor  in  the  pr<Mlu<'tlon  of  copper  at 
the  present  time,  and  with  our  coal  open  we  could  become  a  much  larger  pro- 
ducer of  that  metal,  because  nfany  ores  could  be  reduced  here  that  are  too  poor 
in  quality  to  stand  the  shipping  charge  of  1,500  miles. 

We  have  hurriedly  set  down  a  few  of  the  facts  and  do  not  care  to  take  up 
any  more  of  your  time,  but  we  ask  your  earnest  consideration  of  this  whole 
matter  and  will  be  glad  to  furnish  you  any  data  at  any  time.    We  would  also 
be  pleased  to  hear  from  you  again. 
Very  respectfully, 

Cordova  Chamber  of  Commecrk, 
By  Geo.  C.  Hazkuet,  PreHdent, 

The  Chairman.  We  will  hear  this  morning  Commander  Wright, 
of  the  United  States  Navy. 

STATEMENT  OF  COMMAITOEB  N.  H.  WBIOHT,  XTHITED  STATES 

NAVY. 

Commander  Wright.  Mr.  Chairman,  I  appear  this  morning  on 
the  invitation  of  the  chairman  of  the  committee,  to  give  the  com- 
mittee some  information  in  reference  to  matters  relative  to  the 
naval  oil  reserve,  and  the  effect  which  this  leasing  bill  will  have  on 
the  Navy,  either  directly  or  through  the  industries  on  which  the 
Navy  depends.  My  idea  was  to  answer  questions  which  might  be 
asked  by  members  of  the  committee,  but  I  think  it  will  be  well  for  me 


1042  OIL  LEASIKO  LANDS. 

to  first  make  a  short  general  statement,  giving  a  resume  of  the 
matter. 

T  pm  n  line  officer  of  the  Navy,  specializing  in  engineering.  I  am 
not  a  geologist  or  a  lawyer,  or  anything  of  that  kind.  I  have  made 
a  very  careful  study  of  the  whole  oil  situation  for  the  last  year  aiHi 
a  half,  particularly  in  regard  to  the  naval  reserves,  and  I  found  it  i 
very  interesting  study.  This  was  in  addition  to  my  other  duties. 
It  is  not  my  prmcipal  duty  in  the  department,  but  simply  incident&l 
to  ray  regular  duties. 

Last  October  I  made  a  trip  through  the  California  oil  fields  and 
the  Colorado  shale  field,  and  the  Wyoming  oil  fields,  so  that  I  could 
get  in  closer  touch  with  the  actual  conditions  existing. 

The  Navv's  interest  in  this  legislation  is  twofold,  first,  to  get  a  sap- 
ply  of  oil  tor  the  future,  and  second  in  the  matter  of  the  proper  de- 
velopment of  the  industries  for  carrying  on  this  war.  It  has  been. 
insinuated  that  the  Navy  has  opposea  legislation.  I  think  that 
is  rather  an  unfair  view  to  take  of  it.  The  Navy  has  opposed  legis- 
lation which  would  take  away  from  it  the  naval  reserves  on  whiii 
our  engineering  development  in  the  Navy  is  based.  It  has  not  op- 
posed legitimate  development  legislation. 

Now,  in  regard  to  the  method  by  which  the  Senate  bill  passed  the 
Senate.  As  I  say,  the  Navy  has  opposed  legislation  which  would 
take  away  from  it  the  naval  reserves.  The  Na\'y  Department  has 
been  approached  a  number  of  times  on  the  question  of  how  its  back- 
ing could  be  obtained,  and  the  oil  men  finally  proposed  that  the 
naval  reserves  should  be  eliminated  from  the  leasing  bill,  as  it  pass^i 
the  Senate.  It  was  recommended  that  they  take  it  up  with  the 
Senators,  as  the  Navy  Department  could  not  back  any  legislation 
wherein  the  naval  reserves  were  not  at  all  affected,  but,  at  the  saiw 
time,  if  the  naval  reserves  were  not  affected,  I  did  not  believe  it  was 
in  a  position  to  make  any  opposition  to  the  bill,  no  matter  what  our 
personal  idea  of  the  justice  of  the  so-called  equities  of  the  claimant 
might  be. 

As  far  as  the  Navy  Department  is  concerned,  it  was  not  the  idea 
that  the  general  equities  within  the  naval  reserves  were  any  differ- 
ent from  those  outside  of  the  naval  reserves,  not  considering  indi- 
vidual cases,  but  the  general  subject.  It  was  with  the  idea  that  a 
separate  bill  would  be  introduced,  covering  the  naval  reserves. 

As  far  as  the  so-called  equities  are  concerned,  you  have  the  same 
proposition  outside  the  naval  reserves  as  within,  because  the  orig- 
inal legislation  by  which  these  withdrawals  were  set  aside,  was  based 
on  a  letter  which  stated  that  the  primary  object  was  for  setting  aside 
land  for  the  future  use  of  the  Navy,  as  well  as  in  the  aid  of  legis- 
lation. Then  you  come  to  where  it  defines  the  method  by^  which 
these  equities  should  be  compensated  the  naval  reserves  become  ai 
exception.  Outside  of  the  naval  reserves,  the  land  is  going  to  h? 
opened  up  any  way  and  your  leasing  bill  will  have  that  in  view — the 
opening  up  of  the  lands.  Inside  oi  the  naval  reserves,  you  have  i 
dift'erent  object  in  view.  I  do  not  think  there  is  anybody  on  the  com- 
mittee who  does  not  think  it  is  absolutely  essential  that  a  reserve  for 
the  future  be  maintained. 

Inside  the  reserves,  you  must  have  some  legislation  which  will  com- 
pensate the  people  for  their  equities  or  rights,  as  you  may  determine, 
and  not  destroy  your  reserves. 
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The  Swanson  bill,  introduced  in  the  Senate,  is  with  that  end  in 
Teiw,  conserving  as  much  of  the  reserves  as  possible,  and  at  the  same 
time  providing  a  method  by  which  any  parts  of  the  naval  reserve 
which  are  needed  for  immediate  use  may  be  opened  up  without  affect- 
ing the  value  of  the  reserve,  as  a  permanent  reserve,  to  any  greater 
extent  than  necessary. 

The  testimony  before  the  committee  will  largelv  indicate  that  a 
checkerboard  development  of  the  whole  reserve  will,  as  an  intensive 
development,  tend  to  destroy  its  value,  as  a  permanent  reserve.  Not 
that  it  will  absolutely  destroy  it,  but  it  will  very  materially  affect  it. 

The  Navy  is  not  asking  for  any  legislation  which  will  in  any  way 
take  away  any  rights  which  people  have  on  the  reserve.  It  may  be 
necessary,  when  the  other  bill  comes  up,  to  commandeer  certain 
rights.  That  has  been  done  throughout  the  country.  It  is  a  war 
necessity,  and  a  thing  we  are  facing;  just  compensation  must  be  given 
for  such  rights  as  are  commandeered. 

Another  point  in  reference  to  the  so-called  Swanson  amendment, 
which  was  proposed  by  Senator  Swanson  last  year 

The  Chairman  (interposing).  Is  that  the  so-called  department 
amendment  ? 

Commander  Wright.  It  is  primarily  the  same  as  the  Swanson 
amendment. 

The  Chairman.  The  so-called  department  amendment? 

Commander  Wright.  Yes.  It  was  proposed  in  the  joint  commit- 
tee, I  believe.  It  was  considered  at  that  time,  and  the  Navy  De- 
partment stated  it  could  see  no  objection  to  this  amendment,  if  it 
was  passed  in  the  form  proposed  with  the  object  of  providing  a 
method  of  opening  up  the  land. 

A  proposal  was  made,  However,  that  this  Owen,  or  Swanson,  or 
departmental  amendment,  should  apply  within  the  naval  reserves 
^nly,  and  the  general  features  of  sections  16  and  17,  to  lands  outside. 
That  was  not  suggested  by  the  Navy  Department ;  on  the  other  hand 
it  stated  at  that  time  that  the  equities  were  practically  the  same 
within  the  reserves  as  without  the  reserves,  of  course  not  consider- 
ing the  merits  of  individual  cases,  and  for  that  reason  it  was  not  in 
faver  of  a  bill  which  would  give  one  measure  of  relief  within,  and 
another  measure  of  relief  without,  but  considered  that  within  the 
naval  reserves  any  equities  which  might  exist  should  be  compensated 
by  a  money  payment,  or  similar  method,  rather  than  the  method  pro- 
vided in  sections  16  and  17,  which  opens  up  erverything  and  destroys 
the  foundations  of  your  development. 

It  is  my  desire  to  cover  only  the  provisions  in  the  bill  which  affect 
the  Navy;  that  is,  either  the  relief  measures  or  the  present  needs. 
In  that  connection,  however,  there  are  other  features  of  the  bill  which 
are  so  closely  interwoven  that  I  must  touch  on  some  of  those  which 
do  not  affect  the  Navy  directly,  but  only  indirectly.  I  wish  you 
would  consider  them  as  my  views  and  not  the  views  of  the  Navy  De- 
partment. 

Mr.  Baker.  Would  it  be  out  of  the  way  to  ask  Commander  Wright 
to  explain  to  this  committee,  when  he  gets  through  with  his  general 
statement,  how  the  Navy  is  going  to  develop  the  various  fields,  and 
what  they  are  going  to  do? 

The  Chairman.  I  think  we  had  better  let  the  Commander  complete 
his  statement  first. 
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Mr.  Baker.  That  is  what  I  had  in  mind.  I  do  not  want  to  intei 
fere  with  his  general  statement  at  this  time,  but  I  would  like  to  ha^ 
him  explain  that  to  the  committee  when  he  gets  through  with  hi 
general  statement. 

Commander  Wright.  I  will  be  glad  to  answer  any  questions  <. 
members  of  the  committee,  to  the  best  of  my  ability,  as  to  my  view« 
or  the  views  of  the  Navy  Department. 

Now,  Mr.  Chairman,  with  regard  to  the  necessity  of  fuel  oil  suppi; 
for  the  Navy,  I  can  not  too  strongly  impress  on  you  the  vital  nece= 
sity  of  the  Navy  being  furnished  with  an  assured  supply  of  fuel  oil 
and  of  the  fact  that  this  necessity  is  fully  realized  by  Great  Britaii 
and  other  foreign  powers.  This  is  clearly  outlined  by  the  report  o 
the  Naval  Fuel  Oil  Board  on  the  supply  of  fuel  oif  for  the  Xav^ 
dated  December,  1916.  I  would  like  to  quote  from  that  report.  I 
says: 

As  compared  with  coal,  an  evaporation  per  pound  of  fuel  In  a  ratio  of  aboc 
14  to  9,  and  per  square  foot  of  heating  surface  in  about  the  ratio  of  10  to  8,  i 
obtained. 

Fuel  oil  can  be  taken  aboard  readily  without  ninnual  labor  and  without  IdM 
ruptlnj?  the  routine  of  the  ship.  Fueling  at  sea  is  simple.  A  fleet  <»f  ••" 
burning  vessels  can  maintain  a  continuous  full  effective  strength,  wherf- 
with  coal-burning  vessels,  under  war  conditions,  a  portion  of  the  force  is  n  : 
effective  because  of  absence  for  refueling. 

A  vessel  burning  oil  Is  capable  of  prolonged  runs  at  full  speed,  limited  ii 
length  only  by  the  supply  of  fuel.  There  Is  no  reduction  in  speed  due  to  dirt^ 
flres  or  to  difficulty  in  trimming  coal  from  remote  bunkers.  There  are  n 
cinders  and  the  amount  of  smoke  can  be  controlled  at  all  speeds. 

A  reduction  from  30  to  50  per  cent  In  fireroom  personnel  Is  possible.  Th 
weight  and  space  required  for  boilers  is  reduced.  Coal  and  ash  handling  pw] 
is  eliminated. 

The  mechanical  supply  of  fuel  to  the  boilets  gives  a  prompt  and  dellt-ar 
control  of  the  steam  srupply.  permitting  more  sudden  changes  in  speeil  thr.i 
with  coal. 

The  nature  of  fuel  oil  permits  the  utilization  for  its  storage  of  remote  p« 
tions  of  the  ship,  and  of  constricted  spaces  unimportant  for  other  purpo»»3 
A  subdivision  of  structure  is  rendered  possible  which  permits  a  greater  In 
munity  from  mine  and  torpedo. 

The  Improvement  In  battleship  design  resulting  from  the  use  of  a  fuel  ol 
Is  shown  in  the  following  table,  which  compares  the  design  of  the  first  of 
burning  battleship,  the  Neraday  with  that  of  the  coal-burning  Delaware.  Tlws 
vessels  are  of  practically  the  same  si)eed  and  power. 


Numbor  of  boilers 

Heat  In?  surface 

Machinery  weiffhts  in  boiler  compartments,  smoke 
pipes,  and  uptakes. 

Lenrth  of  fireroom  space 

Breadth  of  fireroom  space 

Area  of  fireroom  space 

Smoke  pipes 

Total  weifrhts  in  boiler  oompartments,  smoke  pipes, 

uptaVes.  and  fuel. 
Complement  of  firemen  and  coal  passers 


Delaware. 


M,000 

U 

A1.04S  square  feet 
1,042  tons 

128  feet 

42  feet  8  Inches.. 
3.461  square  feet. 
2tol8feet 

4,110 

212 


Nevada. 


34300. 

1^ 

4S.O0O  aquarp  iwt 

745  tons. 

00  feet. 

TSfeetOinchK. 
4  J)63  aquare  leti. 

1  to  10  feet  ^T  9 
feet. 

2.745. 

141. 


In  the  short  time  that  the  Nevada  has  been  in  commission  she  has  den)02 
strated  her  ability  to  steam  without  smoke  at  a  spee<l  greater  than  \f^ 
designed  speed,  or  at  any  si>eed  to  lay  down  a  dense  smoke  screen,  a  deddfl 
tactical  advantage. 

In  high-speed  vessels  the  value  of  liquid  fuel  is  even  more  apparent.  T'l 
combination   of   speed,   steaming   radius,    and   armament   obtained    In   receri 
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desig^ns  for  destroyers,  m'out  <'rul8«»rs.  and  bnttle  cruisers  can  not  be  realized 
In  coal-burning  vessels. 

Tlie  board  considers  that  the  use  of  fuel  oil  in  naval  vessels  marks  an 
advance  comparable  In  military  iniiK)rtance  with  the  adoption  of  rifled  ord- 
nance or  of  smokeless  powfler.  The  Nation,  In  onler  to  realize  the  maximum  of 
value  from  its  naval  vesHels.  is  definitely  couunitteil  to  face  a  future  in  which 
fuel  oil,  or  a  petroleum  product,  will  he  the  principal  fuel.  To  revert  to  coal- 
burning  vessels  is  no  more  rational  than  t4»  return  to  smoothlxn'e  guns  or  to 
black  powder. 

Thus,  oil  fuel  is  of  vital  necessity  to  the  Navy.  In  a  few  years  no  nation 
lacking  control  of  an  adequate  supply  of  petroleum  will  be  able  to  aspire  to 
naval  prominence.  This  situation  is  recognized  by  Great  Britain  and  Japan, 
and  both  these  nations  are  taking  steps  to  secure  a  dependable  future  supply 
of  oil  for  their  navfes. 

The  foresight  and  well-considered  action  of  England,  as  regards  the  pi-oblem. 
emphasizes  the  inadequate  consideration  which  has  been  given  the  subject  by 
our  Government.  England  regarded  the  matter  of  such  grave  importance  that 
in  1912  a  Royal  Oonnnlssion  was  appointed  to  investigate  and  report  on  the 
means  of  supply  and  storage  of  liquid  fuel  in  peace  and  war,  and  its  applica- 
tion to  warship  engines.  This  commission  comprised  geologists,  petroleum 
technologists,  naval  arcfhltects,  marine  engineering  experts,  and  representatives 
of  the  Admiralty.  It  included  Admiral  Jellicoe  and  was  headed  by  Sir  John 
Fisher.  Although  it  has  .submitted  four  ad  interim  reports,  it  is  believed 
that  the  commission  has  not  completed  Its  work.  The  problem  of  petroleum 
has  been  found  to  l>e  intimately  associated  with  the  problem  of  the  empire. 

A  significant  statement  suggesting  the  scope  of  the  work  of  this  commission 
was  made  by  its  chairman  to  the  First  Lord  of  the  Admiralty  in  the  following 
language : 

I  have  obtained  the  authority  of  my  colleagues  to  write  you  this  memorandum 
In  order  that  the  following  summary  of  the  unanimous  views  of  the  commis- 
sioners may  be  available  for  such  use  as  you  may  think  fit  to  make  of  it: 

1.  The  advantages  to  l)e  derlve<l  from  the  use  of  oil  fuel  and  the  Imperative 
necessity  for  such  use  of  the  fleet  is  to  be  maintained  in  a  condition  of  the 
highest  obtainable  efl[iciency  are  conclusively  establishetl  by  the  commissioners* 
first  Interim  report. 

2.  The  commissioners  are  of  the  oi)lnIon  that  the  oil  reserves  of  the  world  are 
amply  adequate  to  meet  the  requirements  of  the  fleet  if  suitable  measures  are 
taken  to  secure  supplies. 

3.  Large  reserves  should  be  accumulated  in  this  country  and  certain  other 
storage  centers  on  British  territory.  The  extent  of  these  reserves  should  bear 
a  prescribed  relation  to  the  consumption  under  peace  requirements  and  this  will 
give  a  definite  basis. 

This  statement  was  submitted  by  Lord  Churchill  to  the  Parliament  in  asking 
the  House  "  to  approve  of  the  action  of  the  Government  in  spending  £500,000 
on  increasing  the  oil  service  of  the  moment,  or,  rather,  antedating  our  accumu- 
lation of  a  certain  standard  of  service." 

M.  L.  Requa,  in  Senate  Document  No.  363  on  "Petroleum  resources  of  the 
United  States,"  says: 

••It  is  a  well-known  fact  that  the  Union,  probably  the  Associated  Oil  com- 
imnies  of  California,  would  have  passe<l  Into  British  ownership  had  not  war 
broken  out 

••  The  20-year  contract  with  the  Mexican  Petroleum  Co.,  was  but  the  entering 
wedge  looking  to  the  ultimate  control  of  that  company  by  British  interests.  The 
Agulla  Co.,  dominated  by  Lord  Cowdray,  now  owns  next  to  the  Mexican  Pe- 
troleum Co.,  the  greatest  holdings  of  oil  lands  in  Mexico.  With  the  Mexican 
Petroleum,  the  British  would  dominate  Mexico  beyond  hope  of  any  serious 
competition." 

The  Chairman.  Whose  prediction  was  that? 

Commander  Wright.  That  was  a  statement  made  by  Mr.  M.  L. 
Heoua,  a  very  widely  known  engineer. 

The  Chairman.  That  was  before  the  war.  What  was  he  doing 
then! 

Commander  Wright.  I  think  he  was  with  the  Independents* 

The  Chairman.  Was  he  associated  with  the  Associated  Oil  Com- 
pany? 
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Commander  Wright.  At  that  time  I  think  he  was  with  the  h 
dependents. 

Mr.  DocKWEiLER.  This  was  a  sort  of  surmise,  probably  developed 
during  negotiations. 

The  Chairman.  Does  there  seem  to  be  any  foundation  for  iii 
statement?  Were  they  in  process  of  disposing  of  that  to  the  Ed;- 
lish  interests  prior  to  the  war? 

Commander  Wright.  The  English  interests  were  trying  to  obtai: 
that  before  the  war. 

The  Chairman.  Do  you  know  what  progress  they  had  made! 

Commander  Wright.  I  do  not,  I  am  simply  quoting  Mr.  Keqni 

The  report  gees  on  to  state : 

within  the  past  year  Walter  Runciman,  president  of  the  British  Board  s! 
Trade,  stated  in  the  House  of  Commons:  **The  Board  of  Trade  is  lookis! 
ahead.  We  must  ask  the  cooperation  of  our  dominions ;  we  must  ree  that  thr 
control  of  the  metals  of  the  empire  passes  entirely  from  Grerman  handsi  Wf 
must  keep  control  of  the  world's  coal ;  we  must  secure  control  of  the  sanvy 
of  oil." 

English  capital  is  heavily  invested  in  the  Royal  Dutch  Shell  Co.,  now  ^ 
era  ting  within  the  borders  of  the  United  States  in  Mid-Continent  fields  tbrondi 
a  subsidiary,  the  Roxana  Petroleum  Co.,  in  California  throuj^h  the  Shell  0:l 
pany  of  California,  and  in  Mexico  through  the  Corona  Oil  Co. 

American  interests  in  Venezuela,  the  Caribbean  Oil  Co.,  have  been  absorW 
by  the  Shell  interests.  Oil  prospecting  and  development  is  being  fosterei!  h 
beneflcient  legislation  throughout  the  British  dominions.  The  Govemmeot  ci 
the  Dominion  of  Canada  pays  a  bounty  of  521  cents  a  barrel  on  domestic  pr^ 
duct  Ion.  There  Is  reason  to  believe  that  the  oil  production  of  Japan  is  o^i* 
trolled  by  the  Imperial  Government  to  secure  a  supply  for  the  future  need^  d 
her  Navy.    In  Formosa  the  Government  itself  is  prospecting  for  oil. 

In  connection  with  the  quotations  from  the  report  of  the  Fuel  Oil  Board  i>!) 
the  necessity  for  oil  fuel  for  the  Navy,  it  would  be  absolutely  impossible  for  ti* 
destroyers  to  do  the  work  which  they  are  doing  over  there  now,  if  it  had  iKt 
been  for  oil  fuel.  You  gentlemen  all  remember  how  much  we  heard  duriu 
the  Spanish-American  War  about  the  absence  of  the  ships  from  their  bMo^ 
on  account  of  having  to  go  to  coaling  stations. 

Mr.  Taylor.  There  is  nobody,  I  take  it,  who  does  not  recogni» 
the  necessity  of  oil  for  the  Navy. 

Commander  Wright.  At  the  present  time,  and  also  for  the  futiuf 
for  the  Navy. 

Mr.  Taylor.  I  think  there  will  be  nobody  who  will  dispute  that  for 
a  moment. 

Commander  Wright.  I  do  not  see  how  anybody  can. 

Since  the  war  the  foreign  countries  have  done  a  great  deal  mor« 
than  they  did  before  the  war  on  this  question  of  obtaining  a  supplj 
of  oil  which  could  be  depended  upon.  There  is  little  doubt  to-day  bot 
that  the  Roumanian  drive  of  the  Germans,  in  which  there  was  such 
a  big  loss  of  life  on  both  sides,  was  due  largely  to  their  urgent  neec 
for  the  oil  obtainable  from  the  Roumanian  oil  fields.  ^ 

The  Mexican  situation  at  this  very  hour  is  causing  a  great  deal  o* 
worry  as  to  the  holding  of  the  oil  fields,  showing  that  it  is  onlj  ^ 
oil  field  within  your  own  country,  one  which  you  control  absoluteJt. 
that  you  can  depend  on  for  the  supply  of  oil  when  you  need  it 

Now,  I  want  to  refer  to  the  present  estimated  consumption  of  the 
Navy,  duo  to  the  war*  On  account  of  the  war,  the  increase  in  ^^ 
number  of  oil  burning  destroyers,  and  the  acceleration  of  the  buiW- 
ing  program,  previous  made  estimates  of  the  Navy's  oil  needs  ni«^ 
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be  revised.  It  is  now  estimated  that  the  fuel  oil  requirements  of  the 
Navy  will  be  as  follows: 

For  the  fiscal  year  ending  June  30,  1918,  5,000,000  barrels,  if  at 
war ;  for  the  fiscal  year  ending  June  30, 1919,  8,635,000  barrels,  if  at 
war;  for  the  fiscal  year  ending  June  30,  1920,  16,635,000  barrels,. if 
at  war;  for  the  fiscal  year  ending  June  30, 1921,  5,854,000,  if  at  peace; 
for  the  fiscal  year  ending  June  30, 1922,  6,574,000  barrels,  if  at  peace. 

During  the  fiscal  year  ending  June  30,  1917,  the  Navy's  consump- 
tion of  fuel  oil  was  2,079,580  barrels,  valued  at  $2,529,2i2.53,  and  its 
consumption  of  gasoline  was  1,937,858  gallons,  valued  at  $437,542.80. 
Fuel  oil  consumption  has  thus  increased  fifteenfold  since  the  fiscal 
year  1911,  when  only  137,587  barrels  were  required. 

I  have  here  a  table,  Mr.  Chairman,  showing  the  oil  burning  naval 
vessels  in  commission  and  building.  It  shows  a  total  of  119  oil  burn- 
ing vessels  in  the  Navy ;  that  is,  burning  oil  exclusively,  excluding  all 
the  oil  burning  auxiliaries  which  we  have  taken  over. 

The  Chairman.  If  you  desire,  you  may  put  that  table  in  the 
record. 

Commander  Wright.  I  will  be  glad  to  do  so. 

(The  table  referred  to  is  as  follows:) 


Oil'huming  naval  vessels. 

In  com- 
missicn. 

Building 
prior  to 

1917 
program* 

1917 
program. 

Addi- 
tional 
emer- 
gency 
build- 
ing.i 

Addi- 
tional for 
present 
war.» 

Battleships 

5 

4 

10 
6 

10 

50 
9 

5S 
3 
1 
1 
1 
2 
1 
2 

Battle  crui3ers 

Bcou  t  Tui  ?ers 

Torpedo-boat  destroyers 

49 

2 

3 

16 

Fleet  sub  marines 

Coa^t  submarines 

56 

4 

Fuel  ships 

Repair  snip 

Tran^?port 

1 

Hospital  ship 

Destroyer  tenders 

1 
3 

fiiibmaHnA  tpnit^rs .  r ^      ^  ^    ^  .  ^ 

Ammunition  sbios 

Patrol  ships,  etc.  (converted  merchantmen  and 
va  hts) 

SdpD  ly  shins 

1 

Total 

119 

•23 

154 

^  This  information  is  of  a  conldential  nature.   It  may  be  stated  that  the  numbers  in  certain  classes 
will  be  greatly  increased  by  vossels  building  under  emergency  appropriations. 

The  world's  available  supply  of  fuel  oil  as  it  affects  the  United 
States  is  Mexico^  the  Caribbean  countries.  South  America,  and  the 
Philippines.  It  is  probable  that  a  large  portion  of  our  peace  supply 
for  the  future  will  come  from  Mexico,  but  it  is  only  possible  to  depend 
upon  a  foreign  source  when  you  have  a  reserve  which  can  be  made 
use  of  at  the  time  when  this  foreign  source  may  be  cut  off,  in  case 
of  war  or  internal  disturbances.  That  is  a  very  important  point, 
as  I  view  it. 

Suppose  the  Navy  was  depending  in  1920  on  Mexico  for  a  peace 
supply  of  fuel  oil.  Then  suppose  that  suddenly  in  1920  a  war 
was  declared.    It  might  involve  Mexico.    At  any  rate,  transportation 
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from  Mexico  would  be  involved,  and  that  would  make  a  call  on  tk 
country  suddenly  for  16,000,000  barrels  of  fuel  oil.  That  wouH 
almost  paralize  the  industry.  You  must  have  a  source  which  jos 
can  open  up,  to  make  up  for  this,  if  you  are  depending  on  a  foreigc 
source. 

There  are  considerable  supplies  of  oil  in  the  Caribliean  aiwi  ir 
South  America  which  will  probably  be  developed.  They  are  wi 
developing  very  strongly  now,  but  they  will  help  in  the  peace  supply 
and  will  help  to  relieve  the  west  coast  situation  and  also  the  MexinE 
situation.  Peru  is  doing  fairly  well  now,  partly  on  the  tracts  tbt 
Mr.  Dohany  abandoned  yeare  ago  because  of  his  more  valuable  strike 
in  Mexico. 

There  has  been  a  good  deal  of  talk,  largely  as  though  the  supplj 
of  oil  in  the  Ignited  States  was  unlimited.  Mr.  George  the  otbff 
day  was  the  first  one  who  brought  out  the  fact  that  the  supply  of  oil 
in  the  Ignited  States  is  extremely  limited.  His  estimate  was  thit 
there  was  only  about  a  lO-^ear  supply,  provided  the  oil  can  be  gotteE 
out  of  the  ground,  which  it  can  not  be,  at  that  rate.  Other  estimate 
are  not  quite  as  pessimistic  as  that.  Mr.  Kequa's  estimate  last  year 
I  believe,  was  that  with  the  present  increase  the  probable  futurf 
supply  would  last  for  from  14  to  17  years. 

The  Chairman.  That  was  independent  of  the  shale  beds? 

Commander  Wright.  Yes ;  independent  of  the  shale  beds. 

The  Chairman.  Are  you  going  to  deal  with  the  shale  beds  before 
you  get  through? 

Commander  Wright.  I  will  touch  on  that  and  will  be  glad  i 
answer  any  further  questions  which  the  committee  wishes  to  ask  m 

So  the  Navy's  future  supply  must  depend  on  the  resen^es  which 
we  have  in  the  United  States  or  on  Mexico  for  our  peace  supply. 
backed  up  by  our  above-ground  storage  and  our  underground  stor- 
age, and  possibly  our  shale  beds.  Mexico  is  an  important  peace  fa^ 
tor  for  the  supply  of  oil.  There  they  have  one  well,  which,  if  ^e 
could  move  it  bodily  into  California,  would  take  away  all  the  worries 
which  this  committee  and  the  oil  men  have  for  a  long  time. 

The  Chairman.  Is  that  the  well  that  Tom  OT)onnell  showed  ii 
moving  pictures  a  year  or  two  ago  up  here? 

Commander  Wright.  They  have  two  or  three.  That  is  not  tk 
particular  one  he  referred  to,  I  think. 

The  Chairman.  Did  you  see  that  picture? 

Commander  Wright.  No;  I  did  not  see  that  picture.  There  is» 
wonderful  supply  of  oil  in  Mexico.  The  difficulty  is  in  the  tranr 
portation.  You  have  got  to  get  it  out  of  there.  You  have  got  to  pt 
the  oil  out  of  Mexico,  and  that  involves  transportation,  and  it  in- 
volves the  protection  of  your  route,  which  is  a  thing  you  absolutely 
can  not  depend  on. 

The  Chairman.  The  big  oil  development  in  Mexico  is  in  the 
Tampico  field? 

Commander  Wright.  Tampico  and  Tuxpam. 

The  Chairman.  Tampico  is  on  the  coast? 

Commander  Wright.  The  fields  are  close  to  the  coast  There  an 
comparatively  short  pipe  lines  from  the  fields  to  the  coast. 

The  Chairman.  You  would  have  to  haul  it  by  tankers  from  there' 

Commander  Wright.  Yes;  it  would  have  to  be  hauled  by  tankers 
The  above-ground  storage  should  be  sufficient,  and  to  make  use  of 
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that  you  have  got  to  have  an  immense  fund,  as  your  storage  costs  an 
immense  amount  of  money.  Tliere  is  a  certain  amoimt  of  seepage 
from  your  tanks,  and  you  hn\e  got  to  invest  the  total  vahie  of 
your  refined  oil  before  you  begin  your  storage,  while  with  under- 
ground storage  when  your  investment  is  onlv  a  small  part  of  them, 
the  value  of  the  oil  under  ground.  Even  if  it  were  practicable,  to 
put  100,000,000  barrels  m  above-ground  storage  would  involve  an 
investment  of  from  two  hundred  to  three  hundred  million  dollars. 
Then  your  above-ground  storage  has  to  be  protected  from  aeroplane 
raids,  and  from  everything  of  that  kind,  and  from  various  other 
attacks.  The  reserves,  as  I  say,  are  what  we  must  depend  on  for 
our  future  war  supply. 

I  will  touch  on  the  question  of  shale.  I  went  through  those  fields 
last  summer,  and  they  are  a  very  interesting  sight  and  possibly  have 
possibilities  in  the  future.  Thev  are  not  commercially  possible  now, 
and  probably  they  will  never  take  the  place  of  oil  from  wells. 

As  Mr.  Requa  informed  the  Senate  committee  last  year,  the  mining 
industry  alone  necessary  to  supply  the  shale  to  furnish  the  present 
amount  of  oil  that  is  being  consumed  in  this,  country  would  be 
greater  than  all  the  coal  mining  of  the  United  States  put  together, 
and  then  when  you  get  it  there,  you  have  your  transportation 
problem.  The  peace  supply  of  oil  at  the  present  time  would  take 
over  100  tank  cars  a  day  for  the  Navy  alone.  Transportation  is 
badly  enough  blocked  in  war  times  without  that,  as  events  of  the 
past  year  have  shown. 

Shale  oil  is  a  valuable  oil  for  refining  and  for  lubricating  oils, 
but  there  is  very  little  residuum  or  fuel  oils  in  it,  unless  you  burn 
mbricating  oils,  which  is  not  the  proper  thing  to  do.  The  amount  of 
true  fuel  oil  is  very  small  in  shale  oil. 

The  naval  reserves  of  the  United  States  are  1  and  2  in  California 
and  3  in  Wyoming.  They  are  lands,  with  small  additions,  which 
were  withdrawn  in  the  1909  withdrawals.  That  withdrawal  was 
later  confirmed  by  the  Pickett  Act. 

The  Chairman.  Have  you  the  areas? 

Commander  Wright.  Yes;  I  have  them.  There  is  a  little  bit  of 
confusion  in  the  different  terms  that  have  been  used.  Perhaps  some 
people  have  tried  to  camouflage  the  idea  in  using  these  terms,  but 
they  are  confusing.  The  withdrawals  are  the  total  area  within  the 
exterior  boundaries  of  the  withdrawn  lands,  excluding  land  which 
is  excepted,  such  as  patented  lands,  land  on  which  there  is  a  diligent 
prosecution  of  work,  as  provided  in  the  congressional  acts. 

So  the  withdrawals  embrace  a  very  materially  greater  acreage 
than  the  withdrawal  lands,  which  are  the  lands  actually  affected  by 
the  withdrawal.  I  think  tnere  is  a  statement  which  has  been  made 
by  the  Interior  Department  that  from  25  to  50  per  cent  of  the  land 
within  the  withdrawals  is  not  affected. 

The  withdrawn  land  is  the  land  which  is  actually  withdrawn  from 
entry.  The  naval  reserves  are  that  part  of  the  wirtidrawals  which 
were  subsequently  set  aside  for  the  purposes  of  the  Navy. 

The  Chairman.  Your  statement  will  be  a  very  interesting  state- 
ment to  use.  May  I  suggest  that  you  prepare  and  give  to  the  sten- 
ographer for  insertion  in  the  record  at  this  point,  if  you  have  it,  the 
total  acreage  in  Naval  Reserves  Nos.  1  and  2  in  California,  and 
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No.  3  in  Wyoming,  including,  first,  privately  owned  lands,  and  ill 
lands;  second,  the  total  acreage  of  lands  not  in  anywise  incumber^ 
by  any  claimants ;  third,  the  total  number  of  acres  in  private  owm^ 
ship ;  fourth,  the  total  number  of  acres  for  which  claimants  an 
claiming;  and  fifth,  the  production  last  year  and  preceding  yeus^ 
and  that  will  give  us  some  idea  about  it? 

Commander  Wright.  Yes ;  I  have  that  here.  The  acreage  witl- 
drawn  in  Reserve  No.  1,  is  37,760,  in  Reserve  No.  2,  30,080,  and  i 
Reserve  No.  3,  in  Wyoming,  90,480. 

The  acreage  patented  to  individuals  in  Reserve  No.  1  is  1,280. 

The  Chairman.  Is  that  in  addition? 

Commander  Wright.  37,760  is  the  total  acreage  withdra\ni  is 
Reserve  No.  1. 

The  Chairman.  Patented  and  all? 

Commander  Wright.  Yes. 

The  Chairman.  How  much  has  been  patented? 

Commander  Wright.  Twelve  hundred  and  eighty  acres  in  fc 
serve  No.  1. 

The  Chairman.  That  does  not  include  the  alternate  sections? 

Commander  Wright.  Patented  to  individuals.  It  does  not  inclai 
the  Southern  Pacific  lands. 

Mr.  Elston.  This  is  in  Reserve  No.  1  ? 

Commander  Wright.  Yes. 

The  Chairman.  There  are  alternate  sections  in  there  belonging  tc' 
the  railroad,  are  there  not? 

Commander  Wright.  Yes.  The  blue  lands  on  the  map  there  are 
patented  to  the  Southern  Pacific  Railroad. 

The  Chairman.  Have  you  the  total  acreage  of  that,  too? 

Commander  Wright.  Yes.  The  acreage  in  Reserve  No.  1  patented 
to  the  Southern  Pacific  and  in  litigation  is  10,720.  The  other  land  L" 
litigation  amounts  to  320  acres. 

1  ho  Chairman.  How  do  you  divide  the  Southern  Pacific  land  froE 
that  over  which  there  is  no  controversy? 

Commander  Wright.  All  Southern  Pacific  lands  within  the  naval 
reserves  are  in  controversy. 

The  Chairman.  Regarding  the  surface  title? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  This  reserve  you  are  speaking  of  now  is  No.  1 1 

Commander  Wright.  No.  1. 

Mr.  Lenroot.  And  the  Government  has  won  its  suit  in  connectios 
with  that,  has  it  not? 

Commander  Wright.  It  has  won  the  Elk  Hill  suit  in  the  \o^^ 
courts. 

Mr.  Lenroot.  It  has  won  that  as  far  as  that  has  gone? 

Commander  Wright.  Yes ;  that  does  not  include  all  the  land  in  tw 
reserve. 

The  Chairman.  Did  the  trial  court  decide  that  the  question  i^ 
whether  or  not  Wie  title  to  the  ground  carries  with  it  the  mineral 
strata? 

Commander  Wright.  The  Elk  Hill  case  did  not  involve  thestatuU 
of  limitations,  which,  as  I  undei'stand  it,  is  the  biggest  different 
between  the  Elk  Hill  case  and  the  other  cases. 

Mr.  Lenroot.  It  involved  onlv  the  question  as  to  whether  theiv 
was  any  mineral  in  the  land  at  the  time  the  land  was  patented? 
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Commander  Wright.  Yes.    The  ease  is  now  pending  on  appeal. 

Mr.  Mays.  Mr.  Chairman,  there  is  a  case  which  was  decided  by  the 
Supreme  Court  of  the  United  States  on  January  28th  of  this  year 
with  reference  to  coal,  which,  I  think,  would  be  of  interest  in  con- 
nection with  this  matter.  I  have  that  decision,  and  I  think  it  would 
be  interesting  to  have  that  in  the  record. 

The  Chairman.  Without  objection,  that  decision  will  be  inserted 
in  the  record  at  this  point. 

(The  decision  referred  to  is  as  follows:) 

Supreme  Coxtbt  of  the  United  States. 

[No.  09. — October  Term,  1917.  The  United  States,  appellant,  v,  Frederick  A. 
Sweet,  administrator  pf  the  estate  of  Arthur  A.  Sweet,  deceased.  Appeal  from 
the  United  States  Circuit  Ck>urt  of  Appeals  for  the  Eighth  Circuit.  January 
28.  1918.1 

Mr.  Justice  Van  Devanter  delivered  the  opinion  of  the  court. 

"This  is  a  suit  by  the  United  States  to  quiet  the  title  to  section  82  of  a 
designated  township  in  Carbon  county,  Utah,  the  suit  being  specially  directed 
a^inst  a  claim  asserted  by  the  defendant,  as  an  assignee  of  the  State,  under 
the  school  land  grant  to  the  latter.  Whether  this  tract  passed  to  the  State  under 
that  grant  or  was  reserved  to  the  United  States  as  mineral  land  is  the  mutter  in 
controversy.  In  the  District  Court  the  United  States  prevailed  as  to  all  but 
40  acres,  but  in  the  Circuit  Court  of  Appeals  that  decree  was  reversed  and 
one  for  the  defendant  was  directed.    (228  Fed.  421.) 

**  The  evidence  shows  that  the  entire  section,  excepting  40  acres,  is  valuable  for 
conl  and  has  been  known  to  be  so  since  before  Utah  became  a  State.  Land 
valuable  for  coal  is  mineral  land  within  the  meaning  of  the  public  land  laws. 
Thus  the  ultimate  question  for  decision  i^  whether  the  school  land  grant  to 
Utah  embraces  mineral  land.  The  grant  is  found  in  section  6  of  the  act  of 
Congress  of  July  16,  1894  (c.  138,  28  Stat.  107),  and  Is  copied  In  the  margin^ 
with  another  closely  related  section  of  the  same  act.  It  neither  expressly  in- 
cludes mineral  lands  nor  expressly  excludes  them.  If  it  did  either,  it  would  be 
conclusive  of  the  will  of  Congress  upon  the  point.  But,  as  it  malces  no  mention 
of  such  lands,  it  is  permissible — ^indeed,  is  essential — to  inquire  whether  the 
congressional  will  is  otherwise  made  manifest,  that  is  to  say,  whether  the  gen- 
eral words  of  the  grant  are  to  be  read  in  the  light  of  other  statutes  and  a  set- 
tled public  policy  in  respect  of  mineral  lands. 

"  In  the  legislation  concerning  the  public  lands  it  has  been  the  practice  of 
Congress  to  make  a  distinction  between  mineral  lands  and  other  lands,  to  deal 
with  them  along  different  lines,  and  to  withhold  mineral  lands  from  disposal 
save  under  laws  specially  including  them.  This  practice  began  with  the  ordi- 
nance of  May  20, 1785  (10  Journals  of  Congress,  Fol well's  ed.,  118),  and  was  ob- 
served with  such  persistency  in  the  early  land  laws'  as  to  lead  this  court  to 

1  Sec.  6.  That  upon  the  admissioD  of  said  State  into  the  Union,  sections  numbered  two, 
sixteen,  thirty-two,  and  thirty-six  in  every  township  of  said  proposed  State,  and  whero 
such  sections  or  any  parts  thereof  have  been  sold  or  otherwise  disposed  or  by  or  under 
the  authority  of  any  act  of  Congress  other  lands  equivalent  thereto,  in  legal  subdivisions 
of  not  less  than  one  quarter  section  and  as  contiguous  as  may  be  to  the  section  in  lieu 
of  which  the  same  is  taken,  are  hereby  granted  to  said  S  ate  for  the  support  of  common 
schools,  such  indemnity  lands  to  be  selected  within  said  State  In  such  manner  as  the 
li*giKlature  may  provide,  with  the  approval  of  the  Secretary  of  the  Interior:  Provided, 
That  the  second,  sixteenth,  thirty-second,  and  thirty-sixth  sections  embraced  in  per- 
manent reservations  for  rational  purposes  shall  not,  at  any  time,  be  subject  to  the  grants 
nor  to  the  Indemnity  provisions  of  this  act,  nor  shall  any  lands  embraced  in  Indian, 
military,  or  other  reservations  of  any  character  be  subject  to  the  grants  or  to  the 
ipdemnity  provisions  of  this  act  until  the  reservation  shall  have  been  extinguished  and 
buch  lands  he  restored  to  and  become  a  part  of  the  public  domain. 

Sec.  10.  That  the  proceeds  of  lands  herein  granted  for  educational  purposes,  except  as 
hereinafter  o  herwise  provided,  shall  constitute  a  permanent  school  fund,  the  interest  of 
which  only  shall  be  expended  for  the  support  of  said  schools,  and  such  land  shall  not  bo 
subject  to  preemption,  homestead  entry,  or  any  other  entry  under  the  laud  laws  of  the 
United  States,  whether  surveyed  or  unsurveyed,  but  shall  be  surveyed  for  school  pur- 
poses only. 


Mar. 

loll,     V.     "»V»,     DC;V.      M.-V,     at      •>>»»!•«,      VVTM    ,     AfJLUj       VF,      M.\j^mm^      ■y.t       •    .,      kts-x..      ^,      •m      .^w««««,       .  — w    ,      m.    w  v .      —  ■»      *  w » vf 

c.  45,  sec.  1,  3  Stat.  211 ;  Mar.  25,  1816.  c.  85,  sec.  1,  3  Stat,  260 ;  Apr.  29,  1816.  c. 
164,  2  SUt.,  882 ;  Mar.  8,  1829,  c.  55,  4  Stat,  864 :  Sept  4,  1841,  c  16,  sec.  10,  5  Stat., 
453:  July  11.  1846,  c.  86,  9  Stat,  37;  Mar.  1,  1847,  c.  32^  9  Stat,  146;  Mar.  3,  1847.  c. 
64,  i  Stat,  179;  Sept  26,  1850,  c.  72,  9  Stat,  472;  Public  Domain  (Donaldson),  806. 
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my  In  United  States  v.  GraUot  (14  Pet  II2fl>,  'It  has  been  the  pollQdfe 
Oovemiuetit.  at  all  timea  ia  disposing  of  the  public  laada,  to  reserve  tbeaim 
for  the  use  of  the  United  States,'  and  also  to  hold  la  United  SMet 
Gear  (3  How.  120),  that  an  act  making  no  mention  of  lead-mine  Isndsi^ 
provlillQf!  generally  for  the  sale  ot  'all  the  lands'  In  certain  Dewlndft 
trlcts,  'reserving  only'  designated  tracts.  'Hny  liiw  of  Cunipi^eie)  bwduli* 
existing  to  the  contrary  notwithstanding.'  could  not  be  regarded  ns  dUMi 
a  piinx>se  on  the  part  of  Congress  to  depart  from  '  the  policy  which  bid^ 
erned  Its  legislstlon  in  respect  to  lead-mine  lands,'  and  so  did  not  embnfftiK 
A  like  practice  prevailed  In  respect  of  saline  lands,  and  In  Morton  r.  NebnA 
(21  Wall.  660),  where  a  disposal  of  such  landa  under  an  act  providing  inmD: 
for  the  sale  of  lands  in  certain  Territories  was  drawn  In  qnestlon.  tftisfW 
said  that  it  could  not  be  supposed  '  without  on  express  declaration  lo  i^ 
effect  ■  that  Congress  Intended  by  such  an  act  to  permit  the  sale  of  nfm 
lands  and  thus  to  depart  from  '  a  long-established  policy  by  which  it  tud  bw 
governed  In  similar  cases.' 

"  While  the  early  land  laws  occaslonally  and  specially  provided  for  Ibt''^ 
of  mlnernl  lands,  they  very  generally  evinced  a  purpose  to  reserve  sodi  to* 
for  future  disposal;  and  this  purpose  was  given  particular  empbasla  foDonv 
the  discovery  of  gold  In  Callfomia  In  1848.  as  Is  shown  in  the  Oregon  douliH 
act,  the  homestead  act  (which  adopted  the  mineral  land  rcservatloD  of  * 
prettmptlon  net  of  IMl).  the  grant  to  the  several  Staler  for  the  bendi^ 
agricultural  colleges,  tlie  railroad  land  grants  and  other  land  acts  ol  tlui 
period.'  Noticeable  among  those  acts  is  one  which,  in  dealing  wltli  grenBtt 
Nevada  and  surveys  in  that  State,  declared,  'in  all  cases  lands  valaabkl^ 
mines  ot  gold,  silver,  quicksilver,  or  copper  sholl  be  reserved  from  si)e'  i' 
166,  14  Stat.  85).  and  another  declaring,  'no  act  passed  at  the  first  session^ 
the  thirty-eighth  congress,  granting  lands  to  States  or  corporatloDS,  u  i^ 
in  the  construction  of  roads  or  for  other  parposes.  or  to  extend  the  Hiw* 
grants  heretofore  made,  shall  t)e  so  construed  as  to  embrace  nilnen)  UoA 
which  In  all  cases  ahall  be.  and  are,' reserved  exclusively  to  the  United  Staia 
unless  otherwise  specially  provided  hi  the  net  or  acts  makine  the  grant'  ii* 
Stat.  r>67.)  Although  applied  in  one  Instance  to  lands  in  Nevada  and  In  i'' 
other  to  grants  made  at  n  particular  session  of  Congress,  these  declRTiti^ 
were  but  expressive  of  the  will  of  Oingress  that  every  grant  of  public  Hi* 
whether  to  n  State  or  otherwise,  should  be  taken  as  reserving  and  racli»fit| 
mineral  lands  in  the  absence  of  an  expressed  purpose  to  include  them:  >"■ 
upon  this  theory  both  declarations  were  carried  into  the  Revised  Stanites  ^ 
being  general  and  permanent  in  their  nature — the  first  In  enlarged  terms » 
section  2.H18'  and  the  other  as  sei-llr.n  2340. 

"  By  the  act  of  March  3,  I&IS  (c.  145.  10  Stnt.  244).  Congress  graoled  w  'J* 
State  of  Cullfornia  sections  16  and  36  In  each  township  for  school  purpw«s  int 
large  quantities  of  lands  for  other  purposes.  Mineral  lands  were  akibet  n- 
pressly  excepted  from  nor  expressly  Included  in  the  grant  of  the  school  sre 
tions,  but  were  specially  excepted  from  the  other  grants.  This  dlir««o«  W 
to  Q  controversy  over  the  true  meaning  of  the  school  grant,  the  State  tmliwnf* 
taking  the  view  that  it  did,  and  the  land  oHlcers  of  the  United  Stales  tw 
It  did  not,  include  mineral  lands.  Ultimately  the  controversy  catne  before  i** 
court  In  Mining  Oo.  r.  Consolidated  Mining  Co.  (102  U.  S.  167).  and  tI»P 
sltlon  taken  by  the  land  officers  of  the  United  States  was  sustained,  the  "W" 
saying,  page  174: 

"  ■  Taking  Into  conBlderntlim  what  Is  well  known  to  have  been  the  '^''"''r 
and  difficulty  In  the  minds  of  congressmen  In  desllng  with  these  mineral  lau* 
the  manner  In  which  the  question  was  suddenly  forced  upon  theo,  the  ^' 
form  reservation  of  them  from  survey,  from  sale,  from  preemption,  snd  aWiJ 
nil  from  grants,  whether  for  railroads,  public  buildings,  or  other  parpweS'  sfc 

'Acts  Sept.  27.  1880,  c.  76.  mct.  5.  14,  9  963,  t  •».."*;i,l' 

«Ml.,  168  ;  la\v  22,  1854.  c.  lOS.  sec.  4,  10  SI  ,  c.  75.  •«■  >■ ."  Sl 

aa2  ;  Mnj  80,  1862,  c.  86,  bkb.  7.  10.  12  3tat  120.  aec.  *■,  ".'^i, 

488:  July  Z.  1883.  c.  128.  «ec.  3,  18  Stst.,  6C  ',  12  Etat,W«."J- 

2,  1864,  c.  218.  BKH.  4,  18.  IS  Stat..  808  -  Jul  .  13  Stit.»»,J^ 

21,  1866.  c.  127.  Be*.  1,  14  Stat.,  68;  July  4,  4  Stst.  M^JoW,;; 


c.  127.  Bee.  1,  14  Stat.,  68 ;  July  4, 
IB.  sec.  1,  14  St»t^  2J8  ilnly  26,  1 


,  14  aai..  >**;  1' 


ST,  I860,  c.  278,  sec.  8,  14  Stat,  292  ;  Jnly  :  14  8t»t.  WSi-i™ 

21,  1860.  c.  167,  Bee.  8,  12  Stat..  71:  July  4,  8»i  •'^i    m V 

68,  18  Stat.,  84 ;  Mar.  8,  1871,  0.  122.  aec  '  ey  on  BUK*  "  " 

■Sec!  2318.  In  all  ciocs  lands  valuable  tor  mlnerala  aball  be  rCMrred  troa  nie.  cRV 
a*  otberwlae  expressly  directed  by  law. 
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looking  to  the  fact  that  from  all  the  grants  made  in  this  act  they  are  reiserved, 
one  of  which  is  for  school  purposes  besides  the  sixteenth  and  thirty-sixth  sec- 
tions we  are  forced  to  the  conclusion  that  Congress  did  not  intend  to  depart 
from  its  uniform  policy  in  this  respect  in  the  grant  of  those  sections  to  the  State. 

" '  It  follows  from  the  finding  of  the  court  and  the  undisputed  facts  of  the 
case,  that  the  land  in  controversy  being  mineral  land,  and  well  known  to  be 
so  when  the  surveys  of  it  were  made,  did  not  pass  to  the  State  under  the  school- 
section  grant.* 

"That  ruling  was  reaffirmed  and  followed  in  Mullan  v.  United  States  (118 
U.  S.,  271),  where  valuable  coal  lands,  known  to  be  such,  were  held  not  to 
be  open  to  selection  by  the  State  as  indemnity  school  lands. 

"  The  conditions  ensuing  from  the  discovery  of  gold  and  other  minerals  in  the 
western  States  and  Territories  resulted  in  a  general  demand  for  a  system  of 
laws  expressly  opening  the  mineral  lands  to  exploration,  occupation,  and 
acquisition,  and  Congress,  responding  to  this  demand,  adopted  from  1864  to 
1873  a  series  of  acts  dealing  with  practically  every  phase  of  the  subject  and 
covering  all  classes  of  mineral  lands,  including  coal  lands.^  These  acts,  with 
some  before  noticed,  were  carrietl  into  a  chapter  of  the  Revised  Statutes 
entitlefl  *  Mineral  Lands  and  Mining  Resources.'  Taken  collectively  they  con- 
stitute a  special  code  upon  that  subject  and  show  that  they  are  intended  not 
only  to  establish  a  particular  mode  of  disposing  of  mineral  lands,  but  also  to 
except  and  reserve  them  from  all  other  grants  and  modes  of  disposal  where 
there  is  no  express  provision  for  their  inclusion.  Thus  the  policy  of  disposing 
of  mineral  lands  only  under  laws  specially  including  them  became  even  more 
firmly  established  than  before,  and  this  is  recognized  in  our  decisions.  Mining 
Co.  r.  Consolidated  Mining  Co.  (supra,  174)  ;  DeflPenback  v,  Hawke  (115  U.  S... 
392,  402)  ;  Davis  v,  Welbbold  (130  U.  S.,  507,  516).  And  while  the  mineral- 
land  laws  are  not  applicable  to  all  the  public-land  States,  some  being  specially 
excepted,'  there  has  been  no  time  since  their  enactment  when  the  were  not 
applicable  to  Utah. 

"Another  statute  indicative  of  the  policy  of  Congress  and  pertinent  to  the 
present  inquiry  is  the  act  of  February'  28, 1891,  c.  384,  26  Stat.  796,  which  defines 
the  Indemnity  to  which  a  State  or  Territory  Is  entitled  in  respect  of  its  school 
grant.  In  addition  to  dealing  with  deficiencies  occuring  in  other  ways,  it 
provides,  *  And  other  lands  of  equal  acreage  are  also  hereby  appropriated  and 
granted,  and  may  be  selected  by  said  State  or  Territory  where  sections  16  or 
36  are  mineral  lands.*  In  this  there  Is  a  plain  implication  that  where  those 
sections  are  mineral — known  to  be  so  when  the  grant  takes  effect — they  do  not 
pass  under  the  grant.  And  it  does  not  militate  against  this  implication  that 
under  another  provision  the  State  may  surrender  those  sections  and  take  other 
lands  in  view  of  them  where,  although  not  known  to  be  mineral  when  the 
grant  takes  effect,  they  are  afterwards  discovered  to  be  so.  See  California  v. 
Deseret  Oil  Co.  (243  U.  S.  415). 

"  What  has  been  said  demonstrates  that  the  school  grant  to  Utah  must  be  read 
in  the  light  of  the  mining  laws,  the  school-land  indemnity  law  and  the  settled 
public  policy  respecting  mineral  lands,  and  not  as  though  it  constituted  the 
sole  evidence  of  the  legislative  will.  United  States  v.  Barnes  (222  U.  S..  513, 
520).  When  It  Is  so  read  It  d<K»s  not.  in  our  opinion,  disclose  a  purpose  to  include 
mineral  lands.  Although  couched  in  general  terms  adequate  to  embrace  such 
lands  if  there  were  no  statute  or  settled  policy  to  the  contrary,  it  contains  no 
language  which  explicitly  or  clearly  withdraws  the  designated  sections,  where 
known  to  be  mineral  in  character,  from  the  operation  of  the  mining  laws, 
or  which  certainly  shows  that  Congress  intended  to  depart  from  Its  long- 
prevailing  policy  of  disposing  of  mineral  lands  only  under  laws  specially 
including  them.  It  therefore  must  be  taken  as  neither  curtailing  those  laws 
nor  departing  from  that  policy. 

"This  conclusion  is  fortified  by  other  considerations.  When  the  grant  was 
made  Utah  was  known  to  be  rich  in  minerals  and  salines.  Besides  this  grant 
the  act  contains  others  aggregating  1,570.080  acres.  In  none  Is  there  any  men- 
tion of  mineral  lands.    As  to  110,000  acres,  there  is  an  express  inclusion  of  saline 

>  Acts  July  1,  1864,  c.  205,  sec.  1.  18  Stat.,  S48 ;  Mar.  S,  1865,  c.  107,  sec.  1,  13  Stat.» 
629 ;  July  26,  1866,  c.  262.  14  Stat..  251 ;  July  9,  1870,  c.  285,  16  Stat,  217 ;  May  IC 
1872.  c.  162.  17  Stat..  91 ;  Mar.  3,  1878,  c.  279.  17  Stat,  607. 

'  MlchlgaD,  Wisconsin,  Minnesota,  Missonrl,  Kansas.  Alabama,  and  Oklahoma  have  been 
wholly  or  partly  excepted.  Acts  Feb.  18,  1878,  c.  159.  17  Stat..  465;  May  6,  1876,  c.  91, 
19  Stat,  1^;  Mar.  3,  1888.  c.  118,  22  Stat,  487;  Mar.  8,  1891,  c  543,  26  Stat.,  1026; 
June  6,  1900,  c.  818,  81  Stat,  680. 

47476—18 07 
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lands.  This  silence  as  to  mineral  lands,  when  contrasted  with  the  spp<': 
Inclusion  of  saline  lands,  Indicates  that  the  former  are  not  Included.  Stt 
Montello  Salt  Ca>.  v.  Utah  (221  U.  S..  452,  466).  The  committees  of  C5oni?e« 
upon  wlio.se  recommendation  the  act  was  passed,  construed  it  as  not  embrari:: 
mineral  lands,  for  In  their  report '  they  stated  that  'All  mineral  lands  sir^ 
exempt  from  any  j^'ant  made  under  the  act.'  The  Land  Department  1m> 
unlformily  placed  the  same  construction  upon  it*  And  Congress  acted  c[»: 
that  construction  when,  hy  the  act  of  May  3, 1902,  c.  683,  32  Stat.  188.  it  iledi.^' 
that  as  to  the  State  of  Utah  'all  the  provisions'  of  the  school-land  lodemai^ 
law  of  February  28,  1891,  before  noticed,  should  apply  to  sections  2  a&I  t 
as  well  as  to  sections  16  and  36 — the  f?rant  to  that  State  covering  all  of  Mi^y 
sections  instead  of  the  latter  two  as  in  other  western  States. 

"  The  case  of  Cooper  v.  Roberts  (18  How.,  173),  is  relie<l  upon  as  making  f'^r? 
different  conclusion.  Part  of  a  school  section  in  Mlchipcnn  known  to  be  miDeri 
was  there  in  controversy  and  was  held  to  have  passed  to  the  State  under  i? 
school  grant.  At  the  time  the  section  was  surveyed,  w^hlch  was  the  date  wbii 
the  grant  was  to  take  effect,  there  was  a  statute  which  in  a  single  section  rr^' 
vlded  for  the  sale  of  mineral  lands,  and  also  of  other  lands,  and  condu-K 
with  a  reservation  of  the  school  sections  'from  such  sales.*  The  real  qot^ 
tlon  was  whether  those  sections  were  reserved  from  both  classes  of  sales.  Jic-J 
this  the  court  answered  In  the  affirmative.  Some  observations  in  the  oplDin: 
are  not  in  accord  with  our  present  conclusion.  These  were  relied  iip>D  i^i 
Mining  Co.  r.  Consolidated  Mining  Co.,  supra,  as  our  records  show,  and  werei: 
effect  disapproved.  Bes'des,  when  they  were  made  the  public  policy  respectir-: 
mineral  lands  had  not  been  expressed  in  general  and  permanent  laws,  ei-- 
as  were  afterwards  enacted  and  carried  into  the  Revised  Statutes.  <^ 
Lindley  on  Mines,  3d  ed.,  sec.  136.)  The  case,  therefore,  is  neither  controlli^: 
nor  persuasive  here. 

"  It  results  that  the  decree  of  the  Circuit  Court  of  Appeals  must  be  rever*] 
and  that  of  the  d:strlct  court  affirmed.    It  is  so  ordered." 

Mr.  Justice  McReynolds  did  not  participate  In  the  consideration  or  deci?^= 
of  this  case. 

Commander  Wright.  There  are  7J  sections  of  the  Southern  Pacific 
lands  that  are  included  in  other  suits  than  the  Elk  Hill  suit,  in 
Naval  Reserve  No.  1. 

Mr.  Lenroot.  They  are  of  the  same  character? 

Commander  Wright.  They  are  of  the  same  character  as  those  in- 
volved in  No.  2. 

Mr.  Lenroot.  Not  No.  2! 

Commander  Wright.  They  are  the  same  character  as  the  suits 
in  No.  2. 

Mr,  Lenroot.  The  question  is  different,  is  it  not  I 

Commander  Wright.  These  7i  sections  involved  practically  tk 
same  questions. 

Mr.  Lenroot.  The  statute  of  limitations  does  not  apply  to  the 
others? 

Commander  Wright.  There  are  other  points  of  difference  in  the 
suits. 

Other  land  in  litigation  in  Reserve  No.  1  amounts  to  820  acres, 
and  land  not  in  litigation  in  Reserve  No.  1  amounts  to  25,400.^ 

The  Chairman.  Twenty-five  thousand  four  hundred  acres  in  all» 

Commander  Wright.  No  suita 

The  Chairman.  No  patents,  no  claimants,  and  no  suits? 

Commander  Wright,  There  are  claimants.  I  think  you  will  fin^i  | 
there  are  claimants  for  nearly  every  acre  of  possible  oil  land  in  ^^-^ 


1  H.  Kept.  No.  162,  58d  Cong.,  Ist  sess.,  p.  18 ;  S.  Kept  No.  414,  5Sd  Cong..  2d 

p.  I®'  .    ,1^  f    n 

•Utah  V,  Allen.  27  L.  D.,  58:  Richter  v.  Utah.  27  L.  D^95;  State  of  Utah.  » Jr^J: 
69 ;  state  of  Utah.  82  L.  D.,  117 ;  Mahoganey  No.  2  Lode  OiiiJDi,  88  L.  D..  87 ;  Charict  u 
Oetenfeldt,  41  L.  D.,  266. 
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United  States.  It  is  all  a  question  of  how  much  value  the  claimants 
have.    There  are  only  about  thre«  sections  which  have  wells  on  them. 

The  Chairman.  Do  I  understand  that  there  is  some  sort  of  claim 
on  every  part  of  the  Naval  Reserves? 

Ccmmander  Wright.  Yes. 

Mr.  Church.  On  every  one? 

Commander  Wright.  There  is  some  sort  of  a  claim,  but  they  have 
not  a  discovery  there. 

Mr.  Lbnroot.  Are  there  any  serious  claims? 

Commander  Wright.  There  are  not  many  serious  claims  outside 
of  the  Southern  Pacific.    Ther^  are  locations. 

The  Chairman.  I  think  it  is  important  to  know  if  there  are  any 
claims  at  all.  We  are  giving  in  this  bill  preferred  rights  to  any  sort 
of  claimants,  and  I  think  we  ought  to  be  informed  very  carefully 
about  that. 

Mr.  Lbnroot.  It  has  been  conceded  all  through  that  there  might 
be  claimants,  but  there  has  been  no  diligence. 

Commander  Wright.  No  diligence  except  in  the  case  of  a  very  few. 

Mr.  Lbnroot.  You  do  not  mean  that  they  should  be  considered  by 
the  committee  as  claims? 

Commander  Wright.  They  are  simply  paper  locations. 

Mr.  Church.  They  are  abandoned  claims  and  recognized  as  being 
so  by  the  people  who  located  on  them? 

Commander  Wright.  The  Senate  bill  I  believe  provides  for  those 
on  which  a  well  has  been  drilled  or  is  being  drilled.  There  is  noth- 
in  the  Senate  bill  which  would  affect  that. 

Mr.  EliSTOn.  You  are  satisfied  there  is  nothing  in  the  Senate  bill 
that  would  jeopardize  the  interest  of  Naval  Reserve  Number  1. 

Commander  Wright.  In  the  Senate  bill  there  is  nothing  affecting 
the  Naval  Reserve,  because  that  is  being  handled  in  an  entirely 
different  bill.  With  a  few  exceptions  there  are  none.  We  do  not 
regard  Number  One  as  of  such  very  great  importance. 

Mr.  Lenroot.  In  your  figures  can  you  give  the  proven  area  in  the 
Reserve? 

Commander  Wright.  Yes,  sir.  The  probable  oil  land  in  Reserve 
Number  One  amounts  to  5,160  acres ;  the  possible  oil  land  in  Reserve 
Number  One  amounts  to  3,160  acres.  The  total  suits  Southern 
Pacific,  are  three,  and  the  total  withdrawal  suits  are  two,  and  the 
acreage  now  under  the  receiver  is  none. 

The  estimated  content  of  Naval  Reserve  Number  One  was  roughly 
approximated  by  the  Geological  Survey  when  it  was  first  set  aside 
as  about  300,000,000  barrels.  That  was  based  upon  an  estimate  made 
without  any  very  careful  survey.  A  number  of  oil  men  of  California 
called  the  attention  to  that  as  being  a  rather  wild  figure  for  Reserve 
Niunber  One,  and  the  Geological  Survey  sent  a  man  there  to  make 
a  survey,  and  he  estimated  based  entirely  on  geolog'cal  structure 
that  there  were  about  100,000,000  barrels,  or  just  one-third  of  their 
first  approximation. 

We  have  made  tests  of  the  wells  within  Reserve  Number  One, 
and  from  the  tests  we  have  made  and  from  the  data  which  was  fur- 
nished us  by  various  people,  we  estimate  that  the  content  of  the 
proven  acreage  is  not  over  25,000,000  barrels.  Our  present  estimate 
IS  about  26,000,000  barrels. 

The  Chairman.  That  is  on  Number  One? 
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Commander  Wright.  That  is  on  Number  One.  There  are  no  pro- 
ducing wells  in  Number  One,  and  there  are  three  shut-in  wells.  The 
estimated  value — ^and  in  giving  this  estimated  value  I  want  the  com- 
mittee to  understand  that  an  accurate  estimate  involves  great  deal 
of  work  and  expert  knowledge  of  the  production  of  the  weUs  and 
various  other  information  of  that  kind,  so  that  the  figures  I  am 
giving  you  can  not  be  taken  as  exact  figures,  but  they  are  the  be&t 
we  can  give  as  to  the  estimate  of  the  value  of  the  lands  in  the  Cali- 
fornia naval  reserves  based  on  what  information  we  have,  and  ^e 
know  of  the  Reserve.    We  have  a  petroleum  engineer  working  there. 

Mr.  Raker.  The  first  estinuite  or  the  content  of  Reserve  No.  1  wis 
300,000,000  barrels? 

Commander  Wright.  Yes;  that  was  without  a  survey. 

Mr.  Raker.  Your  estimate  is  25,000,000  barrels? 

Commander  Wright.  That  was  reduced  by  the  Geological  Sumy 
when  they  made  a  careful  survey  of  the  lands,  and  their  estimatt 
then  was  100,000,000  barrels.  The  Geological  Survey  estimate  now  L« 
100,000,000  barrels,  that  is,  that  there  are  100,000,000  barrels  in  the 
reserve.  Our  figures  are  an  estimate  as  to  what  can  be  gotten  out 
Our  estimate  is  upon  what  we  consider  proven  lands  now. 

Mr.  Raker.  You  have  not  any  equipment  to  do  drilling  with  oa 
Reserve  No.  1,  no  equipment  for  extracting  oil? 

Commander  Wright.  No;  the  wells  are  shut  in.  There  are  onlj 
three  w^ells  in  there,  and  they  are  shut  in.  The  estimated  value  of 
the  probable  proven  oil  land  is  $5,170,000.  The  estimated  value  of 
the  possible  proven  oil  lands  is  $2508,600,  or  a  total  estimated  valae 
of  the  Southern  Pacific  lands  and  patented  lands  of  $7,378,000. 

The  date  of  withdrawal  was  September  27,  1909,  and  the  wiih 
drawal  was  confirmed  on  July  2,  1910.  The  date  of  the  Naval  K^ 
serve  was  August  8,  1912. 

Now,  take  Reserve  No.  3,  in  Wyoming.  Acreage  withdrawn  i? 
9,480.  There  is  no  land  in  litigation  in  that  reserve.  There  are 
paper  locations  two  or  three  deep,  but  practically  all  the  area  in  No. 
3  is  without  claims  valid  in  law  or  equity.  The  acreage  withdraw 
in  Reserve  No.  3  is  9,480. 

The  Chairman.  That  is  the  total  ? 

Commander  Wright.  That  is  the  total,  in  Wyoming.  None  of  th? 
land  is  in  litigation  at  present,  but  there  are  claimants  to  a  great  par^ 
of  the  area. 

The  Chairman.  What  is  the  date  of  those  claims  ? 

Commander  Wright.  They  go  all  the  way  back.  Some  of  the  Ifi- 
cations  are  comparatively  old. 

The  Chairman.  Were  some  of  them  after  the  reserve  ? 

Commander  Wright.  When  I  went  there  in  November  I  fouD^ 
the  reserve  plastered  up  with  paper  locations,  made  a  month  or  t^e 

before. 

The  Chairman.  Let  me  read  something  in  that  connection.  N< 
tion  17  of  Senate  bill  2812  3ays,  "  That  the  rights  of  any  person  ^^^ 
on  the  first  day  of  January,  nineteen  hundred  and  eighteen,"  that  vi^ 
two  months  ago,  "  was,  and  ever  since  has  been,  a  bona  fide  occupaci 
or  claimant,"  anybody  is  a  claimant  who  puts  up  a  stick  on  it,  "'^ 
claimant  of  oil  or  gas  bearing  lands  open  to  appropriation  as  sui"^ 
under  existing  law,  and  who  has  performed  all  acts  necessary  to ' 
valid  mining  location  thereof;"  I  stop  here  to  say  that  the  filing  oii 
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paper  notice  is  all  the  action  that  is  necessary  up  to  that  time,  and  it 
might  have  been  as  late  as  December  26  or  December  31 — ''  except  to 
make  a  discovery,  and  who  prior  to  said  dates  was  preparing  to  de- 
velop such  lands" — anybodjr  can  say  they  are  preparing  to  develop 
lands ;  that  is  the  easiest  thing  I  know  of ;  ^'  and  to  discover  oil  or 
gas  therein,  and  who  shall  thereafter  continue  in  the  prosecution  of 
work  without  unreasonable  delay;"  anybody  would  continue  to  do 
work  if  they  thought  they  could  get  any  of  this  Naval  Reserve  land ; 
'*  leading  to  the  discovery  of  oil  or  gas,  which  work  may  be  done  on 
said  locations,  successively,"  they  do  not  have  to  do  work  on  each  one 
of  them.  "  shall  not  be  affected  or  impaired  by  this  act,  so  long  as  such 
occupant  or  claimant  shall  continue  in  the  said  prosecution  of  such 
work."  They  can  go  on  forever,  so  long  as  they  keep  on  doing  the 
work.  "  Such  occupant  or  claimant,"  each  time  bringing  the  claim- 
ant, ^^so  continuing  shall  be  entitled  to  develop  and  prosecute  his 
claim  for 'patent  and  to  have  the  same  as  provided  by  existing  law 
for  such  locations  not  exceeding  in  the  aggregate  twenty-five  hun- 
dred and  sixty  acres." 

I  want  to  Imow  what  would  prevent  a  man,  on  December  31,  1917, 
one  day  prior  to  this  date,  from  saying  he  was  a  claimant,  if  he 
had  filed  his  notice  in  the  recorder's  office,  and  was  ready  with  his 
money  and  material,  ready  to  go  on  with  his  locations,  what  would 
prevent  these  men  from  patenting  every  acre  of  these  reserves? 

Commander  Wright,  riothing,  except  the  first  provision  which 
excepts  naval  reserves.    That  has  been  in  there  all  the  time. 

Mr.  Elston.  It  says  land  open  to  appropriation. 

Mr.  Mays.  How  are  withdrawn  lands  to  be  taken? 

Mr.  Elston.  It  seems  to  me,  from  the  arguments  that  have  been 
made  here,  that  it  was  not  even  urged  that  this  applied  to  any  other 
lands  than  unwithdrawn  lands,  and  I  do  not  believe,  from  the  spirit 
of  the  arguments  which  have  been  made  here  that  these  people  ever 
thought  it  ever  applied  to  the  Naval  Reserve  or  withdrawn  areas. 

The  Chairman.  I  do  not  want  to  be  unfair  to  anybody,  but  it  does 
seem  to  me  that  this  is  an  important  proposition,  and  ought  to  be 
very  carefully  looked  into,  as  I  read  the  bill  which  has  passed  the 
Senate. 

Comdr.  Wright.  There  is  one-half  of  that  section  which  applies  to 
withdrawn  lands  and  one-half  of  it  which  applies  to  unwitndrawn. 

The  Chairman.  We  could  take  that  up  later. 

Mr.  Downing.  That  applies  only  t>o  lands  open  to  appropriation 
^nder  existing  law. 

The  Chairman.  I  think  there  might  be  some  controversy  about 
that. 

Mr.  Downing.  If  there  is  any  controversy  about  it,  we  would  like 
to  have  it  amended. 

Mr.  Elston.  I  think  these  people  would  be  perfectly  willing  to 
have  that  refer  to  unwithdrawn  lands.  I  assume  that  there  is  no 
implication  that  they  have  tried  to  cover  any  withdriiwn  land. 

Mr.  Downing.  That  was  the  language  of  the  Interior  Department. 

The  Chairman.  You  say  that  was  suggested  by  the  Interior  De- 
partment ? 

Mr.  Downing.  That  amendment  was  gone  over  by  the  Interior 
Department ;  I  think  it  was  drawn  by  the  Interior  Department. 
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The  surface  estimate  of  the  content  of  Naval  Reserve  No.  3  in 
Wyoming  is  about  30,000,000  barrels  of  oil ;  that  is,  we  think  the  oil 
is  there;  we  do  not  know.  There  have  never  been  any  wells  drilled 
into  the  Wall  Creek  sands  in  Reserve  No.  3  that  have  reached  oil. 

There  is  a  well  drilled  into  the  Shannon  sand  which  has  oil  in  it 
The  Shannon  sand  is  upper  oil  sand  in  that  part  of  Wyoming.  Ia 
some  places  they  get  considerable  oil  out  of  it,  but  it  is  not  looked  on 
as  very  profitable  oil-bearing  sand  in  that  part  of  the  country,  the 
part  of  the  country  where  the  Tea  Pot  or  Saddle  Ring,  Naval  Reserve 
No.  3,  is  located.  There  is  a  very  considerable  question  whether  that 
is  an  oil  area,  and  as  to  whether,  if  it  is,  the  oil  has  not  all  gone  oot 
through  a  fault.  We  have  been  prepared  to  drill  a  well  in  Naval 
Reserve  No.  3  to  determine  its  character  as  soon  as  the  status  of  the 
claims  can  bs  determined.    Congress  has  already  provided  money. 

In  Reserve  No.  3  the  lands  with  the  exception  of  a  small  area  were 
withdrawn  on  September  27,  1909;  withdrawal  confiimed  July  2. 
1910;  and  set  aside  as  Naval  Reserve  on  April  30, 1915. 

I  now  come  to  Naval  Reserve  No.  2  in  California.  The  total  am 
for  that  reserve,  within  the  exterior  boundaries  of  that  reserve,  is 
30,080  acres,  of  which  3,680  acres  are  patented  to  individuals.  I 
would  say,  in  connection  with  thos3  patents — and  you  will  find  that 
the  same  thing  applies  almost  every  place  to  the  oil  fields  in  Cali- 
fornia— ^that  only  three  quarter  sections  of  that  whole  area  is  pat- 
ented as  petroleum  lands. 

Mr.  Taylor.  I  suppose  they  did  not  know  there  was  any  oil  there 
when  they  patented  them,  did  they  ? 

Commander  Wright.  They  were  suspected  to  be  petroleum  lands 
at  that  time.  They  were  patented  largely  under  gypsum  claims  and 
some  of  them  under  agricultural  claims. 

Mr.  Raker.  Then  they  got  some  of  them  under  the  school  lands 
sections  16  and  36? 

Commander  Wright.  16,  36,  and  16  are  school  sections;  they  are 
state  sections. 

Mr.  Elston.  How  many  years  prior  to  the  first  discovery  of  oil 
was  the  last  patent  issued  on  that  three  thousand? 

Commander  Wright.  I  do  not  know.  I  do  not  think  any  of  the 
claimants  who  took  the  lands  under  those  gypsum  patents  remain. 
They  have  all  passed  into  the  hands  of  others. 

Mr.  Elston.  You  do  not  intimate  that  the  parties  who  took  those 
gypsum  patents  probably  a  long  time  prior  to  any  discovery  or 
activity  in  that  field,  took  them  with  the  intention  at  that  time  of 
developing  oil  or  knew  that  there  was  oil  there. 

Commander  Wright.  I  think  all  the  people  who  actually  took 
them  at  the  time  took  them  up  naturally  with  the  express  idea  that 
they  were  probably  oil  lands,  because  in  that  country  it  is  ahsolutelj 
impossible  to  make  gypsum  a  commercial  proposition. 

Mr.  Taylor.  It  is  patented  as  placer  land,  under  the  placer  law? 

Commander  Wright.  It  is  patented  under  the  placer  law.  I  jnsi 
said  that  to  indicate  that  most  of  the  land  has  not  been  taken  np 
under  oil  placer,  because  of  the  difficulties  of  the  present  law. 

Mr.  Taylor.  Does  it  not  indicate  a  general  presumption  of  bad 
faith,  rather  than  of  good  faith? 

Commander  Wright.  Well— — 

Mr.  Taylor.  Of  the  people  out  there?     • 
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Commander  Wrioht.  I  do  not  know.  The  people  that  are  there 
now  did  not  take  these  lands  up  under  these  gypsum  claims.  It 
means  that  the  oil  route  is  a  hard  road,  hard  to  take  up  lands  by; 
it  is  much  harder  to  take  them  up  than  by  agricultural  or  gypsum 
locations. 

Mr.  Taylor.  It  was  not  10  or  15  years  ago. 

Commander  Wright.  Yes,  because  at  all  times  there  you  were 
supposed  to  have  a  discovery. 

Mr.  Taylor.  As  a  matter  of  fact,  there  was  a  great  gypsum  craze 
in  a  let  of  land  in  Colorado  that  was  patented  as  gypsum  because 
they  supposed  it  was  going  to  make  all  kinds  of  plaster  paris  and 
be  enormously  valuable  a  few  years  ago,  and  we  helped  some  men 
to  get  patents  to  a  gypsum  mountain,  that  is  not  worth  $1.50,  but  they 
though  it  was  going  to  be  enormously  valuable. 

Commander  Wright.  I  am  not  saying  that  to  attack  any  people 
who  took  them  up  imder  gypsum  locations. 

Mr.  Taylor.  You  have  not  brought  suit  for  that  purpose,  have 
you? 

Commander  Wright.  No  sir,  they  are  patented  lands. 

Mr.  Elston.  I  think  there  is  uncertainty  as  to  whether  you  are 
alluding  to  those  who  got  the  gypsum  patents.  You  haven't  any 
data  as  to  when  they  got  them,  have  you  ?  I  think  it  is  fair  to  give  a 
detailed  account  here  of  how  many  patents  on  those  three  thousand 
or  more  acres  in  Naval  Reserve  No.  2  have  been  patented  on  gypsum 
claims,  and  when  they  were  patented,  because  this  is  the  first  time  I 
have  heard  that  that  kind  of  thing  was  done.  I  think  the  facts  ought 
to  be  brought  out,  unless  you  are  prepared  to  say  now  that  that  is 
just  your  surmise,  arid  not  actual  information. 

Commander  Wright.  I  know  they  were  gypsum  claims. 

Mr.  Elston.  Can  you  give  that  data,  with  the  date  of  the  patents, 
as  to  any  that  were  patented  on  gvpsum  claims? 

Con»mander  Wright.  I  do  not  know  whether  I  can  or  not;  but  the 
Land  Office  can  give  that. 

Mr.  Elston.  I  really  want  to  know  the  basis  of  your  information, 
so  that  when  we  come  to  it  we  can  recheck  the  figures.  Would  you 
bo  willing  to  state  now  that  whatever  the  Interior  Department  will 
disclose  with  regrard  to  that  will  be  the  actual  facts? 

Commander  Wright.  Certainly.  There  is  no  question  about  that. 
A  gypsum  claim  was  a  legitimate  claim  under  the  placer  act,  I  under- 
stand. The  reason  they  took  them  was  the  fact  that  the  oil  route 
is  so  much  harder  to  get  patent  than  the  other  route. 

Mr.  Taylor.  It  is  impossible  now,  but  it  was  not  several  years 
ago? 

Commander  Wright.  I  think,  Mr.  Taylor,  you  will  find  in  Cali- 
fornia it  was  because  no  question  of  these  post-hole  discoveries  came 
up  in  California,  as  it  did  in  Wyoming  and  that  part  of  the  country 
with  which  you  are  most  acquainted.  That  is,  the  seepage  question 
did  come  up  there,  but  the  post-hole  discoveries,  as  far  as  I  know,  did 
not  come  up  in  Califorina. 

You  will  find  that  in  Califorina  on  this  area  the  oil  patents 
are  verv  small  in  number,  compared  to  the  other  patents,  agricultural, 
mineral,  gypsum,  etc. 

There  are  patented  to  the  Southern  Pacific  and  in  litigation, 
15,360  acres.    Other  lands  in  litigation  are  8,160  acres;  not  in  litigfi- 
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tion,  2,880  acres.    The  total  proven  acreage  of  Naval  Reserve  No.  2 
is  15,600  acres.    That  is  pretty  well  outlined. 

Mr.  Baker.  On  the  2,880  acres  there  are  claims  also,  are  there! 

Commander  Wright.  On  the  2,880  acres  there  are  claims  also^  but 
there  is  a  total  area  of  less  than  one  quarter  section  which  is  proven 
or  probable  oil  land  within  that  acreage.  In  other  words,  the  land 
in  litigation,  either  withdrawal  suits  or  those  of  the  Southern  Pa- 
cific, cover  everj'  acre  of  oil  land  in  that  reserve,  with  the  exception 
of,  my  estimate  would  be,  about  160. 

Mr.  Lenroot.  Two  hundred  and  twenty  acres,  I  think  the  testi- 
mony shows. 

Conmiander  Wright.  Two  hundred  and  twenty  acres;  yes,  sir. 
But  for  all  the  purposes  of  this  bill,  you  can  consider  that  every  acre 
is  in  litigation;  I  mean  that  every  acre,  with  the  exception  of  160 
acres  or  220  acres,  is  in  litigation,  on  account  of  private  claims,  or  in 
litigation  through  the  Southern  Pacific,  or  patented  to  individuals. 
Do  you  see  the  point  ?  I  should  say  there  is  no  land  that  belongs  to 
the  Government  which  is  not  covered  by  contests. 

Mr.  Lenroot.  Except  the  220  acres? 

Commander  Wright.  Yes.  The  proven  unpatented  land  is  6,130: 
the  proven  patented  land  is  2,400;  tne  proven  Southern  Pacific  land 
is  6,970.  The  estimated  content  of  Naval  Reserve  No.  2  is  365,000,000 
barrels,  of  which  it  is  estimated  that  180,000,000  barrels  are  under 
unpatented  lands. 

The  Chairman.  Whose  estimates  are  those.  Commander,  the  Geo- 
logical  Sur\'ey  or  the  Bureau  of  Mines  ? 

Commander  Wright.  No,  these  are  the  Na\'y  Department's  e^^ti- 
mates. 

The  Chairman.  Have  you  a  geologist  working  on  it? 

Commander  Wright.  We  have  in  San  Francisco  Lieut.  Com- 
mander J.  F.  Landes  in  charge  of  the  Naval  Petroleum  Reserve. 

The  Chairman.  How  do  these  estimates  compare  with  the  Geo- 
logical Survey. 

Commander  Wright.  As  a  matter  of  fact,  I  have  never  seen  a 
Geological  Survey  estimate  of  Naval  Reserve  No.  2. 

The  Chairman.  Have  these  local  people  out  there  obtained  any 
estimates  themselves  from  their  engineers? 

Mr.  Lenroot.  I  think,  Mr.  Chairman,  we  could  expedite  the  hear 
ing  by  allowing  the  commander  to  proceed. 

The  Chairman.  All  right. 

Commander  Wright.  The  number  of  producing  wells  in  the  re- 
serve is  approximately  380.  That  is  changing  all  the  time,  but  it  i:^ 
approximately  330  producing  oil  wells.  The  monthly  production 
in  September,  1917,  was  1,140,000  barrels,  or  a  daily  average  j)er 
well  of  115  barrels.  The  total  production  to  date  is  about  72,000,O<Xl: 
is  that  right,  Mr.  Wolf,  about  72,000,000? 

Mr.  Wolf.  About  72,000,000. 

Commander  Wright.  We  have  some  late  figures.  I  just  vranteti 
to  check  it  up.  It  is  about  $72,000,000.  The  total  estimate, 
value  of  Naval  Reserve  No.  2  is  $98,466,500.  The  estimated  vahh 
of  the  unpatented,  proven  land  is  $39,007,500.  The  estimated  valu« 
of  private  patented  land  is  $14,630,000.  The  estimated  value  of 
Southern  Pacific  patented  lands  is  $44,829,000.  The  date  of  with 
drawal  was  September  27,  1909;  withdrawal  confirmed  July  2,  1910. 
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rhe  date  it  was  specifically  set  aside  as  Naval  Beserve,  December 
13, 1912. 

The  acreage  withdrawn,  oil  shale  reserve  No.  1,  is  45,440.  The 
icreage  withdrawn,  oil  shale  reserve  No.  2,  is  86,584. 

The  Chairman.  Where  are  they,  commander? 

Commander  Wbight.  One  is  in  Colorado,  and  the  other  is  in 
Qtah. 

Mr.  Taylor.  Have  you  quit  Naval  Reserve  No.  2? 

Commander  Wright.    Yes,  sir 

Mr.  Taylor.  And  have  now  gone  to  Colorado? 

Commander  Wright.    Yes,  sir. 

Mr.  Taylor.  Just  repeat  that  again,  will  you  ? 

Commander  Wright.  The  acreage  withdrawn  in  oil  shale  reserve 
No.  1,  Colorado,  is  45,440  acres. 

Mr.  TAYiiOR.  What  is  the  date  of  that? 

Commander  Wright.  That  was  December  6,  1916. 

Mr.  Taylor.  Now,  I  would  like  to  ask  you,  have  you  got  any 
law  suits  on  that,  or  have  you  any  adverse  claims  that  you  know  of? 

Commander  Wright.  Yes,  sir,  there  is  an  adverse  claim  on  that. 

Mr.  Taylor.  How  much  of  that  45,000  has  an  adverse  claim,  in 
Colorado? 

Commander  Wright.  We  have  not  the  exact  area.  There  is  a 
;laim  there,  one  of  the  Reed  interests,  covering  quite  a  considerable 
irea. 

The  Chairman.  It  is  covered  up  with  claims  too,  is  it,  pretty  well  ? 

Commander  Wright.  I  think  this  Beed  claim  is  the  only  one  1 
mow  of. 

The  Chairman.  How  much  does  it  cover,  do  you  know?  If  you 
lo  not  know,  we  can  get  it. 

Mr.  Taylor.  That  was  there  before  the  reserve? 

Commander  Wright.  I  understand  it  was,  from  what  I  hear.  The 
eport  has  not  come  in  yet. 

Mr.  Taylor.  There  is  this  situation  up  there.  There  is  a  little 
^ass  up  on  top  there,  and  there  are  some  farmers  up  there.  An  old 
aan  by  the  name  of  Hurlburt  has  had  a  range  up  there  for  30  years 
n  top  there,  and  he  has  never  been  able  to  get  title  to  the  surface 
%nd. 

Mr.  Kaker.  These  lands  were  located  under  the  group  system? 

Commander  Wright.  They  were  located  under  various  names,  the 

dfe,  mother-in-law,  and  others  like  that. 

Mr.  Taylor.  Just  out  pf  curiosity,  how  do  you  happen  to  remem- 

er  that  oil  shale  No.  8  is  in  Wyoming  and  oil  shale  No.  1  is  in  Colo- 
ado? 

Commander  Wright.  There  is  no  oil  shale  No.  3.    No.  1  is  in  Colo- 

ido  and  No.  2  in  Utah,  and  none  in  Wyoming. 

Mr.  TATiiOR.  The  total  in  Utah  is  86,584? 

Commander  Wright.  Yes,  sir. 

Mr.  Taylor.  What  was  the  date  of  their  withdrawal  ? 

Commander  Wright.  The  same  date,  December  6.  1916. 

Mr.  Taylor.  There  were  two  of  them,  were  there  i 

Commander  Wright.  Two  shale  reserves,  No.  1  in  Cblorado  and 

0.  2  in  Utah. 

Mr.  Tatlor.  Are  those  the  only  places  you  have  a  naval  oil  shale 

ithdrawal? 
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Commander  Wright.  Yes,  sir,  those  are  the  only  naval  oil  shak 
reserves. 

Mr.  Taylor.  Have  you  not  withdrawn  in  Wyoming  or  Nevada! 

Commander  Wright.  No. 

Mr.  Taylor.  Why  didn't  you? 

Commander  Wright.  Well,  we  think  that  with  the  shale  reseires 
we  have  now  we  have  enough — if  the  shale  ever  becomes  practicable. 

Mr.  Taylor.  You  are  not  contemplating  going  out  and  openiflgup 
one  of  these  shale  reserves  and  getting  out  oil,  are  you  ? 

Commander  Wright.  I  would  hardly  consider  it  good  business  a: 
present. 

Mr.  Taylor.  The  people  would  like  to  have  you  do  it  out  there. 

Commander  Wright.  I  understand  that  the  Bureau  of  Mi'dcs/ 
experimenting  with  shale. 

Mr.  Taylor.  The  Bureau  of  Mines  have  net  yet  gone  to  the  poict 
where  they  will  make  any  estimate  of  production,  I  understand? 

Commander  Wright.  As  far  as  I  have  gone  into  the  situation  here. 
Mr.  Taylor,  in  regard  to  retorting,  etc.,  most  of  our  Americans  have 
started  out  with  new  ideas  on  the  shale  business.  They  are  entirely 
unproven  and  some  of  them  look  to  be  very  impracticable  from  an 
engineering  standpoint.  The  industry  has  been  carried  on  to  a  cer 
tain  extent  in  Scotland  and  France  for  a  number  of  years,  and  thej 
have  developed  the  processes.  Under  the  local  conditions  thev  are 
just  managing  to  keep  their  heads  above  water.  The  locations  i: 
Colorado  and  Utah  are  too  far  from  the  markets  to  make  these  prt^ 
cesses,  the  Scotch  and  French  processes,  profitable  at  the  present 
time. 

Mr.  Taylor.  Your  idea  is  that  the  Navy  Department  does  not  con- 
sider it  practicable  to  work  these  at  the  present  time  at  all? 

Commander  Wright.  No.  sir. 

Mr.  Taylor.  You  think  it  will  be  some  time  to  come  before  thej 
will  do  it? 

Commander  Wright.  Yes,  sir.  I  do  not  see  any  hope  in  it  t: 
present.  It  is  a  thing  that  should  not  be  nejrlected,  however.  That 
IS,  I  do  not  think  the  Navy  Department  is  justified  in  letting  anj 
chance  go  by  for  the  future. 

Mr.  Taylor.  You  do  not  think  you  are  justified  or  warranted  12 
rejecting  this  withdrawal  and  throwing  it  open  to  private  enterprise, 
do  you? 

Commander  Wright.  No,  sir.  There  is  a  plent  of  shale  land  ther 
yet. 

Mr.  Taylor.  Plenty  of  territory  outside? 

Commander  Wright.  Plenty  of  it;  yes,  sir. 

Mr.  Taylor.  You  do  not  think  that  those  that  know  must  sen 
oiisly  litigate  the  question,  who  had  rights  there  before  the  Na^ 
to  withdraw  it,  do  you  ? 

Commander  Wright.  That  is  according  to  what  their  rights  sn 
Of  course,  I  do  not  want  to  make  a  broad,  open  statement  like  that 
I  will  say,  from  just  the  very  limited  conversation  which  I  had  " 
regnrd  to  those  Reed  claims  up  there,  that  the  people  in  that  nei*: 
borhood  s?emed  to  think  a  certain  part  of  it  antedated  the  vu- 
drawal  anyway,  but  it  has  not  been  determined. 

Mr.  Taylor.  Jimmy  Doyle  has  been  up  there  spending  money  t  * 
n  good  many  years. 
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Commander  Wright.  Yes,  sir.  Jimmy  Doyle  has  bsen  there  for 
a  long  time.  He  was  one  of  the  first  people  there,  and  the  people 
over  on  Parachute  Creek. 

Mr.  Taylob.  I  have  ridden  up  and  down  there  for  40  years. 

Commander  Wright.  I  have  nere  a  compilation  of  the  letters  and 
withdrawals,  the  picket  act,  the  release  act  of  1914,  et  cetera,  which 
cover  the  naval  reserve  situation.  I  would  like  to  introduce  them 
in  the  record,  with  the  understanding  that  if  any  of  these  letters 
have  bsen  previouslv  incorporated,  that  you  will  simply  refer  back 
to  the  place  where  tney  were  published. 

The  Chairman.  I  think  the  picket  bill  has  gone  in,  Commander. 

Commander  Wright.  I  do  not  know  whether  it  has  gone  in.  I 
think  there  has  been  considerable  conservation  about  it,  but  the 
record  will  show. 

The  Chairman.  If  you  would  like  to  have  it  as  a  part  of  your  re- 
marks, I  do  not  think  there  would  be  any  objection. 

Commander  Wright.  It  gives  the  whole  thing  chronologically. 

The  Chairman.  Without  objection,  it  will  be  incoi5)orated 
at  this  point  in  the  Commander's  statements. 

Commander  Wright.  Together  with  that  I  will  introduce  a  tabu- 
lated statement  containing  information  which  I  have  given  above  in 
my  statements. 

(The  matter  referred  to  is  here  printed  in  full  as  follows: 

Data  sheet — Petroleum  reserves. 


Acroa*^  withdrawn 

Patented  to  individuals 

Patented  to  S.  P.  (In  litigation) 

other  In  lltl<^tion 

Not  in  litigation 

Total  proven  acrea'^e 

Proven  unoatentod  land 

Proven  patented  land 

Pr'>^*en  Southern  Pacidc  land 

ProT>aMe  oil  land,  acres 

Possible  oil  land,  acres 

Total  siiits.  Southern  Pacific , 

Total  withdrawal  suits 

Acrea^'e  now  under  receiver 

Estimated  content,  total 

Estimated  content,  patented 

Estimated  content,  unpatented 

Estimated  content,  Southern  Pacific 

Numl)er  producing  wells,  oil 

6h ut-in  wells 

Monthly  production,  September,  1917 

A  verare  dally  production  per  well 

Total  production  to  date 

Estimated  value,  probable,  proven 

Estimated  value,  p(»sible,  proven 

Total  estimated  value,  S.  P.,  proven,  and  in 

lltiratlon 

Estimated  value,  impatented.  proven 

Estimated  value,  private  patents 

Estimated  value,  B.  P.  patent  lands 

Date  wiUidrawn 

Withdrawal  oonflrmed 

Date,  naval  reserve ; 


Reserve  No.  1, 
California. 


37.760, 

io.7:o. 

3^0... 
25,400. 


S.lftO, 
3,160. 

3 

2 

0 


25,030,000-100,000,000 


3. 
0. 


S5.170.000. 
12,208,000. 

$7,378,000. 


Sept.  27. 1909. 
Julv2, 1910.. 
Aug.  8, 1912.. 


Reserve  No.  2, 
California. 


30.0»0. 

3.6«0. 

15.360. 

3.160.. 

^880., 

15,500. 

6,130.. 

VOO., 

6,970., 


363,000.000. 


130,000,000. 

33d!!!!!.*.'! 


1,140,000. 
115 

6^800,000. 


$98,^66,500... 
$39.007.500... 
$14,630.000... 
$14,829.000... 
Sept.  27,  1909. 
July  2, 1910.. 
Dec.  13, 1912. 


Reserve  No.  8, 
Wyoming. 


9,4^. 


All. 


30,000,030. 


I. 
0. 


Sept.  27, 1909. 
July  2, 1910. 
Apr.  30, 1915. 


Acreojre  withdrawn,  oil-shale  reserve  No.  1, 45,440. 

Acreap«  withdrawn,  oil-shale  reserve  No.  2, 86,58*. 

E.<;timated  content,  oil-shale  reserves  No.  1  and  No.  2, 1,000,000,000. 

Date,  naval  reserve,  oil-shale  reserve  No.  1,  Dec.  6, 1916. 

Date,  naval  reserve,  oii-shale  reserve  No.  2.  Dec.  6, 1916. 

Estimated  content,  shale  deposits,  20.000,000,000. 

Total  petroleum  withdrawals,  6,348,610  acres. 
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LETTEB  OF   ftEPTEMBEK   17,    1»09,  -FBOU    BIM'BETARY    TO    FSS8IINBRT. 

17.  Vm. 


The  President, 

WhUe  House, 

Sir  :  I  hnve  the  honor  to  brliij?  to  your  Htteiition  the  subject  of  the  counerra- 
tion  of  the  iietroleum  resour<*es  of  the  public  domain,  with  special  refereocf  tt 
the  present  and  future  requirements  of  tlie  American*  Navj-. 

The  six  largest  battleships  in  commission  or  under  construction  are  equipH 
for  the  use  of  either  oil  or  coal,  and  the  14  latest  destroyers  use  oil  exclusively 

The  Geological  Survey  reports  that  the  present  rate  of  production  of  i^ 
troleum  can  not  be  maintaine<l  beyond  a  very  few  years,  after  which  a  mark^ 
decrease  will  result  in  an  insufiicient  supply  and  increaseo  prices.  At  pre$€m 
the  production  exceeds  the  legitimate  demands  of  the  trade  and  inasmuch  a 
the  disposal  of  the  public  petroleum  lands  at  nominal  prices  simply  enctmra^ 
overproduction,  the  logical  method  of  checking  this  unnecessary  waste  would  )k 
to  secure  the  enactment  of  legislation  that  would  provide  for  the  sane  deveU-p- 
ment  of  this  important  resource.  In  view  of  the  well-lcnown  facts  of  the  dk«j£ 
of  occurrence  of  oil  and  the  all  too  common  practice  of  drilling  wells  Ht«j«e  ti 
boundary  lines  of  private  holdings  that  are  being  developed  for  oil,  conser\-,a:"i 
of  the  petroleum  supply  demands  a  law  that  will  provide  for  the  disposal  &' 
the  oil  reumiuing  in  the  public  domain  in  terms  of  barrels  of  oil  rather  thaiii  ^^ 
acres  of  land. 

The  Navy  has  a  further  interest  in  the  conservation  of  the  petroleum  snpi<» 
by  reason  of  the  absolutely  necessary  use  of  petroleum  products  for  lubricatii-a 
A  very  conservative  estimate  is  that  at  least  one-half  pint  of  lubricating  oil  i« 
use<l  for  every  ton  of  coal  converted  into  power  and  that  this  quantity  af 
lubricating  oil  represents  over  a  half -gallon  of  crude  petroleum. 

The  re<'ommendation  was  made  by  the  Director  of  the  Geological  Survey  Is 
February,  1908,  to  my  predecessor  that  the  filing  of  claims  to  oil  land  in  tbe 
State  of  California  be  suspeniled  in  order  that  the  Government  may  contftioe 
the  ownership  of  a  sufficient  supply  of  petroleum  on  the  Pacific  coast  wh«^ 
other  fuel  is  exi)ensive.    No  action  to  this  end  has  been  taken. 

Acting  upon  the  survey *s  report  of  June  4,  19(X9,  classifying  oil  lands  i= 
California,  the  Commissioner  of  the  General  Land  Office  on  June  22.  1909 
issued  instructions  to  the  registers  and  receivers  to  withhold  these  oil  laniis 
from  agricultural  entry,  pending  consideration  of  the  question  of  legislatioL 
The  area  classified  as  oil  land  is  430,000  acres,  to  at  least  40  per  cent  of  which 
the  Government  still  retains  title.  In  several  townships  in  this  tract  there  are 
compact  areas  of  unappropriated!  oil  land,  each  including  from  6  to  16  cootip!' 
ous  square  miles. 

As  a  result  of  previous  work  by  the  Geological  Survey,  similar  action  ws« 
taken  in  June,  1908.  on  150,240  acres  In  California,  classified  as  oil  land,  tht 
title  to  a  considerable  portion  of  which  is  believed  to  remain  in  the  GovernmeDL 
Furthermore  there  is  at  present  withdrawn  in  Cnlifomla  pending  examin»ti<-c 
and  classification  by  the  Geological  Survey,  whl<'h  work  is  now  in  prosre^ 
approximately  1,650,000  acres,  of  which  1,250,000  acres  are  withdrawn  fn-S: 
all  entry. 

The  time  appears  opportune  for  legislative  action  that  will  assure  the  cni- 
servation  of  an  adequate  supply  of  petroleum  for  the  Government's  own  needN 
This  legislation  should  give  authority  to  fix  the  terms  of  disposition  of  publk 
oil  lands  so  as  to  provide  for  the  fufiure  demands  of  the  Navy  and  should  jil^' 
authorize  the  permanent  reservation  of  such  areas  as  the  Executive,  after  falj 
investigation,  may  find  necessary  for  this  Federal  purpose.  It  is  believed  that 
such  legislation  would  not  interfere  with  the  profitable  developmeut  and  utiU' 
zation  of  the  California  oil  pools. 

In  aid  of  such  legislation  and  indeed  as  essential  to  the  accomplishment  of  it^ 
purpose,  all  the  lands  hereinbefore  mentioned  should  be  temporarily  withdravs 
from  all  forms  of  filing,  entry,  and  disposal,  including  mineral  entry.  I  hare 
the  honor  to  be. 

Very  respectfully. 
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TELEQBAK  OF  SEPTEMBER  36,  1900,  FROM  BECRETART  TO  ACTING  SSCBETABT. 

Salt  IxAke,  Utah,  September  26,  1900. 
Acting  Secretary  Pierce, 

Interior  Department^  Waahingtan^  D.  0. 

Have  conferred  with  President  respecting  temporary  wltiidrawals  covering^ 
oil  lands  if  present  withdrawals  permit  mining  entries  being  made  of  such 
lands  wish  the  withdrawals  modified  at  once  to  prohibit  such  dispositon  pend- 
ing legislation. 

Ballinger. 

telegram  of  SEPTEMBER  26,   1009,  FROM  DIRECTOR  TO  A.  C.  VEATCH. 

Salt  Lake  City,  Utah,  September  26, 1900, 
Veatch, 

Qeological  Survey,  Waahington,  D,  C. 

Secretary  ordered  withdrawal  mineral  entry  all  public  oil  lands.  Advise  de- 
partment what  In  California  and  elsewhere.    Tell  Mitchell ;  Goldfield,  Tuesday. 

Smith, 
withdrawal  of  september  27,  1909. 

September  27,  1900. 
The  honorable  the  Secretary  of  the  Interior. 

Sib:  In  accordance  with  your  orders  I  have  the  honor  to  submit  the  follow- 
ing recommendation  which  covers  approximately  3,041,000  acres,  of  which  the 
larger  part  is  probably  private  land  and  not  affected  by  this  withdrawal. 

Temporary  petroleum  trithdraical  No.  J.— In  aid  of  proposed  legislation  af- 
fecting the  use  and  disposition  of  the  petroleum  deposits  on  the  public  domain, 
all  public  lands  in  the  accompanying  lists  are  hereby  temporarily  withdrawn 
from  all  forms  of  location,  settlement,  selection,  filing,  entry,  or  disposal  under 
the  mineral  or  nonmineral  public  land  laws.  All  locations  or  claims  existing 
and  valid  on  this  date  may  proceed  to  entry  in  the  usual  manner  nfter  field 
Investigation  and  examination. 

(List  of  lands  omitted.) 
•    Very  respectfully, 

H.   C.   RlZER, 

Acting  Director. 
Frank  Piercis, 
Acting  Secretary. 

Approved  September  27,  1909,  and  sent  to  General  Land  Ofilce. 
(Notification  to  register  and  receiver,   Vlsalia,   Oakland,   Sucraniento,   Ix>a 
Angeles,  Buffalo,  and  Douglas,  Oct.  5,  1909.) 

telegram  OF  SEPTEMBER  27,  1009,  FROM  ACTING  SECRETARY  TO  SECRETARY. 

Septembeb  27,  1900. 
To  Hon.  R.  A.  Ballingek, 
Secretary  of  the  Interior, 

Care  PresidcnVtt  special,  Helena,  Mont. 

Telegram  26th  received.  California  and  Wyoming  petroleum  withdrawals 
heretofore  made  permit  mining  locations.  Following  your  direction  I  have  tem- 
porarily wlthilrawn  from  all  forms  of  location  and  entry  2,871,000  acres  in  Cali- 
fornia and  170,000  acres  in  Wyoming,  all  heretofore  withdrawn  for  classified^ 
Hon.  My  withdrawal  prevents  all  forms  of  acquisition  In  future  »nd  holds  the 
land  In  statu  quo  pending  legislation. 

Frank  Pierce, 
Acting  Secretary. 

AN  ACT  To  authorize  the  Prestdeut  of  the  United  States  to  make  withdrawals  of  public 
lands  in  certain  cases.  [Act  of  June  25,  1910  (36  Stat.,  847),  as  amended  by  the  act 
of  Aug.  24,  1912   (87  Stat,  497).] 

^e  it  enacted  by  the  Semite  and  House  of  Representatives  of  the  United 
States  of  America  in  Ctrngress  assembled.  That  the  President  may,  at  any  time 
in  his  discretion,  temporarily  withdraw  from  settlement,  location,  sale,  or  entry 
any  of  the  public  lands  of  the  United  States,  Including  the  District  of  Alaska,, 
and  reserve  the  same  for  waterpower  sites,  irrigation,  classification  of  lands, 
or  other  public  purposes  to  be  specified  in  the  orders  of  withdrawals,  and  such 
withdrawals  or  reservations  shall  remain  in  force  until  revoked  by  him  or  by 
an  act  of  Congress. 


1066  OIL  LEASIKO  LANDS. 

Sec.  2.  That  all  lands  withdrawn  under  the  provisions  of  this  act  shaW . 
all  times  be  open  to  exploratfon,  dlseovery,  occupation,  and  purchase  no^.e 
the  mining?  laws  of  the  United  States,  so  far  as  the  same  apply  to  metaliifen:? 
minerals :  Provided,  That  the  rights  of  any  person  who  at  the  date  of  any  ^^i*' 
of  withdrawal  heretofore  or  hereafter  made,  is  a  bona  fide  occupant  or  dd-* 
ant  of  oil  or  gas  bearing  lands  and  who,  at  such  date,  is  in  the  diligent  pn^e 
cution  of  work  leading  to  the  discovery  of  oil  or  gas,  shall  not  be  alTectei  <: 
impaired  by  such  order  so  long  as  such  occupant  or  claimant  shall  conrir> 
in  diligent  prosecution  of  said  work :  Provided  further,  that  this  act  shall  :•' 
be  construed  ns  a  recognition,  abridgment,  or  enlargement  of  any  assertetl  n;^:'^ 
or  claims  initlateil  upon  any  oil  or  gas  bearing  lands  after  any  withdn^^i 
of  such  lands  made  prior  to  June  25,  1910:  And  provided  further^  That  t.!-*- 
shall  be  excepted  from  the  force  and  effect  of  any  withdrawal  made  u-.  -• 
the  provisions  of  this  act  all  lands  which  are  on  the  date  of  such  wiihilra'^- 
embraced  in  any  lawful  homestead  or  desert-land  entry  theretofore  made  ■•• 
upon  which  any  valid  settlement  has  been  made  and  is  at  said  date  beir: 
maintained  and  perfected  pursuant  to  law ;  but  the  terms  of  this  proviso  st^ 
not  continue  to  apply  to  nny  particuhir  tract  of  land  unless  the  entryman  •: 
settler  Shall  continue  to  comply  with  the  law  under  which  the  entry  or  seu> 
ment  was  made :  And  provided  further.  That  hereafter  no  forest  reserve  sh 
be  created,  nor  shall  any  additions  be  made  to  one  heretofore  create<l,  with' 
the  limits  of  the  States  of  California.  Oregon,  Washington,  Idaho,  Muutr-:. 
CJolorado,  or  Wyoming,  except  by  act  of  Congress. 

Sec.  3.  That  the  Secretary  of  the  Interior  shall  report  all  such  witlKlrawi' 
to  Congress  at  the  beginning  of  its  next  regular  session  after  the  date  of  wi-^ 
drawals. 

withdraw al  of  july  2,  1010   (california). 

July  1. 1910 
The  honorable  the  Secretary  of  the  Interior. 

Sir:  In  accordance  with  your  instructions  I  recommend  the  withdrawal  ': 
classification  and  in  aid  of  legislation  affecting  the  use  and  disposition  of  pe 
troleum  deposits  belonging  to  the  United  States  of  the  following  areas  in  the 
State  of  California,  involving  approximately  2,482,750  acres: 

ORDER   of    withdrawal — PETROLEUM    RESERVE    NO.    2. 

It  is  hereby  ordered  that  those  certain  orders  of  withdrawal  made  he^' 
tofore : 

On  September  27,  1909,  and  described  os  temporary  petroleum  withilrav- 
No.  5;  on  October  30,  1009,  and  described  as  teniiwrary  petroleum  withdraw. j 
No.  8 ;  on  November  16, 1909,  and  described  as  temporary  petroleum  withdra^V 
No.  9;  on  January  18,  1910,  and  described  as  temporary  petroleum  withdrava 
No.  11;  on  February  2,  1910,  and  described  as  temiwrary  petroleum  withdraw? 
No.  12;  in  so  far  as  the  same  Include  any  of  the  lands  hereinafter  desoriNf*. 
be,  and  the  same  are  hereby  ratified,  conflnned,  and  continueii  In  full  force  ar 
effect;  and  subject  to  all  of  the  provisions,  limitations,  exceptions,  and  con«' 
tions  contalne<l  in  the  act  of  Congress  entitleil  **An  act  to  authorize  the  Pre* 
dent  of  the  United  States  to  make  withdrawals  of  public  lands  In  certain  en?*?.' 
approved  June  2i3,  1910,  there  is  hereby  withdrawTi  from  settlement,  locatit-:. 
sale,  or  entry,  and  reserved  for  classification  and  in  aid  of  legislation  affecrir: 
the  use  and  disposal  of  petroleum  lands  belonging  to  the  United  States,  all  *^ 
those  certain  lands  of  the  Unlteil  States  set  forth  and  particularly  des*Til*J 
as  follows,  to  wit: 

(List  of  lands  omitted.) 
Very  respectfully, 

Geo.  Ons  Smfth, 

Dirrrfof 

July  1,  19ia 

Respectfully  referred  to  the  President  with  the  recommendation  that  ss^ic 
be  approved. 

R.  A.  Balunger. 

Sccrctarp 

Approved  July  2,  1910,  and  referred  to  the  Secretary  of  the  Interior. 

Wm.  H.  Taft, 

PreHdeMt- 
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Referred  to  the  Commissioner  of  the  General  Land  Office  for  appropriate 
action. 

Fbank  Pierce, 
•  Actinff  Secretary, 

(Notification  to  register  and  receiver,  Visalia,  Oakland,  Sacramento,  and  Los 
Angeles,  July  16,  1910.) 

withdrawal  of  july  2,  1910  (wyoming). 

July  1,  1910. 
The  honorable  the  Secretary  of  the  Interior. 

Sir:  In  accordance  with  your  instructions  I  recommend  the  withdrawal  for 
classification  and  in  aid  of  legislation  affecting  the  use  and  disposition  of 
petroleum  deposits  belonging  to  the  United  States  of  the  following  areas  in 
the  -State  of  Wyoming,  involving  approximately  255,461  acres : 

ORDER  OF  withdrawal — ^PETROLEUM  RESERVE  NO.   8. 

It  is  hereby  ordered  that  those  certain  orders  of  withdrawal  made  heretofore : 
On  September  27,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  5;  on  October  12,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  6;  on  October  12,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  7;  on  October  30,  1909,  and  described  as  temporary  petroleum  withdrawal 
No.  8;  on  February  12,  1910,  and  described  as  temporary  petroleum  with- 
drawal No.  13;  on  April  8,  1910,  and  described  as  temporary  petroleum  with- 
drawal No.  14;  on  June  18,  1910,  and  described  as  temporary  ijetroleum  with- 
drawal No.  17;  in  so  far  as  the  same  include  any  of  the  lands  hereinafter  de- 
scribed, be,  and  the  same  are  hereby,  ratified,  confirmed,  and  continue<l  in  full 
force  and  effect;  and  subject  to  all  of  the  provisions,  limitations,  exceptions, 
and  conditions  contained  in  the  act  of  Congress  entitled  "An  act  to  autliorize 
the  President  of  the  United  States  to  make  withdrawals  of  public  lands  in 
certain  cases,"  approved  June  25,  1910,  there  la  hereby  withdrawn  from  set- 
tlement, location,  sale,  or  entry,  and  reserved  for  classification  and  in  aid  of 
legislation  affecting  the  use  and  disposal  of  petroleum  lands  belonging  to  the 
United  States,  all  of  those  certain  lands  of  the  United  States  set  forth  and 
particularly  described  as  follows,  to  wit: 
(List  of  lands  omitted.) 
Very  respectfully, 

Geo.  Otis  Smith,  Director. 

July  1,  1910. 

Respectfully  referred  to  the  President  with  recommendation  that  same  be 
approved. 

R.  A.  Ballinger,  Secretary. 

Approved  July  2, 1910,  and  referred  to  the  Secretary  of  the  Interior. 

Wm.  H.  Taft. 

President 

Referred  to  the  Commissioner  of  the  General  Land  Office  for  appropriate 
action. 

Frank  Pierce,  Acting  Secretary, 

(Notification  to  register  and  receiver,  Evanston,  Douglas,  Lander,  and  Buf- 
falo, July  16,  1910.) 

naval  reserve  of  september  2,  1012. 

August  8,  1912. 
The  honorable  the  Secretary  of  the  Interior. 

Sir:  In  accordance  with  your  Instructions  to  recommend  for  Inclusion  in  a 
special  reserve  a  compact  body  of  public  lands  containing  an  ample  supply  of 
fuel  oil  for  the  use  of  the  United  States  Navy,  I  have  prepared  and  recom- 
mend for  submission  to  the  President  the  following  order  of  withdrawal  in- 
volving approximately  38,069  acres  in  the  Elk  Hills,  Kern  Ck)unty,  Cal. 
Very  respectfully, 

Geo.  Otis  Smith,  Director. 

August  10,  1912. 
Respectfully  referred  to  the  President  with  favorable  recommendation. 

Walter  L.  Fisher, 

Secretary, 
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OKUEB  OF  WITHDRAWAL — NAVAL  PETROLEX^II  RESESX-E  WO.  1. 

It  Ks  hereby  ordered  that  all  lands  iududed  In  the  following  list  and  bff^ 
tofore  fornilnK  a  part  of  petroleum  reserve  No.  2,  California  No.  1,  witlulr-ri 
on  July  2,  1910,  from  settlement,  location,  sale,  or  entry,  and  reserved  for  ch»- 
flcatlon  and  In  ahl  of  lef^lslation  under  the  authority  of  the  act  of  Con^jre^^-- 
titled  "An  net  to  authorize  the  President  of  the  United  States  to  make  wi* 
drawals  of  public  lands  in  certain  cases  (36  Stat.,  847),  shall  hereafter.  >. 
Ject  to  valid  existing  rights,  constitute  naval  petroleum  reser\-e  No.  1  and  >x 
be  held  for  the  exclusive  use  or  benefit  of  the  Unlte<l  States  Navy  udH:  tk 
order  is  revoked  by  the  President  or  by  act  of  Congress.  To  this  end  anilf* 
this  public  purpose,  the  order  of  July  2,  1910.  is  modified  and  the  withdrawal  ' 
that  date  is  continued  and  extended  in  so  far  as  it  afTects  these  lands. 

MOUNT   DIABrX>    MERIDIAN. 

T.  30  S.,  R.  22  K.,  sec.  24,  all. 

T.  30  S.,  R.  23  E.,  sec.  10,  all;  sees.  12  to  30.  inclusive;  .«^h-s.  32  to  36.  • 
elusive. 

T.  31  S.,  R.  23  K.,  sees.  1  to  4,  Inclusive;  se<*s,  10  to  14.  inclusive. 
T.  30  S.,  R.  24  K.,  se<»s.  17  to  20,  inclusive;  sees.  28  to  34,  Inclusive. 
T.  31  S..  R.  24  K.,  sees.  1  to  12,  inclusive;  sec.  18.  all. 

Wm.  H.  Taft, 

PreHdail 
September  2,  1912. 

(Notification  to  register  and  receiver,  Vlsalla  and  San  Francisco,  Sept - 
1912.) 

Naval  Reserve  of  Decemheb  13,  1912. 

Decembkb  6.  1911 
The  Secretary  or  the  Interiob. 

Sir:  As  a  result  of  recent  investigations  of  conditions  in  Naval  Petn**i2 
Reserve  No.  1  in  the  Elk  Hills,  Cal..  by  the  Geological  Survey,  the  difficulty  rf 
estimating  definitely  the  quantity  of  oil  available  within  this  reserve  has  \^- 
developed  more  fully  than  heretofore.  It  is  deemed  the  part  of  prudence  th«^ 
fore  to  add  to  the  area  especially  reserved,  in  order  that  there  may  be  as  oc 
plete  assurance  as  possible  that  the  United  States  retains  control  over  a  N'^^ 
of  fuel  oil  adequate  for  the  future  needs  of  the  United  States  Navy.  I  ^7 
therefore  prepared,  and  recommended  for  submission  to  the  President,  the  fv 
lowing  additional  order  of  withdrawal,  involving  approximately  29.r>41  a"^'' 
in  the  Buena  Vista  Hills,  Kern  County,  Cal. 
Very  respectfully, 

Geo.  Otis  Smith,  IHrtrtor. 

Decembeb  11,  19^- 
Respectfully  referre<l  to  the  President,  with  favorable  recommendation. 

Walter  L.  Fihher,  Scrrctam 

Order  of  Withdrawal. 

NAVAL  PETROI^UM  RESERVE  NO.   2. 

It  Is  hereby  ordered  that  all  lands  Included  in  the  following  list  ami  hf^'^ 
fore  forming  a  part  of  I'etroleum  Reserve  No.  2.  California  No.  1,  withdn*? 
on  July  2,  1910,  from  settlement,  location,  sale,  or  entry  and  resenetl  '* 
classification  and  In  aid  of  legislation  under  the  authority-  of  the  net  «>f  >>'■ 
gress  entitled: 

An  act  to  authorize  the  President  of  the  United  States  to  make  wlthdra*** 
of  public  lands  in  certain  cases  (36  Stat,  847), 

shall  hereafter,  subject  to  valid  existing  rights,  constitute  Naval  Petmlf!^ 
Reserve  No.  2  and  shall  be  held  for  the  exclusive  u.se  or  benefit  of  the  I  du?^ 
States  Navy  until  this  order  is  revoked  by  the  President  or  by  act  of  Consrn^ 
To  this  end  and  for  this  t>ubUc  ptirpoae  the  order  of  July  2,  1910,  is  nh»lJt^ 
and  the  withdrawal  of  ,that  date  Is  continued  and  extende<l  in  so  far  a^i  ' 
affects  these  lands. 
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T.  31  S.,  R.  23  E.,  sees.  7  to  0,  IncluaiTe;  sees.  16  to  18,  induslve;  gees.  20 
»  28,  Inchistve;  sees.  25  to  2d,  inclusive;  sees.  33  t6  36,  indusiya  T.  31  S., 
.  24  E.,  sees.  80  to  32,  inclusive.  T.  32  S.,  R,  23  B.,  sees.  1  to  8,  inclusive ; 
scs«  11  to  13,  inclusive.  T.  32  S.,  R.  24  B.,  sees.  2  to  18,  inclusive.  T.  32  S., 
.  25  E.,  sec.  18,  all ;  Mount  Diablo  meridian. 

W.  H.  Tajt,  PreHdetU. 

Dbgbmbbb  13,  1012. 

(Notification  to  Register  and  Receiver,  Visalia,  Dec.  18,  1912.) 


HE   Relief  Act  of  August  25,  1914.    Approved  on  August  25,  1914    (38 

Stat.,  708). 

An  act  to  amend  an  act  entitled  '*An  act  to  protect  the  locators  in  good  faith 
I  oil  and  gas  lands  who  shall  have  elfiected  an  actual  discovery  of  oil  or  gas 
1  the  public  lands  of  the  United  States,  or  their  successors  in  interest,"  ap- 
roved  March  second,  nineteen  hundred  and  eleven. 

Be  it  enacted  by  the  Senate  and  Himse  of  Represemtaiives  of  the  United 
tatee  of  America  in  Congress  assembled^  That  an  act  entitled  "An  act  to 
rotect  the  locators  in  good  faith  of  oil  and  gas  lands  who  shall  have  i^ected 
n  actual  discovery  of  oil  or  gas  on  the  public  lands  of  the  United  States,  or 
leir  successors  in  interest,"  approved  Blardi  second,  nineteen  hundred  and 
(even,  be  amended  by  adding  thereto  the  following  section : 

"  Sec.  2.  That  where  applications  for  patents  have  been  or  may  hereafter 
e  offered  for  any  oil  or  gas  land  included  in  an  order  of  withdrawal  upon 
rhlch  oil  or  gas  has  heretofore  been  discovered,  or  Is  being  produced,  or  upon 
rhich  drilling  operations  were  in  actual  progress  on  October  third,  nineteen 
undred  and  ten,  and  oil  or  gas  is  thereafter  discovered  thereon,  and  where 
bere  has. been  no  final  determination  by  the  Secretary  of  the  Interior  upon 
ach  applications  for  patent,  said  Secretary,  in  his  discretion,  may  ^iter  into 
greements,  under  such  conditions  as  he  may  prescribe  with  such  applicants 
or  patents  in  possession  of  such  land  or  any  portions  thereof,  relative  to  the 
lisposition  of  the  oil  or  gas  produced  therefrom  or  the  proceeds  thereof,  pending 
inal  determination  of  the  title  thereto  by  the  Secretary  of  the  Interior,  or  such 
ther  disposition  of  the  same  as  may  be  authorized  by  law.  Any  money  which 
aay  accrue  to  che  United  States  under  the  provisions  of  this  act  from  lands 
rithin  the  Naval  Petroleum  Reserves  shall  be  set  aside  for  the  needs  of  the 
^avy  and  deposited  in  the  Treasury  to  the  credit  of  a  fund  to  be  known  as  the 
^avy  Petroleum  Fund,  which  fund  shall  be  applied  to  the  needs  of  the  Navy 
s  Ck)ngress  may  from  time  to  time  direct  by  appropriation  or  otherwise." 


Naval  Reserve  of  April  30,  1915. 
4  Apbil  21,  1915. 

?he  Secbetabt  of  the  Iktebiqeb. 

Sib:  In  aocordance  with  yenr  Instructioos  to  prepare  an  order  for  a  naval 
letroleum  reserve  covering  the  Teapot  dome  in  east-central  Wyoming,  I  have 
prepared  for  Bubmiaslott  to  the  President  the  following  order  of  withdrawal 
Naval  Petroleum  Reserve  No.  3,  Wyoming  No.  1),  involving  9,481  acres  in 
Natrona  County.  . 
Ree^iectfully, 

Geo.  Otis  Smith,  Director. 

April  24,  1915. 
Respectfully  referred  to  t^e  President,  with  favorable  recommendation. 

Frankun  K.  Lane. 


Orders  ov  Withdrawal. 

I     •      •    • 

naval  petroleum  reserve  no.    3,   WYOMING  NO.   J. 

<    •    •  ■  I'  •  /  .  r      , 

It  1»  hereby  OEdered  that  all  lands  hereinafter  described  lind  heretofore  form- 
ng  a  part  of  Petroleum  Reserve  No.  8,  withdrawn  on  July  2,  1910,  from  set- 
lement,  location,  sale,  or  entry  and  reserved  for  classification  and  in  aid  of 

4747e— 18 68 
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legislation  under  the  autliority  of  tlie  act  of  Congress  npprovetl  June  25.  'J^ 
(36  Stat,  847),  entitled  "An  act  to  authorize  tlie  President  of  the  Unlte<l  St:j* 
to  liialce  withdrawals  of  public  lands  in  certain  cases.*'  as  auieudeti  bj-  a<r 
Congress  approved  August  24.  1912  (37  Stat.,  497),  shall  hereafter  oousiiCL 
Naval  Petroleum  Reserve  No.  3.  and  shall  be  held  for  the  exclusive   use  • 
benellt  of  the  United  States  Navy  until  this  order  is  revoked  by  the  Pres:«r 
or  by  Congress.    To  this  end  and  for  this  public  puriH)se  the  order  of  Jiil\  - 
1910,  is  moditied  and  the  withdrawal  of  that  date  is  continued  and  e^teo^ 
in  BO  far  as  it  affects  these  lands. 

T.  38  N.,  R.  78  W.,  sec.  2,  SW.  i  of  NE.  i,  W.  1,  W.  i  of  SE.  1 ;  sei-.  3,  sa  I 
sec.  4,  NE.  i,  NE.  i  of  NW.  i,  N.  i  of  SE.  i,  SE.  i  of  SE.  \ ;  sec.  9,  R  a  .    I 
NE.  i,  NE.  i  of  SE.  i ;  sec.  10.  all ;  sec.  11.  W.  i  of  NE.  i.  W.  1,  SE.  i ;  :«e 
14,  all;  sec.  15.  N.  i,  N.  i  of  SW.  i,  SE.  i  of  SW.  1,  SE.  i;  sec.   22,  NE.  ; 
NE.  i  of  NW.  h  E.  i  of  SE.  i ;  sec.  23,  all ;  sec.  26,  NW.  \  of  NK.   |.  N.  \  f 
NW.  i     T.  39  N..  R.  78  W^.  sec.  10,  NE.  I  of  SW.  i,  S.  i  of  SW.   i,  SW.  i 
of  SB.  i ;  sec.  20,  E.  i  of  NE.  i.  SE.  i  ;  sec.  21.  all ;  se<'.  22,  SW.  i  of  NW.  l 
SW.  i ;  sec.  27,  W.  i  of  NE.  i,  W.  i.  SE  i ;  sec.  28,  all ;  sec.  29,  K,  i.  K  * 
of  NW.  i,  N.  i  of  SW.  i.  SE.  i  of  SW.  i;  .sec.  32.  N.  1  of  NK,  i.    SE.  i  (i 
NE.  i ;  sec.  33,  N.  i,  N.  i  of  SW.  h  SE.  i  of  SW,  h  SE.  i ;  sec.  34,  all :  # 
35.  SW.  i  of  NW.  h  W.  i  of  SW.  |,  SE.  I  of  SW.  i,  .sixth  principal  nieritiiaa 

WooDRow  Wilson,  I*rc9id*mi. 
April  SO,  1915. 

NAVAL   oil   SHAUC   RB8ERVK    NO.    1.    COLOBAJM)    NO.    1. 

It  is  hereby  ordered  that  all  land^  includetl  in  the  following  list  shall  berf- 
after  constitute  Naval  Oil  Shale  Reserve  No.  1,  Colorado  No.  1,  and  shall  h? 
held  for  the  exclusive  use  or  benefit  of  the  United  States  Navy  until  tliis  onlr 
is  revokecl  by  the  President  of  by  Congress : 

T.  5  S.,  R.  94  W.,  sec.  2,  NW.  i  of  NE.  i.  S.  4  of  Nli:.  i,  W.  i,  SE.  i ;  .^ei-s 
3  to  11,  inclusive ;  sec.  13,  W.  i  of  NW.  i,  SW.  i,  SW.  i  of  SE.  i ;  sec^  n 
to  35,  inclusive;  sec.  36,  N.  i  of  NE.  i,  SW,  i  of  NE.  i,  NW.  i,  N.  ^  of  :5V 
h  SW.  i  of  SW.  I    T.  6  S.,  R.  94  W.,  sec.  5,  N.  i  of  NW.  h  SW.  i  of  NW.  i 
sec.  6,  ail ;  sec.  7,  N.  i  of  NW.  i.  SW.  i  of  NW.  i,    T.  5  S.,  R.  95  W\,  sec.  1 
all ;  sec.  2,  all ;  sees.  11  to  14,  Inclusive ;  sees.  23  to  26,  inclusive ;  sec,  35,  nil 
sec.  36,  all.     T.  6  S.,  R.  95  W.,  sees.  1  to  11,  inclusive;  sec.  12,  N.  1,  N.  ^  of 
SW.  i,  SW.  i  of  SW.  i,  NW,  i  of  SE.  i;  sec.  14.  N.  i  of  NE.  i,  SW.  i  of  NK 
i.  W  i,  NW.  i  of  SE.  i ;  sec.  15  to  21,  inclusive ;  sec.  22,  N.  i,  N.  i  of  SE.  i 
sec.  23,  NW.  i  of  NW.  i.    T.  6  S.,  R.  95  W.,  sec  28,  W.  i  of  NW.  J :  sec.  2:^. 
all ;  sec.  30,  all ;  sec.  31,  N.  h  SW.  i,  N.  i  of  SE.  h  SW  i  of  SE.  i.  six:th  prir^ 
cipal  meridian. 

WooDROw  Wilson,  PreMdcnt. 

December  6,  1910. 

naval  oil  shale  reserve  no.  2.  utah  no.  1. 

It  is  hereby  ordered  that  "  all  lands  included  in  the  following  list  shall  hen- 
after  constitute  Naval  Oil  Shale  Reserve  No.  2,  Utah  No.  1,  and  shaU  be  bdi 
for  the  exclusive  use  or  benefit  of  the  United  States  Navy  until  this  order  s 
revoked  by  the  President  or  by  Congress." 

T.  12  S.,  R.  19  E.,  sec.  1,  all;  sees.  3  to  15,  inclusive;  sees.  17  to  31  incliiaiT«: 
sees.  33  to  35,  Inclusive.  T.  13  S..  R.  19  B.,  sec.  1,  lots  5,  7,  8,  and  10,  W.  i  of 
E.  i,  W.  i ;  sec.  3  to  11,  inclusive ;  sec.  12.  lot  2,  W.  i  of  NE.  h  SB.  i  of  NK  i 
W.  h  SB,  i ;  sec.  13,  W.  i  of  E.  1,  W.  i ;  sec.  14,  all ;  sec.  15,  all ;  sec  17  to  2S. 
inclusive ;  sec.  24,  lot  1,  W.  i  of  NE.  i,  W.  i,  NW.  i  of  SE.  i.  Sec,  25.  lots  S 
and  4,  W.  h  W.  i  of  SE.  i ;  sees.  26  to  31,  inclusive ;  sees.  33  to  35,  inclusive. 
Salt  Lake  meridian.  An  area  bounded  as  follows :  Beginning  at  the  southwes' 
corner  T.  13  S.,  R.  19  E.,  thence  north  12  miles  more  or  less  along  the  w«? 
township  line  of  Ts.  12  and  13  S.,  R.  19  E.,  to  the  northwest  corner  of  T.  12  S. 
R.  19  E. ;  thence  west  6  miles  more  or  less  along  the  north  township  line  to  tb^ 
%orthwest  corner  of  T.  12  S.,  R.  18  E. ;  thence  south  12  miles ;  thence  in  ar 
^sasterly  direction  6  miles  more  or  less  to  the  point  of  beginning. 

The  township  net  of  the  nearest  accepted  survey  has  been  projected  over  the 
area  and  indicates  that  the  land  lies  in  the  following  unsorveyed  townships: 
T.  12  S.,  R.  18  B.,  T.  13  S.,  R.  18  E. 

WOODBOW  WiLSOIf , 

PreHdfmi. 
DioncBEB  6,  1916. 
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C'oniniaiuler  Wiucjiit.  Tho  oil-fuel  situation  is  not  a  new  thing  in 
the  Navy.  Back  in  the  Civil  War  we  had  an  oil  burner  which  I  think 
was  the  first  oil-burning  warship  in  existence.  Under  the  methods 
they  had  at  that  time  it  was  not  practicable,  and  the  oil  soon  gave 
way  to  coal.  In  1901  the  fuel-oil  board,  composed  of  distinguished 
mgineers,  among  the  best  known  engineers  in  the  Navy,  was  ordered 
to  go  into  the  question  of  fuel  oil  and  the  burning  of  fuel  oil.  There 
iiad  been  certain  developments  up  to  that  time,  and  the  quantity  of 
residuum  which  was  produced  made  it  commercially  practicable  to 
Purnish  residuum  fuel  oil.  We  went  into  that  and  ran  experiments  on 
iestroyers  and  torpedo  boats  during  1901  and  1902.  Then  the  naval 
Oil  Fuel  Board  published  a  report  which  went  into  the  matter  very 
carefully.  They  recommended  continued  investigation  of  the  subject. 
The  steam  and  air  atomizers  that  were  in  use  at  that  time  were  not 
practicable  for  warship  use.  Before  1908  our  experiments  had  gone 
far  enough  to  justify  our  building  oil-burning  destroyers.  Our  tests: 
lad  shown  that  residuum  oil,  flash  point  above  150  or  175,  was  a 
perfectly  safe  fuel,  and  that  the  results  gained  from  using  oil  fueT 
Bvere  so  great  that  it  became  a  military  necessity.  Investigation 
showed  we  could  obtain  the  supply  of  oil  at  that  time. 

On  April  25, 1908,  the  Secretary  of  the  Navy  addressed  a  letter  to 
the  Secretary  of  the  Interior  requesting  information  as  follows : 

(a)  What  is  the  output  of  the  oil  fields  of  this  country? 

(b)  To  what  extent  is  the  output  diminishing? 

(c)  How  does  the  present  prices  of  fuel  oil  compare  with  that  of 
jiw  year  ago? 

{(f)   Is  the  market  ]>rice  of  fuel  oil  advancing  or  declining? 

No  action  was  taken  on  the  letter  of  Februaiy  24,  1909,  and  on 
September  17,  1909,  the  Director  of  the  (Jeological  Survey,  after  con- 
sulting with  the  Secretary  of  the  Interior,  sent  a  letter  to  him  which 
was  essentially  a  copy  of  the  letter  of  February  24^,  1909,  and  in  which 
the  following  statement  was  made: 

Taking  this  Into  account,  as  well  as  the  increasing  use  of  fuel  oil  by  the 
A^nierican  Navy,  there  would  appear  to  be  an  immediate  necessity  for  assurin^r 
he  conservation  of  a  proiHjr  supply  of  petroleum  for  the  Government's  own  use. 
[  would  therefore  renew  my  ro<-onnnendation  that  pending  the  enactment  of 
idoquate  legislation  on  this  subject  the  flllng  of  claims  to  oil  lands  In  the 
^tate  of  California  be  suspended. 

Upon  receipt  of  this  communication  the  Secretary  of  the  Interior^ 
^n  September  17,  1909,  addressed  a  letter  to  the  President  recom- 
unending  the  temporary  withdrawal  of  certain  oil  lands  "  from  all 
forms  of  filing,  entry,  and  disposal,  including  mineral  entry,"  and 
in  pai-t  stated  the  following: 

I  have  the  honor  to  bring  to  your  attention  the  subject  of  the  conservatlow 
)f  the  petroleum  resources  of  the  public  domain,  with  special  reference  to 
he  present  and  future  re^iulrements  of  the  American  Navy.  The  time  appears? 
»PlK)rtune  for  legislative  action  that  will  assure  the  conservation  of  an  adequate- 
<upply  of  petroleum  for  the  Government's  own  uee<ls.  This  legislation  shoulcT 
?ive  authority  to  tix  the  terms  of  disposition  of  public  oil  lands  so  as  to- 
irovlde  for  the  future  demands  of  the  Navy,  and  sh<mld  also  authorize  the  per- 
uanent  reservation  of  such  areas  as  the  Executive,  after  full  investigation^ 
nay  find  necessary  for  this  Fe<leral  purpose. 

Several  days  later  the  Director  of  the  Geological  Survey  and  the- 
■Secretary  of  the  Interior  had  a  conference  with  the  President  at  Salt 
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Lake,  and,  as  a  result  of  this  conference,  the  Secretary  of  the  Interior 
wired  the  Acting  Secretary  as  follows: 

Have  conferretl  with  l*resldent  respecting  temiwrary  withdrawals  covering 
oil  Iniuls.  If  present  withdrawals  permit  mining  entries  being  made  of  Kuch 
lands,  wish  the  wlthdraw*als  modified  at  once  to  prohibit  such  dl^poBitiim 
pending  legislation. 

The  next  day  the  first  withdrawal  act  was  issued,  and  I  have  shown 
beyond  question  that  the  future  supply  of  fuel  oil  for  the  Navy  was 
one  of  the  big  factors  that  entered  into  this  withdrawal.  This  was 
followed,  as  you  know,  by  the  Pickett  Act,  confirniinjg  these  with- 
drawals, and  by  the  President's  confirmation  of  the  withdrawals  on 
July  2,  1910.    *  .         . 

We  next  come  to  the  point  that  is  often  brought  up,  of  these  si)ecitic 
naval  reserves  having  l)een  set  aside  for  some  time  after  the  with- 
drawals, and  to  show  the  views  of  the  Secretary  of  the  Interior  and 
the  Secretary  of  the  Navy  on  this  point,  the  Secretary  of  the  Interior 
considered  that  the  original  withurawals  fully  protected  the  Navy's 
supply  of  oil. 

On  May  5,  1911,  the  Chief  of  the  Bureau  of  Steam  Engineering 
addressed  a  letter  to  the  Secretary  of  the  Navy,  rocommcndini;:  that 
necessary  steps  be:  taken  to  estaUish  a  reserve  of  public  oil-bearing 
lands  in  California  to  provide  fuel  for  the  Navy,  and  among  other 
things,  stated. 

A  deterrent  affecting  the  use  of  oil  to  even  our  present  limited  extent  has 
been  the  fear  of  a  failure  of  the  supply.  With  the  general  use  of  oil  by  all 
navies,  which  now  seems  inevitable,  and  the  probable  considerable  Increase  in 
its  use  for  commercial  purposes,  this  uncertainty  of  supply  might  develop  into 
a  condition  menacing  the  mobility  of  the  fleet  and  the  safety  of  the  Nation. 

The  oil  (in  the  naval  petroleum  reserve)  thus  designated  for  naval  use  should 
be  held  strictly  as  a  reserve  supply,  and  should  not  be  drawn  upon  so  long  as 
It  is  possible  to  purchase  oil  in  sufficient  quantity. 

On  May  5,  1911,  the  Secretary  of  the  Navy  forwarded  the  above- 
mentioned  letter  to  the  Secretary  of  the  Interior. 

On  May  19,  1911,  the  Secretary  of  the  Interior  acknowledged  the 
receipt  of  the  above  letter,  and  in  his  letter  said ; 

The  withdrawal  of  oil  lands  made  by  Kxecutive  orders  under  the  act  of 
June  25,  1910  (36  Stat.,  847),  aggregated  May  1,  lAli^  in  QaMfomla,  1,594032 
acres.  Upon  the  lands  withdrawn  no  rights  adverse  to  t^ie  ■  Interest  of  the 
Government  may  be  Initated  until  the  withdrawals  shall  have  been  revoked 
by  the  Bxecutlve  or  by  an  act  of  Ck)ngre88. 

On  June  25,  1912,  the  Secretary  of  the  Navy  addressed  a  letter  to 
the  Secretary  of  the  Interior,  stating  that — 

In  order  to  profit  fully  from  the  advantages  of  the  liquid  fuel,  bunker  spaces 
adjacent  to  the  flrerooms  are  omitted  In  an  oil-burning  vessel,  the  fuel  being 
«towed  in  remote  portions  of  the  vessel,  which  are  unimportant  for  other  uses. 
It  Is  not  practicable  to  convert  such  a  vessel  into  a  coal  burner.  It  Is  manifest, 
then,  that  with  our  important  naval  vessels  oil  burners,  a  failure  of  the  supply 
might  constitute  a  national  calamity. 

Therefore  this  department  is  unable  to  profit  from  the  use  of  fuel  oil  to  the 
extent  of  definitely  adopting  It  for  capital  vessels  until  the  certainty  of  a  de- 
pendable supply,  sufficient  for  the  possible  demands  of  war,  haa  been  established. 

This  department  therefore  earnestly  requests  the  cooperation  of  the  Depart- 
ment of  the  Interior  to  secure  a  definite  reservation  for  the  Navy,  by  Ezecatlve 
order,  of  oil-bearing  public  lands  In  California  sufficient  in  extent  to  Insure  a 
supply  of  500.000.000  barrela. 
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On  July  22,  1912,  the  Secretary  of  the  Interior,  in  reply  to  the 
Secretary  of  the  Navy,  states : 

That  pending  other  and  adverse  action  by  the  Bxecutlve  or  legislation  by 
CoiigBd8s»  the  exlBting  withdrawals  are  as  effective  in  prerenting  the  Initiation 
of  private  clahns  on  oil  lands  now  in  pabllc  ownership  in  Oalforna  as  any 
more  specfic  reservation.  I  appreciate,  however,  the  Im^rtance  of  such  a  spe- 
cific reservation  for  the  future  needs  of  the  Navy. 

On  September  2,  1912,  reserve  No.  1  was  made,  as  I  have  recited 
before,  ^'he  question  of  the  amount  of  oil  came  up,  on  November  19, 
1912,  the  Interior  Department  said: 

As  a  result  of  recent  investigation  by  a  geologist  of  the  Geological  Survey  the 
department  considers  that  in  order  to  be  thoroughly  conservative  it  is  advisable 
to  reduce  the  earlier  estimate  of  the  amount  of  oil  Uisely  to  be  available  from 
this  reserve. 

This  department  is  giving  consideration  to  the  question  of  recommending 
to  the  President  the  reservation  of  an  additional  tract  in  order  to  assure  the 
availability  for  the  Navy's  use  of  the  large  supply  of  petroleum  desired. 

On  December  6, 1912,  the  Director  of  the  Geological  Survey,  in  a 
letter  to  the  Secretary  of  the  Interior,  stated :  . 

I  have  prepared,  and  recommend  for  submission  to  the  President,  the  follow- 
ing additional  order  of  withdrawal,  involving  approximately  ^,541  acres  in  the 
Boena  Vista  Hills,  Kern  County,  Gal. 

That  was  Naval  Reserve  No.  2.  That  justified  us  in  going  ahead 
with  our  program.  We  are  now  absolutely  committed  to  oil  burners 
in  the  Navy.  It  is  not  possible  to  reconvert  an  oil  burner  to  a  coal 
burner,  because  we  have  shoved  our  boilers  up  so  close  together 
that  we  can  get  a  new  turret  on  the  ship,  we  can  get  an  extra  turret, 
and  increased  speed,  and  we  can  stow  our  oil  up  forward  in  out-of- 
the-way  places,  and  increase  the  military  features  of  our  ship.  We 
can  not  reconvert  them  back  to  coal  without  rebuilding  our  ship. 
It  means  a  new  ship,  with  half  the  fighting  power  and  considerable 
loss  of  speed  and  practically  the  cost  of  a  new  ship,  and  the  shipping 
men  know  what  it  costs  to  entirely  rebuild  a  ship. 

The  reserve  No.  1  is  situated  about  10  miles  north  of  Taft,  in 
California^  which  is  the  upper  part  of  the  map  there,  above  the 
diagonal  line,  about  the  beginning  of  the  map.  It  is  in  a  rather  in- 
accessible country,  and  it  is  difficult  to  drill  there.  There  are  three 
wells  there.  We  tested  one  of  the  wells,  and  although  when  we  first 
opened  it  we  got  a  good  flow  of  oil,  at  the  end  of  a  few  hours  we 
were  getting  practically  nothing  out,  although  we  were  pumping  it. 
Of  course,  that  does  not  absolutely  condemn  the  reserve,  for  the 
reason  that  those  two  wells  were  probably  more  or  less  faultily 
drilled.  They  are  wildcat  wells  and  in  an  undeveloped  territory, 
not  knowing  rormations  you  are  going  into,  you  are  liable  to  come  up 
against  difficulties.     So  reserve  No.  1  is  not  absolutely  condemned. 

Reserve  No.  3  is  in  Wyoming.  It  is  situated  immediately  south  of 
the  Salt  Creek  fields.  It  is  known  as  Tea  Pot,  Saddle  Rock,  or  reserve 
No.  3.  The  geological  structure  there  is  fine.  Geologists  Avould  swear 
it  is  the  best  looking  thing  in  the  oil  business  they  had  seen  for  a  long 
time,  but  there  is  a  question  whether  the  oil  is  there.  There  have 
been  other  fine  looking  structures  in  Wyoming,  which  the  Wyoming 
people  have  pointed  out  to  you,  that  have  proved  barren.  In  addi- 
tion, there  is  a  question  whether  the  oil  has  not  all  been  drained  out 
through  faults  there. 
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Mr.  Chubch.  Can  not  the  Government  use  a  few  thousand  doUiq 
in  developing  oil  reserve  No.  1  ? 

Commander  Wright.  We  have  pumped  on  No.  1,  and  we  koot 
what  is  in  that  particular  part  of  the  reserve.  The  full  developmec 
of  the  reserve,  to  outline  entirely  your  oil  area,  requires  the  drilliiii 
of  a  great  number  of  wells.  In  reserve  No.  2  the  early  wells  thii 
were  drilled  were  pretty  well  spaced  and  the  people  who  went  i: 
there  afterwards  knew  pretty  well  what  they  were  going  into.  Thfj 
had  a  pretty  good  idea  from  the  wells  were  drilled  there  first  Vsf 
fellow  that  drilled  the  first  wells  did  not  have  that  advanto. 
however. 

Mr.  Lenroot.  Mr.  Church  asked  why  didn't  they? 

Commander  Wright.  I  say  it  requires  a  great  number  of  wells  tc 
outline  fully  a  reserve,  and  we  are  not  after  production  now.  There 
are  three  wells  in  there  which  show  it  pretty  well. 

Mr.  Church.  If  you  drilled  and  got  a  gusher,  you  would  kn»» 
jou  had  something  good,  would  you  not? 

Commander  Wright.  We  know  we  have  no  gusher  there, 

Mr.  Church.  You  have  not  tested  it,  have  you  ? 

Commander  Wright.  Yes,  sir;  there  are  three  wells  in  there,  bm 
we  do  not  know  the  complete  outside  area. 

Mr.  Church.  Why  do  you  not  test  them  to  find  it  out  ? 

Commander  Wright.  That  requires  a  great  number  of  wells,  ^t 
know  where  our  structure  is,  but  we  do  not  know  exactly  how  fi: 
it  goes  out.  We  know  that  we  can  rely  on  it  being  25,000  barwK 
but  we  know  it  does  not  go  beyond  the  100,000,  because  the 
structure 

Mr.  Church.  One  hundred  million  barrels? 

Commander  Wright.  One  hundred  million. 

Mr.  Elston.  How  about  Wyoming?  Why  do  you  not  spend  the 
money  there? 

Commander  Wright.  For  the  reason  that  in  Wyoming  the  land 
is  all  in  litigation.  We  set  aside,  about  a  year  andl  a  half  ago,  tbe 
money  to  drill  wells  up  there. 

Mr.  Elston.  On  the  Tea  Pot? 

Commander  Wright.  On  the  Tea  Pot,  and  because  of  the  state  of 
litigation  we  had  to  suspend.  The  Land  Office  has  been  makin*:  i 
number  of  investigations  up  there,  and  we  have  an  investigati«^r 
going  on  now.  As  soon  as  we  get  the  status  of  the  land  determineiL 
we  can  go  ahead  on  the  Tea  Pot. 

Mr.  Elston.  You  dwelt  very  casually  on  the  matter  of  adrersp 
claims  on  the  Tea  Pot,  and  the  Wyoming  Reserve  No.  3,  so  ni««i 
so  that  I  gathered  from  what  you  said  that  you  did  not  regard  tho?e 
claims  as  amounting  to  anything. 

Commander  Wright.  That  was  No.  1. 

Mr.  Elston.  I  was  wrong  about  No.  3,  in  Wyoming? 

Commander  Wright.  There  are  claims  on  it,  but,  from  our  in- 
A-estigations,  the  probabilities  are  that  there  are  very  few  of  them 
that  are  of  any  value,  but  they  depend  upon  a  large  number  of 
things.  They  are  being  investigated  now  by  the  Land  Office,  and  ve 
have  a  report  in  now. 

Mr.  SiNN()TT.  Do  you  expect.  Commander,  to  recommend  «r.v 
future  reserves? 


OIL  LEASING   LANDS.  1075 

Commander  Wright.  You  mean  from  withdrawn  lands,  the  pres- 
ent withdrawn  lands? 

Mr.  SiNNOTT.  No;  from  any  lands  where  oil  flows.  What  is  your 
intention  ? 

Commander  Wright.  The  lands,  in  addition  to  these  reserves,  on 
the  west  side  of  the  Osage,  are  the  only  areas  that  offer  any  promise 
now.  We  have  been  in  correspondence  with  the  Department  of  the 
Interior  on  that  point,  to  see  whether  we  can  not  make  some  arrange- 
ment whereby  we  can  take  over  a  part  of  the  west  side  of  the  Osage 
for  development. 

Mr.  Elston.  Of  course,  these  Osage  lands  that  are  now  being 
operated  under  the  lease  are  trust  lands  belonging  to  the  Indians? 

Commander  Wright.  They  are  trust  lands  belonging  to  the 
Indians. 

Mr.  Elston.  You  have  never  considered  the  possibility  of  ex- 
<^hanging  those  trust  lands,  or  acquiring  them  or  doing  anything 
of  that  Kind  ? 

Commander  Wright.  That  is  what  we  are  having  correspondence 
about  now.  The  lands  that  are  not  being  developed  in  the  Osage, 
on  the  we.st  side  of  the  Osage,  are  protected.  There  is  no  drilling 
going  on. 

Mr.  Elston.  Is  it  contemplated  at  all  that  you  might  include 
within  this  condemnation  bill  the  right  to  take  those  Osage  lands,  so 
you  will  have  a  supply  nearer  the  Atlantic  Coast? 

Commander  Wright.  It  must  be  by  condemnation  or  other  ar- 
rangement. The  trouble  with  that  now  is  that  that  trust  period  only 
extends  to  1931.  It  is  reserves  that  we  are  after.  We  are  not  after 
working  the  land  now,  except  as  deemed  necessary  to  protect  our 
reserves,  and  the  Indian  Office  so  far  has  made  no  progress  in  getting 
the  trust  period  extended  beyond  1931. 

Mr.  Elston.  Have  you  investigated  all  the  possibilities  there  as  to 
the  rights  of  the  Indians  in  the  minerals  below  the  land  ? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Have  you  ever  contemplated  any  suits  to  adjust  that 
matter,  or  is  that  a  matter  that  is  pretty  well  settled? 

Commander  Wright.  I  do  not  think  there  is  any  question  about 
jSxing  the  status  of  the  Osage  trust. 

The  Chairman.  That  is  not  in  controversy  there? 

Commander  Wright.  There  is  absolutely  no  controversy. 

Mr.  Elston.  There  is  no  question  but  what  the  surface  lands  in 
California  have  ben  patented  to  the  Southern  Pacific  and  others, 
but  where  mineral  rights  are  involved,  and  the  Government  claims 
them,  it  generally  means  a  controversy.  Is  there  any  possibility  of 
a  controvei"sy  of  that  kind  with  regard  to  the  Indian  lands  ? 

Commander  Wright.  The  question  in  practically  all  of  these 
California  lands  is  not  whether  the  mineral  rights  go  with  the  surface 
rights,  or  not.    The  question  is  as  to  the  patents  themselves. 

Mr.  Elston.  It  goes  to  the  whole  patent? 

Commander  Wright.  The  whole  patent;  yes,  sir. 

The  Chairman.  For  the  sake  of  accuracy  in  the  record,  will  you 
not  state  that  the  Osage  lands  were  held  in  trust  for  the  Indians? 

Commander  Wright.  Yes^sir;  the  Osage  lands  are  held  in  trust 
for  the  Indians,  and  the  mineral  rights  of  the  Osage  Nation  are  held 
in  trust  for  the  Indians. 
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The  Chairman.  And  belong  to  them  as  a  tribe? 

Commander  Wright.  Belong  to  thfem  as  a  tribe.  They  are  £<- 
public  lands,  but  they  absolutely  belong  to  the  Indians. 

Mr.  Elston.  That  is  the  original  reservation,  the  part  that  coirr 
to  them  of  what  they  once  owned? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  They  are  not  what  have  been  set  aside  for  them  fr 
Government  lands? 

Commander  Wihght.  No  ;  they  are  Indian  lands,  and  they  belong 
to  them  absolutely,  and  the  Government  exercises  a  trust  over  them. 
with  this  provision,  that  the  surface  lands  may  be  divided  up  anmc: 
the  competents — ^I  believe  that  is  what  they  call  them — and  the  niin 
eral  rights  must  remain  in  the  tribe  until  1931,  at  which  date,  iml^' 
Congress  provides  otherwise,  the  mineral  rights  shall  go  to  tk? 
holders  of  the  surface  righta 

Mr.  Elston.  Now,  has  Congress  the  right  to  provide  otherwi??. 
that  those  mineral  rights  shall  not  go  back? 

Commander  Wright.  That  is  specifically  in  the  law,  "  unless  Con 
gress  provides  otherwise." 

Mr.  Elston.  Congress  has  the  right  to  dispose  of  the  mineral 
rights  in  those  lands,  and  it  has  the  power  now  to  dispose  of  then 
as  a  fuel  reserve? 

Commander  Wright.  Yes;  they  have  the  power  now  to  extend  th 
Indian  trust  period. 

Mr.  Lenroot.  Of  course,  there  is  no  question  about  the  right  of 
Congress  to  take  them  over,  but  we  have  got  to  reimburse  the  In 
dians  for  any  loss,  of  course. 

Commander  Wright.  What  I  was  getting  at  was  the  fact  that  the- 
can  extend  the  trust  period  beyond  1913. 

The  Chairman.  There  is  a  provision  in  the  allotment  act  whii+ 
gives  Congress  that  right,  but,  as  the  Commander  says,  the  Nan 
Department  has  been  carrying  on  negotiations  with  the  Interio- 
Department,  with  a  view  to  taking  about  half  of  the  Osage  minml 
lands.  Of  course,  as  the  Commander  says,  it  is  a  question  whether 
they  would  get  the  appropriation  to  pay  for  them  or  not ;  and,  stc 
ondly,  it  is  a  question  whether  you  could  get  them  made  perpetni 
on  the  reservation  or  not. 

Commander  Wright.  That  is  what  must  be  done ;  it  must  be  mad^ 
perpetual.  We  are  very  much  interested  in  the  Osage  and  have  fol 
lowed  it  very  carefully,  because  we  need  them  as  an  additional  n 
serve.  We  have  to  be  ready  for  an  east-coast  war  and  a  west-c<»a-< 
war  too. 

The  Chairman.  This  is  a  little  outside  of  the  question,  but  still 
it  is  in  the  question  too,  looking  to  a  naval  supply.  Has  it  ever  be«'2 
taken  up  with  the  Osage  Indians  definitely,  as  to  what  they  woiili 
take  as  a  matter  of  compromise  and  trade  for  their  west  half? 

Commander  Wright.  It  has  not  come  to  a  condition  where  tky 
can.  They  have  their  lease  for  the  immediate  development,  whi'A 
does  not  go  into  the  reserve  jurisdiction  at  all. 

The  Chahjman.  The  Indians  want  to  develop  it  and  fret  their 
money  out  of  it? 

Commander  Wright.  Yes,  sir. 
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The  Chairman.  Of  course,  if  the  Indians  have  certain  lands  and 
Congress  appropriates  a  specific  sum  for  them,  that,  of  course,  would 
satisfy  the  Indians,  if  they  got  the  money  ? 

Cortmander  Wright.  Yes. 

The  Chairman.  You  would  probably  have  controversy  with  these 
surface  entrymeh ! 

Commander  Wright.  They  have  a  double  question  there,  as  to 
the  surface  and  the  mineral  rights  both.  They  hold  the  mineral 
rights  until  the  end  of  the  trilst  period,  and  after  that  the  surface 
rights.  As  a  matter  of  fact,  in  th^  eastern  Osage  lands  most  of  the 
oil  men  are  buying  the  homestead  rights  to  the  land  where  they  have 
the  mineral  rights. 

The  Chairman.  Which,  of  course,  is  the  lesser  estate? 

Commander  Wright.  Yes,  sir ;  it  is  working  that  way. 

Reserve  No.  2  is  the  lower  part  of  that  reserve  on  the  map.  It  is 
situated  to  the  northward  and  eastward  of  the  town  of  Taft,  over 
to  the  left  of  the  McKittrick  fields  and  Shale.  All  around  lie  the 
big  California  Valley  oil  fields.  The  reserve  contains  two  patented 
sections,  which  are  largely  developed.  The  point  has  been  brought 
up  as  to  whether  they  do  not  drain  the  whole  reserve.  We  have  made 
quite  a  considerable  study  of  that,  and  the  drainage  is  not  as  serious 
as  we  feared.  There  is  one  section  on  which  the  first-line  defense 
wells  were  not  drilled,  where  there  seems  to  be  quite  a  little  drainage 
extending  back,  not  a  great  distance  but  far  enough  to  show  drainage. 
On  the  others  the  drainage  does  not  seem  to  be  serious,  that  is  where 
they  were  protected  by  first-line  wells. 

i  do  not  know  whether  some  of  the  committee  have  seen  the  pro- 
duction curve  of  the  oil  wells  or  not.  This  is  just  one  element  of  it. 
I  have  a  great  number  of  them. 

Mr.  Lenroot.  Is  that  reserve  No.  2  ? 

Commander  Wright.  This  is  one  place  in  reserve  No.  2. 

Mr.  Lenroot.  That  is  your  curve  of  production,  as  confined  to  the 
production  in  reserve  No.  2  ? 

Commander  Wright.  Our  work  is  not  confined  to  the  reserve. 

Mr.  Lenroot.  Then  your  production  includes 

Commander  Wright.  This  curve  here  is  in  the  naval  reserve,  giv- 
ing the  influence  of  drainage  on  the  life  of  the  well.  This  red  line 
here  probably  gives  fairly  the  way  the  well  comes  into  production. 
In  other  words,  these  are  laid  off  in  months.  There  is  a  year  here, 
1913,  1914,  1915,  1916,  etc.  A  well  comes  in  and  gets  approxi- 
mately— well,  of  course,  it  varies  in  different  years,  but  gets  in  some 
places  around  70  per  cent  of  her  complete  production  in  the  first  three 
years.  That  is  a  thing  that  should  not  be  forgotten  in  initiating  any 
legislation,  for  the  reason  that  you  do  not  have  the  chance  to  fight  out 
your  case  through  the  law  courts  in  the  oil  land  business,  and  the  law 
should  be  as  explicit  and  definite  as  possible,  and  if  not  definite  in 
the  law  itself,  the  Department  of  the  Interior  should  be  given  the 
explicit  right  to  make  detailed  rules.  They  drilled  in  a  well  there 
at  a  distance  of  about  800  feet  from  this  well,  about  a  year  later.  It 
showed  a  very  slight  amount  of  drainage  from  the  first  well,  but 
the  material  point  which  I  want  to  bring  up  is  that  it  did  not  show 
that  the  bringing  in  of  this  second  well  affected  the  first  well  in  any 
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way.  In  other  words,  that  well  brought  in  first  gets  its  productioL. 
and  the  bringing  in  of  wells  at  a  reasonable  distance  from  ther? 
does  not  seriously  affect  your  first  well.  There  are  exceptions  of 
course  The  third  well  was  drilled  in  about  six  months  after  th.» 
second  well.  Still  the  curve  of  the  first  well  was  not  affected.  At 
that  time  the  first  well  broke  down  for  awhile,  and  they  had  to 
redrill  it,  or  something  of  that  kind.  When  it  came  back  in,  aln  ii: 
nine  months  later,  she  still  had  her  production,  it  followed  its  pn- 
duction  line,  notwithstanding  the  fact  that  the  other  well  had  W^^n 
going  right  along.  It  is  not  possible,  of  course,  to  protect  evt-n 
acre  m  that  Naval  Reserve  No.  2.  There  is  a  great  part  of  it  whiiL 
is  protected,  and  can  only  be  protected  by  a  scientific  development  of 
the  whole  area.  In  other  words,  you  must  drill  your  wells  as  wt- 
brought  out  by  Mr.  Reed.  I  think  it  was,  in  connection  with  Salt 
Creek,  so  that  your  water  line  does  not  become  reentrant  in  your 
oil  line,  and  thus  snuff  out  your  oil.  That  is  why  we  need  to  develop 
as  a  unit  in  this  reserve. 

I  will  say  that  if  the  legislation  passes,  as  proposed  in  the  Senate 
bill,  and  anects  the  naval  reserve,  it  would  lake  every  quarter  section 
of  proven  unpatented  land  in  that  reserve. 

Mr.  Tayix)r.  It  would  very  seriously  affect  its  value,  would  it  not ! 

Commander  Wright.  It  would  very  seriously  affect  it,  and  largely 
destroy  the  value.  It  would  not  absolutely  destroy  it  if  we  won 
the  Southern  Pacific  suits,  but  would  have  a  very  serious  effect  on 
the  reserve,  which  brings  us  back  to  the  point  that  it  is  a  question 
of  how  to  compensate  the  equities  within  the  reser\'e  in  a  different 
manner  from  those  that  are  outside  of  the  reserve.  That  is  the 
reason  the  Navy  Department  believes  in  a  separate  bill  to  provide 
for  the  naval  reserves.  But  I  notice  in  reading  over  our  letter,  after 
the  remarks  made  here,  we  did  not  mention  specifically  the  fact  that 
they  should  be  provided  for  in  a  separate  bill,  but  that  was  the 
idea  that  we  had  all  the  way  through ;  not  to  blot  out  the  people  in 
the  naval  reserve,  but  to  provide  for  them  in  a  separate  bill,  which 
would  cover  the  situation  you  have  raised  there.  Such  a  bill  is  now 
before  the  Senate  Naval  Committee. 

The  Chairman.  Are  they  going  to  hold  hearings? 

Commander  Wright.  The  hearings  of  this  committee  are  holding 
up  the  hearings  of  that  committee.  The  same  people  are  interested 
in  both.  They  have  two  days'  hearings,  and  thej^  intend  to  go 
ahead  when  you  get  through. 

The  Chairman.  So  the  oil  men  and  yourselves  are  going  to  move 
over  there  ? 

Commander  Wright.  We  are  ^oing  to  move  over  there.  We  are 
going  to  have  a  continuous  session.  I  d<>  not  know  whether  the 
Wyoming  people  are  going  to  move  or  not. 

I  have  here  a  tabulation  of  the  different  companies  within  the  re- 
serve, the  number  of  acres  under  private  patent,  the  number  of  ai-re^ 
in  litigation,  of  the  Southern  Pacific,  paterrtc;!  and  unpatented,  the 
number  of  acres  on  which  there  is  no  litigation,  and  the  total  claiir.N 
I  do  not  think  there  is  any  necessity  for  reading  it,  but  it  woiiM 
be  of  interest  to  the  committee,  I  think. 

The  Chairman.  I  think  that  ought  to  go  in. 
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(The  tabulation  referred  to  is  here  printed  in  full,  as  follows:) 

Naval  petroleum  reserve  No.  2 — List  of  Claimants,  status  of  clnhns,  and  acreage 

held  by  each. 


Status  of  claim. 

Claimant. 

Private 
patents. 

In  litigation. 

No  liti- 
gation. 

Total 
claim. 

Southern 
Pacific. 

Not  pat- 
ented. 

Associated  Oil  Co 

80 

880 

960 

Bamadon  Oil  Co 

400 

400 

Boston  Pacific  Oil  Co 

160 

160 

Calanava  Oil  Co 

120 
160 

120 

Cnlirnrnif^  Amftleamatwl  Oil  Co 

160 

Caribou  Oil  Co  .T 

80 

80 

Chelmsford  Co 

80 

80 

Consolidated  Mutual  Oil 

280 
80 

280 

General  Petroleum  Co 

80 

320 

80 

1,120 

480 

Greenleaf,  Sue 

80 

Honolulu  Consolidated  Oil  Co 

800 
160 

2,720 

4,640 

Hovev.  C.L..etal 

160 

Justor,  C.  C 

160 

160 

Maxwell,  W.  0 

40 

40 

McKittrick  Prosperity  Oil  Co 

160 

160 

Midway  Crude  Oil  Co 

80 

80 

Midland  Oilfields  Co 

80 

480 

20 

640 

320 

560 

M,  &W 

20 

North  Atnerl'^n  f^il  Co ^ .    . .  ^  ^  .  x 

80 

720 

Northern  Exploration  Co 

320 

Peterson.  F.  w 

40 

lao 

40 

Petroleum-Midway  Co.  (Ltd.) 

120 

Pyramid  Oil  Co 

480 

480 

Record  Oil  Co 

40 

40 

Rex-Midway  Oil  Co 

40 

40 

St.  Helens  Petroleum  Co 

160 
40 

40 

200 

Southern  California  Gas  Co 

40 

Southern  Pacific  K.  R.  Co 

15,040 
80 

15,040 

Standard  Oil  Co 

1,800 

1,620 

3,500 

Toronto-Midway  Oil  Co 

120 

120 

Union  Oil  Co 

320 

400 

80 

320 

United  Oil  Co 

400 

Wilkes.  A.  G 

80 

Total 

3,520 

15,360 

8,160 

3,040 

30,080 

The  Chairman.  As  to  all  these  figures  you  have  given  us,  Com- 
mander, you  do  not  know  whether  you  are  in  accord  with  the  Geo- 
logical Survey  and  the  Bureau  of  Mines  and  their  geologists,  do 
you,  as  to  your  estimates  on  these  things? 

Commander  Wright.  Many  of  the  figures  we  took  from  them.  I 
do  not  know  whether  the  Bureau  of  Mines  has  made  the  valuation, 
or  not.     We  worked  on  that  independently. 

Mr.  Lenroot.  I  have  a  tabulation  from  the  Bureau  of  Mines, 
containing  their  estimates,  and  I  will  put  them  in  when  he  gets 
through. 

The  Chairman.  I  wish  you  would,  because  I  think  it  will  be  rather 
interesting,  in  comparison  with  the  figures  we  have  had.  It  will 
be  important  to  all  of  us. 

Commander  Wright.  No  figures  on  these  matters  are  infallible, 
because  they  are  all  based  on  certain  surmises  and  deductions. 

Mr.  LENRom\  I  would  like  to  have  him  state,  however,  to  what 
date  his  figures  apply. 

Commander  Wkight.  This  one  is  supposed  to  go  to  November  1, 
1917. 

The  (^iiAiKMAX.  Last  fall? 
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Commander  Wright.  I  have  here  the  producing^  oil  wells  on  No- 
vember 1, 1917,  by  companies,  and  the  number  on  private  'Claims,  Si  P. 
claims,  unpatented,  and  the  total. 

The  Chairman.  I  think  that  ought  to  go  in. 

Commander  Wright.  This  is  November  1,  1917.  Of  course,  there 
may  be  a  difference  of  one  or  two  wells,  which  we  did  not  have  re- 
ports on.  We  have  no  complete  field  surveys,  but  we  have  to  rely  on 
what  the  oil  men  furnish  us. 

(The  tabulation  referred  to  is  here  printed  in  full,  as  follows:) 

Naval  petroleum  reserve  No.  2 — Producing  oU  tcells  Nov.  i,  1917. 


status  of  olafan. 

Clatanant. 

Priyate 
patents. 

Soatheni 
PaclAc. 

Unpat- 
en£d. 

'TotsL 

AffiMCfflted  Oil  Co.  .  .  .  -  .  r  .  T , 

7 

lA 

a 

i^Mimdim  Oil  Co ....... r. ,.-,.,- ^ , 

Boston  Paeiflc  Oil  Co 

2 

3 

Calanava  Oil  Co 

California  Amalgamated  Oil  Co 

Caribou  Oil  Co 

3 

I 

Chelmsford  Co 

Consolidated  Mutual  Oil 

12 
3 

13 

General  Petroleum  Co 

3 

Greenleaf,  Sue 

Honolulu'ConsoUdated  Oil  Co 

6 

14 

If 

Hovev.  C.  L..  et  al 

Juster.  C.  C 

Waxwell,  w.  r    ...  . 

llcKittrick  Prosperity  Oil  Co ' 

liidwav  Crude  Oil  Co 

Midland  Oilfields  Co 

1 

t 
1 

U.&  w 

North  American  Oil  Cons 

10 

4 

10 

Northern  E  xploratlon  Co * 

4 

Peterson,  F.  W -  - 

Petroleum-Midway  Co.  T/td 

16 

i 

Pyramid  Oil  Co - 

Record  Oil  Co 

Rex-Midway  Oil  Co    

fit.  TTelens  Pfttn>lenn»  Co.-t.t.^..--, 

15 

5 

S 

r 

Southern  California  OasCo..  ...-. .-- 

s 

Southern  Pacific  R.  R.  Co 

80 

80 

Standaid  OilCo.. 

93 

18 

U 

Toronto-Midwav  Oil  Co 

TTnlon  Oil  Co . r  - 

6 
1 

1 

i 

United  Oil  Co 

I 

Wilkes.  A.  Q 

1 

Total 

141 

m 

101 

32! 

Commander  Wright.  I  would  like  to  read  you  the  statement  of 
Mr.  Requa,  in  a  letter  to  Commander  Landis,  previous  to  the  hear- 
inff  on  Senate  45 — the  exact  date  I  have  not  here. 

Mr.  Tayix)r.  What  is  the  date  of  the  letter? 

Commander  Wright.  I  say  I  haven't  it  here.  It  is  previous  to 
Senate  45.    It  is  just  an  extract. 

The  Chairman.  It  is  a  recent  letter  on  this  oil  situation? 

Commander  Wright.  Yes,  sir;  a  letter  previous  to  the  hearings 
on  Senate  45. 

The  Chairman.  Senate  45?    Is  that  the  condemnation  bill? 

Commander  Wright.  No,  sir ;  that  is  last  year's  hearings.  This  is 
not  a  recent  letter.  It  is  a  letter  written  when  Mr.  Bequa  was  inter- 
ested in  the  reserve. 

(Whereupon,  at  12.40  o'clock  p.m.,  a  recess  was  taken  until  S 
o'clock  p.m.) 
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AFTER  RECESS. 

■ 

The  committee  reassembled  at  2  o'clock  p.m.,  pursuant  to  the 
taking  of  recess. 

The  Chaibma>'.  The  committee  will  be  in  order,  gentlemen.  Com- 
mander, you  may  proceed.  . 

Commander  Wright.  When  the  committee  took  a  recess,  I  was 
about  to  read  an  extraqt  from  a  letter  of  Mr.  Mark  Bequa.  I  find  the 
date  in  Mr.  Requa's  hearing  to  be  December  16,  1916. 

In  view  of  these  conditions,  the  obvious  solution  of  the  problem  is  for  the 
Government  to  enter  into  a  contract  with  the  marketing  companies  whereby 
the  marketing  companies  will  be  permitted  to  lease  the  lands  wltiiin  the  naval 
reserves,  producing  annually  therefrom  a  quantity  of  oil  approximately  equal 
to  the  requirements  of  the  Navy,  but  delivering  to  the  Navy  the  heavy  fuel  oils 
produced  upon  their  lands,  or  resulting  in  the  form  of  residuum  from  the  re- 
fining of  high  gravity  oils.  A  policy  even  more  to  be  desired  than  this  would 
be  for  the  Government  to  arrange  to  buy  Its  fuel  oil  from  the  marketing  com- 
panies^ keeping  absolutely  intact  Us  reserves  for  some  considerable  period  of 
years  and  drawing  upon  them  annually  when  the  further  purchase  of  oil  would 
seriously  affect  industries  using  that  fuel. 

The  merest  elementary  review  of  the  situation  from  the  standpoint  of  the 
United  States  Government  requirements  would  indicate  the  wisdom  of  on  ^er- 
getle  campaign  to  acquire  satisfactory  areas  of  oil  lands  pE<q;)erly  protected,  in 
so  far  as  possible,  from  drainage,  as  well  as  proper  working  agreements  with 
the  marketing  companies. 

Mr*  SiNNOTT.  Why  would  it  not  be  advisable  to  get  hold  of  naval 
reserves  for  the  Navy  for  all  future  time? 

Commander  Wright.  That  is  what  should  be  done;  the  supply 
should  be  assured. 

I  have  here  an  estimate  of  the  production  from  the  naval  petroleum 
I'eserves  for  each  year  from  1917  to  1923,  provided  no  additional 
wells  are  drilled.  It  was  made  up  from  a  composite  production  curve 
of  the  reserves,  using  the  proportion  of  wells  drillea  each  year. 

(The  data  referred  to  is  here  printed  in  full,  as  follows:) 

Naval  Petroleum  Reserve  No.  2, — Estimated  production,  provided  no  additional 

wclU  drilled. 

Barrels. 

1917 13, 800, 000 

1918 11. 800. 000 

1919 9, 800. 000 

1920 8. 200, 000 

1921 7, 000, 000 

1922 6, 000, 000 

1923 5, 100, 000 

There  are  certain  parts  of  the  reserve  which  no  one  would 
claim  can  be  preserved  absolutely  intact  for  the  future,  but  the 
working  of  those  portions  of  the  reserve  on  a  plan  which  includes 
the  whole  reserve,  I  mean  on  a  general  scheme  which  includes  the 
whole  reserve,  is  necessary  for  the  protection  of  the  remainder,  to 
prevent  encroachment  of  the  water  line  in  a  reentrant  curve,  to 
prevent  the  gas  pressure  from  falling  oflf,  etc.  As  to  the  wells 
which  are  drilled  on  the  reserve,  it  probably  would  be  necessary  to 
continue  production.  There  is  some  question  of  the  advisability  of 
<;a|)ping  wells,  and  in  California  it  is  a  serio^is  question  whether 
it  -is  advisable,  or  not,  and  it  probably  would  be  necessary  for  the 
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wells  there  drilled  to  be  worked  at  the  ininimiun  capacity,  if  the 
whole  reserve  was  taken  over  as  a  unit.  When  the  wells  become 
so  far  depleted  as  to  become  no  longer  valuable  wells,  then  thev 
would  be  plugged  and  entirely  abandoned,  precaution  being  takeu. 
using  a  nuul-laden  fluid  and  cement  plugs,  so  there  would  be  no 
danger  of  flooding  (me  sand  from  another.  We  have  made  a  dt^ 
tailed  study  of  drainage,  because  the  drainage  problem  is  an  ex 
tremely  important  thing  in  the  reserves. 

The  Chairman.  You  mean  now  with  regard  to  the  contiguous 
w^ells  ? 

Commander  Wright.  Yes;  the  contiguous  well  drainage.  We 
have  studied  the  question  both  within  the  reserve  and  without.  With 
the  exception  of  one  flank  of  one  section  there,  we  do  not  find  that 
there  is  any  great  drawing  of  the  oil  from  the  adjacent  section.  AAV 
find  that  this  well  |  indicating]  that  was  brought  in  at  a  distano^ 
of  about  800  feet  from  the  first  well  and  drilled  a  vear  later — thai 
there  has  been  some  letting  off  of  the  gas  pressure  by  the  first  well. 
but  the  volume  of  oil  obtainable  from  the  second  well  is  about  the 
same.  But  when  you  come  to  a  well  that  was  drilled  only  475  feet 
from  wells  which  were  already  drilled,  there  is  a  very  decided  drain- 
age of  the  oil.  When  you  come  down  to  500  or  600  feet,  it  shows  a 
very  strong,  decided  drainage.  Wells  drilled  as  close  as  400  or  500 
feet  to  wells  that  have  been  drilled  a  long  time,  usually  come  up  to 
the  production  of  the  existing  adjacent  wells  at  that  time  so  that 
the  production  curves  are  nearly  superimposed.  Your  total  produc- 
tion from  the  well  is  much  less,  although,  after  a  certain  amount  of 
the  gas  is  let  off,  the  cur\'e  flattens  out,  and  your  well  holds  up  better 
than  a  virgin  well :  that  is,  the  settled  production  is  much  nearer  the 
flush  production 

Mr.  Kaker.  Just  elaborate  on  that.  How  close  should  these  wells 
be  located  to  one  another  in  order  to  get  the  maximum  production  of 
oil  without  waste  ? 

Commander  Wright.  In  California  our  study  showed  that  the 
Standard  Oil  Co.  has  just  about  taken  the  proper  steps.  The  figures 
agree  very  closely  there;  that  is,  one  well  to  10  acres  is  about  the 
economic  development. 

Mr.  Baker.  That  will  get  all  the  oil  out  of  the  ground? 

Commander  Wright.  It  is  the  economic  development.  Now,  in 
the  Kern  River  fields  there  have  been  several  wells  put  down  i-ecently 
equidistant  from  four  old  wells,  drilled  660  feet  apart,  and  a  ver}' 
good  production  has  been  obtained  from  those  starred  wells.  How- 
ever, the  economic  production  within  the  California  fields  over  n 
long  period  is  from  wells  about  660  feet  apart.  You  can  not  say 
definitely  what  the  distance  is  without  regard  to  the  field.  It  will 
differ  in  Wyoming,  and  it  will  differ  in  Oklahoma. 

The  Chairman.  The  gravity  of  the  oil  has  some  effect? 

Conunander  Wright.  The  gravity  of  the  oil  has  some  effect,  the 
sands  and  the  saturation,  the  gas  pressure,  the  bottom  water,  hydn>- 
static  pressure,  all  have  a  bearing  on  that.  But,  as  a  general  pro]>o- 
sition,  in  the  leasing  belt,  a  virgin  well  should  not  be  put  down  withii^ 
600  feet  of  another  well. 

I  want  to  touch  on  the  California  situation  somewhat.  We  ha^»' 
been  following  the  California  situation  very  closely  for  several  vear?. 
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The  Californiii  situation  is  one  which  is  liable  to  become  acute.  It 
has  not  yet  reached  that  stage,  but  it  is  in  a  stage  where  it  is  liable 
to  become  acute,  and  shoukl  be  given  very  considerable  consideration. 
On  this  graphic  the  monthly  production  line  is  the  red  line  here; 
the  blue  Tine  is  the  monthly  shipments,  or  the  amount  that  is  used 
in  California  for  each  month.  This  covers  to  the  end  of  January, 
1918.  You  see,  since  July,  1915,  the  amount  that  has  been  used  has 
been  greater  than  that  produced.  The  production  has  been  steadily 
increasing  in  California;  there  Cave  been  more  than  enough  wells 
drilled  to  keep  up  the  production,  but  the  amount  used  has  not 
changed  to  any  great  extent.  This  yellow  line  here  shows  the  decrease 
in  stocks.  It  is  straightened  out  considerably  lately.  It  is  not  as 
bad  as  it  was,  but  it  is  still  decreasing.  The  situation  there  has 
not  called  for  the  Fuel  Director's  order  yet  to  include  California  in 
the  States  under  which  the  use  of  oil  is  governed  by  the  oil  adminis- 
trator, as  I  understand  it,  but  probably  will  be  soon. 

The  Chairman.  What  do  you  understand  he  is  going  to  do,  Com- 
mander, with  this  oil-controller  proposition? 

Commander  Wrigpit.  I  know  Mr.  Requa  is  an  oil  man,  a  man  who 
understands  the  situation  pretty  tlioroughly.  This  is  only  a  surmise, 
because  I  have  not  had  a  chance  to  talk  with  Mr.  Requa,  but  the 

General  plan  is  that  the  first  thing  that  must  be  done,  especially  in 
'alifornia,  is  to  provide  oil-well  material  so  that  wells  may  be  drilled. 

The  Chairman.  He  is  not  in  favor  of  doing  anything  to  stop  pro- 
duction, is  he  ? 

Commander  Wright.  He  is  not  in  favor  of  doing  anything  to  stop 
production.  I  do  not  think  there  is  anybody  in  the  United  States  who 
IS.  It  is  necessarj'  to  keep  up  your  production  and  to  augment  it 
during  the  war. 

I  have  here  a  statement  of  the  oil  production  and  stocks,  etc.,  for 
the  United  States,  including  California,  and  for  California  for  the 
yeare  1915,  1916,  1917,  and  the  estimates  of  the  Bureau  of  Mines  for 
the  year  1917,  which  shows  that  in  the  United  States  the  total  reduc- 
tion in  stocks  in  the  year  1917  was  21,000,000  barrels.  In  the  United 
States,  outside  of  California,  it  was  9,500,000;  in  California  it  was 
11,500,000.  The  withdrawals  were  principally  in  California  and 
Oklahoma.  Kansas  has  come  in,  helping  to  hold  up  the  Mid-Conti- 
nent fields  a  gi*eat  deal,  probably  keeping  them  from  falling  off  in- 
Oklahoma. 

The  estimate  of  the  Bureau  of  Mines  at  the  hearings  in  June  last 
year  w^as  that  there  would  l)e  a  falling  off  in  stocks  of  about  67,000,000 
barrels.  As  a  matter  of  fact,  there  was  a  falling  off  in  stocks  of  only 
about  21,000,000  barrels.  I  do  not  quote  that  as  implying  that  the 
Bureau  of  Mines  estimates  are  not  good,  but  I  do  mean  to  say  that 
the  country  has  been  waking  up  and  augmenting  its  production 
enough  so  that  the  falling  off  is  not  as  great  as  it  was  feared.  It  is 
just  about  a  third  of  what  was  discussed  when  we  had  our  hearings 
last  June.  I  do  not  think  it  is  necessary  to  read  this  whole  table,  but 
I  think  it  would  be  well  to  have  it  in  the  record. 

The  Chairman.  Without  objection,  it  will  be  inserted  in  the  record 
at  this  point. 
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(The  tabliiation  referred  to  is  here  printed  in  full,  as  follows:) 

Oil  production,  stocks,  etc. 


Total  production.  United  States. 
Total  withdrawals . 


Excess  withdrawlas  over  {wodnctlon . 
Stocks  at  end  of  year 


19151 


1016 


BarreU. 
a06, 900,000 
281,104,104 
>  34,796,896 
194,184,955 


Barrels. 

S300,t07,158 

319,267,158 

4  18,500,000 

175,500,000 


Total  prodnctlon,  excluding  California 219,308,465 

Total  witlidrawals.  excluding  Calif omia 183, 439, 437 

Excess  Withdrawals  over  production,  excluding  i 

Califomia "85,809,028 

Stocks  at  end  of  year,  excluding  Califomia 147, 200, 871 


Total  production,  California. 86,591, 535 

"  ■  ■  "  ■  97,664,437 

11,072,902 
56,964,084 


Total  withdrawals.  Calif  Jmia. . 
Excess  withdrawals,  Calif Dmia. 
Stocks  at  end  of  year,  Califomia 


228,315,222 
222,815,222 

4  6,600,000 
140,700,000 


1917 


"Bvrrtl*. 

<  841, 800, 006 
362,800,000 
s  31,000,000 

'153,000,000 


EstiiBated, 


JmM,lti; 


Btrrtb. 
2M.  000,80 
353,000^001 

67,000,001 


244,800,080 
254,300,000 

*  9, 500,  000 
131,200,000 


'90, 951,936 

» 102,871,907 

»  11,919,971 

45,064,113 


•97,000,000 

•106,500,000 

•11,500,000 

33,500,000 


>  Figures  in  this  column, ''  Petndeam  in  1915,"  United  States  Qeological  Sorwy. 

•  Production  greater  than  withdrawals. 

•  Report  Geological  Survey  (Official  Bulletin.  Jan.  11, 1918). 

•  Report  by  Director  of  Bureau  of  Mines  to  Mr.  Baruch,  pp.  32-35. 

•  Report  Califomia  Oil  World,  Jan.  20, 1917. 

•  Report  California  OU  World,  Jan.  17, 1918. 

Commander  Wright.  The  California  fields  are  shown  on,  that 
large,  map  over  a  considerable  area  in  California,  lliese  are  the 
valley  fields  along  here,  the  McKittrick,  the  Midway,  the  Sunset,  and 
Lost  Hills.  Those  are  what  are  known  as  the  valley  fields.  Outside 
of  the  valley  fields,  the  Los  Angeles  fields  are  the  most  productive 
fields.  There  has  recently  been  discovered  near  Los  Aiigeles  the 
Monte  Bello  field,  which  has  given,  the  best  production  of  recent  date 
in  California  and  is  a  field  which  is  augmenting  the  supply  to  a  very 
considerable  extent. 

The  withdrawn  area  on  this  map  is  shown  in  the  full  lines  down 
here.    That  in  dotted  lines  was  withdrawn  but  has  been  restored. 

The  naval  petroleum  reserves  are  outlined  here,  and  you,  see  they 
are  only  a  small  per  cent  of  total  withdrawals  in  Caliiomia.  Tli 
production  in  California — ^the  increased  production  in  California- 
must  come  largely  from  the  lands  which  are  in  controversy,  n<* 
necessarily  from  the  naval  petroleum  reserves,  which,  as  I  say,  form 
a  small  part,  but  from  the  withdrawals  and  from  the  Monte  Bello 
fields. 

In  the  valley  fields,  the  Midway,  there  are  about  3,000  acres  of  land 
which  can  be  worked  to  good  advantage,  not  deep  drilling  or  difficult 
drillinff,  which  give  a  prospect  of  pretty  good  returns  if  they  are 
released  by  legislation.  Of  uiat  area  320  acres  are  in  suit,  and  on  230 
acres  the  reports  are  bad,  that  is,  unfavorable  to  the  locators.  It 
leav^  available  about  2,230  acras  on  which  production  can  be  ob- 
tained. 

In  the  Coalinga  fields  the  west  side  fields  are  pretty  well  developed- 
There  is  some  land  in  the  west  Coalinga  fields  which  is  held  as  ^ 
untested,  undrilled  reserve  by  some  of  the  larger  companies,  which 
area  is  not  included  in  the  estimates  here  made.  This  land  up  thei* 
is  largely  owned  by  the  Shell  Co.,  which  has  untested  reserves  n<< 
included  in  the  figures  I  have  given. 
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Over  here  in  the  east  fields  there  is  a  good  deal  of  land  which  gives 
a  good  chance  of  production. 

In  the  Belridge  and  Lost  Hills  fields  there  are  probably  a  thousand 
acres.  The  Lost  Hills  fields  are  a  little  deeper  drilling.  It  is  esti- 
mated that  there  are  about  1,000  acres  of  excellent  land  there.  It  is 
deep  drilling,  but  the  results  from  the  wells  that  have  been  drilled 
more  than  make  up  and  pay  for  the  amount  of  casing  that  is  used, 
ind  also  in  this  deep  drilling  they  use  a  smaller  casing  which  can  be 
obtained  more  reaclily  than  the  larger  casing;  so  that,  besides  the 
reserves,  there  is  a  great  deal  of  valuable  land  which  may  be  devel- 
oped without  great  expenditure  of  casing. 

I  think  Prof.  Folsom,  speaking  here  the  other  day,  may  have  left 
:ho  impression  which  he  did  not  mean  to  convey  when  he  said  that 
here  are  about  19,000  acres  in  Naval  Reserve  No.  2,  the  present  land. 
3f  course,  there  is  nothing  like  that  amount  which  would  be  affected 
)y  any  legislation  which  might  pass,  because  it  is  only  the  unpatented 
and  m  litigation  which  is  the 

Mr.  Baker.  He  undoubtedly  included  the  railroad  lands. 

Commander  Wright.  He  included  the  railroad  lands,  unpatented 
ands,  and  everything  of  that  kind.  I  just  thought  he  might  have  left 
I  wrong  impression  on  the  committee.  He  did  not  mean  to  say  there 
vas  that  amount  of  land  affected.  The  naval  reserves  are  undoubt- 
edly a  valuable  part  of  the  California  oil  territory,  and  it  may  be- 
',ome  necessary  to  develop  part  of  those  reserves  to  augment  the  sup- 
)ly.  In  that  case  the  Government  should  be  in  position  to  develop 
hem  in  a  manner  which  will  get  production  in  the  quickest  possible 
ime,  and  at  the  same  time  not  destroy  the  value  of  the  reserves. 
Throwing  them  wide  open  would  destroy  the  value  of  the  reserves 
f  claimants  drilled  on  all  these  unpatented  sections.  If  the  land  is 
leveloped  following  the  outline  of  your  water  line,  and  far  enough 
iway  irom  your  water  line  so  there  is  no  danger  of  the  wells  becoming 
vater  wells  early,  you  can  get  the  augmented  production  which  is 
leedod  without  arfecting  the  availability  of  your  land  which  lies 
Jong  the  anticlines  as  a  reserve. 

I  think,  in  going  over  this  leasing  bill,  the  committee  should  give 
he  question  of  the  present  production  and  augmenting  the  present 
production  a  very  great  deal  of  consideration.  The  leasing  bill,  as 
b  stands,  you  must  remember,  will  call  for  the  wildcatters  to  flock 
n  and  take  out  wildcat  permits  and  use  up  the  available  casing, 
lie  well  supplies  are  very  short,  and  the  situation  must  be  consia- 
red  from  two  angles,  that  is,  the  present  production  and  the  future 
evelopment.  The  wildcatting  is  absolutely  necessary  for  the  future 
evelopment,  and  operations  on  proven  lands  for  augmenting  the 
resent  supply. 

Mr.  Elston.  Is  the  distribution  of  casing  regulated  now  ? 

Commander  Wright.  I  think  Mr.  Requa  is  going  to  take  that  up, 
i  taking  it  up,  as  a  matter  of  fact,  but  it  has  not  been  handled  m 
le  past.  What  I  was  referring  to  principally  is  the  fact  that  your 
erniiti?  for  wildcat  operations  m  your  bill  require  diligence.  Speak- 
ig  personally,  and  not  for  the  Navy  Department,  1  believe  there 
lould  be  some  provision  in  there  whereby,  if  the  Secretary  of  the 
nterior  directed  the  suspension  of  the  drilling  on  these  permits  dur- 
ig  the  present  emergency,  that  time  could  be  allowed  to  the  per- 
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mittees,  an  extension  of  their  permits,  where  the  suspension  was  b\ 
direction  of  the  department 

The  naval  reserves  contain  valuable  patented  land  which  is  not 
entirely  developed  yet.  The  Standard  Oil  Co.  section  is  being 
largely  developed  now.  This  map  here  ^ves  you  somewhat  of  an 
idea  of  the  development  of  the  reserves,  in  the  red  section  there  is 
only  one  well  to  a  quarter  section ;  in  the  green,  there  axe  two  to  four 
wells  to  a  quarter  section ;  in  the  blue,  there  are  from  five  to  ei^t 
wells  to  a  quarter  section ;  in  the  yellow  there  are  nine  or  more  veils 
to  a  quarter  section,  which  means  that  the  land  is  practically  devel- 
oped. Companies  can  still  obtain  oil  from  patented  lands  within 
and  without  the  reserves,  and  it  is,  of  course,  to  the  interests  of  the 
big  producing  companies  to  keep  a  certain  amount  in  reserve  which 
they  can  develop  themselves  when  the  individual  producers  are  not 
producing. 

I  haveTiere  a  list  of  the  j)roven  lands  outside  of  naval  reserves 
controlled  by  the  principal  oil  companies,  together  with  the  area  in 
acres  and  the  acres  per  well  drilled. 

Mr.  Raker  (presiding).  Insert,  that  in  the  record. 

Commander  Wright.  I  do  not  think  there  is  any  need  for  re:i«i 
ing  it,  but  the  information  has  been  furnished  by  the  oil  companies. 

(The  data  referred  to  is  here  printed  in  full  as  follows:) 

Proven  lands  outside  reserves,  cwitroUed  hy  principal  companies. 


Company. 


Oeneral  Petroleum  Corporation. 
Do 


Do 

Do 

Do 

Do 

Shell  Oil  Co 

Standard  Oil  Co. 

Do 


of  CalifomJa. 


Do 

Do 

Do 

Do 

Do 

Do 

Associated  Oil  Co. 
Do 


Do 

Do 

Do 

Do 

Union  oil  Co.*. 
Do 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


Field. 


Coalinga 

Midway 

Betridge-Lost  Hills. 

Ventura  County 

Montebello 

Fullerton 

Coalinga 

do 

ICidway-Sunset 

Belridge-Lost  HOls 

Kem  River 

Ventura 

Whittler-Fullerton-Montobello 

McKittrick 

Santa  Mari»>Lompoc 

Coalinga 

Midway 

Kem  River 

McKittrick 

Lost  Hills 

Santa  Maria 

Coalinga 

Kem  River 

Midway 

Mrmtehello , 

Fullerton-Coyoto  Hills I 

San  Benito 

Santa  Barbara 

Ventura 


Ana  in 


Kfn* 


170 

1,600 
80 
1,000  I 

3eo' 

2,840' 
S53  I 

4,S4 
400 
227 
300  I 

1,100 

US 

10 

7B0 

1,0% 

2,906 
.1W 
200 
900 

4ao 

40 

400 

30 

2,900 


60 
4,000 
2,?00 


!C 
11 
3S 

It 

IV 

I 

U 

I 

5 

i 

2» 

5 

i: 
It 

i 

« 

I 

41 


*  Not  producing. 

s  This  company  states  in  telegram.  "Proper  acreage  per  well  varies  greatly,  depending  on  stnKf^. 
gravity  of  oil,  gas  pre<<sure,  and  activities  of  neighboring  operators.  Operations  of  Union  ^^vr  f[^ ' 
well  to  5  acres  to  1  well  to  40  acres.    Do  not  consider  1  well  to  less  than  5  acres  economical  forSour  pn^^ 

Mr.  Raker.  How  many  acres  does  that  include  outside  of  the  acn^ 
in  California  of  proven  lands? 

Commander  Wright.  I  have  not  figured  it  I  think  the  Standanl 
Oil  Co.  estimates  that  there  is  a  total  of  about  85,000,  or  ST.i^"* 
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acres  of  proven  land  in  California.  Some  of  the  other  companies' 
estimates  run  up  a  good  deal  higher;  I  think  some  of  the  estimates 
as  high  as  120,000  acres  of  proven,  valuable  proven  oil  land  in  Cali- 
fornia: I  mean  commercially  proven. 

Mr.  Kaker.  Does  that  include  all  the  companies? 

Commander  Wright.  I  think  these  are  the  figures.  I  would  like  to 
take  up  my  figures  when  I  revise  the  record. 

The  unpatented  lands  in  Reserve  No.  2  are  about  2^  per  cent  of 
the  withdrawn  unpatented  lands  of  California,  and  the  estimated 
content  of  the  reserve  is  about  5|  per  cent  of  the  estimated  content  of 
California. 

Mr.  Elston.  Unexhausted? 

Commander  Wright.  Unexhausted,  yes.  That  includes  everythingy 
of  course,  not  included  in  this  bill.  The  Swanson  bill  provides,  the  so- 
called  Swanson  bill  provides  for  the  method  of  compensating  the 
people  in  the  reserves.  It  provides  a  method  by  which  development 
can  take  place,  either  by  a  leasing  contract,  of,  if  necessar.y,  by  the 
Government  itself.  It  provides  a  method  by  which  the  reserve  can  be 
held,  and  as  it  comes  irom  the  committee  will  undoubtedly  provide 
the  exact  method  by  which  the  compromise  can  be  effected. 

Now,  with  regard  to  the  Southern  Pacific  situation,  the  Southern 
Pacific  Railroad  is  in  Government  hands  now.  I  do  not  think  the 
Southern  Pacific  need  to  worry  about  whether  they  will  get  oil  or 
not.  The  Government  is  going  to  get  oil  for  their  own  railroads,  or 
get  oil  for  any  other  railroad,  even  if  the  Southern  Pacific  could  not 
get  the  Associated,  of  which  it  owns  51  per  cent  of  the  stock,  to  sell 
it  any  oil. 

The  representative  of  the  Southern  Pacific,  in  speaking  of  Judge 
Bean's  remark  in  court,  did  not  get  along  far  enough  to  quote  some 
remarks  which  he  made  in  regard  to  the  supply  of  oil  for  them.  I 
would  like  to  read  it  into  the  record.  That  was  in  connection  with 
the  matter  which  Mr.  McLaughlin,  I  believe,  was  referring  to  here. 

Mr.  Raker.  Yes,  that  is  the  gentleman. 

Commander  Wright  (reading) : 

The  court  did  not  grant  permission  to  driU  these  wells,  and  in  passing  upoD 
the  application  stated : 

"  If  it  becomes  a  matter  of  necessity  to  enable  the  Southern  Pacific  Railroad 
Co.  to  run  and  operate  its  trains  until  this  court  has  by  a  final  judgment  deter- 
mined that  the  Southern  Pacific  Railroad  Co.  has  no  claim  or  title  in  the  prop- 
erty in  question,  this  court  will  permit  such  to  be  done." 

That  settles  the  question.  If  it  becomes  necessary  to  keep  their 
trains  going,  the*judge  will  order  the  drilling  of  additional  wells  in 
the  naval  reserve.    That  disposes  of  that  question. 

I  am  going  to  touch  now  somewhat  on  the  provisions  of  the  bill 
as  they  affect  the  immediate  supply  and  the  future  reserve.  The 
main  purposes  of  the  bill,  it  seems  to  me,  is  to  augment  the  present 
supply  of  oil,  to  provide  for  future  development,  to  prevent  monopoly, 
to — ^I  do  not  like  to  use  the  word  "  conservation  " — provide  a  method 
by  which  oil  may  be  developed  without  wastage ;  to  develop  the  land 
to  the  best  advantage. 

Mr.  TiMBERLAKE.  What  you  are  objecting  to  is  "  conservation"? 

Commander  Wright.  Well,  the  term  "conservation"  has  been 
applied   in  so  many   different   ways.     And   to  provide   what  has 
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been  spoken  of  here  constantly  as  ^^  relief  legislation."  I  think  thtt 
relief  legislation  is  really  a  misnomer.  What  people  are  talking 
about  and  should  talk  about  is  ^^  compromise  legislation,"  whereby 
the  difficulties  can  be  solved ;  that  is  not  considering  the  so-called  siv- 
ing  clause,  which  is  entirely  different  from  the  so-called  relief. 

The  relief  provisions  of  the  bill  directly  affect  the  naval  reserTe, 
if  the^  are  applied  to  the  reserve.  If  there  are  no  invalid  claims. 
there  is  no  legislation  required.  If  there  are  claims  that  are  not  vali>l 
or  about  which  there  is  doubt  of  validity,  then  compromise  legidi 
tion  is  a  necessity. 

There  is  one  point  which  has  been  brought  to  the  attention  of  the 
department,  and  that  is  the  fact  that  any  relief  legislation  will  affect 
adversely  the  people,  who,  in  obedience  to  the  law  as  passed,  with- 
drew from  the  lands  in  question.  I  do  not  know  how  that  is  to  be 
gotten  around,  however.  Of  the  people  on  the  withdrawals,  un- 
doubtedly some  of  them  have  been  operating  in  good  faith  and  in 
the  belief  that  they  were  operating  in  accordance  to  law.  There  ire 
a  great  number,  however,  who  have  been  holding  on  to  their  claims 
on  a  gamble  that  Congress  would  pass  some  legislation  which  would 
give  them  the  land  which  they  are  on. 

Mr.  Emton.  On  which  they  have  made  no  development  at  ill 
up  to  date? 

Commander  Wright.  Upon  which  they  have  gone  ahead  on  the 
lands  in  controversy.  The  oil  man  is  a  gambler  oy  instinct:  other- 
wise he  would  not  be  an  oil  man;  and  they  have  Been  gambling w 
legislation  as  well  as  on  other  things.  But  few  locators  on  the  pubUc 
lands  in  the  past  have  been  the  developers  of  these  claims.  You  wili 
find  that  practically  all  claims  have  been  developed  not  by  the  pr<^ 
pector  or  locator,  but  by  companies  which  have  taken  over  his  rights. 
and  this  legislation  is  not  going  to  have  very  much  effect  on  the 
original  locator,  but  rather  tne  developing  companies. 

Mr.  Raker.  Just  what  do  you  mean  by  that  Mr.  Wright? 

Commander  Wbioht.  I  mean  to  say  that  there  are  few  of  the  loca- 
tions which  have  actually  been  developed  by  the  people  who  located 
the  land. 

Mr  S.AKER.  But  by  their  assignees? 

Commander  Wright.  By  their  assignees.  I  do  not  think  there 
are  any  cases  which  have  been  brought  to  your  attention  but  that 
are  on  that  basis. 

Mr.  Taylor.  A  great  many  of  these  locators  are  getting  part  of  the 
proceeds?  ^ 

Commander  Wright.  In  some  cases ;  most  of  them  have  been  di- 
rect sales  from  the  locators.- 

Mr.  Taylor.  The  poor  fellow  has  got  little  inducement  for  goiuf 
out  and  finding  these  lands,  has  he  not? 

Commander  Wright.  This  legislation  is  not  going  to  affect  the 
locators;  it  is  going  to  affect  the  people  who  develop  the  lands. 

The  conditions  of  development  of  an  oil  field,  so  far  as  I  ha« 
noticed  it,  are  largely  based  on  the  theory  of  "  Let  the  other  fcUo* 
do  the  work  and  prove  up  our  lands."  I  know  one  of  the  large  od 
men  in  California  who  was  very  much  wrought  up  because  there 
were  two  derricks  standing  there,  and  he  said  that  the  other  fello^ 
had  erected  a  derrick  there  and  scared  him  into  going  in  and  drill- 
ing the  prospecting  well  on  that  quarter  section,  proving  the  adja- 
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cent  quarter  sections.  The  only  place  he  knew  of  where  he  had 
been  forced  to  prove  up  the  land;  the  other  fellow  had  always 
proved  it  up.  In  Wyoming  you  will  find  the  people  who  have  lo- 
cated there  in  the  past  have  not  proved  their  lands,  but  that  some- 
body else  did  the  developing  for  tnem.  There  are  a  large  number  of 
them ;  and  there  are  others  who  locate  on  land  simply  m  order  that 
they  may  find  land  which  is  already  located  on  and  put  new  locations 
on  and  sell  their  locations  out  to  the  other  companies  to  prevent  legal 
complications.  So  in  the  future  whatever  bill  is  passed  ought  to 
provide  so  that  tlie  legitimate  pex)ple  are  protected  from  the  other 
locators.  I  would  not  call  it  "blackmail,"  but  that  is  what  it 
amounts  to — to  scare  them  into  compromises. 

Mr.  Taylor.  Do  you  think  we  ought  to  legislate  against  the  poor 
man  as  an  illegitimate  locator? 

Commander  Wright.  Not  that  at  all.  I  think  it  should  be  specifier 
enough  so  that  a  man  who  gets  on  the  land  and  develops  in  good  faith 
is  certain  that  nobody  else  is  going  to  come  along  after  him  and 
plaster  their  location  on  top  of  him  and  make  him  pay  up  money  to 
get  rid  of  him. 

Mr.  Taylor.  Blackmail  him? 

Commander  Wright.  That  is  it,  in  real  terms.  I  do  not  want  by 
any  imputation  to  have  it  thought  that  that  applies  to  the  many 
legitimate  companies  in  the  field.  The  business  methods  of  the  bi^ 
companies  and  of  most  of  the  small  men  are  all  right  in  that  way^ 
but  there  are  many  who  are  not. 

Mr.  Raker.  Would  it  interrupt  you  to  ask  you  one  question  ? 

( 'ommander  Wright.  Not  a  bit,  sir. 

Mr.  Raker.  Have  any  of  these  large  companies  ever  gone  out  and 
gone  to  unproven  and  unknown  fields  and  made  a  start  themselves? 

Commander  Wright.  I  am  not  entirely  acquainted  with  the  busi- 
ness all  through  the  country.  From  what  I  know  the  location  is 
usually  made  by  groups  of  locatoi>;  scattered  all  over  the  country. 
1  think  there  is  probably  not  an  acre  of  land  under  which  there  is  anv 
]>()ssibility  of  there  being  oil  which  has  not  at  some  time  been  located* 
Then  the  big  oil  companies  do  not  have  to  go  out  after  it  at  all, 
because  these  small  men  all  come  in  after  them  to  try  and  get  then^ 
t  o  go  out  and  develop  the  lands  which  they  have  located. 

Mr.  Raker.  Do  you  think  that  is  legitimate,  if  a  man  stalls  out  in 
good  faith,  the  man  who  locates  to  do  business  that  way,  who  startsr 
out  to  make  his  location  and  hopes  to  get  money  or  capital,  who  ha* 
not  drilled?    Should  he  get  something  in  return? 

(^oramander  Wright.  That  is  too  much  of  a  legal  question  for  me 
to  go  into.  Judge  Raker. 

Mr.  SiNNOTT.  Mr.  Commander,  if  you  will  permit  me  a  question 
right  there? 

Commander  Wright.  Yes,  sir. 

Mr.  SiNNOTT.  In  the  hearings  of  December  18,  1916,  on  H.  R.  406?,. 
on  page  95,  Mr.  Kearful  made  this  statement  in  answer  to  a  question 
bv  Senator  Clark: 

« 

Mr.  Kearful.  I  think  every  man  Hhould  be  hnrreil  who  hns  not  the  ability^ 
llnanoial  and  otheni'lae,  to  »ink  n  well,  hecnnse.  unlesB  he  onn  sink  n  well  and 
h«s  nvnilal)le  fundH  RiiffiHent  to  sink  a  well,  he  <-an  not  be  held  to  have  enterecl 
ur>on  that  land  for  the  purpose  of  slnklnj^  u  well. 
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Mr.  Raker.  Is  that  Mr.  KearfuPs  statement? 

Mr.  SiNNOTT.  That  is  Mr.  Kearful's  statement.  Mr.  Lenroot  just 
called  my  attention  to  it.  And  the  question  of  Senator  Clark  to 
which  that  was  a  response  was  this: 

Senator  Olabk.  And  men  ordinarily  are  not  interested  to  the  extent  of 
^10,000  or  $15,000  or  $20,000  unless  they  are  well  satisfied  there  is  sometbiBiC 
at  the  end.  The  man  who  goes  into  the  development  ordinarily  (l<>es  not  bi*^ 
whether  he  is  going  to  get  a  duster  or  a  producing  well. 

And  Mr.  Kearful  made  that  answer  which  I  have  just  read.  Of 
course,  that  law  would  exclude  every  man  not.  having  $10,000  or 
$15,000  or  perhaps  more,  referred  to  by  Senator  Clark.  You  do  not 
agree  with  that? 

Commander  Wright.  That  is  a  legal  question  only,  sir.  I  think  it 
all  dei)ends  on  what  you  are  considering.  You  mean  in  the  past 
or  in  the  future  ? 

Mr.  Sin  NOTT.  Well,  both  in  the  past  and  in  the  future  and  pend- 
ing cases. 

Commander  Wright.  So  far  as  the  relief  part  of  that  basis.  I 
have  nothing  to  say  on  that.  I  believe  that  the  leasing  bill  you  ar^ 
going  into  is  a  thing  that  will  necessarily  depend  either  on  the  nch 
men  or  on  a  company  which  has  money  enough  to  develop. 

Mr.  SiNNOTT.  Is  your  department  going  to  contend  that  unless 
the  locators,  the  man  who  has  got  $10,000  or  $15,000  to  sink  a  well, 
he  is  a  fradulent  locator? 

Commander  Wright.  We  do  not  make  those  contentions.  That  is 
not  under  the  Navy  Department.  I  do  not  know  of  any  case  within 
the  reserve  which  that  applies  to. 

Mr.  Church.  While  the  Navy  does  not  construe  the  law,  yet  tk 
Navy  Department  is  doing  everything  it  can  to  encourage  the* Attor- 
ney General  to  enforce  the  law  according  to  the  construction  which 
Mr.  Kearful  gave  of  it  in  his  testimony  as  read  by  Mr.  Sinnott? 

Commander  Wright.  The  Navy  Department  believes  that  the  law 
should  be  enforced  so  far  as  it  applies  to  the  Naval  Kesen^e. 

Mr.  Church.  And  is  encouraging  this  construction. 

Commander  Wright.  I  do  not  think  that  con5?truction  has  ever 
been  put  on  it  in  any  court  proceeding. 

Mr.  SiNNOTT.  That  was  on  Wednesday,  December  20, 1916,  instead 
of  Monday  the  18th. 

Mr.  Lenroot.  That  is  the  construction  of  Mr.  KearfuPs  brief  filed 
with  the  committee,  I  will  say. 

Mr.  Raker.  The  Navy  Department  is  relying  on  the  Attorney 
General's  interpretation  and  construction  of  the  law  so  as  to  protect 
the  Navy  Eeserve? 

Commander  Wright.  We  are  relying  on  the  Navy  Department 
being  protected  by  the  Department  of  Justice  and  the  Department 
of  the  Interior. 

Mr.  Raker.  And,  of  course,  so  that  the  record  might  be  plain,  the 
Navy  Department  coincides  with,  approves,  and  adopts  the  interp^^ 
tation  and  construction  placed  upon  the  law  by  the  Attorney  Gen- 
eral's office? 

Commander  Wright.  No,  sir;  I  did  not  say  that. 

Mr.  Raker.  I  was  asking  if  the  Navy  Department  did  not  do  that? 

Commander  WRiGirr.  No,  sir;  I  did  not  say  that. 
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Mr.  Taylor.  My  understanding  was  that  the  Navy  Department 
and  the  Department  of  Justice  were  in  accord  before  tnat  committee 
at  that  time. 

Commander  Wright.  What  I  am  saying  is  that  I  do  not  know 
the  legal  points.  I  am  not  a  lawyer.  We  rely  on  the  Department 
of  the  Interior  and  the  Department  of  Justice  for  the  legal  end  of 
the  matter. 

Mr.  Eaker.  But,  then,  whatever  interpretation,  construction,  or 
application  the  Attorney  General's  office  placed  upon  the  law  would 
be  approved  and  sanctioned  and  adopted  by  the  Navy  Department? 

Commander  Wright.  We  take  no  direct  action  in  the  suits.  Suits 
are  brought  by  the  Department  of  Justice  for  the  carrying  out  of 
the  law. 

Mr.  Baker.  I  will  put  it  this  way:  You  would  not  criticize  or 
disapprove  of  or  try  to  raise  any  controversy  as  to  the  interpretation 
or  construction  placed  upon  the  matter  by  the  Attorney  General's 
office? 

Commander  Wright.  The  Navy  Department  would  not  attempt  to 
place  constructions  on  laws  other  than  are  placed  by  the  legal  repre- 
sentative of  the  executive  department  of  the  Government — that  is, 
the  Department  of  Justice,  which  is  the  legal  department  of  the 
^xecytive  departments. 

Mr.  Lenroot.  May  I  put  this  question:  The  Navy  Department  in- 
sists that  the  claimants  shall  be  entitled  only  to  their  atrict  legal 
rights? 

Commander  Wright.  The  Navy  Department  has  in  previous  hear- 
ings stated  that  the  claimants  should  be  given  what  is  fixed  by  gen- 
eral legislation,  what  is  considered  their  strict  legal  rights. 

Mr.  Lenroot.  By  the  courts,  you  mean,  instead  of  legislation.  They 
have  that  already,  without  further  legislation. 

Commander  Wright.  They  have  what? 

Mr.  Lenroot.  They  have  their  strict  legal  rights  without  further 
legislation,  of  course. 

Commander  Wright.  Yes.  But  that  any  equities  which  might 
exist  should  be  determined  by  proper  methods  and  compensated  in 
money  or  by  other  manner. 

Mr.  L(!nroot.  And  any  interpretation  that  the  Department  of 
Justice  puts  upon  what  their  strict  legal  rights  are  the  Navy  De- 
partment insists  that  these  suits  shall  proceed  and  be  decided  upon 
those  rights  as  urged  by  the  department,  if  the  courts  can  be  gotten 
to  agree  with  it. 

Commander  Wright.  If  the  courts  do  agree  with  them,  the  courts 
are  not  imder  the  Department  of  Justice  in  any  way. 

Mr.  Raker.  Carrying  that  just  a  step  farther :  The  Navy  Depart- 
ment is  satisfied  and  contends  that  and  stands  upon  its  rights  under 
the  reserves  as  the  law  is  interpreted  by  the  Attorney  General's 
office,  if  the  Attorney  General's  office  can  get  that  interpretation 
confirmed  by  the  courts. 

Commander  Wright.  Yes,  they  stand  on  their  rights  as  deter- 
mined by  the  courts ;  that  amounts  to  the  same  thin^.  The  passage 
of  the  bill  as  passed  by  the  Senate,  and  if  the  Naval  Reserves  were 
not  excluded,  would  probably  result  in  the  leasing  of  every  acre  of 
proven  land  within  the  Naval  Petroleum  Reser\'e  No.  2. 
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Mr.  Rakek.  Let  me  put  this  question  if  it  will  not  interfere  with 
you :  I  want  to  get  that  matter  straight  in  my  mind  so  that  I  will 
understand  it.  The  Navy  Department  takes"  this  attitude,  does  it 
not,  that  the  whole  law  as  written  and  interpreted  by  the  pro{»r 
legal  department  should  be  applied  to  these  cases  of  claimants  of 
the  land  in  the  Naval  Reserve,  to  the  end  that  the  Na\'y  Department 
may  have  the  land  and  its  contents  for  its  use  ? 

Commander  Wright.  Yes,  sir.  The  Navy  Depai*tment  is  chared 
by  the  law  which  passed  each  session  in  the  appropriation  bill  with 
the  protection  of  the  Naval  Reserve;  with  the  great  responsibility 
of  keeping  safe  its  future  supply. 

Mr.  Lenroot.  Commander,  how  long  have  you  been  connected 
with  this  legislation? 

Commander  Wright.  Since  August,  1916. 

Mr.  Lenroot.  Preceding  that,  Commander  Richardson  and  the 
Assistant  Secretary  of  the  N  avy  attended  to  it ! 

Commander  Wright.  Commander  Richardson  and  myself  over- 
lapped for,  I  should  say,  about  six  months. 

Mr..  Ii^nroot.  So  that  you  have  thorough  knowledge  of  it  since 
what  time,  is  what  I  am  trying  to  get  at! 

Commander  Wright.  From  actual  contact  since  August,  1916^ 
having  performed  this  duty  in  connection  with  other  duties,  and 
that  is  the  reason  we  overlapped. 

Mr.  Lenroot.  You  said  in  your  opening  statement  that  the  de- 
partment had  been  approached — and  I  think  you  said  the  oil  men— 
to  ascertain  upon  what  terms  the  backing  of  this  bill  could  be 
Becured?  ■     ' 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  Is  that  exactly  accurate?  Was  not  the  real  question 
upon  what  terms  no  opposition  to  the  bill  could  be  had? 

Commander  Wright.  I  went  on  to  state  there  were  no  terms  the 
backing  could  be  obtained  on.  I  told  them  I  thought  there  would 
be  no  opposition  provided  the  naval  reserves  were  not  included. 

Mr.  Lenroot.  It  was  a  question  really  of  withdrawing  opposition 
rather  than  affirmative? 

Commander  Wright.  As  a  result  of  those  concerned 

Mr.  Lenroot.  Was  not  the  reason  that,  that  during  these  several 
years,  through  the  action  of  the  Navy  Department  consideration  of 
this  bill  has  beenpre  vented  in  the  Senate? 

Commander  Wright.  The  Navy  Department  has  never  offered 
any  opposition  to  any  bill  which  would  not  wipe  out  the  naval  re- 
serves. •  ^* 

Mr.  Lenroot.  You  did  not  quite  get  my  question.  Has  it  not 
been  through  the  action  of  the  Navy  Department — ^I  did  not  say 
"joint  action" — that  consideration  of  this  bill  has  been  prevented 
in  the  Senate? 

Commander  Wright.  It  has  been  by  joint  action  of  the  oil  men 
and  otf  the  Navy  Department.  The  Navy  Department  insisted  on 
the  one  hand  that  their  naval  reserves  be  not  wiped  out ;  the  oil  men 
insisted  on  the  other  hand  that  there  be  no  legislation  passed  which 
did  not  include  sections  16  and  IT. 

Mr.  Lenroot.  Has  there  been  any  time  that  consideration  of  thi- 
bill  in  either  House  has  been  prevented  by  the  action  of  the  oil  men  ? 
You  have  said  it  was  joint  action  of  the  oil  men  and  the  Navy. 
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Commander  Wright.  I  mean  before  the  coraraitteo — the  oil  men 
insisting  that  a  relief  provision  be  in  it. 

Mr.  Lenroot.  You  do  not  quite  get  ray  thought,  and  yet  I  take 
it  you  must  be  familiar  with  the  situation. 

Commander  Wright.  I  think  I  see  what  you  mean. 

Mr.  LsNROOT.  As  a  matter  of  fact,  Congress  has  been  considering 
this  question  now  four  years  ? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  We  have  passed  a  bill  twice. 

Mr.  Raker.  And  reported  a  third  one. 

Mr.  Lenroot.  The  Senate  committee  has  on  two  occasions  reported 
a  bill.  And  my  question  was  whether  the  only  reason  that  action — 
1  am  not  saying  what  kind  of  final  action — but  action  on  the  bill  has 
not  been  had — ^was  because  of  the  opposition  of  the  Navy  to  con- 
sideration of  a  bill? 

Commander  Wright.  The  Navy  Department  has  not  objected  to 
the  consideration  of  a  bill.  They  have  objected  to  the  provisions — 
have  recommended  that  the  Naval  Committee,  which  looks  out  for 
and  is  charged  with  the  interests  of  the  Navy  on  the  floor,  look  out 
for  the 

Mr.  Lenroot  (interposing).  Of  course,  it  is  entirely  proper,  I 
want  to  say,  in  my  judgment,  for  the  Navy  to  take  any  action  that 
it  deems  in  the  public  interest;  it  is  entirely  proper  in  my  judgment 
for  the  Navy  to  ask  the  members  of  the  Jfavy  Committee  to  either 
favor  or  oppose  any  bill  that  the  Navy  is  interested  in.  My  question 
did  not  go  to  that  point,  but  as  to  whether  in  the  legislative  arm  of  the 
Government  the  Navy  was  preventing  consideration  of  a  bill  by  the 
legislative  body — ^not  the  kind  of  consideration.     Isn't  it  true? 

Commander  Wright.  Not  directly.  The  opposition  of  the  Navy 
Department  to  a  bill  which  had  a  section  in  it  which  would  wipe  out 
the  reserves  has,  I  believe,  prevented  consideration  in  the  Senate. 

Mr.  Lenroot.  That  is  just  the  point.  And  do  you  think  there  is 
any  province  of  any  department  of  the  Government  to  even  sug- 
gest that  the  Senate  or  Iiouse  should  not  consider  any  bill  that  any 
committee  reports  to  that  House? 

Commander  Wright.  It  is  not;  and  the  Navy  Department  has  not 
done  that.  Tlia  Navy  Department  has  voiced  its  objections,  which 
objections  should  be  heard  by  the  people  in  the  legislative  bodies. 

Mr.  Lenroot.  You  have  stated  that  a  separate  bill  had  be«n  in- 
troduced that  it  is  thought  took  care  of  the  equitable  rights  of  claim- 
ants in  Naval  Reserve  No.  2. 

Commander  Wright.  Which  one? 

Mr.  Lenroot.  The  Swanson  bill. 

Commander  Wright.  Yes.     I  think  I  have  it  right  hei-e. 

Mr.  Lenroot.  You  are  familiar  with  that  bill,  Commander? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  And  you  think  it  does  take  care  of  any  equitable 
rights  that  may  exist  In  favor  of  anv  of  these  claimants  in  Reserve 
No.  2  ?  ' 

Commander  Wright.  Yes,  sir.  It  gives  the  President  full  au- 
thority. 

Ml'.  Lenkoot.  Section  4  does. 
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Commander  Wmght.  "That  the  President  is  hereby  authorized, 
in  such  manner  as  he  may  direct,  to  agree  with  any  claimant  or 
owner  of  any  property  taken  under  this  act.'' 

Mr.  Lenroot.  You  are  familiar  with  section  5, 1  take  it? 

Commander  Wrioht.  Yes,  sir. 

Mr.  Lenroot.  "  That  in  all  cases  of  disa^eement  mentioned  in  the 
preceding  section,  and  in  all  cases  in  which  the  property  taken  is 
claimed  by  the  United  States  independently  of  this  act,  appropriate 
proceedings  for  determination  of  the  preexisting  right  and  title  to 
such  property,  and  the  vahie  thereof  if  determined  not  to  be  the 
property  of  the  United  States  independently  of  this  act,  shall  be 
promptly  instituted  by  the  Attorney  General  in  the  name  of  the 
United  States,"  etc.  ?    * 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  Now,  the  expression,  '*  authority  of  the  President  to 
compromise  claims,"  as  provided  in  section  4,  would  not  apply  to 
cases  in  which  the  property  taken  is  claimed  by  the  United  IStates, 
because  it  is  expressly  directed  that  in  such  cases  the  Attorney  Gen- 
eral shall  institute  appropriate  proceedings;  is  not  that  true? 

Commander  Wright.  In  all  cases  where  the  property  is  claimed  bv 
the  United  States  independently  of  this  act? 

Mr. 'Lenroot.  Yes. 

Commander  Wright.  That  is  not  intended  to  apply  to  that;  that  is 
not  Senator  Swanson's  intention. 

Mr.  Lenroot.  As  it  stands  in  any  case,  however,  where  there  was  a 
suit  pending  the  groimd  of  that  suit  is  that  the  United  States  claims 
the  property,  is  it  not? 

Commander  Wright.  It  amoimts  to  that;  it  is  not  directly  that 
The  claimants  are  not  entitled  to  it ;  but  it  amounts  to  the  same  thing. 

Mr.  Lenroot.  It  amounts  to  the  same  thing.  So  that  as  the  bill 
now  stands,  any  claimant  where  a  suit  is  existing  would  have  to  de- 
pend upon  his  strict  legal  rights? 

Commander  Wright.  If  that  is  the  way  the  bill  reads  it  ought  to 
be  changed.  That  is  not  the  intention  of  that,  as  you  will  find  bv 
Senator  Swanson's  statement  on  the  floor  of  the  Senate. 

Mr.  Lenroot.  You  say  you  are  not  asking  for  any  legislation  which 
will  take  away  any  rights? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  Do  you  mean  by  that  any  legal  rights  or  equitable 
rights? 

Commander  Wright.  The  legal  rights  in  an  equity  court;  any 
rights  which  would  be  given  them  by  a  court  of  law. 

Mr.  Lenroot.  Of  course,  we  could  not  legislate  td  take  away  any 
legal  rights? 

Commander  Wright.  No. 

Mr.  Lenroot.  That  would  be  beyond  our  power? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  But  the  legislation  that  you  are  asking  may  take 
away  equitable  rights? 

Commander  Wright.  That  is  not  the  intention  of  that  bill.  I  will 
say  frankly  that  is  not  the  intention  of  the  bill. 

Mr.  Lenroot.  Going  back  to  section  4  of  the  bill,  the  Navy  ap- 
proving, I  take  it,  of  the  provisions  of  section  4,  is  entirely  willing  to 
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leave  to  the  Pi-esident  of  the  United  States  the  entire  matter  of  com- 
promise with  these  claimants  and  make  any  exchange  of  lands  that 
he  sees  fit? 

Commander  Wright.  Yes,  sir.  The  original  rough  draft  of  the 
bill  provided  for  the  Navy  Department^-rbui  we  agreed  it  should  not 
be  with  the  Navy  Department,  but  that  it  should  oe  with  the  Presi- 
dent. 

Mr.  Lenrooti  If  the  Navy  is  willing  to  trust  the  President  with 
that  power,  why  is  it  objecting  to  Congress  directly  legislating  upon 
the  subject,  expressing  its  bSt  judgment  of  what  is  an  equitable 
remedy  covering  the  naval  reserves? 

Commander  Wright.  In  this  legislation  the  reserves  will  not  be 
destroyed.  In  the  legislation  which  has  been  proposed  up  previous 
to  this  year  the  naval  reserves  would  have  been  destroyed.  The  Navy 
is  charged  not  only  with  looking  out  for  the  present  oil  supply  but 
with  looking  out  for  the  future,  and  making  recommendations  to 
Congress  to  that  end. 

Mr.  Lenroot.  With  reference  to  the  obligation  on  the  part  of  the 
Navy,  of  course  it  is  entirely  true  that  the  Navy  must  look  out  for 
the  future,  but  the  primary^  jurisdiction  in  these  matters  rests  not 
with  the  Navy  but  with  the  Department  of  the  Interior,  imtil  these 
titles  are- adjusted,  does  it  not?  .*.;.. 

Commander  Wright.  In  so  far  as  determination  of  right  to  patent 
is  concerned. 

Mr.  Lenroot.  And  the  Secretary  of  the  Interior  is  the  forum  cre- 
ated by  Congress  for  the  determination  of  both  the  law  and  the  facts 
regarding  these  topics? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  Nevertheless,  the  Secretary  of  the  Navy  has  repeat- 
edly, has  he  not,  requested  of  somebody  not  to  proceed  with  the  ad- 
judication of  these  matters,  but  to  await  the  determination  of  the 
courts? 

Commander  Wright.  He  has  asked  the  Secretary  of  the  Interior 
to  reconsider  his  finding,  yes,  sir,  in  one  case  that  I  know  of. 

Mr.  Lenroot.  Let  me  read,  in  view  of  that  answer,  a  letter  of  the 
Secretary  of  the  Navy  under  date  of  February  4,  1916,  to  the  Sec- 
retary of  the  Interior — after  stating  certain  ihcts  in  regard  to  the 
Naval  Reserve — I  am  reading  from  page  175  of  the  Senate  hearing 
of  1917: 

In  view  of  the  above  nnd  the  further  fact  that  some  of  the  principal  questions 
of  law  involved  In  this  case  are  In    ♦     *     ♦     until  the  courts  have  acted. 

Commander  Wright.  That  is  the  determination  of  the  court  upon 
the  points  of  law. 

Mr.  Lenroot.  But  do  you  understand  that  the  Secretary  of  the 
Interior  is  the  forum  created  by  Congress  for  the  determination  of 
both  the  law  and  the  facts  in  these  cases? 

C>>mmander  Wright.  I  believe  that  you  will  find  that  the  Depart- 
ment of  the  Interior  has  always  been  governed  by  the  rules  of  law  as 
determined  by  the  courts. 

Mr.  Lenroot.  I  do  not  care  to  get  into  that  controversy,  but  as  a 
matter  of  fact  the  courts  are  quite  as  often  governed  by  the  con- 
struction of  the  law  by  the  Secretary  as  it  has  been  the  contrary? 

Commander  Wright.  It  works  both  ways. 
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Mr.  Lkxr<h>t.  Yes,  it  works  both  ways.  You  said,  Commander,  thai 
if  this  ilexiran  supply  should  be  shut  off  in  1920  the  Na^^r  mi^ht 
need  16  million  ban-els  of  oil? 

Commander  Wright.  If  war  were  suddenly  declared? 

Mr.  Lex  ROOT.  If  the  war  was  suddenly  declared,  yes. 

Commander  Wright.  Yes. 

Mr.  Lenroot.  What  is  the  present  production  of  oil  in  California, 
in  round  numbers  'i 

Commander  Wright.  97  million  plus  in  California,  is  my  recollei- 
tion.  I  will  insert  the  correct  figures  when  I  come  to  revise  my 
testimony. 

Mr.  Lenroot.  Very  much  more  than  16  barrels? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  And  do  you  know  the  estimated  reduction  even 
though  there  is  no  increase  of  production  from  existing  wells? 

Commander  Wright.  The  amount  of  new  wells  that  they  estimate 
to  keep  the  production  is  about  9  per  cent  each  year. 

Mr.  IjEnroot.  So  that  the  increase  in  the  new  wells  offsets  the  re- 
duction in  the  production  of  existing  wells? 

Commander  W^right.  Usually  offsets — ^last  year  they  did  lietter 
than  that. 

Mr.  Lenroot.  If  we  open  naval  reserve  No.  2 — which  you  say  has 
a  content  of  how  much  ? 

(\)mmander  W^right.  367  million  barrels. 

Mr.  Lenroot.  Do  vou  think  we  would  have  a  serious  situation  in 
1020? 

Ccmnumder  Wrioiit.  1020.  ves,  sir. 

Mr.  liENROOT.  If  war  was  declared  in  1920,  and  we  were  shut  off 
from  the  supply  from  Mexico  ? 

Commander  Wright.  No.  I  probably  did  not  make  my  preniL^* 
ciear  there.  I  was  premising  that  the  Navy  was  depending  entirely 
on  Mexican  oil.  I  lust  used  1920  as  I  had  figures  there  for  thepro- 
dnction.  I  will  make  it  1940.  Premisdng  my  estimate  that  the  Navv 
WHS  using  entirely  Mexican  oil,  and  that  tnis  Mexican  suppljc-m^as 
fiBHidenly  cut  off .  ' 

Mr.  I^NROOT.  Then  you  meant,  did  you  not,  that  if  that  were  done 
that  we  would  have  a  serious  situation  and  that  you  could  not  get 
oil  enough  for  the  Navy  ? 

Commander  Wright.  Either  could  not  get  it  for  the  Navy  or  that 
it  would  paralyze  industries  by  suddenly  taking  that  amount  of  oil 
away  from  them. 

Mx.  Lenroot.  That  is  in  the  event  war  should  be  suddenly  de- 
clared ? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  But  we  are  in  war? 

Commander  Wright.  We  are  in  war  now. 

Mr.  Lenroot.  And  can  you  conceive  of  any  greater  emergency 
than  now  exists?  I  am  speaking  not  only  of  the  Navy,  but  of  the 
general  prosecution  of  the  war. 

Commander  Wright.  If  it  was  necessary  to  absolutely  open  these 
reserves  for  the  prosecution  of  the  present  war,  there  would  be  no 
hesitancy  in  doing  so. 

Mr.  Lenroot.  Are  you  familiar  with  the  shortage  that  is  now 
rapidly  approaching  upon  the  Pacific  coast? 
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Commander  Wright.  I  am.  I  have  just  quoted  to  you  the  facts 
relative  to  it. 

Mr.  Lenroot.  And  still  you  think  that  it  is  not  necessary  to  use 
any  of  this  oil  in  naval  reserve,  do  you  ? 

Commander  Wright.  I  have  not  stated  that  it  is  not  necessary  to 
use  any  of  it.  I  have  stated  it  may  become  necessary.  That  was  one 
of  the  principal  reasons  for  the  introduction  of  the  Swanson  bill, 
which  provided  a  method  whereby  the  necessary  part  of  the  reserve 
could  be  developed  without  interfering  with  the  reserve  as  a  whole. 

Mr.  Lenroot.  If  it  is  developed,  I  do  not  suppose  you  contendwe 
will  produce  more  oil  than  is  needed  while  this  war  is  on,  do  you  I 

Commander  Wright.  Of  course,  it  depends  on  development.  But 
there  is  very  little  chance  of  such  a  thing. 

Mr.  Lenroot.  If  we  need  all  the  oil  during  the  existing  war  we 
can  produce,  why  should  we  not  produce  it? 

Commander  Wright.  We  should  produce  it,  and  that  is  exactly 
what  we  say ;  that  it  can  be  produced,  and  it  will  be  produced  if  nec- 
essary. As  I  say,  there  are  some  2,200  acres  which  is  available  for 
development  in  Naval  Reserve  No.  2.  That  should  be  developed,  if 
the  oil  is  required,  and  developed  in  such  a  manner  that  the  oil  in 
the  reserve  could  remain  and  at  the  same  time  sufficient  oil  be  pro- 
duced. If  you  checkerboard  a  field  you  are  destroying  largely  your 
reserve. 

Mr.  Lenroot.  That  is  the  situation  now,  is  it  not,  Commander? 

Commander  Wright.  No,  it  is  not  now. 

Mr.  Lenroot.  How  many  wells  are  there? 

Commander  Wright.  It  averages  about  one-fifth  development. 
There  are  approximately  330  wells.  Say,  counting  10  acres  to  a  well, 
there  would  be  approximately  one-fifth  developed.  As  a  matter  of 
fact,  as  the  wells  are,  it  is  more  than  one-fifth. 
^  Mr.  I^NROOT.  That  number  of  wells  is  sufficient,  in  a  compara- 
tively short  time,  very  materially  to  reduce  the  gas  pressure,  is  it 
not? 

Commander  Wright.  On  those  particular  areas,  when  the  produc- 
tion of  those  areas  falls  off  so  that  the  wells  are  not  productive,  they 
can  be  abandoned  and  plugged  so  they  will  not  damage  the  field. 

Mr.  Lenroot.  We  can  not  get  anything  like  the  production  when 
the  gas  pressure  is  gone  ? 

Commander  Wright.  The  gas  pressure  is  not  going  to  go  from  the 
whole  reserve. 

Mr.  Lenroot.  Why  not?  Does  not  gas  flow  more  freely  than  oil? 

Commander  Wright.  You  get  a  certain  amount  of  reduction  in 
pressure. 

Mr.  Lenroot.  Does  not  gas  move  farther  than  oil  ? 

Commander  Wright.  On  the  dry  fields,  yes.  And  in  the  oil  sands 
it  seems  to.  As  I  say,  at  a  distance  of  800  or  900  feet  we  get  a  slight 
reduction  of  gas  pressure,  although  we  get  very  little  reduction  in  oil. 

Mr.  Lenroot.  With  reference  to  the  needs  of  fuel  for  the  Navy  : 
Assuming  that  we  need  16,000,000  barrels  a  year,  and  that  that  is  in- 
creasing, have  you  any  estimate  of  the  ultimate  needs  of  the  Navy, 
as  time  goes  on  ? 

Commander  Wright.  The  estimates  as  I  have  given  them  to  you 
there  are  as  far  as  we  can  fairly  go. 
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Mr.  Lenroot.  How  far  can  you  go? 

Commander  Wright.  1922. 

Mr.  Lenroot.  What  is  that  estimated  consumption  ? 

Commander  Wright.  6,574,000  barrels  in  1922,  on  a  peace  basis. 
The  last  figures  I  gave,  16,835,000,  was  for  1920,  on  a  war  basis. 

Mr.  Lemroot.  Is  it  not  true  that  so  long  as  a  barrel  of  oil  is  pro- 
duced in  the  United  States  the  Navy  will  have  first  call  upon  thut 
oil? 

Commander  Wright.  As  long  as  the  oil  in  the  United  States  is 
produced,  the  Navy  will  be  able  to  get  a  certain  amount  of  it.  But 
you  must  take  all  of  your  industries  into  account.  The  lower  jour 
production  of  oil  becomes  and  the  greater  percentage  the  Navy  i^^ 
taking,  the  greater  will  be  the  paralyzing  ox  your  industries  in  ens? 
of  a  war,  wnen  tiie  needs  of  the  Navy  are  at  least  five  or  six  times 
its  peace  needs. 

Mr.  Lenroot.  That  is  true;  but  if  oil  is  absolutely  necessary,  aur- 
thing  that  is  conserved  now,  when  the  demand  is  so  much  greater 
than  the  supply,  will  be  a  benefit;  is  not  that  true? 

Commander  Wright.  The  industries  now  ai"e  getting  the  oil :  the\ 
must  get  their  oil.    There  is  no  question  about  that. 

Mr.  Lenroot.  You  quoted  Mr.  Requa,  from  a  letter  he  wrote  t" 
Commander  Landis? 

Commander  Wright.  In  December,  1916. 

Mr.  Lenroot.  Mr.  Eequa  now  holds  what  official  position^ 

Commander  Wright.  He  is  oil  administrator. 

Mr.  Lenroot.  Before  the  Senate  hearing  on  June  16,  last  yea:. 
Mr.  Re(}ua  made  this  statement:  "My  own  belief  is  that  unless  soro- 
action  is  taken  permitting  drilling  upon  the  lands  now  in  disputt. 
there  will  be  an  oil  famine  on  the  Facific  coast  which  will  be  nothin;: 
fihort  of  the  paralysis  of  the  commerce  of  the  coast." 

Commander  Wright.  Yes,  sir;  which  is  true.  But  he  did  not.sij 
Naval  Reserves. 

Mr.  Lenroot.  He  was  talking  about  the  entire  situation,  because 
he  had  just  referred  to  the  naval  reserves. 

Commander  Wright.  He  was  talking  about  the  entire  situation: 
he  was  not  confining  it  to  the  naval  reserves. 

Mr.  L^iNRooT.  He  spoke  of  the  general  situation  in  California  i 

Commander  Wright.  Yes,  sir;  the  general  situation  must  be  taker 
care  of. 

Mr.  Lenroot.  So  that  while  fully  recognizing  the  needs  of  the 
Navy  for  the  future,  if  this  committee  should  be  of  the  opinion  that 
the  immediate  needs  for  the  prosecution  of  the  war  make  it  neoessarr 
to  develop  all  the  oil  possible — I  want  to  ask  your  opinion — I  think 
you  will  agree  that  the  committee  ought  to  do  everything  to  prosecute 
this  war  to  a  successful  conclusion  If 

Commander  Wright.  That  is  also  what  the  Secretary  of  the  Navy, 
from  his  end  of  it,  is  charged  with  doing;  and  that  is  the  thing  we 
are  working  up  to.  If  we  believed  it  was  necessary  to  absolutely  oprt» 
the  reserve,  as  I  say,  there  would  be  no  hesitancy  in  doin^  so.  It  the 
supply  can  be  obtained  in  such  a  manner  as  to  jpreserve  the  reservef^ 
and  I  believe  it  can,  we  should  consider  the  luture  as  well  as  thf 
present.  ' 
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Mr.  Lenroot.  Sight  on  that  point :  You  have  given  the  valuations 
of  the  lands  within  the  naval  reserve  as  aggregating  approximately 
$98,000,000? 

("ommander  Wright.  Yes,  sir. 

Mr.  Lenroot.  That  we  will  be  compelled  to  appropriate  out  of  the 
Treasury,  assuming  that  they  were  entitled  to  the  luU  value  of  the 
lands'? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  You  said  that  you  believed  that  the  President  in 
making  any  adjustment  would  take  into  consideration  the  relief  that 
we  are  granting  outside  of  the  naval  reserve,  and  where  the  facta 
are  the  same  inside  as  they  are  outside  he  would  give  the  same  meas- 
ure of  relief  in  money? 

Commander  Wright.  I  can  not  speak  for  the  President,  but  that 
would  be  my  view. 

Mr.  Lenroot.  So  that  if  outside  we  would  give  a  preferential 
lease  to  the  lands  upon  a  one-eighth  royalty — ^in  that  event,  as  to  the 
lands  in  dispute  inside,  the  President  would  give  seven-eighths  of 
the  value  of  the  land? 

Commander  Wright.  Oh,  no.  That  is  not  correct;  that  is  not 
seven-eighths  of  the  value  of  the  land.  You  have  got  your  operating 
expenses ;  you  have  your  depreciation  and  all  that  to  be  marked  off. 

Mr.  Lenroot.  But  the  operator  spends  that,  not  the  Government — 
I  mean  the  value  of  the  land  without  being  improved. 

Commander  Wright.  One-eighth  royalty  is  not  giving  them  full 
seven-eighths  of  the  value. 

Mr.  Lenroot.  Less  the  improvement  cost,  that  is  true. 

Commander  Wright.  There  may  be  a  charge-off  each  year. 

Mr.  Lenroot.  That  is  what  I  meant  to  say.  So  that  we  will  be 
called  upon  under  the  Swanson  bill  to  appropriate,  in  the  first  fti- 
stance,  anywhere  from  $75,000,000  to  $100,000,000? 

Commander  Wright.  It  depends  on  the  Southern  Pacific  suits. 

Mr.  Lenroot.  That  would  only  make  the  difference  between  the 
basis  of  full  value  and  the  one-eighth  royalty? 

Commander  Wright.  I  say,  it  would  depend  also  largely  on  the 
determination  of  the  Southern  Pacific  suits. 

Mr.  Lenroot.  Where  we  lease,  all  the  <Tovemment  gets  out  of  il 
is  one-eighth  royalty,  is  it  not? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  And  the  operator  gets  whatever  else  there  is? 

Commander  Wright.  You  are  not  considering  the  Southern  Pa- 
cific in  that  statement? 

Mr.  Lenroot.  That  might  be  the  full  value. 

Commander  Wright.  Or  it  might  be  nothing,  or  it  might  be  a 
compromise. 

Mr.  Lenroot.  In  addition  to  whatever  that  would  be,  $75,000,000 
or  $100,000,000,  we  would  be  compelled  to  appropriate  very  large 
sums  for  drilling,  would  we  not? 

Commander  Wright.  If  you  were  going  to  develop  it  right  away. 

Mr.  Lenroot.  I  mean,  on  the  assumption  we  were  going  to  produce 
oil  in  the  reserve? 

Commander  Wright.  Yes. 


1100  OIL   LEASING   LANDS. 

Mr.  Lenroot.  And  in  any  event  you  would  have  to  incur  that 
expense  some  time,  when  you  do  produce! 

Commander  Wright,  i  es,  ultimately,  unless  it  was  handled  bv 
a  leasing  of  the  areas  around  the  edges — successive  leases — ^so  (hat 
the  part  that  was  determined  should  be  developed  could  be  developeu 
under  a  lease. 

Mr.  Lenroot.  Your  idea  is  the  President  might  lease  some  of  th< 
lands  in  the  naval  reserv^e  to  other  parties? 

Commander  Wright.  If  it  be  determined  that  was  for  the  best 
interests  of  the  Navy ;  that  bill  is  so  drawn. 

Mr.  Lenroot.  What  percentage  of  the  oil  is  being  used  bv  the 
Navy  during  the  existing  war  comes  from  the  Pacific  Coast? 

Commander  Wright.  During  the  present  war  a  comparatiMiy 
small  percentage  is  being  taken  from  tne  Pacific  Coast. 

Mr.  Lenrooi'.  Do  you  know  about  what  the  percentage  is? 

Commander  Wright.  I  did  have  it.  I  would  say  about  10  per 
cent. 

Mr.  Lenroot.  Do  you  know  what  the  Navy  is  now  paying  for  oil  i 

Commander  Wright.  The  price  has  not  been  set  yet,,  or  had  not, 
the  last  I  heard,  for  the  oil  purchased  this  year. 

Mr.  Lenroot.  They  are  making  an  advance  payment  of  $1.08? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  With  the  understanding  the  price  is  to  be  based  on 
the  rate  fixed  by  the  Federal  Trade  Commission? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  Based  on  cost  of  production,  plus  reasonable  pro6t. 
So  that  the  Navy  is  faring  very  well  on  the  oil  situation,  and  there 
is  no  complaint  so  far  as  the  necessities  of  the  Navy  are  concemeil 
in  the  existing  war? 
•  Commander  Wright.  No. 

Mr.  Lenroot.  You  have  given  some  estimates  as  to  the  content  of 
these  oil  reserves.  Oil  Reserve  No.  1  you  gave,  I  think,  at  25,000,000 
barrels. 

Commander  Wright.  The  Geological  Survey  estimate  is  100,000,000 
barrels  I  now  understand,  and  the  estimate  of  the  proven  area  is 
about  25,000,000  barrels.  The  original  estimate  was  before  they  sent 
their  men  to  actually  survey;  they  reduced  it  when  they  sent  their 
man  to  actually  survey  it. 

Mr.  Lenroot.  I  think  you  gave  as  your  estimate  a  certain  number 
of  acres  as  probably  containing  oil  and  a  certain  number  of  acres 
as  possibly  containing  oil — I  think  that  is  the  way  you  put  it. 
Commander  ? 

Commander  Wright.  Yes,  sir;  that  is,  on  Eeserve  No.  1. 

Mr.  Lenroot.  Do  you  know.  Commander,  whether  that  estimate  of 
25.000,000  barrels  of  oil,  instead  of  being  an  estimate  of  the  .con- 
tents of  that  reserve,  is  in  fact  an  estimate  only  of  2,000  acres  within 
that  reserve? 

Commander  Wright.  That  is  what  T  said ;  that  was  the  estimate 
of  the  contents  of  a  proven  acreage.  How  far  out  it  extends  we  do 
not  know.  So  what  I  am  saying  that  it  lies  some  place  between  that 
and  the  outside  figures  of  100,000,000. 

Mr.  Lenroot.  128,000,000  I  think  is  the  lowest  estimate  I  have  set^n. 

Commander  Wright.  100,000,000  is  what  is  generally  acceptetl  as 
the  correct  figure. 
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Mr.  Lenroot.  So  that,  of  course,  we  ought  not  to  get  any  impres- 
sion that  25,000,000  is  the  real  estimate  of  the  contents  of  that  re- 
serve, when  it  is  only  of  the  2,000  acres  of  proven  land. 

Commander  Wright.  And  with  a  certain  percentage  of  allow- 
ance— that  is,  based  upon  the  3  wells  which  have  been  drilled  there. 

Mr.  Lekroot.  You  spoke  of  some  tests  the  Navy  has  made? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  You  have  drilled  no  wells? 

Commander  Wright.  No,  we  have  not. 

Mr.  Lenroot.  If  it  had  not  been  for  the  large  number  of  wells 
drilled  in  Reserve  No.  2  is  it  not  fair  to  say  we  would  have  had  as 
low  an  estimate  of  Naval  Reserve  No.  2  as  of  No.  1  now  ? 

Commander  Wright.  No,  sir;  because  you  will  find  a  great  differ- 
ence between  the  early  gushers  of  No.  2  and  of  the  production  of  the 
wells  drilled  on  No.  1. 

Mr.  Lenroot.  Do  you  mean  by  that,  if  only  three  wells  had  been 
driven  on  No.  2  you  could  have  more  accurately  estimated  the  entire 
contents  of  that  reserve  than  you  can  No.  1? 

Commander  Wright.  It  would  have  estimated  very  much  higher. 
Here  are  the  wells  actually  drilled  on  Reserve  No.  2  when  the  with- 
drawal took  place. 

Mr.  Lenroot.  You  did  not  get  my  point.  I  did  not  m?an  to  say 
that  the  probable  estimate  of  No.  1  would  be  equal  to  that  of  No.  2, 
but  what  I  did  mean  was,  if  you  had  the  large  number  on  No.  2,  the 
estimate  would  have  been  much  lower. 

Commander  W^right.  Based  on  improvement,  yes.  You  have  got  to 
different  iato — 

Mr.  Lenroot.  So  that  we  do  not  Imow  what  Naval  Reserve  No.  1 
does  contain,  but  we  know  it  is  somewhere  around  25,000,000  or 
100,000,000  or  120,000,000? 

Commander  Wright.  We  have  two  things  to  consider 

Mr.  Elsion  (interposing).  We  have  good  cA'idence  that  the  three 
wells  on  No.  1  are  not  abortive  wells,  but  are  wells  which  really 
indicate  the  full  possibilities  of  the  sand. 

Commander  Wright.  Oh,  yes;  because  these  spots  (indicating  on 
map)  are  wells  drilled  now. 

Mr.  Elston.  I  am  talking  about  Naval  Reserve  No.  1. 

Commander  Wright.  I  am  talking  about  reserve  No.  1.  You  can 
not  tell.  But  you  can  tell  from  the  structure.  If  you  have  a  struc- 
ture high  in  oil  content  and  you  pierce  it  you  are  going  to  get  high 
gas  pressure. 

Mr.  Elston.  Then  your  prediction  is  not  based  on  the  production 
but  on  the  saturation  of  the  sand  ? 

Commander  Wright.  No;  it  is  based  principally  on  the  produc- 
tion of  the  wells,  the  depth  of  the  sand,  and  the  geneial  structure, 
which  we  can  get  from  tne  survey. 

Mr.  Elston.  My  point  is,  following  out  the  questions  of  Mr.  Len- 
root, if  only  three  wells  had  been  drilled  on  No.  2  of  the  character 
of  the  wells  drilled  on  No.  1,  as  he  says,  you  might  have  been  misled 
entirely  as  to  the  real  content  of  No.  2? 

Cou'mander  Wright.  Nobody  can  guess  exactly  what  they  have 
until  they  gst  the  wells  down. 
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Mr.  Lenboot.  The  best  we  know  as  to  Beserve  No.  1  is  that  we  have 
every  reason  to  believe  there  is  at  least  25,000,000  barrels  there. 

Commander  Wright.  No.  1  ? 

Mr.  Lenroot.  No.  1 — ^25,000,000  barrels  and  verv  much  more. 

Commander  Wright,  There  may  be  considerably  more;  but  it 
does  not  give  us  the  basis  for  commercial  production — that  is,  100,- 
000,000  from  what  oil  we  have.  You  can  not  make  definite  predic- 
tions on  these  oil  wells,  especially  as  those  to  that  were  drilled  with 
rotary  drills. 

Mr.  Lenroot.  I  would  like  to  put  this  into  the  record,  Mr.  Chair- 
man. It  is  a  table  prepared  by  Mr.  Williams  of  the  Bureau  of  Mines 
and  submitted  to  the  special  joint  conference  committee,  as  to  the 
contents  of  Reserve  No.  1,  in  which  he  places  it  at  128,800,000  barrels 
(page  67  of  the  special  conference  record) ;  and  in  that  connection 
I  would  like  to  call  attention  of  Commander  Wright  to  the  fact  that 
in  this  estimate  the  probable  oil-bearing  territory  is  given  as  12,8^ 
acres,  and  the  25,000,000  barrels  as  based  on  2,000  acres  of  proven 
land. 

Commander  Wright.  Based  on  the  proven  land?  We  do  not  say 
there  is  not  more  than  that,  but  that  is  what  we  have  got  a  right  to 
figure  on. 

(The  table  submitted  by  Mr.  Lenroot  is  here  printed  in  full  as 
follows:) 
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Mr.  Lenroot.  And  reserve  No.  3  about  30,000,000  barrels? 

Commander  Wright.  That  was  our  estimate;  that  is  an  outside 
estimate,  because  there  is  no  producing  well  down  in  the  producing 
sands  around  reserve  No.  3.   We  hope  to  prove  up  No.  3  ana  get  that. 

Mr.  Lenroot.  Does  the  Navj  use  any  oil  direct  from  the  well  I 

Commander  Wright.  No,  sir;  that  is  done  frequently  in  Califor- 
nia, but  is  a  most  uneconomical  and  wasteful  method  of  using  it,  and 
it  should  not  be  permitted. 

Mr.  Lenroot.  Assuming  it  is  necessary  for  a  future  supply  of  oil 
would  it  not  be  more  economical  for  the  Government,  if  it  has  to  p«y 
practically  the  full  value  of  the  land,  to  secure  that  supply  from  tlw 
mid-continent  fields  where  you  have  pipe  lines  to  the  coast  ? 

Commander  Wright.  If  we  could  have  all  the  oil  we  wanted  in 
the  mid-continent  fields,  it  would  be  an  excellent  place  to  have  it 
We  should  be  provided  in  both  places. 

Mr.  Lenroot.  In  other  woras,  if  it  is  necessary  to  commandeer 
territory  in  California  for  that  purpose,  it  is  quite  as  necessary  upon 
the  Atlantic,  is  it  not? 

Commander  Wright.  Yes ;  except  that  you  have  got  an  unsettled 
condition  in  California,  where  part  of  the  rights  rest  in  the  Gov- 
ernment and  part  do  not 
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Mr.  Lenroot.  That  is  not  the  condition  that  would  affect  that 

Question,  is  it,  Commander — because  if  that  were  all,  Congress  should 
eal  with  that  question  according  to  whatever  the  equitable  rights 
may  be ;  in  other  words,  if  there  is  not  a  real  need  for  the  comman- 
deering of  this  property  for  the  use  of  the  Navy,  we  ought  not  to 
doit? 
Commander  Wright.  No. 

Mr.  Lenroot.  And  if  there  is  a  real  need  in  the  East,  there  is  an 
equal  need  in  the  West  or  mid-continent  field? 

Commander  Wright.  Not  as  far  as  development  has  gone,  be- 
cause the  Osage  is  a  reserve  at  the  present  date ;  there  has  been  noth- 
ing done  on  the  western  Osage. 

Mr.  Lenroot.  That  is,  so  long  as  that  is  not  released  it  would  be 
available  to  take  over  at  any  time;  that  is  your  idea? 

Commander  Wright.  That  is  the  western  Osage;  the  eastern 
Osage  you  know  the  state  of  development. 

Mr.  Lenroot.  Yes.  Now,  with  reference  to  this  naval  reserve, 
you  understand  in  the  withdrawal  orders  creating  all  of  the  naval 
reserves  it  is  expressly  stated  in  the  withdrawal  order  that  they  were 
set  aside  for  the  Navy  until  revoked  by  the  President  or  by  Con- 
gress? 

Commander  Wright.  Tes,  sir. 

Mr.  Lenroot.  So  that  until  Congress  acts  they  are  in  every  sense 
of  the  word  part  of  the  naval  reserve? 
Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  But  the  President  in  the  order  himself  recognized 
that  Congress  in  its  wisdom  mi^ht  make  some  other  disposition  of  it? 
Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  So,  after  all,  the  fact  of  these  withdrawal  orders 
and  the  fact  of  the  reservations  that  have  been  made  have  no  bearing 
whatever  with  reference  to  the  decision  of  what  ought  to  be  done 
for  the  best  public  interest,  as  to  whether  they  should  be  continued 
or  whether  theyshould  not? 

Commander  Wright.  Except  in  so  far  as  the  Navy  has  depended 
on  having  a  reserve  for  the  future  and  has  built  ships  on  that  basis; 
the  committee  should  consider  that. 

Mr.  Lenroot.  Right  there.  Would  you  have  the  committee  under- 
stand that  if  Naval  Reserve  No.  2  had  not  been  reserved  these  oil- 
burning  ships  might  not  have  been  constructed? 

Commander  Wright.  They  might  and  might  not.  You  have  heard 
the  lettere  read  into  the  record  in  which  we  stated  that  we  must  know 
at  that  time  what  we  were  going  into.  The  life  of  a  battle  ship  we 
hope  to  be  20  years.  We  must  know  what  we  have  in  the  way  of  fuel. 
Mr.  Lenroot.  But  I  am  quite  sure,  if  I  may  say  it,  in  authorizing 
these  various  appropriation  bills  where  the  matter  was  gone  into,  I 
do  not  believe  the  naval  reserve  was  ever  mentioned  in  either  case  in 
that  connection.  It  was  assumed  we  would  have  oil  for  those  battle- 
ships. 

Commander  Wright.  In  that  same  naval  appropriation  you  have 
provided  $60,000  for  the  protection  of  the  naval  reserve. 

Mr.  Lenroot.  I  understand,  but  I  am  speaking  as  to  whether  we 
should  go  into  the  oil-burning  ships.  I  do  not  think  the  question  was 
ever  discussed ;  it  was  assumed  we  would  have  an  oil  supply,  whether 
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there  was  a  reserve  or  not,  sufficient  to  take  care  of  those  ships  during 
the  lifetime  of  the  ships. 

Commander  Wright.  But  the  recommendations  of  the  department 
as  to  the  oil-burning  ships  were  based  on  the  premise  that  we  woulJ 
have  oil. 

Mr.  Lenroot.  We  all  assumed  that. 

Commander  Wright.  The  Congress  assumed  that. 

Mr.  Lexroot.  Is  there  any  estimate  anywhere,  Commander,  that 
if  these  reserves  were  not  retained  that  there  would  not  be  sufficient 
oil  produced  in  the  United  States  available  for  the  Navy? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  Within  what  period  of  time? 

Commander  Wright.  These  estimates  of  Mr.  Requa  last  vear. 
which  were  that  the  supply  of  oil  at  the  present  rate  of  increase  woulJ 
last  only  about  14  to  17  years. 

Mr.  Lenroot.  Not  witli  the  present  increase? 

Commander  Wright.  Yes,  with  the  present  rate  of  increase. 

Mr.  Lenroot.  Was  not  the  estimate  of  28  years  assuming  jio  in- 
crease in  1915;  that  is,  assuming  the  same  rate  of  production? 

Commander  AVright.  No,  sir;  the  28  or  40  years  was  assuming  you 
discovered  new  oil  fields  equal  in  area  to  the  oil  fields  in  the  United 
States. 

Mr.  Lexroot.  I  thought  he  said  in  the  estimate  of  production  if 
that  increase  kept  on  it  would  last  28  years,  but  that  if  the  increase 
did  not  continue  but  simply  maintained  itself  it  would  be  15. 

Commander  Wright.  It  is  just  the  opposite — if  your  increase  in 
demand 

Mr.  Lenroot  (interposing).  In  production,  I  mean. 

Commander  AVright.  That  is  the  same  thing.  If  we  continue  to 
increase  production  it  would  last  15  years ;  if  it  went  on  the  same  as 
it  is  now — 

Mr.  Lenroot  (interposing).  No,  you  are  thinking  of  consumption. 
I  am  speaking  of  production. 

Commander  Wright.  I  think  we  are  both  speaking  of  the  same 
thing. 

Mr.  Lenroot.  No,  we  are  speaking  of  directly  the  opposite  thing. 
But  I  will  put  it  if  the  production  increased  in  the  same  ratio  it  has. 
then  you  say  15? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  But  if  the  consumption  remained  upon  a  level,  it 
would  be  28  ? 

Commander  Wright.  Yes.  As  a  matter  of  fact,  the  increase  la?t 
year  was  very  materially  in  excess  of  what  Mr.  Requa  used  in  his 
figures.  This  oil  can  not  all  be  gotten  out  in  15  years.  So  you  must 
consider  that  as  merely  a  statement  of  the  existing  facts  rather  than 
an  exact  statement. 

Mr.  Lenroot.  So  as  a  matter  of  fact,  Commander,  the  situation  i^ 
this,  that  before  the  Navy  would  suffer  we  would  hayi^  to  dispense 
with  the  use  of  oil  for  industry  and  still  there  would  be  sufficient  oil 
for  the  Navy  ? 

Commander  Wright.  If  you  are  using  your  oil  for  commercial 
purposes  and  suddenly  you  come  in  and  take  the  oil  for  the  use  oi 
the  Navy  you  are  paralyzing  your  industries  that  you  are  taking  it 
away  from.    If  you  premise  your  industries  and  their  fuel,  etc.,  on 
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what  you  know  you  are  going  to  have  for  them  then  they  are  built  up 
on  that  basis.  Do  you  not  suppose  if  oil  had  been  discovered  in 
California  there  would  not  have  been  big  industries  built  up  on  what 
they  could  have  got  in  the  way  of  coal  and  hydroelectric  power! 
But  now  if  you  take  away  all  their  oil  you  would  paralyze  them. 

Mr.  Lenroot.  But  in  time  of  peace,  when  this  war  is  over,  the 
use  of  oil  for  the  Navy  would  be  nominal,  only ;  is  not  that  true? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  So  that  what  you  speak  of  would  only  occur  in 
event  of  another  war? 

Commander  Wright.  That  is  what  the  reserve  is  premised  on. 

Mr.  Lenroot.  And  so  far  as  the  normal  increase  was  concerned, 
we  would,  of  course,  have  oil  for  the  Navy  as  long  as  the  oil  lasted 
in  the  United  States,  unless  there  was  a  sudden  demand  ? 

Commander  Wright.  Yes,  providing  you  are  not  getting  your  oil 
from  outside  sources  which  would  be  cut  off  in  the  event  of  war. 

Mr.  Elston.  Speaking  only  of  needs  during  the  present  war  crisis, 
we  might  insure  against  the  need  of  the  Navy  hereafter  by  using  our 
full  production  now,  considering  the  fact  that  this  war  is  the  great- 
est we  will  ever  have? 

Commander  Wright.  I  wish  I  was  optimist  enough  to  think  so. 

Mr.  Elston.  Do  you  not  think  it  jyould  decrease  the  chances  of  a 
great  war  in  the  next  10  years? 

Conmiander  Wright.  We  were  going  along  under  that  premise  for 
a  great  many  years.  Five  years  ago  there  was  no  thought  of  the 
United  States  being  embroiled  in  a  great  war,  at  least  not  with  the 
opposing  factions  with  which  she  is  now  engaged. 

Mr.  Elston.  We  all  believe  that  this  is  the  supremest  effort,  so 
far  as  we  can  forecast,  that  this  country  will  ever  have  to  make 
in  any  war. 

Commander  Wright.  We  hope  so. 

Mr.  Elston.  Then  it  becomes  perfectly  apparent  that  if  industry 
is  dependent  upon  making  that  supreme  effort  to  gain  victory,  we 
must  absolutely  protect  the  Navy  and  also  protect  our  industries. 

Commander  Wright.  If  the  Navy  can  be  protected  now  and  in 
the  future  and  at  the  same  time  industry  can  be  protected,  that  is 
our  ideal  condition. 

Mr.  Elston.  As  to  the  relative  values  of  those  considerations,  you 
say  that  the  Navy  is  protected  beyond  all  peradventure  of  a  doubt 
for  the  needs  of  the  present  war,  if  it  lasts  the  next  three  or  four 
years  ? 

Commander  Wright.  For  the  present  war. 

Mr.  Elston.  So  that  is  out  of  consideration  entirely. 

Commander  Wright.  The  Navy  and  industry  are  working  to- 
gether in  the  oil  proposition,  taking  it  out  of  one  pocket  and  putting 
it  into  the  other. 

Mr.  Elston.  I  assume  from  what  j^ou  said  that  the  Navy  is  pro- 
tected so  far  as  its  own  fuel  needs  are  concerned,  excepting  its  de- 
pendence on  industry  ? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  You  think,  at  the  same  time,  that  industry  must  be 
supplied  up  to  its  full  requirements,  inasmuch  as  the  success  of  the 
war  is  dependent  upon  its  work  ? 
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Commander  Wright.  Absolutely. 

Mr.  Elston.  And  that  industry  should  have  security  for  the  fc- 
ture,  at  least  so  far  as  the  future  covers  the  present  war,  in  order 
to  accomplish  victory. 

Commander  Wright.  Exactly. 

Mr.  Elston.  And  you  do  not  contemplate  in  any  action  or  sug- 
gestion you  are  making  that  this  ample  supply  to  industry  should  be 
given  fully  and  freely  even  if  it  does  trench  upon  the  naval  reserve? 

Commander  Wright.  If  it  is  necessary;  no,  sir.     We  have  the 

E resent  to  face.    We  have  the  future  that  we  must  figure  on.    TVe 
now  we  have  the  present, 

Mr.  Elston.  Have  you  any  misgivings  in  your  mind  at  all  that 
the  Government  or  the  Navy  is  dallying  with  this  proposition,  so 
that  its  insistence  at  this  time  upon  what  might  be  considered  bv  it 
a  more  ample  settlement  of  the  question  in  its  behalf  is  jeopardizing 
to  any  extent  the  full  supply  of  fuel  oil  to  the  industries? 

Commander  Wright.  The  Navy  does  not  oppose  the  passage  of 
legislation ;  in  fact,  it  wants  to  see  proper  legislation  passed  to  open 
up  industry,  and  we  believe  that  it  can  be  so  accomplished  as  to 
protect  both  industry  and  the  future. 

Mr.  Elston.  Supposing  the  matter  is  not  satisfactorily  settled  in 
the  near  future  and  the  two  opposing  sides  were  still  in  deadlock  as 
they  are  now,  do  you  think  that  that  would  become  a  precarious  one 
before  the  war  ends? 

Commander  Wright.  Personally,  I  believe  if  things  are  left  as 
they  are  now  it  would  be  necessary  for  the  United  States  Govern- 
ment to  step  in  in  some  manner  and  commandeer  such  areas  as  a 
war  measure  for  development. 

Mr.  Elston.  For  development? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston,  For  the  general  good,  the  general  needs? 

Commander  Wright.  The  general  needs. 

Mr.  Elston.  And  how  soon  do  you  think  that  might  have  to 
be  done  in  case  this  deadlock  is  not  broken  by  legislation? 

Commander  Wright.  Under  present  conditions  m  California,  with 
what  will  be  coming  out  of  the  developed  fields,  and  if  proper  meth- 
ods are  taken  for  conservation  of  oil  in  California,  I  would  say  we 
have  an  ample  supply  for  two  years. 

Mr.  Elston.  Requiring,  however,  within  that  two  years  that  emer- 
gency measures  be  provided  to  provide  against  conditions  subse- 
quent to  the  two  years? 

Commander  Wright.  Absolutely.    Yes,  sir. 

Mr.  Elston.  Which  would  require  action  of  a  drastic  nature  prior 
to  the  expiration  of  two  years? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  You  spoke  of  3,000  acres  undisturbed  by  this  legisla- 
tion and  evidently  free  and  unhampered  for  development  in  Cali- 
fornia ? 

Commander  Wright.  YeSj  sir. 

Mr.  Elston.  All  proven  oil  territory? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Can  you  advance  any  reason  in  your  mind,  consider- 
ing the  high  price  of  oil 
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Commander  Wright  (interposing).  Wait  a  minute.  I  did  not 
say  "free  and  unhampered."  It  is  in  litigation  I  am  talking  about 
but  not  in  the  naval  reserve. 

Mr.  Elston.  I  think  that  is  rather  a  material  proposition. 

Commander  Wright.  I  thought  I  made  it  plain. 

Mr.  EusTON.  A  moment  ago  you  were  discussing  the  proposition 
of  alternative  sources  of  supply  ? 

Commander  Wright.  Yes. 

Mr.  Elston.  Outside  of  the  naval  reserve? 

Commander  Wright.  Outside  of  the  naval  reserve. 

Mr.  Elston.  The  inference  to  be  drawn  from  your  remarks  was 
that  even  if  the  navaL reserve  were  tied  up  in  one  way  or  another  by 
litigation  or  what  not,  or  if  it  were  kept  intact  by  the  Navy  without 
development,  that,  nevertheless,  production  could  be  got  out  of  this 
3,000  acres  sufficient  to  supply  industry? 

Commander  Wright.  Yes. 

Mr.  Elston.  Do  you  now  qualify  that  statement  by  the  additional 
statement  that  legislation  must  be  had  to  release  that  for  production  ? 

Commander  Wright.  I  was  discussing  entirely  from  the  naval 
reserve  standpoint ;  yes.  If  there  were  any  misapprehensions  on  the 
part  of  the  committee  I  certainly  want  to  correct  it — ^that  a  great  part 
of  the  land  will  require  legislation,  but  it  is  not  in  the  naval  reserve. 
I  was  basing  my  remarks  on  a  proposition  of  a  measure  opening  up 
the  lands  outside  of  the  reserves  and  providing  by  proper  methods 
compensation  of  the  same  equities  within  the  reserves. 

Mr.  Elston.  In  sketching  a  moment  ago  the  various  oil  fields  in 
California,  either  now  being  developed  or  capable  of  development, 
but  outside  of  the  naval  reserves,  was  your  object  to  show  the  possi- 
bilities of  production  without  legislation  and  without  production 
from  naval  reserves? 

Commander  Wright.  Not  without  legislation — without  the  naval 
reserve.  If  you  got  an  idea  that  the  Navy  Department  is  opposing 
legislation  now,  I  wish  to  correct  you.  We  do  want  to  see  proper 
legislation. 

Mr.  Elston.  I  got  from  your  statement  that  you  were  sketching 
the  undeveloped  possibilities  in  California  which  were  free  to  de- 
velopment which  might  offset  this  continuing  decrease  of  production. 

Commander  Wright.  All  that  area  which  I  was  pointing  out, 
which  shows  up  a  little  bit  darkened  in  the  main  body  is  withdrawn 
[indicating  on  map].  That  is  practically  all  in  litigation  of  some 
kind  orpatented. 

Mr.  Elston.  Then  it  is  your  absolute  belief  that  increased  pro- 
duction adequate  to  the  needs  of  the  country  in  the  future  would 
depend  largely  on  some  kind  ow  legislation  which  would  release  the 
lands  from  hampering  conditions? 

Commander  Wright.  Yes. 

Mr.  Elston.  Its  entire  production  now? 

Commander  Wright.  You  see,  the  total  acreage  withdrawn  in 
California  is  1,257,229  acres.  All  that  land  is  withdrawn  now.  Of 
course,  that  is  not  all  proven  lands,  by  any  means,  and  some  of  it  is 
very  deep  drilling,  which  should  not  be  drilled  at  this  time. 

Mr.  Elston.  Have  you  ever  fixed  in  your  mind  what  the  aggregate 
reserve  supply  in  the  way  of  oil  in  place  should  be  in  order  to  sup- 
plement current  supplies  that  can  be  got  from  other  sources? 
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Commander  Wright.  My  idea  is  that  altogether  the  Navy  has 
something  like  500,000,000  barrels  of  reserves,  not  all  permanent, 
but  to  be  tapped  when  the  supply  begins  to  get  short. 

Mr.  Elston.  For  its  exclusive  use  in  the  future? 

Commander  Wright.  For  its  exclusive  use ;  yes. 

Mr.  Elston.  You  do  not  think  any  part  of  that  could  be  got  from 
the  oil  shales? 

Commander  Wright.  The  oil  shales  at  the  present  time  can  not 
be  depended  on;  no,  sir;  as  a  future  oil  supply  for  the  Navy.  Th€ 
very  location  of  the  shale  is  not  convenient.  And  I  might  add  that 
Great  Britain  is  doing  everything  in  her  power  at  the  present  date 
to  develop  the  oil  shale  industry  in  Great  Britain.^  Last  year's  pro- 
duction fell  below  previous  years.  It  began  going  down  despite 
every  stimulation  England  could  give. 

Mr.  Elston.  Where  do  you  expect  to  get  the  diflFerence  between 
the  available  supplies  in  the  present  reserves  that  have  been  set 
apart,  and  the  500,000,000  barrels  that  you  believe  to  be  needed  as 
a  reserve  supply  ? 

Commander  Wright.  We  do  not  expect  to  get  all  of  it.  But  we 
do  hope  to  get  a  certain  amount  in  the  Osage. 

Mr.  Elston.  Have  you  made  any  estimate  of  what  you  expect  to 
get  from  the  Indian  lands? 

Commander  Wright.  We  have  not  had  very  much  luck  in  jrettin? 
anything  developed  on  that.  We  have  been  trying  to  arrive  at  some 
thing  for  the  last  four  years,  but  have  not  got  very  far  along.  It  i? 
complicated  by  the  expiration  of  the  trusts  in  1931. 

Mr.  Elston.  Is  Salt  Creek  producing  a  fuel  oil  that  can  be  used  fcr 
the  Navy? 

Commander  Wright.  The  oil  there  is  excellent  refining  oil :  there 
is  not  as  much  fuel  oil  in  the  oil  from  Salt  Creek  as  there  is  in  the 
California  oil. 

Mr.  Elston.  You  expect  that  the  oil  you  will  develop  out  of 
Reserve  No.  3  in  Wyoming  will  be  the  same  ns  Salt  Creek  oil  ? 

Commander  Wright.  Yes;  the  oil  out  of  Reserve  No.  3  in  Wyom- 
ing will  be  the  same  as  the  Salt  Creek  oil.  As  I  said,  there  would  Iv 
a  part  of  the  reserves  which  it  would  become  necessary  to  develop  ss 
the  rest  of  the  fields  in  the  country  became  very  short,  and  it  mig!  t 
be  necessary  to  develop  that.  There  are  great  possibilities  now  ::. 
Salt  Creek  for  development,  in  case  of  legislation  being  passed  open- 
ing up  Salt  Creek. 

Mr.  Elston.  You  never  considered  putting  Salt  Creek  in  a  navs' 
reserve  ? 

Commander  Wright.  No;  that  was  covered  up  by  the  Midweft 
Reed,  and  allied  companies. 

Mr.  Elston.  I  suppose  the  suits  in  Wyoming  were  commenced  with 
the  possibility  that  the  Government  might  require  that  whole  fielo 
and  then  you  would  consider  the  possibility  of  its  being  used  a?  s 
naval  reserve;  is  that  rigrht? 

Commander  Wright.  There  is  a  possibility  it  might  be. 

Mr.  Elston.  Does  the  Government  itself  expect  to  do  the  explora- 
tion of  the  Tea  Pot  dome  or  Naval  Reserve  No.  3  ? 

Commander  Wright.  We  had  an  arrangement  with  the  Bureau  '^^ 
Mines  under  the  appropriation  which  was  made  by  Congress  for  thr 
exploration  of  the  Tea  Pot. 
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Mr.  Elston.  That  is  putting  down  the  wells  and  exploring  them  ? 

Commander  Wright.  Yes. 

Mr.  Elston.  What  is  the  status  of  the  private  claims  now  on  that 
dome?    You  have  not  mentioned  much  about  that.    Are  they  in  suit? 

Commander  Wright.  There  is  no  suit  in  the  Tea  Pot  dome. 

Mr.  Elston.  You  feel  that  they  are  almost  negligible? 

Commander  Wright.  Until  they  are  thoroughly  investigated  we 
can  not  tell,  but  so  far  our  investigations  have  shown  that  they  are 
probably  not  of  great  importance.  The  bill  as  it  has  passed  in  the 
past  few  years  has  provided  for  the  leaving  Naval  Reserve  No.  1  and 
No.  3  out  of  the  provisions  of  the  bill. 

Mr.  Elston.  Do  you  not  think  it  would  be  a  good  plan  for  the 
Navy,  a  businesslike  proposition,  for  it  to  get  a  certain  appropria- 
tion every  year  for  the  development  and  exploration  work  on  the 
unlocated  withdrawn  areas  and  on  its  own  naval  reserves? 

Commander  Wright.  On  its  own  naval  reserves,  yes;  and  as  soon 
as  we  can  get  it  out  of  litigation  and  get  things  settled  so  we  know 
where  we  are  that  is  what  will  be  done.  We  will  know  then  exactly 
where  we  stand. 

Mr.  Elston.  Do  you  feel,  then,  that  if  the  Government  is  going 
into  the  proprietorship  business  it  might  as  well  take  a  few  of  the 
hazards  and  chances  that  the  ordinary  man  takes  who  develops  oil 
wells  and  does  prospectine  and  exploring? 

Commander  Wright.  That  is  what  it  amounts  to.  We  took  our 
reserves  and  the  recommendations  of  the  Geological  Survey,  the  same 
as  the  oil  men  made  their  locations  on  the  recommendations  of  either 
the  Geological  Survey,  or  their  own  geoloffists. 

Mr.  Elston.  The  naval  reserves  in  California  were  created  after 
oil  was  discovered,  so  that  you  really  took  something  that  had  been 
opened  up? 

Commander  Wright.  Here  is  the  land  at  the  date  of  withdrawal 
[indicating  on  map].  At  the  date  of  withdrawal  no  wells  were  on 
the  Reserve  No.  1,  and  there  were  three  wells  on  No.  2  at  the  date  of 
withdrawal. 

Mr.  Elston.  Did  you  get  your  information  that  Reserve  No.  1  was 
likely  oil  territory  through  original  investigation  by  the  Government 
or  by  exploration  work  by  individuals? 

Commander  Wright.  The  reserves  were  recommended  to  us  and 
outlined  to  us  by  the  Geological  Survey. 

Mr.  Elston.  Is  it  your  disposition,  if  you  had  had  money,  and 
would  it  have  been  your  wish,  to  develop  or  to  have  explored,  we 
will  say.  Naval  Reserve  No.  1  to  an  extent  that  might  satisfy  you 
that  it  did  contain  128,000.000  barrels  of  oil  to  such  a  degree  that 
you  might  release  Reserve  No.  2,  which  is  full  of  locations  and  in- 
volved in  litigation,  and  do  you  think  it  is  still  possible  for  the  Gov- 
ernment to  go  out  and  get  fields  where  these  difficulties  do  not  exist, 
and  build  up  to  a  reserve  of  500,000,000  barrels? 

Commander  Wright.  No,  sir;  I  do  not,  there  is  nothing  that  the 
Geological  Survey  is  recommending  to  us  now  for  reserves.  The  oil 
lands  in  this  country  have  been  pretty  well  explored  now  by  the 
oil  men  or  by  the  Geological  Survey,  and  what  we  are  going  to  open 
up  under  the  strictly  permanent  features  of  this  bill  is  strictly  wild- 
cat country. 
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Mr.  Elston.  Do  you  see  any  inconsistency  in  passing  the  relief 
tions  to  cover  all  withdrawn  areas,  whether  m  or  outside  of  the 
naval  reserves,  and  then  push  the  passage  of  your  condenination 
bill? 

Commander  Wright.  I  believe  that  if  the  naval  reserves  are  men- 
tioned in  here,  beyond  the  leasing  of  the  well,  it  is  essential  that  a 
Srovision  be  incorporated  in  the  bill  to  the  effect  that  so  far  as 
aval  Reserves  are  concerned  this  shall  be  considered  as  a  measure 
of  equity  to  be  compensated  as  may  hereafter  be  provided  for. 

Mr.  Elston.  You  mean  that  the  relief  provision  could  be  passed 
in  accordance  with  what  the  committee  would  say  was  fair  and 
equitable,  but  that  a  provision  should  be  inserted  that  the  rights  so 
ascertained  should  be  subject  later  to  the  application  of  a  condem- 
nation bill  in  which  just  compensation  would  he  given? 

Commander  Wright.  That  the  relief  within  the  reserve  should 
be  considered  only  as  a  matter  of  equity,  which  would  be  covered  by 
future  legislation;  in  other  words,  that  you  would  not  give  them  the 
right  to  go  ahead  and  puncture  the  reserve,  but  you  would  give 
them  an  equity 

Mr.  Elston  (interposing).  What  you  mean  is  this,  that  in  your 
mind  the  measure  of  relief  to  the  claimants,  whether  in  the  naval 
reserves  or  outside^  but  within  withdrawn  areas,  should  be  the  same, 
because  their  equities  are  on  the  same  basis? 

Commander  Wright.  The  measure  of  equity;  yes. 

Mr.  Elston.  The  measure  of  the  relief,  or  what  not? 

Commander  Wright.  Yes. 

Mr.  Elston.  But  suspend  the  use  in  the  naval  reserves  of  what 
you  call  "equity"? 

Commander  Wright.  Yes. 

Mr.  Elston.  So  that  as  to  claimants  in  the  naval  reserves  the 
use  of  their  rights  would  be  suspended  while  outside  of  the  naval 
reserves  there  would  be  no  suspension  ? 

Commander  Wright.  Yes;  not  to  shorten  the  equities,  not  the 
decree  of  equity,  but  the  method  of  applying  relief. 

Mr.  Elston.  When  you  speak  of  that,  you  do  not  mean  that 
any  different  kind  of  relief  should  be  given  inside  the  naval  re- 
serve from  that  which  is  given  outside? 

Commander  Wright.  As  far  as  the  measure  of  relief  is  concerned, 
no,  sir. 

Mr.  Elston.  Or,  so  far  as  the  relief  measure  was  designed  to  i 
settle  the  differences  existing  between  the  claimants  and  the  Gov- 
crnment  ?  [ 

Commander  Wright.  Yes,  sir.  I 

Mr.  Elston.  And  give  them  an  ascertained  status;  is  that  right?      | 

Commander  Wright.  Determine  the  measure  of  equity  which  those   | 
people  have  inside  the  reserves  the  same  as  they  have  outside  the  re- 
serves— do  not  provide  to  go  ahead  and  lease;  I  mean  to  say  that  it 
is  the  measure  of  relief  which  should  be  considered. 

Mr.  Elston.  You  say  that  the  relief  provision  should  determine 
the  measure  of  equity  which  these  relief  claimants,  whetlier  inside 
or  outside  the  naval  reserve,  are  entitled  to? 

Commander  Wright.  Yes. 
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Mr.  Elston.  What  do  you  mean  by  "  measure  of  equity "  is  the 
interest  in  the  property,  which  by  option,  they  can  take  or  let  alone? 

Commander  Wright.  Yes. 

Mr.  Elston.  By  release  of  the  claims  which  they  assert  in  a  legal 
way? 

Commander  Wright.  Yes. 

Mr.  Elston.  That  upon  a  waiver  or  relinquishment  of  the  asserted 
legal  rights  they  might  take  one  well  and  surrounding  ground,  as 
proposed  by  the  substitute  submitted  by  the  Secretary? 

Commander  Wright.  Yes. 

Mr.  Elston.  Or,  you  might  mean  that  the  committee  might  itself 
prefer  to  give  them,  we  will  say,  upon  such  relinquishment  of  their 
claims,  a  preferential  right  to  lease  and  develop  the  extent  of  their 
claims? 

Commander  Wright.  Yes. 

Mr.  Elston.  Under  rules  and  regulations  prepared  by  the  Secre- 
tary of  the  Interior.  Is  that  what  you  mean  when  you  say  that  that 
would  be  the  measure  of  equity  in  the  bill  ? 

Commander  Wright.  Yes ;  but  the  bill  should  provide  that  if  they 
are  within  the  naval  reserve  this  shall  serve  as  a  measure  of  equity 
only,  to  be  compensated  for  either  under  this  bill  or  some  other. 

Mr.  Elston.  Then,  if  that  were  done,  the  only  difference  then  in 
effect  between  what  would  be  given  to  the  claimants  inside  the  naval 
reserve  and  outside  the  naval  reserve  would  be  that  those  inside  the 
naval  reserves  would  not  get  the  use  and  benefit  of  the  relief  measure, 
but  must  await  compensation  later,  to  be  accorded  under  the  con- 
demnation act? 

Commander  Wright.  Yes. 

Mr.  Elston.  Is  that  true? 

Commander  Wright.  Yes.  • 

Mr.  Elston.  But  the  rights  and  property  which  they  would  get 
under  that  relief  measure,  so  far  as  it  touched  the  claims  inside  the 
naval  reserve,  would  be  exactly  what  the  right  and  property  would 
be  outside  of  the  naval  reserve  but  within  the  withdrawn  areas;  is 
that  your  idea? 

Commander  Wright.  If  I  understand  you  right,  it  is,  but  should 
be  suspended. . 

Mr.  Elston.  Then,  we  will  go  further,  and  I  can  get  at  it  a  little 
more  clearly  this  way,  and  say  that  if  the  condemnation  bill  should 
apply  to  lands  in  the  withdrawn  areas,  but  outside  the  naval  re- 
serves, and  you  should  wish  to  acquire  those  lands,  that  then  those 
persons  who  were  subject  to  that  condemnation  suit  in  the  with- 
drawn area  outside  of  the  naval  reserve  would  be  exactly  in  the  same 
situation  as  claimants  in  the  naval  reserve? 

Commander  Wright.  Yes. 

Mr.  Elston.  As  those  within  the  naval  reserves;  is  that  it? 

Commander  Wright.  Yes. 

Mr.  Elston.  Then,  if  your  suspension  clause  is  put  in  the  bill, 

?ou  would  not  be  insistent  that  the  equities  set  forth  in  the  bill  would 
e  entirely  of  your  own  definition,  would  you  ? 
Commander  Wright.  That  proposition  I  put  to  you  in  a  thing 
which  was  my  own  personal  belief.    The  equities  are  to  be  determined 
by  congress. 
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Mr.  Elston.  What  I  am  getting  at  is  this:  Mr.  Lenroot  touched 
upon  a  course  of  action  that  your  department  took  with  regard  to 
staying  the  consideration  or  passage  of  previous  bills,  having  is 
mind  the  protection  of  Naval  Reserve  No.  2  ? 

Commander  Wright.  Yes. 

Mr.  Elston.  If  this  clause  were  put  in  which  you  mentioned 
then  there  would  ba  no  depletion  at  all  ? 

Commander  Wright.  Then  there  would  be  no  depletion  at  all. 

Mr.  Elston.  Then  your  consideration  would  be  whether  the 
measure  of  equity  suited  or  did  not  suit  your  own  ideas  of  faimes. 
would  it? 

Commander  Wright.  Yes. 

Mr.  Elston.  As  to  that  you  have  no  concern  whatever,  have  vou* 

Commander  Wright.  Provided  that  the  claims  are  fully  laid  be 
fore  the  committee;  that  is  for  the  committee  to  determine. 

Mr.  Elston.  Your  only  consideration  in  this  matter  is  the  matter 
of  conserving  that  oil  supply  from  depletion? 

Commander  Wright.  Yes. 

Mr.  Elston.  And  you  have  no  concern  whatever  as  to  the  measure 
of  right  or  equity  land  down  by  this  committee  affecting  those  claim- 
ants within  the  naval  reserve,  your  prime  consideration  being  tLe 
mere  oil ;  is  that  right? 

Commander  Wright.  Yes.  As  long  as  we  are  involved  in  it,  how- 
ever, we  will  state  our  belief  in  the  measure  of  equity. 

Mr.  Elston.  You  will  make  that  as  a  suggestion? 

Commander  Wright.  Yes. 

Mr.  Elston.  But  that  suggestion  is  made  in  the  way  of  minimiz- 
ing the  depletion,  is  it  not? 

Commander  Wright.  Yes.  That  suggestion  of  mine  was  maJ€ 
from  my  own  idea  of  something  to  help  get  proper  legislation 
through. 

Mr.  Elston.  Mr.  Lenroot  has  developed  a  course  of  action  which 
you  said  the  Navy  Department  took  with  regard  to  suggestions  to 
Congress  as  to  what  it  should  do  or  should  not  do  in  the  consideration 
of  a  bill.  Now,  if  your  suspension  clause  is  retained,  but  if  the 
"  measure  of  equity,"  as  we  have  called  it  here,  was  not  in  exact  con- 
formance with  the  Navy's  sugsjestion,  would  you  people  feel  thit 
because  that  does  not  accord  with  your  views  or  with  the  advia*  •  * 
the  Attorney  General  it  would  be  up  to  you  to  make  suggestions  iv 
Members  of  Congress  and  the  Senate  as  to  their  action  on  the  pas^afj? 
of  the  bill? 

Commander  Wright.  I  have  never  discussed  that  proposition  witli 
the  Secretary  at  all. 

Mr.  Lenroot.  The  leasing  bill  you  have  not  discussed? 

Commander  Wright.  No;  the  proposition  that  Mr.  Elston  jwst 
developed  here,  the  proposition  that  the  bill  should  determine  i\vt 
measure  of  equity  to  be  applied  in  the  commandeering  bill,  that  this 
bill  should  state  the  equities  and  state  that  within  the  naval  reservp 
this  shall  serve  as  defining  the  measure  of  equity  to  be  compensated 
for  as  determined  either  in  this  bill  or  a  later  bill. 

Mr.  Elston.  If  the  relief  were  given  in  this  bill  and  it  passes,  ij- 
accordance  with  what  Congress  believes  is  fair  and  equitable,  and  it 
takes  up  later  this  condemnation  act,  do  you  believe  that  such  a  space 
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of  time  would  pass  between  the  passage  of  this  bill  now  under  con- 
sideration and  the  condemnation  act  as  would  jeopardize  the  oil  in 
Naval  Reserve  No.  2? 

Commander  AVrigiit.  Yes;  unless  the  suspension  clause  is  incor- 
porated. 

Mr.  Elston  (continuing).  By  reason  of  new  wells  being  drilled 
during  the  interim? 

Commander  Wright.  The  only  reason  I  did  not  suggest  that  this 
bill  itself  should  provide  for  the  compensation  of  the  equities  was 
the  fact  that  Mr.  Ferris  spoke  the  other  day  of  this  committee  not 
making  appropriations. 

Mr.  Elston.  Then,  if  that  is  true,  what  harm  could  come  from 
treating  equally  those  whom  you  say  are  in  like  position,  nnmely, 
those  inside  and  outside  the  naval  reserve,  by  making  relief  pro- 
visions for  them  all  in  this  bill,  with  the  relief  that  Congress  thinks 
and  the  committee  thinks  should  be  given  them,  without  any  reserva- 
tion such  as  you  suggest  with  regard  to  the  use  of  the  property,  and 
then  let  the  Government  come  along  with  its  condemnation  bill. 

Commander  Wright.  I  can  not  agree  with  that  at  all.  While 
simpl}^  the  working  of  these  wells  which  are  drilled  now  could  not 
affect  the  value  of  the  reserve  in  the  time  to  come,  yet  the  immediate 
opening  up  and  drilling  of  the  rest  of  the  reserve,  as  this  bill  would 
do,  if  you  put  in  more  than  the  well  leasing,  might  cause  suflBcent 
drilling  in  that  reserve  to  destroy  it. 

Mr.  Elston.  It  might? 

Commander  Wright.  Yes. 

Mr.  Elston.  Depending  on  the  length  of  time  elapsed  between  the 
passage  of  this  act  and  the  condemnation  act? 

Commander  Wright.  Yes. 

Mr.  Elston.  But  if  those  should  follow  one  another  during  the 
same  Congress,  do  you  think  that  would  be  material  at  all  ? 

Commander  Wright.  I  think  that  the  proper  thing  to  do  is  to  de- 
fine the  period  in  your  bill  and  not  leave  it  open. 

Mr.  Elston.  Do  you  want  to  define  it  in  such  a  way  that  the  Gov- 
ernment could  withhold  its  condemnation  suits  so  that  the  stay  clause 
would  prevent  any  use  of  the  lands? 

Commander  Wright.  There  is  no  question  but  that  the  Govern- 
ment would  go  ahead. 

Mr.  Elston.  When  do  you  think  the  Government  would  go  ahead 
with  its  condemnation  action  if  the  condemnation  act  is  passed? 

Commander  Wright.  Just  as  soon  as  the  proper  organization 
could  be  put  into  effect  for  taking  over  the  property. 

Mr.  Elston.  You  know  what  a  tangled  matter  this  is,  and  do  you 
believe  that  it  would  facilitate  somewhat  the  passage  of  the  con- 
demnation act,  if  you  did  not  take  that  as  the  exclusive  means  of  re- 
lieving these  oil  men  in  reserves,  but  permitted  the  present  act  to 
pass,  and  then  brought  your  condemnation  bill  into  play? 

Commander  Wright.  I  believe  that  would  seriously  menace  the 
reserve. 

Mr.  Elston.  But  it  would  facilitate  the  course  of  legislation? 

Commander  Wright.  I  do  not  see  why  it  should.  The  oil  men 
themselves  asked  to  have  the  naval  reserves  excluded  from  the  bill 
PS  it  pnssed  the  Senate.  They  certainly  could  not  object  to  this  bill 
determining  the  equities. 
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Mr.  Lenroot.  Would  you  mind  stating  why  they  made  this  re- 
quest? 

Commander  Wright.  They  wanted  the  relief  provision  in  the  bill 

Mr.  Lenroot.  They  wanted  to  get  it  with  your  opposition  ? 

Commander  Wright.  They  wanted  the  relief  provision  of  the  bill; 
they  wanted  the  most  that  they  could  get  out  of  it. 

The  Chairman.  Just  how  did  they  present  that  to  you,  Com- 
mander?   What  sort  of  a  conference  did  you  have? 

Commander  Wright.  It  was  just  informal  talks.  Mr.  Titus  is  not 
here,  and  I  very  much  prefer  to  talk  in  his  presence. 

The  Chairman.  Does  Mr.  Titus  agree  with  you  that  it  should  be 
eliminated  ? 

Commander  Wright.  They  proposed  that  that  method  be  taken. 

The  Chairman.  Did  they  write  you  a  letter  or  make  it  orally! 

Commander  Wright.  Orally,  and  I  informed  them  that  the  proper 
way  was  to  take  that  up  with  Congress. 

The  Chairman.  Did  Mr.  Titus  have  the  authority  to  make  that 
proposal  for  the  oil  men? 

Commander  Wright.  I  can  not  speak  for  the  oil  men.  I  do  know 
that  the  Senators  from  the  oil  regions  agreed  to  it. 

Mr.  Lenroot.  I  wish  you  would  ask  him  in  that  connection  as 
to  what  his  idea  of  their  purpose  was  in  making  that  proposal. 

The  Chairman.  I  was  trying  first  to  get  what  the  proposition  was 
This  is  a  somewhat  mooted  question  nere.  The  Senate  bill  does 
have  a  provision  eliminating  the  oil  reserves? 

Commander  Wright.  Yes. 

The  Chairman.  And  you  know  as  to  how  far  the  oil  men  agreed 
with  that  provision? 

Commander  Wright.  Simply  from  what  took  place.  I  know  the 
Honolulu  people  did  not  agree  to  it,  from  their  telegram. 

The  Chairman.  What  took  place  t  I  think  it  is  important  for  the 
record. 

Commander  Wright.  There  were  several  conferences  held.  I 
think  thej^  were  all  held  in  my  office — people  came  up  to  see  me  and 
talked  this  proposition  over.  , 

The  Chairman.  Who  came  to  see  you  ?  i 

Commander  Wright.  Mr.  Titus  was  the  principal  one.  i 

The  Chairman.  He  represented  the  companies  out  there,  did  hi! 
not?  { 

Commander  Wright.  He  represents  the  biggest  oil  interests  oati 
there. 

The  Chairman.  Had  he  a  conference  with  the  Senators  aboi^ 
that? 

Commander  Wright.  Then,  as  I  say — ^I  do  not  know  whether  il 
was  on  my  suggestion  or  what  it  was — ^that  they  took  it  up  with  tM 
Senators,  the  idea  being  that  the  commandeering  bill  should  cooa 
along  and  look  out  for  the  naval  reserve. 

Mr.  GnxETTE.  May  I  ask  a  question  there,  Mr.  Chairman) 

The  Chairman.  Yes. 

Mr.  GiixETTE.  Is  it  not  a  fact.  Commander,  that  the  bill  was  p 
pared  as  rough  draft  and  presented  to  Mr.  Titus,  to  the  effect  i 
all  these  claims  involved  in  the  reserve  should  first  be  passed  up: 
and  be  determined  by  the  Secretary  of  the  Interior  before  compel 
sation  was  to  be  made? 
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Commander  Wright.  I  showed  no  bill  whatever  to  Mr.  Titus. 

Mr.  Gillette.  I  asked  you  if  such  a  bill  was  not  prepared  and 
shown  to  Mr.  Titus  ? 

Commander  Wright.  If  such  a  draft  was  prepared,  but  whether 
it  was  shown  to  Mr.  Titus  or  not  I  do  not  know. 

Mr.  Gillette.  And  was  not  a  copy  of  it  given  to  Mr.  Titus? 

Commander  Wright.  I  think  you  had  better,  Mr.  Chairman,  call 
Gov.  Gillette  to  answer  those  questions;  I  am  not  in  a  position  to 
answer  them. 

Mr.  Gillette.  He  showed  me  a  copy  of  it;  that  is  all  I  know 
about  it. 

The  Chairman.  You  did  not  give  them  f 

Commander  Wright.  I  did  not. 

Mr.  Gillette.  Do  you  know  of  such  a  draft  being  made? 

Commander  Wright.  Yes. 

Mr.  Gillette.  By  the  Navy  Department  ? 

Commander  Wright.  It  was  by  the  Navy  Department  and  the 
Department  of  Justice. 

Mr.  Gillette.  And  that  bill  was  to  be  introduced? 

Commander  Wright.  There  was  no  agreement  at  the  time  that  the 
proposal  to  eliminate  the  reserve  was  made  that  any  bill  would  be 
introduced. 

Mr.  Gillette.  And  was  there  not  a  letter  written  by  Secretary 
Daniels  to  Senator  Swanson  along  those  lines? 

Commander  Wright.  There  was  a  letter  written  by  Secretary 
Daniels  to  Senator  Swanson. 

Mr.  Gillette.  And  was  not  that  letter  shown  and  the  original 
given  to  Mr.  Titus? 

Commander  Wright.  Who  gave  it  to  him  I  do  not  know. 

Mr.  Gillette.  And  is  it  not  a  fact  that  after  the  bill  passed  the 
Senate  that  is  now  being  considered  here,  when  the  commandeering 
bill  was  introduced,  there  was  left  out  of  it  the  provision  that  the 
rights  of  these  people  were  to  be  determined  in  the  Interior  Depart- 
ment? 

Commander  Wright.  The  draft  of  the  bill  was  different  after- 
wards ;  it  was  not  considered  by  the  oil  men  in  the  original  form  at 
all,  so  far  as  I  know.  They  probably  obtained  it  through  Senator 
Swanson. 

Mr.  Gillette.  I  know  that  the  bill  was  shown  to  Mr.  Titus,  and  the 
letter  that  was  shown  to  Mr.  Titus  was  not  the  bill  to  take  care  of 
the  oil  men. 

The  Chairman.  Let  me  inquire  of  you,  Governor,  who  did  give  the 
bill  to  Mr.  Titus? 

Mr.  Gillette.  The  bill  was  handed  to  Mr.  Titus  by  somebody  in 
connection  with  this  conference.  I  do  not  know  whether  it  was 
through  Commander  Wright.  He  says  it  was  not.  It  might  have 
been  through  Senator  Swanson.  But,  at  any  rate,  I  saw  the  bill 
which  was  prepared  that  was  intended  to  be  introduced  and  letter 
from  Secretary  Daniels  concerning  it,  and  I  am  trying  now  to  find  a 
copy — ^that  these  matters  should  be  submitted  to  the  Interior  Depart- 
ment and  settled  by  that  department  before  compensation  was  made 
in  all  these  disputed  claims.  Now,  after  the  bill  passed  the  Senate 
and  came  over  here,  the  Navy  introduced  or  caused  to  be  introduced 
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a  bill  which  left  that  entirely  out  and  took  it  away  from  the  Interior 
Department,  where  we  thought  we  should  have  it;  and  for  the  pur- 
pose of  reaching  the  Honolulu  case. 

Commander  Wright.  Mr.  Chairman,  during  the  time  I  have  been 
listening  to  these  oil  men  in  these  hearings  I  have  carefully  refrained, 
although  I  was  here  at  the  invitation  of  the  committee,  asking  any 
questions  of  the  oil  men.  I  allowed  them  to  present  their  case,  and  I 
think  it  much  better  to  call  the  people  in  Question. 

The  Chairman.  Any  questions  you  think  are  embarrassing  you  ar^ 
at  liberty  not  to  answer. 

Commander  Wright.  No;  there  is  no  embarrassment,  so  far  as  I 
am  concerned. 

The  Chairman.  The  Governor's  questions  were  a  little  infoniial 
and  interrupted  you,  of  course,  but  I  can  see  no  harm  in  the  questions 
be  has  propounded. 

Mr.  Baker.  As  a  matter  of  fact.  Commander,  was  not  the  letter 
concerning  this  proposed  legislation  and  the  letter  by  the  Secretary 
of  the  Navy  to  Senator  Swanson  in  existence  and  produced  befire 
the  bill  in  the  Senate  could  be  brought  up  for  hearing? 

Commander  Wright.  Whether  it  was  contingent? 

Mr.  Raker.  Not  exactly  "  contingent,"  but  sort  of  linked,  as  it 
were,  together  at  that  time? 

C^ommander  Wright.  That  was  where  they  were  linked  together 
on  these  two  bills. 

Mr.  Raker.  In  other  words,  the  Navy  Department  had  said,  "  Here, 
now,  we  don't  want  any  legislation"? 

Ccmmander  Wright.  No;  I  beg  your  pardon.  The  Navy  Depan- 
ment  had  not  said  that. 

Mr.  Raker.  I  will  put  it  this  way,  that  this  particular  remedial 
feature  ought  not  to  go  through  right  now,  and  it  had  better  Iv 
held  up  a  little  while;  and  then  pending  that,  when  this  propo><''l 
draft  was  had,  and  the  letter  to  Senator  Swanson,  the  strings  w^rt 
sort  of  let  loose  and  the  Senate  then  considered  the  bill  something  lik- 
that. 

Commander  Wright.  In  the  original  draft  there  was  nothing  sai  1 
about  the  separate  bill  at  all.  That  was  an  afterthought  as  far  a.- 
the  oil  men  were  concerned,  the  commandeering  bill,  although  we  haC 
drawn  it  up  long  before. 

The  Chairman.  If  any  conferences  were  had  regarding  the  com 
mandcering  bill,  it  was  between  the  Senators  and  not  between  your 
self  and  the  oilmen;  is  that  it? 

Commander  Wright.  It  was  practically  all  between  the  Senatt  rs 
I  know  Mr.  Titus  and  myself  mentioned  that  commandeering  hi. 
once  or  twice  in  our  conversation. 

Mr.  Barnett.  Mr.  Chairman,  may  I  suggest  that  I  do  not  wixut  \h 
record  to  appear  that  any  of  the  oil  men  attempted  to  interfere  wir'i 
making  a  full  statement  of  the  disposition  and  I,  speaking  a-  tIk 
chairman  of  the  oil  men's  committee,  think  that  Commander  Wriiri  * 
should  be  permitted  to  proceed  without  interruptions  from  anyN«:.' 
outside  to  make  liis  statements,  and  I  would  like  to  ask  that  Cto> 
Gillette  be  permitted,  after  the  commander  has  concluded,  to  state  I  • 
side  of  the  matter. 

Commander  Wright.  I  asked  not  to  be  requested  to  answer  the-- 
questions  without  Mr.  Titus  being  present. 
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Mr.  Barnett.  I  do  not  want  any  inference  here  that  any  of  the 
oil  men  were  attempting  to  interrupt  Commander  Wright  in  making 
his  statement. 

Mr.  Lenroot.  The  desire  is  that  Grov.  Gillette  be  permitted  to  make 
his  statement  afterwards. 

The  Chairman.  I  did  not  think  that  was  the  idea. 

Commander  Wright.  I  did  not  understand  it  as  interruption  of 
the  oil  men  or  anything  of  the  kind.  I  understand  it  as  Mr.  Bamett 
says. 

Mr.  Baker.  Did  the  Navy  Department  or  any  of  those  connected 
with  the  Navy  Department  have  conferences  with  the  Senators  rela- 
tive to  the  oil  bill? 

Commander  Wright.  Yes;  Senator  Swanson  did.    • 

Mr.  Saker.  I  know,  but  about  the  Senator's  bill  ? 

Commander  Wright.  I  say  that  Senator  Swanson,  the  chairman  of 
the  Naval  Affairs  Committee  over  there,  probably  had  talks. 

Mr.  Raker.  Did  you  go  over  it  with  the  Senator? 

Commander  Wright.  Yes ;  we  talked  it  over ;  we  discussed  it. 

Mr.  Raker.  Senator  Swanson's  position  was  to  keep  the  oil  bill 
from  getting  its  early  disposition  on  the  calendar  of  the  Senate  unless 
some  arrangement  could  be  made,  do  you  know  ? 

Commander  Wright.  I  can  not  discuss  the  motives  of  the  Senator. 

Mr.  Raker.  Well,  was  it  discussed  between  you  and  the  Senator 
in  any  way  that  you  thought  the  oil  bill  that  passed  the  Senate  ought 
not  to  be  brought  up  hurriedly  in  the  Senate  imtil  some  arrange- 
ments could  be  made  by  the  Navy  relative  to  the  claimants  in  naval 
reserves  ? 

Tire  Chairman.  I  have  grave  doubts  as  to  whether  we  ought  to 
ask  the  commander  as  to  the  conferences  with  Senators. 

Commander  Wright.  The  discussions  on  this  matter  between  Mr, 
Titus  and  myself  I  considered  entirely  informal.  The  proposal  was 
made  by  the  oil  men's  representative.  It  was  a  proposal  and  not  an 
agreement  and  I  did  not  consider  it  binding  them  to  any  course  of  ac- 
tion. It  was  as  far  as  the  floor  of  the  Senate  was  concerned,  en- 
tirely between  Senators.  I  do  not  feel  that  I  want  to  make  it  appear 
that  the  oil  men 

Mr.  Lenroot  (interposing).  You  do  not  charge  any  breach  of 
faith? 

Commander  Wright.  I  am  not  charging  any  breach  of  faith  or 
anything  of  the  kind;  that  is  a  matter  of  the  legislative  body,  not 
for  people  who  may  be  discussing  ways  and  means  in  an  informal 
manner. 

Mr.  Elston.  When  you  say  that,  you  refer  to  appearing  before 
this  committee  for  affirmative  relief? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  One  question  on  this  commandeering  bill.  Com- 
mander, I  think  you  stated  that  you  thought  the  commandeering  bill 
Erotected  any  equities  in  naval  reserve  that  these  claimants  might 
ave? 

Commander  Wright.    Yes. 

Mr.  Lenroot.^  Would  you  point  out,  Commander,  where  you  think 
that  protection  is  given  in  the  bill  ? 

4747C— 18 ^71 
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Commander  Wright  (reading) : 

Beo.  4.  Tlint  the  President  is  hereby  aathoritsed,  in  sach  manner  as  he  imy 
direct,  to  agree  with  any  claimant  or  owner  of  any  property  token  under  this 
Oct  upon  n  division  of  lands  or  the  proceeds  of  operation,  upon  any  exchange 
of  lan<ls  without  the  naval  petroleum  reserves  for  lands  within  the  reserve^ 
or  upon  a  compensation  in  money  for  tlie  relinquishment  or  transfer  to  tlie 
United  States  of  any  such  claim  or  property,  and  auy  amount  so  agreed  upoo 
fibali  be  paid  by  the  Treasurer  to  such  claimant  or  owner.    *    •     ^ 

Mr.  Lenkoot.  Then  you  think  that  that  is  a  guarantee  of  protec- 
tion for  those  claimants? 

Commander  Wright.  I  think  so ;  yes,  sir. 

Mr.  Lexroot.  The  President  does  not  have  to  do  one  thing,  no 
matter  what  the  equities  may  be.  It  is  wholly  up  to  him.  Is  there 
anything  in  that  bill  that  guarantees  or  protects  any  equitable  rights 
whatever? 

Commander  Wright.  Not  in  specific  terms;  no,  sir. 

Mr.  Lenroot.  It  is  wholly  a  matter  of  cooperation  with  the  Presi- 
dent. 

Commander  Wright.  It  is  an  indefinite  matter  of  that  kind,  yoa 
cannot  prescribe  the  equities. 

Mr.  Lexroot.  Oh,  yes,  you  could. 

Commander  Wright.  I  was  saying  to  Mr.  Elston  the  provision 
was  in  this  bill,  that  it  should  determine  the  measure  of  equity  be- 
fore it  could  be  inserted  in  this  bill. 

Mr.  Elstox.  Then  the  President  would  not  come  into  the  matter 
at  all,  because  it  would  then  be  merely  a  valuation  matter. 

Commander  Wright.  Yes,  the  President  would  come  into  it,  be- 
cause it  would  be  a  question  of  valuation ;  it  would  be  a  question  of 
whether  the  claimants  on  there  decide  to  accept  the  measure  of  equity. 
One  of  the  Honolulu  people  stated  the  other  day  that  he  did  not 
think  the  Honolulu  people  would  accept  a  compromise. 

Mr.  Elston.  Do  you  think  it  would  be  inappropriate,  then,  to  fix 
the  measure  of  "  equity,"  as  you  used  the  phrase,  in  the  commandeer- 
ing bill  itself,  as  to  those  who  wished  to  take  advantage  of  it,  leaving 
to  the  President  the  adjustment  of  matters  with  those  who  did  not 
care  to  take  the  alternative  of  the  relief  provision? 

Commander  Wright.  If  you  pass  the  bill  eliminating  naval  re- 
serves ;  yes  sir.  If  you  take  that  method  of  doing  it,  eliminating  the 
naval  reserves  at  all,  I  believe  it  should  be  in  the  bill. 

Mr.  Lexroot.  One  more  question.  Commander:  If  the  committee 
should  determine  to  give  relief  within  the  naval  reserves  as  well  as 
outside,  and  the  bill  should  pass  in  that  form,  this  commandecrin<; 
bill  should  later  pass,  the  commandeering  bill  would  supercede,  woulJi 
it  not,  any  relief  that  we  may  give  in  this  leasing  bill  ? 

Commander  Wright.  That  was  my  suggestion,  that  this  leadng 
bill  should  determine  the  measure  of  relief. 

Mr.  Lexroot.  Suppose  we  had  the  leasing  bill  just  as  it  is  no^ 
upon  the  calendar,  provided  section  12  in  its  present  form  should  in- 
elude  the  naval  reserve? 

Commander  Wright.  Yes. 

Mr.  Lexroot.  But  later  this  commandeering  bill  passed,  that 
would  supercede  so  much  of  the  proviso  of  section  12  as  would  cover 
the  naval  reserve,  would  it  not? 

Commander  Wright.  Are  you  referring  to  the  measure  of  eqnitr 
or  to  taking  it  over? 
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Mr.  Lekkoot.  The  application  would  be  general.  If  we  passed  the 
leasing  bill  throwing  the  Naval  Reserve  No.  2  open  to  leasing,  and 
then  later  this  commandeering  bill  should  pass,  this  commandeering 
bill  would  supercede  this  other  bill  so  far  as  it  affects  the  naval  re- 
serves, would  it  not?  * 

Commander  Wright.  I  assume  that  it  would  supersede  as  far  as 
the  leasing  features  are  concerned,  but  I  do  not  assume  that  it  would 
supercede  the  measure  of  equity  or  measure  of  relief  as  determined  by 
this  bill. 

Mr.  Elston.  So  that  in  the  compromise  the  President  would  not 
be  able  to  fix  the  value  of  the  property  which  was  proffered  to  him 
in  the  compromise,  but  merely  negotiate  a  compromise  on  all  other 
features,  unless  the  claimant  himself  wanted  to  say, "  I  will  take  your 
valuation  and  your  designation  of  my  rights." 

Commander  Wright.  The  wording  of  the  bill  is  exactly  the  same 
as  all  others  providing  methods  of  taking  over  by  commandeering. 
In  the  bill  it  is  exactly  the  same  as  the  wording  in  the  other  com- 
mandeering bills  that  have  been  passed. 

Mr.  LE^'ROOT.  Let  me  put  it  in  a  different  form:  Any  legislation 
that  we  might  have  in  this  general  leasing  bill  affecting  Naval  Re- 
serve No.  2  would  not  interfere  in  the  slightest  degree  with  any 
action  that  might  be  later  taken  with  reference  to  the  passage  of  the 
commandeering  bill,  unless  it  be  laying  down,  because  we  have  given 
a  preferential  right  to  lease  the  measures  of  compensation. 

Commander  Wright.  Except  that  you  would  open  by  passing  this 
bill  with  the  naval  reserves  in  and  without  any  saving  clause — ^you 
would  open  up  naval  reserves  in  the  meantime. 

Mr.  Lenroot.  I  am  assuming,  Commander,  the  bill  passes  later 
this  session. 

Commander  Wright.  We  can  not — ^when  we  get  a  serious  proposi- 
tion like  the  reserve — we  assume  one  bill  will  pass.  It  can  be  pro- 
vided in  here  that  this  shall  determine  the  measure  of  equity. 

Mr.  Lenroot.  The  committee,  in  considering  this  matter,  might 
feel  that  if  no  commandeering  bill  is  to  be  passed,  affirmative  should 
be  given  in  this  leasing  bill.    You  can  see  that? 
Commander  Wright.  Yes. 

Mr.  Lenroot.  Ought  the  committee  then  be  governed  at  all  by 
ivhat  might  possibly  follow  in  a  commandeering  bill? 

Commander  Wright.  If  the  committee  does  it  that  way,  I  believe 
that  they  should  make  a  provision  for  money  compensation  within 
the  naval  reserve  of  such  relief  as  they  majr  give. 

Mr.  Lenroot.  I  understand  that  is  the  view  of  the  Navy,  but  this 
committee  ought  not  to  be  influenced  in  its  action  upon  this  bill  by 
Tvhat  may  be  done  upon  the  commandeering  bill;  is  not  that  true? 
Because,  if  the  commandeering  bill  is  passed  or  repeals  so  much  as 
-^^ve  may  provide  with  reference  to  the  naval  reserves. 

Commander  Wright.  But  if  you  are  throwing  the  naval  reserves 
open — if  you  do  not  consider  the  commandeering  bill,  you  must  con- 
sider that  you  are  throwing  the  naval  reserve  open. 

Mr.  Lenroot.  I  understand.  We  must  consider  just  the  same  as  if 
t'here  was  no  commandeering  bill  in  this  and  must  consider  the 
future  of  the  naval  reserves. 

(Tliereupon,  at  6.80  o'clock  p.  m.  the  committee  adjourned  to  meet 
l^onday,  March  4, 1918,  at  10  o'clock  a.  m.) 
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House  of  Refsesentatives, 
Committee  on  the  Public  Lands, 

Monday^  March  ^,  1918, 

The  committee  rati  at  10.30  o'clock  a.  m.,  Hon  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Mays.  Mr.  Chairman,  before  Commander  Wright  starts,  I 
have  here  a  telegram  from  the  oil  section,  Utah  Chapter,  American 
Mining  Congress,  bearing  upon  the  oil-shale  question,  that  I  would 
like  to  put  into  the  record  at  this  point,  showing  their  opinion  aboat 
it,  and  reserving  the  right  to  put  in  some  information  which  they 
are  forwarding  on  the  subject. 

The  Chairman.  Without  objection,  that  may  be  done. 

(The  papers  referred  to  follow:) 

Hammond  &  Hammoni>, 
Salt  Lake  City,  Utah,  March  5,  WS, 
Hon.  James  H.  Mays, 

House  of  Representatives,  Washington,  D.  C, 

Dear  Sib:  I  am  informed  that  the  Walsh-Pittman  bill  pending  in  Congress 
provides  for  royalties  on  all  oil  lands.  I  haven't  a  copy  of  the  bill,  but  I  am 
informed  that  the  bill  is  so  worded  that  it  may  Include  oil  shale  lands. 

As  you  know,  there  are  considerable  quantities  of  oil-shale  lands  in  rh*5 
State.  The  cost  of  a  plant  necessary  to  extract  oil  from  the  shales  is  quite 
high,  and  by  reason  of  this  fact  none  of  the  oil-shale  lands  in  this  State  have 
been  utilized.  There  are  now  several  companies  in  the  process  of  format^oc 
for  the  purpose  of  extracting  the  oil  from  the  shales  in  this  State,  but  no 
account  of  the  large  investments  involved,  it  Is  questionable  If  any  plants  wiU 
be  establ.'shed,  if  the  Government  requires  a  royalty  on  oil-shale  lands. 

In  view  of  the  requirements  for  oil  and  gasoline,  it  seems  to  me  that  it  woulu 
be  extremely  desirable  for  the  Government  to  encourage  the  utilization  of  tbe 
oil-shale  lands,  and  It  could  be  most  readily  done  by  exempting  them  from  all 
royalties. 

If  there  !s  any  uncertainty  as  to  the  meaning  of  the  bill  now  pending,  it 
should  explicitly  exempt  oil-shale  lands  from  any  rentals  or  royalties. 

We  have  just  prepared  some  articles  of  Incorporation  for  a  large  corporation 
contemplating  the  establishment  of  a  plant  to  operate  on  some  oil-shale  lamls 
in  this  State,  but  they  are  hesitating  to  complete  the'r  organizaion  on  account 
of  probable  royalties  that  might  be  required  by  the  Government  and  whidi 
might  take  all  of  the  profits  earned  by  the  venture. 
Yours,  truly, 

J.  T.  Hammond. 


Salt  Lake  Crrr,  March  2,  191B- 
Hon.  James  H.  Mays, 

M^ashington,  D.  C, 

Honorable  Sir:  It  has  recently  come  under  our  notice  that  a  bill  is  now 
pending  which,  if  It  passes,  would  seriously  impair  the  shale  industry  in  thL< 
State,  where  a  very  plentiful  amount  of  rich  shale  Is  to  be  had.  We  theref««v 
beseech  you  to  use  your  'nfluence  against  the  passage  of  any  such  measure  that 
has  a  tendency  to  militate  against  the  Interests  of  our  State. 

We  desire  that  the  oil-shale  lands  should  be  held  under  the  placer  hydrt>cnr- 
bon  location  as  It  Is  now  and  until  such  time  as  a  process  has  been  determineO 
whereby  shale  can  be  handled  commercially. 

Utah  being  rich  in  shale  and,  as  you  realize,  being  somewhat  of  an  unknotrB 
product  up  to  the  present,  we  are  anxious  to  conserve  the  Interests  of  tbe  Str.:^ 
and  look  to  you  to  use  your  Influence  against  the  passage  of  the  ferry  bilL 

Thanking  you  in  advance,  we  remain, 

Utah  Karns  Tunneling  Machine  Ca, 
J.  R.  Belcher,  President. 
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Federal  Shau:  Oil  &  Refining  Co., 
Salt  Lake  City,  Utah,  March  ft,  1918. 

Hon*  James  H.  Mays, 

Washington,  D.  C, 

Honorable  Sir:  Being  on  the  executive  committee  of  the  oil  section  of  the 
Utah  Chapter  of  American  Mining  Congress,  as  well  as  being  directly  connected 
with  one  of  the  largest  oil-shale  corporations  in  this  State,  I  am  taking  the 
liberty,  in  behalf  of  the  welfare  of  the  State  of  Utah,  to  write  you  ask'.ng  that 
you  use  your  influence  not  to  defeat  the  Walsh-Pittman  bill  that  is  now  up  to 
the  House,  but  to  have  a  clause  inserted  whereby  oil  shales  and  sands  will  be 
exempted  from  this  bill. 

Should  this  bill  go  through  as  it  now  stands.  It  would  mean  absolute  ruin 
to  the  oil-shale  industry,  as  the  margin  of  profit  is  so  small  and  the  cost  of 
erecting  a  plant  that  would  enable  a  corporation  to  declare  dividends  will  cost 
not  less  than  $700,000,  so  should  a  corporation  be  forced  to  pay  a  royalty  it 
means  failure,  whereas  if  the  clause  is  inserted  it  means  that  a  great  deal  of 
the  waste  lands  of  Utah  will  be  turned  into  valuable,  thriving  districts,  which 
will  double  the  population  of  this  State  in  a  very  few  years. 

Thankine  you  for  whatever  you  may  be  able  to  do  in  this  matter,  I  remain. 
Faithfully,  yours, 

J.  R.  HiBBS. 


March  5,  1918. 
Mr.  W.  H.  Childs, 

Chairman  Oil  Section,  Utah  Chapter, 

American  Mining  Congress,  Salt  Lake  City,  Utah. 

Dear  Sib:  Your  committee,  appointed  to  gather  facts  and  figures  covering 
the  production  of  oil  and  other  products  from  oil  shale  and  oil  sands,  wish 
to  report  as  follows: 

1.  Area, — ^There  are  In  the  States  of  Colorado,  Utah,  Wyoming,  and  Nevada 
several  hundred  thousand  acres  of  land  underlaid  with  oil  shale  and  oil  sands 
which  vary  greatly  as  to  contents.  01  this  enormous  acreage  there  is  but  a 
small  percentage  which  carries  sufllcient  values  to  Justify  development.  The 
great  bulk  of  these  shales  and  sands  are  in  remote  localities  away  from  trans- 
portation facilities  and  other  requirements,  such  as  water,  etc. 

2.  Percentage  of  oil  in  shales, — As  stated,  the  shales  vary  greatly  in  the 
amount  of  oil  content,  not  only  as  between  different  localities,  but  in  the  same 
beds  are  found  lean  and  fat  streaks,  parts  of  which  Justify  development  and 
other  parts  which  do  not.  For  this  this  reason  small  tracts  of  land  would  not 
Justify  big  exi)enditures  for  development.  The  percentage  of  oil  content  varies 
from  7  gallons  to  the  ton  to  60  gallons  to  the  ton,  but  the  average  is  less  than  30 
gallons.     (See  U.  S.  Geological  Survey  Bulletin  No.  641-F.) 

3.  Investments. — We  find  that  development  would  not  be  Justified  on  any 
shale  deposits  that  did  not  average  30  gallons  or  over  per  ton,  and  tlmt  unless 
operations  were  carried  on  with  a  very  large  tonnage  and  low  overhead  ex- 
penses development  would  not  be  Justified  at  all.  The  lowest  plant  capacity 
Justifiable  would  be  1,000  tons  per  day  capacity. 

The  cost  of  equipment  for  mining  operations  for  the  production  of 

1,000  tons  per  day  would  be  not  less  than $100,000 

The  cost  of  an  extraction  plant  for  handling  1,0(X)  tons  per  day  would 

be  not  less  than 350, 000 

The  cost  of  a  refining  plant  to  refine  and  prepare  for  market  the 

various  products  from  1,000  tons  a  day  would  be  not  less  than 300,  OOO 

Making  a  total  investment,  to  begin,  not  less  than 750,000 

4.  Mining, — Since  it  is  necessary  to  mine  these  shales  or  sands,  and  since  they 
ore  mostly  covered  by  a  heavy  overburden,  the  mining  cost  is  difficult  to  deter- 
mine. However,  we  have  gatheretl  figures  showing  the  cost  to  be  from  50  cents 
per  ton  to  $1.50  per  ton,  and  we  think  that  a  dollar  per  ton  average  is  the  least 
ix>ssible  calculable  figure.  Where  the  shales  carry  no  overburden  and  the  l^ds 
are  exposed  so  they  can  be  mined  by  steam-shovel  operations,  the  cost  will  not 
exceed  50  cents  a  ton,  but  where  they  are  heavily  overburdened,  requiring  opera- 
tion similar  to  coal  mining,  it  will  cost  as  much  or  more  than  It  does  to  mine 
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coal,  which  at  the  present  time  In  the  State  of  Utah  la  approximately  $L50  per 
ton.  There  will  be  an  added  expense  where  the  operations  are  removed  Tcrj 
far  from  railroad  transportation,  and  we  have  therefore  decided  that  tbe  aver- 
age  will  be  about  $1  per  ton.  Including  Interest  and  overhead. 

5.  Extraction. — ^The  cost  of  extraction  will,  like  tlie  mining  cost,  vary  in  tbe 
dlilereut  locations  and  with  the  different  shales,  which  will  require  different 
treatment,  etc.  However,  upon  investigation  we  liave  liad  figures  furnished 
estimating  tbe  cost  of  extraction  from  $1.25  to  $1.75  per  ton,  which  are  on- 
doubted  ly  correct,  since  it  requires  destructive  distillation  with  supertieated 
steam  to  extract  the  oil  content ;  the  average  cost  per  ton  would  be  $LSKk  This 
cost  includes  interest  and  overhead. 

6u  Refining. — ^The  cost  of  refining  the  entire  product  for  market,  including 
tlie  oil  and  nulphate  of  ammonia  (If  the  latter  Is  worth  saving),  would  not  be 
less  than  $1.50  per  contents  of  1  ton  of  shale  or  sand.  This  cost  inclwtei 
interest  and  overhead. 

The  average  total  cost  of  mining,  extracting,  and  refining  per  ton  would 
be  $4. 

7.  Products  and  their  value. — Due  to  the  remoteness  of  the  shales  and  sanda 
from  trausix)rtatlon  and  market,  It  is  doubtful  If  at  the  present  time  the  saving 
of  sulphate  of  ammonia  and  gas  would  be  profitable;  therefore  the  only  thhig 
that  could  be  figured  on  at  present  is  the  oil  content,  and  on  the  basis  of  the 
lowest  ix)sslble  average  which  would  justify  development  of  30  gallons  pu"  ton 
the  following  figures  would  apply : 

Naphtha  content  of  oil,  8  per  cent  of  80  gallons,  equals  2.4  gallons*  at 

18  cents  per  gallon fOi  437 

Illuminating  oils,  40  per  cent,  or  12  gallons,  at  8  cents  a  gallon .96 

Lubricating  oil,  40  per  cent,  or  12  gallons,  at  12i  cents  per  gallon L  50 

Purafiiu  wax,  12  per  cent,  or  25  pounds,  from  80  gallons,  at  5  cents 
per  ix)und L  25 

The  sulphate  and  gas  can  not  be  included,  because,  as  stated,  it  Is  haidlr 
possible  that  a  saving  can  be  made  profitable  at  the  present  market  price. 

The  total  market  value  per  ton  as  given  above  would  be,  on  the  basis  d 
80  gallons  per  ton,  $4.14. 

Vonclusiun. — The  oil  shale  and  oil  sand  business  is  not  an  oil  drilling  pn3po- 
sition,  but  rather  a  mining  and  manufacturing  proposition;  it  has  never  beeo 
worked  out  on  a  commercial  scale  in  America;  much  new  and  experimental 
work  will  be  required,  theories  will  not  satisfy  investment  capital.  The  pending 
oil-leasing  bill  in  Congress  would  be  impossible  of  application  to  the  oil  shale 
and  oil  sand  business  and  permit  or  justify  the  investment  of  capital  foe 
development. 

Six  hundred  and  forty  acres  of  oil  shale  land  which  might  contain  hut  a  very 
small  amount  of  shale  justifying  treatment  would  be  entirely  too  small  a  tract 
to  Justify  the  investment  of  $750,000. 

Our  figures  show  that  it  will  require  for  the  development  of  this  indostry 
great  sums  of  capital,  because  with  a  cost  of  $4  per  ton,  the  return  of  $4.14 
is  a  very  small  margin  on  which  to  work,  and  only  by  exceedingly  large  openk- 
tlons  will  any  company  be  justified  In  developing  this  Industry.  In  fact,  \re 
are  of  the  opinion  that  capital  can  not  be  attracted  except  where  the  shales 
are  shown  to  contain  a  high  amount  of  oil  content,  and  since  this  is  in  streaks 
it  will  not  be  possible  to  operate  on  such  small  tracts  of  land  as  6^  acres; 
neither  will  it  be  possible  to  pay  50  cents  per  acre  rental,  or  12|  per  cent 
of  the  gross  income  as  royalties. 

We  believe  that  the  pending  oil-leasing  bill  In  C!ongres8  is  not  applicable  to 
the  oil  shale  and  oil  sand  industry,  and  if  passed  in  its  present  form  and  tbe 
Interior  Department  construes  It  to  cover  these  oil  shale  and  oil  sand  hinils 
(which  are  classified  by  it  as  petroleum  and  sulphate  land),  as  intimated  by 
the  officials  of  that  department,  the  industry  will  be  killed  in  embryo,  anil 
this  vast  ix)tential  wealth  will  be  Impossible  of  development  for  a  long  time  to 
come. 

If  Congress  is  really  desirous  of  having  these  latent  resources  developed  and 
used  by  the  present  generation  it  should  either  except  these  lands  from  the 
pending  oil-leasing  bill  and  provide  that  they  shall  be  taken  up  under  the 
present  placer  laws,  or  pass  special  legislation  to  govern. 

We  recommend  that  these  figures  be  forwarded  to  our  representatives  In 
Ck>ngress  and  that  the  Utah  delegation  be  asked  to  use  its  utmost  influence  anil 
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effort  to  have  oil  shale  and  oil  lands  exempted  from  the  leasing  bill,  so  that 
an  industry  which  will  mean  much  to  these  Western  States  and  to  the  entire 
Nation  will  not  perish  in  its  infancy. 
Respectfully  submitted. 

O.  W.  EwiNO, 
A,  V.  Taylob, 

Cammittee. 

William  H.  Child  &  Co., 

Salt  Lake  City,  March  S,  1918. 
Hon.  James  P.  Mays, 

Waahington,  D.  C. 

Deab  Sir:  I  am  inclosing  herewith  a  copy  of  the  report  of  the  committee 
appointed  by  the  oil  section  of  the  Utah  chapter,  American  Mining  Congress, 
charged  with  gathering  facts  and  data  relative  to  the  oil  shale  and  oil  sand 
mining  industry. 

The  oil  section  takes  pleasure  in  submitting  this  report  to  you  for  such  use 
as  you  see  lit  to  make  of  it. 

everybody  in  Utah,  without  question,  feels  that  it  would  be  a  calamity  to 
not  specially  except  oil  shale  and  oil  sand  deposits  from  the  provisions  of  tlie 
Walsh-Pitman  bill,  as  these  deposits  have  nothing  In  common  with  oil  field 
propositions  in  which  they  have  to  drill  and  prospect  for  oil. 

The  shales  and  oil  sands  crop  to  the  surface,  and  the  oils  they  contain  must 
be  recovered  by  milling  and  smelting  methods,  as  in  the  case  of  placer  saQds 
and  other  metalliferous  mining  deposits. 

Very  certain  that  you  will  do  all  possible  to  help  the  cause,  and  speaking 
for  the  section,  as  well  as  myself  individually,  I  am. 
Very  sincerely  and  respectfully,  yours, 

Wm.  H.  Child. 


Salt  Lak£  City,  Utah, 

March  S,  1918. 
James  H.  Mays, 

United  States  Congress,  Washington,  D.  C: 

Oil  section  of  Utah  chapter  American  Mining  Congress  have  passed  resolu* 
-tion  Appointing  committee  to  gather  and  submit  facts  to  Public  Land  Commit- 
tee of  the  House  covering  cost  and  production  on  products  from  oil  shale  and 
oil  r^and,  and  request  you  to  ask  House  committee  to  except  oil  shale  and  oil 
sand  requiring  mining  and  quarrying  from  the  pending  oll-leasing  bill,  and  if 
necessary  cover  it  by  special  legislation  later.    Facts  will  be  forwarded  soon 

as  possible. 

A.  V.  Taylob. 
O.  W.  EwiNo. 
L.  R.  Grafke. 

Mr.  Taylor.  Mr.  Chairman,  the  other  day  when  we  closed  up  on 
the  oil-shale  question  the  committee  adjourned  right  off,  and  I  have 
a  little  data  that  I  want  to  put  into  the  record  on  the  shale  matten 

The  Chairman.  Without  objection  then  that  may  be  done  at  this 
point. 

(The  matter  referred  to  follows  Mr.  Clay's  testimony.) 

The  Chairman.  You  may  proceed.  Commander  Wright, 

STATEMENT  OF  COMUANDEB  N.  H.  WEIGHT,  UITITEI)  STATES 

NAVY— Continued. 

Commander  Wright.  The  principal  claimants  for  the  unpatented 
lands  in  litigation  in  Naval  Reserve  No.  2  are: 

Acres. 

Associated  OH  Co 8S0 

Boston  Pnclflc  Oil  Co 100 

Carllwu  Oil  Co 80 

Consolidated  Mutual  Oil  Co 280 

General  Petroleum  Co 80 
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Acra. 

Honolulu  Consolidated  Oil  Co 2,73i) 

Midland  Oil  Fields  Co 4S0 

M.   &   W 20 

North  American  Oil  Co 640 

Northern  Exploration  Co 330 

Record   Oil   Co 40 

Standard   Oil   Co , 1,G20 

Union  Oil  Co ^ 

United  Oil  Co 400 

Wilkes,  A.  G 80 

Total 8,160 

The  Chairman.  Who  are  the  M.  &  W.  ? 

Mr.  J.  H.  G.  Wolf.  I  think  they  are  part  of  the  original  north 
half  of  the  south  half  of  section  32,  and  that  McLieod  and  his  co- 
locators  made  propositions  upon  and  gave  options  upon  that,  but  I 
don't  know  that  anyone  knows  who  has  those  options  at  this  time. 
They  are  not  developed. 

The  Chairman.  The  three  big  ones  in  that  list  are  the  Associated, 
the  Honolulu,  and  the  Standard) 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  are  there  other  private  holdings  than  those? 

Commander  Wright.  Those  are  the  only  unpatented  lands  in  liti- 
gation. 

The  Chairman.  Mr.  Titus's  holdings  are  what? 

Commander  Wright.  The  North  American  Oil  Consolidated ;  and 
I  think  he  is  connected  with  the   Consolidated  Mutual  also. 

Mr.  Mays.  Were  these  rights  all  initiated  before  withdrawal? 

Commander  Wright.  They  are  all  based  on  claims  initiated  before 
withdrawal. 

The  Chairman.  Of  course,  there  is  some  question  as  to  how  valid- 
they  were. 

Commander  Wright.  The  question  is  as  to  the  validity  of  the 
claims,  and  whether  they  have  complied  with  the  withdrawal  order. 
Otherwise  there  would  not  be  any  litigation. 

The  Chairman.  All  of  them  do  assert  that  they  were  initiated  in 
some  form  prior  to  September  27,  1909? 

Commander  Wright.  By  themselves  or  by  their  predecessors ;  yes. 
sir. 

The  Chairman.  Of  course  that  leaves  the  question  of  diligence 
and  sufficient  location  and  dummy  entries  still  undetermined. 

Commander  Wright.  Yes,  and  fraud,  and  so  forth. 

The  Chairman.  Now  before  you  pass  from  that,  do  you  have  just 
what  ones  of  those  claimants  that  you  have  just  mentioned  are  now 
in  litigation,  and  what  ones  are  operating  under  these  so-called 
temporary  contracts? 

Commander  Wright.  They  are  all  in  the  litigation.  There  are 
no  contracts  with  the  naval  reserves. 

The  Chairman.  They  are  sued  in  this  reserve,  and  there  are  no 
contracts  ? 

Commander  Wright.  No,  no  contracts  within  the  reserve. 

The  Chairman.  So  these  cases  that  you  have  just  read*  are  every 
one  in  some  sort  of  litigation,  are  they,  and  in  the  court  at  some  stage? 

Commander  Wright.  Yes,  sir. 
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Mr.  Smith  of  Idaho.  Were  these  suits  instigated  at  the  suggestion 
of  the  Secreary  of  the  Navy,  or  did  the  Department  of  Justice  take 
the  initiative  in  the  matter? 

Commander  Wright.  Upon  the  taking  over  of  the  reserves  by 
the  Navy,  and  an  appropriation  made  by  Congress  for  the  purpose  of 
looking  out  for  the  naval  reserve,  the  Navy  immediately  took  steps, 
of  course,  to  determine  the  status  of  claims,  in  order  to  have  things 
settled  as  soon  as  possible,  so  that  we  would  know  where  we  stood. 
Passing  to  the  lands  outside  the  reserves,  for  which  patents  had  been 
applied — these  figures  of  mine  are  for  last  fall,  and  I  have  not  had 

a  chance  to  correct  them  up  to  date 

Mr.  Cramton  (interposing).  Mr.  Chairman,  if  I  might  ask  a 
question  there,  was  there  litigation  pending  with  reference  to  these 
claims  at  the  time  the  naval  reserve  was  created? 

Commander  Wright.  I  think  I  can  tell  you  about  that. 
Mr.  Cramton.  I  understood  you  that  the  present  litigation  rather 
results  from  the  steps  taken  by  the  Navy  Department  after  it  was 
made  a  naval  reserve,    I  was  wondering  whether  there  was  any  liti- 
gation pending  before  that  also. 

Commander  Wright.  Six  withdrawal  suits  within  the  reserve 
were  begun  in  1915,  one  in  1916,  twenty-three  in  1917. 

Mr.  Cramton.  Then  there  was  no  litigation  pending  before  the 
date  you  mention? 

Commander  Wright.  No  litigation  except  in  the  claims  before  the 
Land  Office. 

Mr.  Elston.  It  appears  then.  Commander  Wright,  that  the  first 
suit — if  1915  is  the  date  of  the  first  commencement — commenced 
about  six  years  after  the  withdrawal  and  three  years  after  the  crea- 
tion of  the  naval  reserve. 

Commander  Wright.  Practically  all  litigation  was  held  up  pend- 
ing the  decision  on  the  Mid- West  case. 

Mr.  Elstok.  That  is  true  as  to  time?  My  statement  as  to  time  is 
correct. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  The  date  of  the  original  withdrawal  was  Sep- 
tember 27,  1909. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  the  date  of  creating  the  naval  reserve  was 
just  what  time? 

Commander  Wright.  The  date  of  creating  the  naval  reserves? 
The  Chairman.  Eeserve  No.  2. 

Commander  Wright.  No.  2  reserve  was  created  December  13, 1912. 
The  Chairman.  And  the  first  suit  was  filed  in  1915. 
Commander  Wright.  In  1915;  yes.    The  litigation  was  held  up 
pending  the  decision  of  the  Mid-West  suit. 

The  Chairman.  Not  quite  that,  was  it.  Commander?     Because 
the  Mid- West  suit  was  really  not  decided  until  last  summer,  was  it? 
Commander  Wright.  It  was  finally  decided  in  1915. 
The  Chairman.  So  the  suits  were  really  instituted  before  final 
determination  of  the  Mid-West  case. 
Commander  Wright.  Part  of  them  were. 
Mr.  Elston.  Most  of  them  were  afterwards. 

The  Chairman.  Most  of  them  were  brought  after  the  decision  of 
the  Mid-West  case. 
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Commander  Wright.  Yes;  most  of  them  were  brought  after  tbt 

The  Chairman.  But  the  one  suit  was  instituted,  the  first  suit  is- 
stituted  against  any  claimant  in  the  naval  reserve,  was  in  1915! 

Commander  Wright.  Yes,  sir. 

The  Chairman.  There  were  some  four  at  that  timet 

Commander  Wright.  Six  in  1915. 

The  Chairman.  And  that  was  how  many  years  now  after  the 
original  withdrawal? 

Commander  Wright.  That  was  six  years  after  the  1909  with- 
drawal. 

The  Chairman.  Then  how  long  after  the  withdrawal  for  naTtI 
purposes? 

Commander  Wright.  That  is  about  four  or  five  years. 

The  Chairman.  About  two  and  a  half  or  three  years,  isn't  it! 

Commander  Wright.  Oh,  yes,  two  to  three  years.  I  was  thinking 
about  the  withdrawal. 

Passing  to  the  unpatented  lands  outside  the  reserve — my  fifpu« 
are  for  last  fall,  and  if  you  wish  figures  up  to  date,  of  course  the  Land 
Office  can  furnish  them  to  you. 

The  Chairman.  What  are  you  giving  now? 

Commander  Wright.  Unpatented  proven  lands  outside  of  the 
reserve  for  which  application  for  patent  has  been  made. 

The  Chairman.  Outside  Reserve  No.  2? 

Commander  Wright.  Yes,  sir;  outside  of  the  naval  reserves,  in 
California. 

The  Chairman.  The  entire  State? 

Commander  Wright.  Yes,  sir.  The  total  unpatented  is  9.896.  of 
which  2,840  are  in  suit.  Those  reports  of  the  General  Land  Office 
are  good  on  2,140,  and  adverse  on  4,915.  Of  the  2,140  acres  on  which 
the  reports  of  the  General  Land  Office  are  good,  1,413  acres  are 
claimed  by  the  big  marketing  companies  in  California. 

The  Chairman.  By  the  Associated  and  the  Standard? 

Commander  Wright.  The  Associated,  the  General  Petroleum,  the 
Shell,  the  Standard,  and  the  Union. 

The  Chairman.  Have  you  the  sole  holdings  in  the  entire  State  of 
California  by  all  of  those  companies  just  mentioned? 

Commander  Wright.  Yes,  I  have  the  total  holdings. 

The  Chairman.  Could  you  give  that? 

Commander  Wright.  I  would  just  like  to  add  in  there  that  of  this 
area  CGI  acres  are  Standard  Oil  claims. 

The  Chairman.  What  is  that  you  are  reading  from,  Commanderl 

Commander  Wright.  This  is  "Oil  and  Gas  Lands  in  Naval  Pe- 
troleum Eeserves,"  hearing  before  the  Senate  Naval  Committee. 

The  Chairman.  If  you  do  not  care  to  look  that  up  now,  suppo^ 
you  submit  the  exact  acreage  owned  or  claimed  by  those  companies 
you  have  just  mentioned  because  they  are  the  largest  operators. 

Commander  Wright,  I  am  under  the  impression  that  I  put  that  in 
the  record  Saturday. 

Proven  lands  outside  reserves,  controlled  by  principal  companies: 
General  Petroleum  Corporation,  Coalingiv,  1<0  acres — these  are 
proven  patented  lands. 

Mr.  Elston.  Are  these  outside  of  the  naval  reserves? 

Commander  Wright.  Outside  of  the  naval  reserves,  patented 
Ijuuls,  unpatented  lands,  land  in  litigation,  and 
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Mr.  Elston  (interposing).  So  jou  have  made  no  segregation  in 
this  list  that  you  are  going  to  furnish  us  to  ii'hat  lands  are  within  the 
: naval  reserve,  or  within  the  withdrawn  areas? 

Commander  Wright,  They  are  not  within  the  naval  reserve. 

Mr.  Elston.  None  of  this  is  within  the  naval  reserve,  but  some, 
however,  are  within  withdrawn  areas. 

Commander  Wright.  Yes. 

Mr.  Elston.  But  a  large  proportion  is  outside  of  the  withdrawn 
area  and  not  in  question  at  all? 

Commander  Wright.  Yes,  sir.  It  was  asked  for  by  a  member  of 
the  committee.    The  list  is  as  follows: 

Proven  lan^,  outside  reserves,  controlled  hy  principal  companies. 


Company. 


General  Petrotoum  Corpomtloa. 

Do 

Do 

Do 

Do 

Do 

Shell  on  Co 

Standard  Oil  Co.  of  California... 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Aasociated  Oil  Co 

Do 


Field. 


Do 

Do 

Do 

Do 

Union  OUC0.S. 
Do 


Do. 
Do. 
Do. 
Do. 
Do. 
Do. 


Coallnga ,.. 

Midway 

Belridge— Lost  Hllis 

Ventura  County 

Montebello 

Fullerton , 

Coallnga 

do 

Midway-Sunset 

Beiridge— Lost  Hills 

Kern  River 

Ventura 

Whlttier-Fullerton— Montebello. 
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>  Not  producing. 

*  This  company  states  in  telegram:  "Proper  acreage  per  well  varies  greatly,  depending  on  stnicture. 
gravity  of  oil,  gas  pressure,  and  acti  cities  of  neig  hboricg  operators.  Operations  of  L  n  ion  \  ary  from  1  well 
to  5  acres  to  1  wolf  to  4)  acres.    Do  not  consider  1  well  to  less  than  5  acres  economical  lor  our  property." 

Mr.  Cramton.  Is  there  a  great  deal  of  this  matter?  I  wonder 
whether  it  could  be  put  into  the  record?  I  don't  believe  we  will  be 
able  to  remember  it  anyway. 

Commander  Wright.  I  have  placed  practically  everything  in  the 
record  in  answer  to  questions. 

Mr.  Elston.  Now  you  might  state  this :  Nearly  all  of  those  fields 
that  you  have  mentioned  are  not  fields  that  incluue  the  field  in  which 
Naval  Eeserve  No.  2  is  located,  nor  absolutely  proven  contiguous  rich 
land.   Isn't  that  true? 

Commander  Wright.  The  Midway-Sunset  are  contiguous  to  the 
naval  reserve.    They  are  all  proven  lands. 

Mr.  Elston.  And  of  all  those  fields  in  which  these  holdings  exist, 
the  Midway-Sunset  is  the  only  field  that  is  contiguous  to  where  thf 
Naval  Reserve  No.  2  is? 
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Commander  Wright.  Yes. 

Mr.  Elston.  And  those  other  fields,  FuUerton,  Ventura,  etc,  are 
very  small  producing  fields,  in  i^hich  the  large  area  you  speak  of 
would  include  a  great  deal  more  than  actual  producing  areas. 

Commander  Wright.  The  areas  given  are  proven  valuable  lands. 

Mr.  Elston.  Mostly  patented  lands? 

Commander  Wright.  Mostly,  yes. 

Mr.  Elston.  And  they  are  not  lands  of  tremendous  productions 
anyway  t 

Commander  Wright.  Well,  the  Montebello  is. 

The  Chairman.  Are  these  mostly  patented  lands  ? 

Commander  Wright.  A  good  many  of  them  are.  I  would  haTe 
to  check  up  to  say ;  but  a  great  mi^ny  of  them  are  patented  lands. 

The  Chairman.  Patented  Government  lands,  or  acquired  com- 
mercially from  other  holdings? 

Commander  Wright.  Take  the  Montebello  field,  which  is  prob- 
ably the  richest  field  California  has  had  for  a  great  many  years,  that 
is  located  largely  on  the  Baldwin  and  Temple  ranches,  Lucky  Bald- 
win's old  ranch. 

Mr.  Baker.  Those  came  from  the  Mexican  grants. 

Mr.  Elston.  For  instance  now,  in  the  Montebello  field,  there  is 
no  Government  land  there? 

Commander  Wright.  There  is  no  Government  land  in  Montebello. 
That  is  entirely  a  patented  field. 

Mr.  Elston.  Mr.  Chairman,  in  order  that  no  false  impressioQ 
might  be  created  in  regard  to  the  large  holdings  here,  and  m  order 
to  show  that  these  larger  fields  are  not  held  exclusively  by  the  larger 
companies  to  the  exclusion  of  smaller  companies,  and  tnat  a  great 
amount  of  productive  fields  is  held  by  smaller  companies,  I  would 
like  to  just  go  rapidly  over  some  of  these  fields  mentioned  in  order 
to  just  get  the  locations.  For  instance,  you  speak  of  Coalingrt 
Isn't  that  field  pretty  well  drilled  out  now  ? 

Commander  Wright.  In  West  Coalinga  there  are  a  number  of 
sections  which  are  held  in  reserve.  The  value  of  them  is  not  known. 
They  are  held  in  reserve  by  the  large  companies.  In  eastern  Coalinga 
there  are  about  770  acres  which  would  be  pretty  valuable  land,  and 
which  would  be  released  by  the  leasing  bill. 

Mr.  P^lston.  Now.  I  w^ant  to  lump  these  fields  together  and  a^k 
you  with  regard  to  their  general  character.  Montbello  you  stated  i? 
on  absolutely  private  ground? 

Commander  Wright.  To  the  best  of  my  knowledge.  There  may 
be  some  that  is  not,  but  it  is  practically  all  on  patented  lands. 

Mr.  Elston.  You  mentioned  here  Ventura  County,  Wliittier.  Fiil- 
lerton,  Santa  Maria,  Lompoc,  Santa  Barbara,  San  Benito — woisld 
you  characterize  any  of  those  fields  as  fields  of  any  large  extent  or 
any  great  possibilities  of  any  kind;  and  would  you  say  that  the  acre- 
age mentioned  here  covers  the  proven  territory  in  those  fields,  indi- 
cating that  they  are  large  producing  fields? 

Commander  Wright.  The  figures  are  proven  territory  within  tho?? 
fields.  They  include  the  lands  which  are  drilled.  They  are  figure^ 
submitted  by  the  oil  companies. 

Mr.  Elston.  But  all  of  those  five  or  six  that  I  have  mentioned  are 
scattered  along  the  coast  adjacent  to  the  ocean,  are  they  not? 
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Commander  Weight.  The  Santa-Maria-Lompoc  field  is  entirely 
without  the  withdrawal. 

Mr.  Elston.  How  about  Ventura?    Is  that  the  same? 

Commander  Wright.  I  don't  think  there  is  any  withdrawal  in 
Ventura. 

Mr.  Elston.  How  about  FuUerton? 

Commander  Wright.  In  the  Whittier-FuUerton  fields  are  small 
areas  of  withdrawn  lands.    There  is  no  great  amount. 

Mr.  Elston.  And  there  is  no  great  production  down  there,  is 
there  ? 

Commander  Wright.  Oh,  yes;  the  Whittier-FuUerton  is  a  rich 
field. 

Mr.  Elston.  How  about  Lompoc  ? 

Commander  Wright.  Lompoc  is  part  of  the  Santa  Maria  field. 

Mr.  Elston.  How  about  San  Benito? 

Commander  Wright.  I  think  that  is  entirely  without  the  with- 
drawals. 

Mr.  Elston.  San  Benito  is  way  up  near  Monterey. 

Commander  Wright.  There  are  no  withdrawals  there. 

Mr.  Elston.  And  the  same  as  to  Santa  Barbara?    Isn't  that  true? 

Commander  Wright.  Yes.  A  part  of  the  Whittier-FuUerton, 
Midway-Sunset,  Belridge,  North  Belridge,  Lost  Hills,  and  Coalinga 
are  the  general  fields  within  the  withdrawn  area. 

The  Chairman.  Also  Kern  River? 

Commander  Wright.  Kern  River  has  some  withdrawals,  yes;  but 
a  large  part  of  that  land  is  patented. 

Mr.  J.  H.  G.  Wolf.  The  proven  land  in  Kern  River  is  patented. 

Commander  Wright.  Yes. 

Mr.  Elston.  Well,  I  do  not  care  to  extend  that  line  of  questioning. 
My  assumption  was  that  most  of  those  fields  were  patented  land, 
private  holdings,  and  not  concerned  in  any  inquiry  that  the  Govern- 
ment might  make  at  all;  and  I  did  not  believe  that  most  of  those 
you  mentioned  were  fields  of  very  large  production,  large  areas,  and 
I  was  surprised  to  hear  the  number  of  acres  involved  in  those  fields, 
because  I  have  never  heard  there  was  very  much  production  down 
there. 

Commander  Wright.  Those  are  the  figures  given  by  the  oil  com- 
panies themselves. 

Mr.  Elston.  As  to  the  amount  of  acres  they  hold? 

Commander  Wright.  Yes,  in  proven  area. 

The  Chairman.  These  are  the  figures  furnished  by  the  oil  com- 
panies as  to  their  holdings? 

Commander  Wright.  I  think  all  of  them  were  furnished  by  the 
oil  companies. 

The  Chairman.  And  do  you  happen  to  have  there  the  amount  of 
each  one  of  these  areas  that  happen  to  be  patented  lands,  and  the 
amount  that  happens  to  be  Government  lands  for  which  they  are 
laying  claim  here  in  this  legislation? 

Commander  Wright.  1  am  not  acquainted  outside  of  the  naval 
reserve.  I  obtained  this  information  in  order  to  answer  (juestions 
asked  me  in  another  hearing. 
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Mr.  Saker.  As  a  matter  of  fact,  all  the  land  south  there,  the  iCc 
way  field,  Santa  Barbara,  Ventura,  Los  Angeles,  Orange,  and  Rirei 
side  are  on  lands  that  are  in  Mexican  land  grants,  patents  have  bee 
issued,  and  there  is  no  withdrawal  ? 

Commander  Wright.  Patented  lands,  yes,  except  the  Midway. 

Mr.  Elston.  That  is  my  impression,  that  they  are  not  within  ao 
withdrawn  area. 

The  Chairman.  And  not  within  this  controversy  at  all. 

Commander  Wrioht.  Yes,  practically  all  the  withdrawals  of  an 
value  are  in  the  valley  fields. 

Mr.  Elston.  That  is  what  I  vrant  to  get,  that  it  is  practically  onl 
those  fields  in  the  San  Joaquin  valley  in  which  the  Government  ha 
any  interest. 

Commander  Wright.  Yes,  practically  all  the  others  are— th 
Montebello  field  is  a  good  deal  of  it  on  agricultural  land,  fruit  land 
and  citrus  land. 

The  estimated  value  of  the  unpatented  lands  in  litigation  in  Xara 
Reserve  No.  2  is  $38,132,500. 

The  Chairman.  Now,  what  is  the  estimated  value  of  those  not  ii 
litigation  ? 

Mr.  Elston.  I  think  he  gave  those  tables,  $98,000,000  for  the  whol 
reserve :  I  thought  he  gave  all  the  figures  the  other  day. 

Commander  Wright.  The  unpatented  lands  not  in  litigation  ii 
only  about  $875^000.  But  this  estimate,  as  I  said  the  other  day,  i^ 
simply  a  preliminary  engineering  estimate  of  values. 

The  CHAIR3IAN.  And  no  options  or  agreements  of  any  sortf 

Commander  Wright.  No  ;  no  definite  determination  of  valuations 
That  is  a  very  complex  matter. 

The  Chairman.  And  no  effort  has  been  made  to  do  that  in  orda 
to  have  an  equitable  purchase  of  these  lands  in  the  reserve! 

Commander  Wright.  There  is  no  method  by  which  such  a  thing 
could  be  considered  under  the  present  status. 

The  Chairman.  Well,  you  could  call  them  in  and  ask  for  stat^ 
ments  of  values,  what  they  thought  they  were  worth,  and  Congnness 
might  appropriate  money  to  pay  for  that.  But  nothing  like  that  has 
been  done? 

Commander  Wright.  No;  when  this  data  was  obtained  it  was  for 
the  Navy  Department's  use,  to  give  the  last  valuation  which  v« 
could  at  the  time,  and  the  oil  men  could  then  submit  their  valuationsL 

The  Chairman.  And  then  you  could  have  condemnation  and  ar- 
rive at  the  true  value  in  the  courts? 

Commander  Wright.  In  the  courts,  or  without  going  to  court,  ifi 
they  could  arrive  at  an  understanding. 

Mr.  Mats.  Whose  estimates  are  these? 

Commander  Wright.  These  are  estimates  by  Mr.  J.  H.  G.  Wolt 
They  are  preliminary  engineering  valuations.  I  can  place  in  thi 
record,  if  you  wish,  the  estimates  by  sections. 

The  Chairman.  I  wish  you  would  mark  it  and  put  it  in  the  record. 

Commander  Wright.  It  is  at  the  bottom  of  page  48  and  the  top 
of  page  49  in  the  hearings  before  the  Senate  Committee  on  Nnvilj 
Affairs,  February  6, 1918.  It  will  give  some  idea  of  the  value  of  the« i 
lands  in  question.  I 
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(The  statement  referred  to  follows:) 

patented  lands  in  litigation  : 

31-23-18,  N.  i  and  SE.  i ;  Midlands  Oilfields  Co $120, 000 

31-23-20,  all;  Associated  Oil  Co.  h  United  Oil  Co.  i 1,312,000 

31-23-22,  all ;  Northern  Exploration  Co.  i,  Standard  Oil  Co.  }, 

Associated  Oil  Co.  i 2, 007, 500 

31-23-26,  };  Northern  Exploration  Co.  i.  Standard  Oil  Co.  |, 

Associated  Oil  Co.  i 2,472,000 

31-23-28,  all;   Record  Oil  Co.   tV,   Standard   Oil  Co.   i  Con- 
solidated Mutual  on  Co.  A,  United  Oil  Co.  i,  A.  G.  Wilkes 

i.  Caribou  Oil  Co.  i 2.827.000 

31-23-34,  all;  Associated  Oil  Co.  h  Union  Oil  Co.  1 3,820,000 

31-24-32.  S.  * ;  General  Petroleum  Co.  f,  Boston  Pacific  Oil  Co. 

i,  St.  Helens  Oil  Co.  ^,  M.  &  W.  A,  Standard  Oil  Co.  rfs 2, 813, 750 

32-23-2,  all;  North  American  Oil  Consolidated 3,375,000 

32-23-12,  all ;  Standard  Oil  Co 1, 406, 250 

32-24-4.  S.  i  and  NE.  i ;  Honolulu  Consolidated  Oil  Co 1, 160, 000 

32-24-6,  all ;  Honolulu  Consolidated  Oil  Co 7, 480, 000 

32-24-8,  all;  Honolulu  Consolldatetl  Oil  Co 5,880,000 

32-24-12,  W.  i ;  Honolulu  Consolidated  Oil  Co 1, 125, 000 

32-24-14,  all ;  Honolulu  Consolidated  Oil  Co 1, 800  000 

32-24-18,  N.  i  Standard  Oil  Co 525, 000 

Total 38, 132, 500 

Mr.  Kaker.  What  does  it  cost  to  develop  these  lands?  Have  you 
ot  any  idea  of  that? 

Commander  Wright.  The  wells  in  the  reserve  now  are  running 
rom  $30,000  on  up.  Prices  are  very  high  for  casings  and  all  other 
laterials  at  the  present  time.    Prices  are  now  very  much  inflated. 

Mr.  Elston.  How  many  wells  did  you  say  there  were,  about  300? 

Commander  Wright.  About  330  altogether. 

Mr.  Elston.  According  to  that  estimate,  the  locators  or  operators 
n  the  land  have  spent  $9,000,000  or  $10,000,000  in  development 
here. 

Commander  Wright.  That  includes  the  Southern  Pacific  and  pai- 
nted lands.  The  greater  part  of  the  wells  are  on  either  the  Southern 
i^acific  or  patented  lands. 

Mr.  Elston.  Would  that  be  approximately  correct,  that  the  private 
operators  in  Naval  Eeserve  No.  2  have  spent  from  $9,000,000  to 
510,000,000  in  successful  and  unsuccessful  operations  in  drilling  wells, 
iccording  to  your  estimate  there? 

Mr.  DocKWEiLEK.  Mr.  CJiairman,  T  was  going  to  suggest  that  I 
Jiink  Commander  Wright  is  in  erorr  when  he  says  that  the  cost  of 
sinking  wells  in  Naval  Reserve  No.  2  is  from  $30,000  up.  That  is 
more  or  less  indefinite.  Commander.  Mr.  McLaughlin  can  give  you 
-he  exact  figures,  but  on  account  of  the  present  cost  of  oil-well  sup- 
plies I  believe  the  present  cost  of  sinking  wells  in  that  reserve 
approximates  from  $75,000  to  $100,000. 

The  Chairman.  Of  course,  a  great  many  of  these  wells,  though, 
were  sunk  before  these  inflated  prices  came  on. 

Mr.  DocKWEiLER.  Wliat  was  the  original  price,  Mr.  McLaughlin? 

Mr.  McLaughlin.  The  price  heretofore  has  been  about  $10  per 
foot.  The  present  cost  is. approximately  50  per  cent  greater  than 
that. 
The  Chairman.  What  is  the  average  depth  of  the  wells  ? 
Mr.  McLaughlin.  Those  wells  average,  I  should  say,  about  3,000 
feet —  2,500  to  3,000  feetn  The  present  cost,  of  course,  is  50  i)er  cent 
higher  tiian  it  was. 
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The  Chairman.  Commander  Wright  said  from  $30,000  up,  sg 
that  is  about  it. 

Commander  Wright.  Mr.  Bequa  in  his  last  year's  testimony  befon 
the  Senate  committee  gave  figures  showing  greatly  increased  cost  of 
casing,  and  so  forth,  at  the  present  time. 

Mr.  Saker.  Just  a  question  ri|zht  there  before  you  start  off  m 
something  else.  On  the  estimated  cost  of  the  development  of  the 
wells  on  this  Naval  Reserve  No.  2,  as  they  are  now,  they  run  in  tte 
neighborhood  of  something  like  ten  million  dollars,  and  to  do  thf 
same  work  now  would  run  to  about  twenty  million  dollars  f 

Commander  Wright.  About  fifteen  million  dollars. 

Mr.  Raker.  So,  estimating  the  full  cost  of  all  the  deyelopment 
work  and  the  amount  to  be  done  from  now  on  to  get  the  oil  out 
of  the  well,  that  wouldn't  be  a  very  extravagant  profit  to  the  man 
who  has  invested  his  money  in  that  enterprise,  would  it! 

Commander  Wright.  It  is  according  to  what  royalty  he  was 
paying.  At  one-eighth  royalty  within  a  reserve  he  would  get  as 
extremely  high  profit. 

The  Chairman.  Has  any  estimate  been  made  on  the  exact  pro- 
duction of  those  300  wells  in  the  Naval  Reserve  No.  2,  of  the  oil  in 
either  barrels  or  dollars,  that  has  actually  been  taken  from  those 
wells? 

Commander  Wright.  I  have  here  the  letter  from  Commander 
Landis  giving  the  estimate  of  expenditures  and  value  of  productioD 
before  the  withdrawal,  September  27,  1909;  expenditures  and  pros 
receipts  after  the  withdrawal,  Seijtember  27,  1909,  to  receivership, 
in  cases  where  a  receiver  was  appointed ;  and  the  estimated  expendi- 
ture of  wild-cat  operations  and  lists  of  properties  in  naval  reserve 
which  have  been  operated  under  the  Government  receiver.  That 
will  give  for  the  time  covered  the  actual  production  and  the  net 
value  of  production. 

The  Chairman.  Do  you  have  that  there  compiled  so  it  can  be 
put  in  the  record  ? 

Commander  Wright.  I  have  compiled  it  if  the  committee  desires 
to  have  it  in  the  record. 

The  Chairman.  Without  objection,  it  will  be  incorporated  in  the 
record  at  this  point.  You  will  show  us  just  what  you  wanted 
included  there? 

Commander  Wright.  Yes.  If  you  wish  the  estimated  valuations 
of  the  whole  reserve,  in  place  of  the  unpatented  lands,  I  can  file  thl^ 
complete  valuation  in  place  of  the  other. 

(The  paper  referred  to  follows:) 

Preliminary  estimate  valuation  Naval  Reserve  No.  1. 

SOXTTHEBN   PACIFIC   LANDS. 

80-2a-15 $288,(0: 

80-23-17 9a  (*•: 

30-23-21 44HK1"' 

30-23-23    570.  OX 

30-23-25 1,  440,  l>V 

30-23-27 480.0^^ 

30-23-35 8S0,(*X^ 

30-24-19 320,  C"^' 

30-24-29 760.  (*• 

80-24-31 :^ 880.  (*•' 

80-24-33 ^. 160,  tX¥ 

Total e,  274.  ftt^ 
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OTHER  PATEN  TIED  LANDS. 

30-23-16,  J.  C.  Gibson $204,000 

30-23*%  Standard  Oil  CJo 840,000 

Total 1, 104, 000 

Preliminary  estimate  valuation  Naval  Reserve  No.  2. 

SOUTHERN    PACiyiC    LANDS. 

31-2a-21 $840, 000 

31-23-23 262, 500 

31-23-25 900, 000 

31-23-27 3, 900, 000 

31-2a-29 262, 500 

31-23-33 800. 000 

31-23-35 5, 408, 000 

32-23-1 6, 075. 000 

32-23-3 1. 300, 000 

32-23-11 400, 000 

32-23-13 1, 200, 000 

31-24-31 2.  212,  500 

32-24-n3 320. 000 

32-24-5 6, 600, 000 

32-24-7 3. 375. 000 

32-24-9 2, 871, 000 

32-24-11 2, 400, 000 

32-24-13 640. 000 

32-24-15 2. 250, 000 

32-24-17 2, 812,  500 

Total 44, 829, 000 

OTHER  PATENTED  LANDS. 

31-23-26,  SW.  i  (Standard  Oil  Co.  J,  Associated  Oil  Co.  I) $1,200,000 

31-2a-36,  all  (Standard  Oil  Co.) 4,800,000 

32-24-2,  SW.  i  (Honolulu  Consolidated) 80, 000 

32-24-10,  all  ( Honolulu  Consolidated ) 8, 750, 000 

32-24-16,  all  (Standard  Oil  Co.  h  St.  Helens  Petroleum  Co.  i.  South- 
ern California  Gas  Co.  ^,  Petroleum  Midway  Co.  A) 3, 600, 000 

32-24-18.  S.  i  (Standard  Oil  Co.) 1,200,000 

Total 14, 630. 000 

UNPATENTED  LANDS   IN   UTIQATION. 

31-23-18,  N.  1  and  SE.  i  (Midlands  Oilfields  Co.)-, 120,000 

31-23-20,  all  (Associated  Oil  C^.  i.  United  States  Oil  Co.  i) 1,312.000 

31-23-22,  all  (Northern  Exploration  Co.  h  Standard  Oil  Co.  4,  As- 
sociated Oil  CJo.  i ) 2, 007, 500 

31-23-26,  f  (Northern  Exploration  Co.  i.  Standard  Oil  Co.  |,  Associ- 
ated  Oil  Co.  ik) 2,472.000 

31-23-28,  all  (Record  Oil  Co.  ^.  Standard  Oil  Co.  J,  Consolidated 
Mutual  Oil  Co.,  A.  United  Oil  Co.  4,  A.  G.  WlUces  i,  Caribou  Oil 

Co.  i ) 2, 827, 000 

31-23-34,  all  (Associated  Oil  Co.  i,  Union  Oil  Co.  i) 3.829,000 

31-24-32,  S.  i  (General  Petroleum  Co.  |,  Boston  Pacific  Oil  Co.  J, 

St  Helens  Oil  Co.  A,  M.  &  W.  A,  Standard  Oil  Co.  A) 2, 813, 760 

32-23-2,  all  (North  American  Oil  Consolidated) 8,375,000 

32-23-12,  all  (Standard  Oil  Co.) 1,406,250 

32-24-4,  S.  1  and  NE.  i  (Honolulu  Consolidated  Oil  Co.) 1,160,000 

32-24-6,  all  (Honolulu  Consolidated  Oil  Co.) 7,480,000 

32-24-«,  all  (Honolulu  Consolidated  Oil  Co.) 5,880,000 

32-24-12,  W.  1  (Honolulu  Consolidated  Oil  Co.) 1,126.000 

32-24-14.  all  (Honolulu  Consolidated  Oil  Co.) 1,800,000 

82-24-18,  N.  i  (Standard  Oil  O).) 525.000 


• 


Total 1...:-^— 88, 1S2, 500 

47476—18 ^72  * 
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81-23-18,  SW.  i  (Toronto  Midway  Oil  Co.  A,  W.  O.  Maxwell  A  ) »180,  OOO 

81-24-80,  all  (Barnadon  Oil  Ck).  |»  California  Amalgamated  Oil  Co.  i. 

Sue  Greenleaf  i) 73.000 

81-24-82,  N.  i  (General  Petroleum  Co.) 2<W,a» 

82-24r-4,  NW.  1  (Honolulu  Consolidated  Oil  Co.) 800,000 

Total 875,  OD 

Mr.  Bakeb.  Commander  Wright,  may  I  ask  you  this  question !  k 
it  the  purpose  in  showing  the  estimated  value  of  the  land  in  Naval 
Eeserve  No.  2  to  have  uie  deduction  drawn  that  if  these  present 
claimants  should  get  the  land,  that  they  are  getting  what  might  ap- 
pear to  be  a  very  large  amount  of  money  from  wliat  is  considered 
to  be  a  natural  resource  and  owned  b^  the  people  generally  of  the 
United  States?    Is  that  the  purpose  of  it? 

Commander  Wright.  The  purpose  of  putting  that  in  is  to  simplj 
^ve  the  committee  all  the  data  we  have  in  regard  to  the  Naval 
Seserves  for  their  consideration  in  connection  with  this  legisla- 
tion. 

Mr.  Baker.  What  I  meant  was  this:  Possibly  I  used  the  wrong 
word,  but  is  it  your  theoir  that  it  does  show  that  if  these  claim- 
ants obtained  the  land  or  the  right  to  lease  it  they  would  be  setting 
a  larger  amount  of  property  than  they  ought  to  be  entitled  to  bv 
virtue  of  the  value  oi  the  proven  territory  ? 

Commander  Wright.  That  is  my  belief;  yes,  sir.  That  if  they 
have  no  claims — if  the  court  should  say  they  have  no  claims — tlint 
would  be  a  very  great  amount  to  give  them. 

Mr.  Cramton.  Might  I  nsk  you  thei'e,  just  to  elaborate  your  last 
statement,  you  mean  if  they  have  no  claims  of  such  a  character  that 
they  can  be  established  in  court,  then  you  think  that  to  allow  them 
to  retain  these  resources  would  be  beyond  their  deserts  ? 

Commander  Wright.  Yes,  sir. 

Mr.  Cramton.  Regardless  of  whatever  expenditures  they  may  have 
made,  if  their  claims  are  of  such  a  character  that  they  can  not  be 
maintained  in  court,  then  you  think  there  are  no  equities  which  Con- 
gress should  give  consideration  to. 

Commander  Wright.  I  did  not  say  that.  I  say  that  is  for  Con- 
gress to  consider.  I  am  not  trying  to  say  what  equities  Congress 
should  give  them.  I  am  just  simply  submitting  the  figures  which  I 
have  in  the  reserves. 

Mr.  Cramton.  I  am  not  arguing  with  you,  Commander,  I  am 
trying  to  get  what  you  mean  by  your  statement.  Then,  your  stat^ 
ment  was  that  if  they  had  no  claims — of  course,  you  meant  no  valid 
claims — ^then  for  them  to  retain  these  resources  would  be  more  than 
they  should  receive  ? 

Commander  Wright.  Yes. 

Mr.  Cramton.  But  I  understand  now  that  you  feel  that  Congress 
might  consider  their  expenditures  and  eflforts,  even  though  they  were 
not  entirely  in  accordance  with  law,  so  that  they  could  establish  them 
in  court? 

Commander  Wright.  Yes ;  and  to  base  such  measure  on,  the  com- 
mittee should  have  what  figures  I  have. 

In  connection  with  the  operations  imder  receivership,  I  have  a 
tabulation  of  the  number  of  producing  oil  wells  on  the  claims  under 
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receivership  properties,  location,  date  taken  over  by  receiver,  produc- 
tion to  October  31, 19lt,  amount  in  escrow  October  31,  and  net  value 
of  production.  That  will  ^ive  the  committee  an  idea  of  what  the 
wells  are  producing  at  this  aate. 

The  Chairman.  You  will  put  that  in  the  record  ? 

Commander  Wkight.  I  would  like  to  have  it  go  into  the  record. 

The  Chairman.  Without  objection,  it  will  be  inserted  at  this  point. 

(The  paper  referred  to  follows:) 


OPERATION  UNDER  REC£I>'£RSHIP. 


The  following  is  a  list  of  properties  in  Naval  Beserve  No.  2  that 
have  been  operated  by  the  Government  receiver: 


Properties. 

Location. 

Dato 

taken 

over  by 

receiver. 

Produc- 
tion to 
Oct.  31, 
1017. 

Amount 

in  escrow 

Oct.  31. 

Net  value 

ofpro- 
ductlon.1 

Pro- 
duc- 

'o".f 
wells. 

General  Petroleum.... 
St.  Helens 

N.  1,  SW.  J,  sec.  32-91-24. . . . 
KW.i,8E.i,  sec.  33-31-24.. 

S.  i,  S.  i,  sec.  32-31-24 

All  sec.  2-32-23 

1916. 
Anil.... 
liarch... 
January. 

May 

January. 
March... 

January. 
...do 

...do..... 

B-rrreU. 
723,628 
b50,3f<l 
61.%  231 
552,239 
288,075 
309,941 

230,060 
(*) 

(«) 

3564,808.90 
406,485.04 
637,782.23 
415,303.86 
346,281.75 
57,662.75 

219,734.77 

3564,808.90 
403,485.04 
414,782.23 
41.5,393.86 
134.281.75 
57,662.75 

142,734.77 

8 
2 

Boston  Pacific 

North  American 

a 

10 

Caribou 

Conaolidatod  Mutual . . 

Standard  Oil 

California  Amal- 

E.  i,  SE.  i,  sec.  28-31-23 

S.i,NW.i,8.J,NE.i,8.*, 
N.  *.  NE.  i,  sec.  28-31-23. 
N.i,NW.i,  sec.  28-31-23... 
W.  i,  SE.  i,  sec.  28-31-23. . . . 

N.J,  N.  i,  NE.  i,  sec.  28-31- 

3 
12 

8 

gamated. 
Record  Oil  Co 

1  Represents  the  amount  by  which  the  value  of  production  has  exceeded  the  cost  of  operation. 
•  No  pr.)dacUon. 

Mr.  Raker.  Commander,  if  there  had  been  no  withdrawals  on 
this  land,  and  these  various  claims  had  proceeded  as  they  have  and 
developed  producing  wells,  as  against  third  parties,  they  would  be 
entitled  to  their  patents,  no  fraud  being  shown  otherwise? 

Commander  Wright.  You  mean  to  say  if  nobody  had  made  any 
adverse  claims  during  that  time — ^had  allowed  them  to  go  on? 

Mr.  Raker.  Up  to  the  present  time,  if  no  adverse  claims  had  been 
made  by  third  parties,  with  the  record  of  what  they  had  done  by 
actually  drilling  and  actually  getting  a  producing  well  on  the  claim, 
if  there  had  been  no  withdrawals,  as  between  third  parties  and  the 
claimants,  the  Government  not  being  involved,  from  the  record  as 
it  has  been  shown  they  would  be  entitled  to  a  patent,  would  they 
not? 

Commander  Wright.  I  doubt  very  much  if  a  great  many  of  them 
would  havd  been  allowed  to  go  ahead  in  case  of  withdrawal  without 
other  people  coming  in  there — not  all  of  them,  but  a  good  many  of 
them  would  not  have  been  allowed  to  go  ahead  without  third  parties 
coming  in,  because  there  was  a  good  deal  of  time  when 

Mr.  Raker  (interrupting).  I  am  assuming  that  there  were  no 
third-party  claimants. 

Commander  Wright.  Then  you  would  have  nothing  to  base  it  on, 
whether  they  had  obeyed  the  law  or  not. 

Mr.  Raker.  Isn't  that  the  question — ^that  there  are  no  third-party 
claimants? 
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Commander  Wright.  We  cut  out  the  third-party  claimalits  when 
we  withdrew  the  lands.  We  barred  the  third-party  claimants  when 
we  withdrew  the  lands  in  1909. 

Mr.  Baker.  Your  contention  is  that  the  man  on  the  ground,  if 
he  were  drilling  and  eventually  produced  a  commercial  well,  that 
you  protected  him  by  virtue  of  shutting  out  third-party  claimants! 

Commander  Wright.  Yes;  you  are  protecting  him  in  the  with- 
drawal. You  are  protectinjs;  the  man  that  had  a  valid  location.  Yoq 
were  protecting  him  in  your  withdrawal. 

The  Chairman.  That  was  true  of  the  Pickett  Act,  too? 

Commander  W^riqht.  Yes;  both  acts. 

Mr.  Kaker.  I  don't  get  the  viewpoint  of  how  you  protected  hinL 

Commander  Wright.  No  further  parties  could  come  in  there  and 
make  locations  on  the  lands. 

Mr.  Raker.  Well,  they  have  the  land— for  instance,  160  acrefr- 
they  had  the  actual  physical  possession  of  it.  They  could  keep  third 
parties  off,  and  did,  successfully.  Now,  wherein  and  how  were  they 
protected  against  a  third  party? 

Commander  Wright.  No  third  parties  could  come  in,  even  if  the 
locatx)rs  were  not  diligently  performing  work.  The  land  was  with- 
drawn, and  no  new  claims  could  be  asserted. 

Mr.  TAYiiOR.  They  had  just  gone  and  relieved  these  people  of  it 
so  that  nobody  else  could  get  it. 

The  Chahiman.  Oh,  no;  it  was  not  subject  to  any  form  of  entry. 
That  is  what  you  mean,  isn't  it? 

Commander  Wright.  It  was  not  open  to  any  form  of  entry. 

The  Chairman.  So  that  no  subsequent  entries  of  any  sort  could 
be  initiated. 

Mr.  SMmi  of  Idaho.  How  did  it  happen  that  there  was  such  a 
long  delay  in  bringing  these  suits,  from  the  time  of  withdrawal 
until  1915,  1916,  and  1917?  Six  or  eight  years,  practically,  elapsed 
after  the  withdrawal  before  the  Government  apparently  attempted 
to  contest  them. 

Commander  Wright.  There  was  a  long  delay  in  there,  largely,  as 
I  said,  awaiting  determination  of  the  Mid- West  case.  There  was  no 
use  putting  all  claimants  up  against  suits  if  the  Mid- West  decision 
was  going  to  declare  the  first  withdrawal  invalid. 

Mr.  Smith  of  Idaho.  When  was  the  Mid-West  suit  instituted? 

Commander  Wright.  I  think  you  got  that  information  from  Mr. 
Kearful  the  other  day. 

The  Chahiman.  1911,  Mr.  Wolf  says.  The  suit  was  brought  in 
1911  and  disposed  of  in  1916. 

Commander  Wright.  1915  was  the  Mid- West  decision.  The  order 
of  withdrawal  itself  and  the  Pickett  Act  protects  all  those  in  diligent 
prosecution  of  work  at  the  time  of  withdrawal. 

There  have  been  some  statements  made  here  from  which  one  mi^ht 
draw  the  conclusion  that  a  patent  was  necessary  on  an  oil  claim  for 
a  man  to  go  ahead  and  develop  it.  There  may  be  cases  where  the 
operators  do  not  desire  to  obtain  a  patent  on  their  lands  but  prefer 
to  do  the  annual-assessment  work  and  hold  their  claim  on  their 
assessment  work.  It  is  not  necessarv  to  go  to  patent,  provided  they 
are  in  compliance  with  the  law.  They  can  go  ahead  and  operate 
the  claim  just  the  same. 
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•  The  Chairman.  In  other  words,  there  is  nothing  in  the  law  to 
compel  a  man  to  make  final  proof  and  take  out  a  final  patent,  as  there 
is  in  homestead  cases? 

Commander  Wkight.  No,  sir. 

Mr.  Taylor.  Don't  you  think  that  people  would  go  ahead  and  get 
a  patent  and  pay  $2.50  an  acre,  $400  dollars  on  a  160-acre  claim,  very 
gladly,  if  they  thought  they  would  not  be  harrassed  in  getting  their 
patent,  but  wouldi  be  allowed  to  go  ahead  ?  Wouldn't  nine  hundred 
and  ninety-nine  of  them  out  of  a  thousand  go  ahead  and  get  patents 
if  the  department  would  let  them  alone  and  let  them  do  it? 

Commander  Wright.  I  think  nine  hundred  and  ninety-nine  out 
of  a  thousand  of  those  who  obeyed  the  law  would  apply  for  a  patent. 

Mr.  Taylor.  Don't  you  think  they  are,  generally  speaking,  trying 
to  obey  the  law  as  well  as  they  can,  if  they  can  learn  what  the  law 
is,  learn  what  the  construction  would  be?  Don't  they  hire  lawyers 
and  pay  them  high  prices  and  try  to  comply  with  the  law  and  try  to 
comply  with  the  instructions,  and  inquire  what  those  instructions 
are?  Don't  they  aU  along  try  very  hard,  and  isn't  it  natural  and 
perfectly  in  keeping  with  human  nature  for  them  to  strive  hard  to 
comply  with  the  law  for  the  protection  of  their  property  rights? 

The  Chairman.  I  doubt  if  we  ought  to  make  the  commander 
testify  as  to  what  human  nature  would  make  them  do. 

Mr.  Taylor.  He  has  been  over  the  ground;  he  has  been  studying 
these  people  on  the  ground,  and  I  want  him  to  state  in  this  record 
whether  he  thinks  they  are  disobeying  the  law  or  trying  to  comply 
with  it. 

The  Chairman.  It  would  be  impossible  for  him  to  state  that,  I 
think. 

Mr.  Taylor.  Mr.  Chairman,  I  want  to  ask  him  that  question.  I 
would  like  to  have  his  opinion  on  it.  You  have  been  all  over  th^ 
fields;  you  have  been  inspecting  all  these  people;  you  have  put  in 
most  of  your  time  at  it.  What  is  your  candid  opinion  as  to  the  good 
faith  of  the  people  that  are  trying  to  develop  these  oil  fields? 

Commander  Wright.  Of  the  whole  United  States  in  general  ? 

Mr.  Taylor.  Yes ;  all  over  the  Western  States. 

Commander  Wright.  There  are  a  great  many  of  them  that  have 
no  intention  of  developing  them.  There  are  those  that  do,  and  I  do 
not  want  to  cast  any  slurs  whatever  against  your  real  prospector 
or  developer,  Mr.  Taylor.  There  are  a  great  number  of  them  on 
those  western  oil  fields  that  go  out  and  plaster  the  lands  with  paper 
locations,  with  no  more  intention  of  going  ahead  and  developing 
and  improving  them  than  nothing  at  all. 

Mr.  Taylor.  Well,  do  you  mean  to  say  that  they  are  trying  to 
violate  the  law? 

Commander  Wright.  Their  intention  is  if  not  to  violate  the  law 
to  get  around  the  law.  The  lady  from  Wyoming  here  the  other 
day  was  telling  how  the  people  were  all  waiting  around  for  her 
to  prove  the  land,  and  trying  to  hold  their  lands  by  various  methods. 

Mr.  Smith.  That  is  in  reference  to  the  special  agents  of  the 
Government.  She  said  they  were  sitting  around  to  see  whether  she 
found  oil  to  tell  whether  they  would  withdraw  the  lands  or  not. 

Commander  Wright.  She  also  said  that  other  people  were  sitting 
around  to  let  her  prove  the  lands,  and  holding  their  lands  in  the 
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meantime.    I  have  every  sympathy  in  the  world  with  the  real  de- 
veloper. 

Mr.  Taylor.  The  placer  law  puts  no  limitation,  does  it,  upoo 
the  number  of  placer  claims  a  person  can  locate! 

Commander  Wright.  Provided  they  are  located  by  groups  of  &— 
that  is,  for  160-acre  locations — and  diligent  prosecution  of  work  is 
carried  on. 

Mr.  Taylor.  The  law  does  not  say  anything  about  that.  There 
IS  no  diligent  prosecution  of  work  under  the  law.  That  is  your  con- 
struction of  that  law,  isn't  it? 

Commander  Wright.  Why,  no,  sir. 

Mr.  Taylor.  Does  the  statute  say  anything  about  diligent  prose- 
cution of  work? 

Commander  Wright.  Before  the  date  of  withdrawal? 

Mr.  Taylor.  I  am  not  talking  about  the  withdrawal.  I  am  talk- 
ing about  public  land.  There  is  no  diligence  required  by  law  on 
lands  outside  the  withdrawal,  and  there  is  no  limit  on  the  number 
of  claims  a  man  can  locate;  and  a  poor  man  can  locate  under  th£ 
law  the  same  as  a  rich  man. 

Commander  Wright.  Yes,  sir. 

Mr.  Taylor.  And  he  can  locate  as  many  claims  as  he  can  do  $100 
worth  of  work  on  each  year,  can  he? 

Commander  Wright.  Why,  no,  sir;  the  $100  worth  of  work  a  yetr 
has  absolutely  nothing  to  do  with  locating  a  claim. 

Mr.  Taylor.  I  am  talking  about  assessment  work. 

Commander  Wright.  Yes;  assessment  work. 

Mr,  Taylor.  A  man  can  do  $100  worth  of  work  a  year  and  hold 
them  until  Gabriel  blows  his  horn. 

Commander  Wright.  If  he  has  made  a  discovery  before  that  assess- 
ment work. 

Mr.  Taylor.  And  what  right  have  you  to  say  that  those  men 
are  holding  them  in  violation  of  law,  simply  because  they  haven*t 
got  money  to  go  ahead  and  develop  ? 

Commander  Wright.  All  they  have  to  do  is  to  go  ahead  with  their 
assessment  work  after  discovery. 

Mr.  Taylor.  Well,  if  they  are  going  ahead  with  their  assessment 
work,  why  do  you  call  them  people  that  are  not  carrying  out  the 
law  in  good  faith? 

Commander  Wright.  Because  they  haven't  got  their  discovery. 

Mr.  Taylor.  Oh,  well,  you  call  a  discovery  a  paying  well.  Thit 
is  getting  right  back  to  the  Kearf  ul  construction. 

Commander  Wright.  I  don't  call  discovery  necessarily  a  paying 
well.  I  call  discovery  exactly  what  is  required  by  the  law  of  1911. 
I  think  it  is,  which  prescribes  what  is  an  oil  claim — ^a  claim  that  is 
principally  valuable  for  oil.  I  am  not  a  lawyer,  Mr.  Taylor,  and 
I  don't  like  to  get  into  a  discussion  on  those  points. 

Mr.  Taylor.  JBut  what  I  am  getting  at  is  that  the  people  in  the 
Department  of  the  Interior,  and  the  Navy  Department,  and  the 
Department  of  Justice,  you  all  go  upon  the  basic  principle  all  the 
way  through  that  if  a  man  is  not  a  man  of  means  suflScient  to  de- 
velop the  well  and  make  it  a  paying  well,  that  therefore  he  is  not  in 
good  faith  in  taking  that  well  and  is  not  complying  with  the  law. 
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The  Chairman.  This  witness  has  advanced  nothing  of  that  sort 

Mr.  Taylor.  I  think  he  has  advanced  that  kind  of  thing,  and 
nothing  else.    That  is  exactly  what  both  of  them  advance. 

Mr.  Smith.  The  question  of  discovery,  as  I  understand  it,  is  not 
a^  factor  in  the  good  faith  of  an  applicant  until  he  makes  his  applica- 
tion for  patent.  Then  he  has  got  to  show  discovery  in  order  to  get 
a  patent ;  but  he  can  go  on  working  for  30  years  in  developing  nis 
claim  without  making  discovery. 

Commander  Wright.  But  he  is  not  protected  from  a  third  party 
during  that  time. 

Mr.  Smith.  If  he  does  his  annual  assessment  work  each  vear? 

Commander  Wright.  No,  sir;  assessment  work  does  not  begin 
until  after  discovery,  as  I  understand  it. 

Mr.  Taylor.  Do  you  claim  that  assessment  work  does  not  begin, 
then,  until  after  he  has  a  paying  well  ? 

Commander  Wright.  Assessment  work  does  not  begin  till  after 
discovery. 

Mr.  Smith.  I  Imow  a  man  in  Idaho  who  has  worked  on  a  claim 
for  20  years  and  he  hasn't  made  a  discovery  yet. 

Mr.  Taylor.  He  don't  have  to  have  a  paying  well  in  order  to  make 
discovery. 

The  Chairman.  Now,  gentlemen,  here  are  members  of  the  com- 
mittee trying  to  prove  by  a  Navy  officer  certain  questions  of  law. 
This  argument  will  not  be  of  value  in  the  record,  and  I  do  not  think 
we  should  cumber  the  record  with  it,  and  I  believe  we  ought  to  let 
Commander  Wright  go  ahead. 

Mr.  Eaker.  I  know,  but  the  commander  has  said,  and  very  prop- 
erly, that  the  assessment  work,  $100  per  year  per  claim,  applies 
after  discovery. 

Commander  Wright.  Yes,  sir. 

Mr.  Raker.  And  you  can  not  rely  upon  that  assessment  work 
until  discovery;  but  as  against  the  Government  there  has  never  been 
any  limitation.  A  man  could  work  1  year  or  2  years  or  5  years 
or  20  3'ears  until  he  got  a  discovery,  and  if  ho  does,  as  against  a 
third  party  who  got  aiiead  of  him,  his  claim  would  be  good.  That 
is  as  3'ou  understand  it? 

Commander  Wright.  But  he  is  not  protected  against  the  third 
party  until  he  does  get  discovery  unless  he  is  in  diligent  prosecution 
of  work. 

Mr.  Baker.  But  he  can  protect  himself  against  a  third  party. 
The  Government  never  interferes  with  him  while  he  is  making  dis- 
covery, if  it  took  him  five  years  to  make  discovery.  His  claim  is 
valid,  isn^t  it? 

Commander  Wright.  1  am  not  fully  acquainted  with  it,  but  I 
believe  that  is  the  general  ruling. 

The  Chair3iax.  Now,  gentlemen,  I  don't  think  we  should  make 
the  commander  pass  on  those  things. 

Now,  Comn^nder,  if  you  will  proceed. 

Commander  Wright.  I  think  that  is  in  the  general  remarks  all 
I  have  to  say.  I  would  like  to  make  just  one  or  two  short  remarks 
in  connection  with  the  bill.  I  will  do  my  best  to  touch  only  the 
X>oints  which  affect  the  Navy,  the  manner  in  which  relief  might  be 
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applied,  and  the  getting  of  a  plentiful  supply  of  oil.     Please  con 
sider  anything  else  entirely  my  personal  view. 

On  page  11  of  the  House  bill,  page  11  of  the  committee  print  at 
the  bottom,  section  9  reads:  ^^To  grant  to  any  applicant  qualified 
under  this  act  a  prospecting  permit."  Especially  under  pr^ient 
conditions,  I  think  it  would  be  necessary  to  limit  the  prospecting 
permits  which  can  cover  any  area.  I  mean  to  say  that  unless  it  is 
specifically  provided  everybody  could  apply  for  a  prospecting  per- 
mit to  get  a  large  acreage,  so  there  would  be  contiguous  prospecting 
permits;  and  at  the  present  time  you  have  got  to  cut  down  your  wile 
catting  to  the  least  amount  which  can  be  done  to  prove  a  field.  \}t- 
cauBe  of  the  shortage  of  casings,  which  is  very  serious.  I  did  not 
consider  that  this  section  is  meant  to  apply  to  proven  fields,  and  I 
think  the  oilmen  have  submitted  an  amendment  which  covers  that 
fact. 

The  Chairman.  It  was  never  intended  to  issue  any  prospecting 
permits  on  proven  fields. 

Commanaer  Wright.  On  page  12 

The  Chairman  (interposmg).  What  do  you  say  about  the  size 
of  that  acreage,  640  acres  in  a  proven  field  ?  What  do  you  say  about 
that  as  beinff  an  appropriate  size  for  a  lease? 

Commanaer  Wright.  That  was  changed  so  there  was  no  permit 
for  a  proven  field,  but  in  a  wildcat  field  I  think  it  is  very  necessary. 
My  personal  belief  is  it  is  very  necessary  to  give  a  sufficient  acreagf 
for  the  wildcatter  to  go  out  on — ^to  get  him  to  go  out  and  prospect 
and  that  he  shall  know  before  he  goes  out  there  exactly  what  he  is 
going  to  get.  I  mean,  the  royalty  of  a  wildcatter  should  he  fixed 
either  by  a  definite  royalty  or,  as  is  done  in  some  cases,  on  a  sliding- 
scale  royalty ;  that  is,  the  royalty  should  be  so  much  if  his  production 
is  less  than  so  much,  and  so  much  if  it  is  more.  For  instance,  similar 
to  your  Osage  provision.  But  I  believe  that  the  area  which  should 
be  allow^  a  wildcatter  should  be  generous,  and  the  reward  which  he 
is  to  get  should  be  generous;  and  T believe  the  size  of  the  area  must 
necessarily  be  determined  by  the  Interior  Department  in  accordance 
with  the  conditions  at  the  time. 

The  Chairman.  You  think  discretion  ought  to  be  left  with  the 
Secretary  ? 

Commander  Wright.  Yes. 

The  Chairman.  As  to  when  to  ^ant  the  amount? 

Commander  Wright.  Yes.  This  10-mile  provision  in  the  bill,  I 
believe,  serves  a  double  purpose.  One  was  to  cover  the  geologioil 
structure  part  of  it,  which  has  been  cut  out,  and  the  other  was  to 
cover  the  distance  from  the  pipe  lines  and  sources  of  communication, 
etc.  Of  course,  if  you  wipe  out  your  10-mile  basis,  that  must  be  cov- 
ered in  some  way  or  leave  it  to  the  Department  of  the  Interior. 

In  connection  with  that  prospecting  permit,  I  believe  that  the 
general  provisions  as  to  the  diligence  in  there  are  not  strict  enough 
generally,  but  there  may  be  some  cases  where  it  is  too  strict.  I  be- 
lieve it  would  probably  be  well  to  lay  out  in  your  bill  a  diligence 
which  shall  be  required,  and  to  grant  to  the  Secretary  of  the  Interior 
permission  to  modify  it  if  the  circumstances  warrant. 

I  also  believe,  in  connection  with  that  prospecting  permit,  that  the 
minute  you  put  that  in  your  bill  you  are  going  to  cover  your  country 
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leave  to  the  President  of  the  United  States  the  entire  matter  of  com- 
promise with  these  claimants  and  make  any  exchange  of  lands  that 
he  sees  fit? 

Commander  Wright.  Yes,  sir.  The  original  rough  draft  of  the 
bill  provided  for  the  Xavy  Department— but  we  agreed  it  should  not 
\ye  with  the  Navy  Depart^ment,  but  that  it  should  be  with  the  Presi- 
dent. 

Mr.  Lenroot.  If  the  Navy  is  willing  to  trust  the  President  with 
that  power,  why  is  it  objecting  to  Congress  directly  legislating  upon 
the  subject,  expressing  its  best  judgment  of  what  is  an  equitable 
remedy  covering  the  naval  reserves? 

Commander  Wright.  In  this  legislation  the  reserves  will  not  be 
destroyed.  In  the  legislation  which  has  been  proposed  up  previous 
to  this  year  the  naval  reserves  would  have  been  destroyed.  The  Navy 
is  charged  not  only  wnth  looking  out  for  the  present  oil  supply  but 
with  looking  out  for  the  future,  and  making  recommendations  to 
Congress  to  that  end. 

Mr.  Lenroot.  With  reference  to  the  obligation  on  the  part  of  the 
Navy,  of  course  it  is  entirely  true  that  the  Navy  must  look  out  for 
the  future,  but  the  primary  jurisdiction  in  these  matters  rests  not 
with  the  Navy  but  with  the  Department  of  the  Interior,  until  these 
titles  are  adjusted,  does  it  not?  '  ."'  . 

Commander  Wright.  In  so  far  as  determination  of  right  to  patent 
is  concerned. 

Mr.  Lenroot.  And  the  Secretary  of  the  Interior  is  the  forum  cre- 
ated by  Congress  for  the  determination  of  both  the  law  and  the  facts 
regarding  these  topics? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenr(X)t.  Nevertheless,  the  Secretary  of  the  Navy  has  repeat- 
edly, has  he  not,  requested  of  somebody  not  to  proceed  with  the  ad- 
judication of  these  matters,  but  to  await  the  determination  of  the 
courts? 

Commander  Wright.  He  has  asked  the  Secretary  of  the  Interior 
to  reconsider  his  finding,  yes,  sir,  in  one  case  that  I  know  of. 

Mr.  LEiniooT.  I^t  me  read,  in  view  of  that  answer,  a  letter  of  the 
Secretary  of  the  Navy  under  date  of  February  4,  1916,  to  the  Sec- 
retary of  the  Interior — after  stating  certain  facts  in  regard  to  the 
Naval  Reserve — I  am  reading  from  page  175  of  the  Senate  hearing 
of  1917: 

In  view  of  the  above  nncl  the  further  fact  that  some  of  the  principal  questions 
of  law  Involved  In  this  case  are  In     ♦     ♦     ♦    until  the  courts  have  acted. 

Commander  Wright.  That  is  the  determination  of  the  court  upon 
the  points  of  biw. 

Mr.  Lenroot.  But  do  you  understand  that  the  Secretary  of  the 
Interior  is  the  forum  created  by  Congress  for  the  determination  of 
both  the  law  and  the  facts  in  these  cases? 

Commander  Wrioht.  I  believe  that  you  will  find  that  the  Depart- 
ment of  the  Interior  has  always  been  governed  by  the  rules  of  law  as 
determined  by  the  courts. 

Mr.  Lenroot.  I  do  not  care  to  get  into  that  controversy,  but  as  a 
matter  of  fact  the  courts  are  quite  as  often  governed  by  the  con- 
struction of  the  law  by  the  Secretary  as  it  has  been  the  contrary  ? 

Commander  Wright.  It  works  both  ways. 
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Commander  Wbioht.  Yes,  sir. 

Tlie  Chairman.  Isn't  that  a  good  rule?  And  that  is  what  we  hare 
in  this  bill. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  We  have  a  minimum  of  one-eighth^  with  tk 
power  in  the  Secretai^  to  j^et  as  much  more  as  the  facts  will  war- 
rant— as  the  case  will  justify. 

Commander  Wright.  Yes.  I  do  not  believe  the  field  that  is  mn 
worth  one-eighth  rovalty  is  a  field  which  will  attract  work  anyhov. 

The  Chairman.  So  if  the  field  is  small  and  expensive  to  operate, 
the  royalty  would  probably  be  about  one-eighth,  but  if  it  was  a  very 
rich  field  and  the  profits  were  great,  if  it  was  gusher  territory,  tk 
rights  of  the  public  and  the  general  welfare  would  demand  that  hr 
should  get  more  than  one-eighth? 

Commander  Wright.  Yes,  sir;  very  much. 

The  Chairman.  Is  there  any  way  to  ^et  away  from  writing  it 
almost*  as  we  have  written  it  here,  with  a  minimum  of  one-eighth  ain! 
discretion  of  the  Secretary  above  that? 

Commander  Wright.  I  do  not  think  so. 

The  Chairman.  Especially  as  to  proven  territory? 

Commander  Wright.  Yes. 

The  Chairman.  Now,  as  to  the  wildcat  territory,  it  is  your  though' 
that  it  ought  to  be  as  definite  as  possible,  so  that  the  wilHcater  wouU 
know  precisely  what  he  is  going  to  get? 

Commander  Wright.  I  think  that  is  very  necessary.  I  think  that 
has  been  brought  out  by  the  oil  men  here. 

The  Chairman.  Now,  as  to  these  claimants,  so  called,  where  they 
have  some  prior  rights,  should  the  rule  be  the  same  for  them  as  it  is 
for  proven  territory  free  from  any  claim?  Has  the  return  they  hav? 
received  from  those  wells  been  sufficient  to  put  them  on  the  same  basis 
as  the  others?  What  would  be  your  judgment  about  that?  Do  I 
make  myself  clear? 

Commander  Wright.  Yes,  sir.  Some  of  them  have  not  gotten  i^ 
turns  from  their  wells  that  would  cover  their  expenses.  Others  have 
gotten  way  in  excess  of  it. 

The  Chairman.  Now,  if  we  made  the  royalty  a  minimum  of  on^ 
eighth  for  the  oil  taken  out  in  the  future,  and  a  fixed  onO'Cighth  of 
the  oil  taken  out  in  the  past ;  and  leave  discretion  in  the  Secretary 
to  determine  what  the  royalty  shall  be  beyond  the  eighth  for  oil 
that  is  to  be  taken  out  in  the  future,  would'nt  that  be  about  as  near  a^ 
we  could  do  that? 

Commander  Wright.  That  would  be  my  personal  idea  of  what  it 
should  be,  as  far  as  the  future  is  concerned. 

The  Chairman.  ,0f  course  the  oil  men  are  all  insisting  that  we  & 
a  maximum  royalty  beyond  which  the  Secretary  could  not  go.  Th«i. 
if  it  is  developed  that  on  a  very  small  tract,  on  a  very  small  exjvndi- 
ture,  the  returns  had  been  abnormal.  Congress  would  be  criticized 
that  it  had  tied  the  Secretary's  hands  and  left  him  without  abilitj 
to  get  what  he  should  get.    Isn't  that  true  ? 

Commander  Wright.  Yes;  I  believe  it  would  probably  be  the 
best  thing  for  the  committee  to  consider  what  has  been  returned  -^ 
the  past  and  to  fix  a  royalty  and  a  sliding  scale  royalty  in  the 
future. 


OIL  LEASING   LANDS.  1097 

Commander  Wright.  I  am.  I  have  just  quoted  to  you  the  facts 
relative  to  it 

Mr.  Lenboot.  And  still  you  think  that  it  is  not  necessary  to  use 
any  of  this  oil  in  naval  reserve,  do  you  ? 

Commander  Wright.  I  have  not  stated  that  it  is  not  necessary  to 
use  any  of  it.  I  have  stated  it  may  become  necessary.  That  was  one 
of  the  principal  reasons  for  the  introduction  of  the  Swanson  bill, 
which  provided  a  method  whereby  the  necessary  part  of  the  reserve 
could  be  developed  without  interfering  with  the  reserve  as  a  whole. 

Mr.  Lenroot.  If  it  is  developed,  I  do  not  suppose  you  contend  we 
will  produce  more  oil  than  is  needed  while  this  war  is  on,  do  youf 

Commander  Wright.  Of  course,  it  depends  on  development  But 
there  is  very  little  chance  of  such  a  thing. 

Mr.  Lenroot.  If  we  need  all  the  oil  during  the  existing  war  we 
can  produce,  why  should  we  not  produce  it? 

Commander  Wright.  We  should  produce  it,  and  that  is  exactly 
what  we  say ;  that  it  can  be  produced,  and  it  will  be  produced  if  nec- 
essary. As  I  say,  there  are  some  2,200  acres  which  is  available  for 
development  in  Naval  Reserve  No.  2.  That  should  be  developed,  if 
the  oil  is  required,  and  developed  in  such  a  manner  that  the  oil  in 
the  reserve  could  remain  and  at  the  same  time  sufficient  oil  be  pro- 
duced. If  you  checkerboard  a  field  you  are  destroying  largely  your 
reserve. 

Mr.  Lenroot.  That  is  the  situation  now,  is  it  not.  Commander? 

Commander  Wright.  No,  it  is  not  now. 

Mr.  Lenroot.  How  many  wells  are  there? 

Commander  Wright.  It  averages  about  one-fifth  development. 
There  are  approximately  330  wells.  Say,  counting  10  acres  to  a  well, 
there  would  be  approximately  one-fifth  developed.  As  a  matter  or 
fact,  SIS  the  wells  are,  it  is  more  than  one-fifth. 

Mr.  Lbnroot.  That  number  of  wells  is  sufficient,  in  a  compara- 
tively short  time,  very  materially  to  reduce  the  gas  pressure,  is  it 
not? 

Commander  Wright.  On  those  particular  areas,  when  the  produc- 
tion of  those  areas  falls  off  so  that  the  wells  are  not  productive,  they 
can  be  abandoned  and  plugged  so  they  will  not  damage  the  field. 

Mr.  Lenroot.  We  can  not  get  anything  like  the  production  when 
the  gas  pressure  is  gone  ? 

Commander  Wright.  The  gas  pressure  is  not  going  to  go  from  the 
whole  reserve. 

Mr.  Lenroot.  Why  not?  Does  not  gas  flow  more  freely  than  oil? 

Commander  Wright.  You  get  a  certain  amount  of  reduction  in 
pressure. 

Mr.  Lenroot.  Does  not  gas  move  farther  than  oil  ? 

Commander  Wright.  On  the  dry  fields,  yes.  And  in  the  oil  sands 
it  seems  to.  As  I  say,  at  a  distance  of  800  or  900  feet  we  get  a  slight 
reduction  of  gas  pressure,  although  we  get  very  little  reduction  in  oil. 

Mr.  Lenroot.  With  reference  to  the  needs  of  fuel  for  the  Navy : 
Assuming  that  we  need  16,000,000  barrels  a  year,  and  that  that  is  in- 
creasing, have  you  any  estimate  of  the  ultimate  needs  of  the  Navy, 
as  time  goes  on  ? 

Commander  Wright.  The  estimates  as  I  have  given  them  to  you 
there  are  as  far  as  we  can  fairly  go. 
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is  really  what  it  amounts  to.  But  your  geological  structures  an 
much  better  defined  there  and  you  can  depend  on  them  more.  Tc 
know  your  sand,  except  up  there  in  the  Foraker  quadrangle.  It  i- 
perhaps  doubtful  about  that. 

The  Chairman.  Now,  let's  come  right  down  and  ascertain  tt: 
view^s  of  the  Navy  Department.  You  are  specially  solicitous  aboj: 
retaining  a  supply  of  oil  and  securing  a  certam  supply  for  the  Xavr' 
That  is  your  prime  object? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  in  so  far  as  you  can  you  want  to  presene  ti^ 
oil  in  the  naval  reser^'es  for  that  purpose? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  But,  of  course,  you  want  to  do  it  intelligently 
You  do  not  want  to  abandon  wells,  let  the  water  break  in  and  destnjT 
them,  or  let  the  gas  pressure  recede? 

Commander  Wright.  Certainly  not. 

The  Chairman.  Now,  in  support  of  that  your  department  is  adv.* 
eating  the  passage  of  a  condemnation  bill  for  the  purpose  of  acqui: 
ing  these  holdings  and  taking  over  the  lands? 

Commander  Wright.  Yes,  sir;  to  settle  the  controversy. 

The  Chairman.  And  get  them  completely  under  your  control! 

Commander  Wright.  Yes,  sir. 

The  Chairman.  That  is  your  idea? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Now,  in  the  face  of  that  view  of  the  Navy  Depart 
ment,  and  in  the  face  of  the  apparent  necessity  of  the  Grovemmert. 
and  considering  the  status  of  the  legislation  and  jrour  desire  to  ^e' 
your  condemnation  bill  through,  what,  in  your  opinion,  is  the  dutj 
of  this  committee  to  do  with  reference  to  the  lands  in  the  naval 
reserves?    Do  I  make  myself  clear? 

Commander  Wright.  Yes,  sir.  I  believe  this  committee  shouU 
consider  whether  the  proper  thing  to  do  is  to  eliminate  the  Xavt! 
Reserves  and  have  them  covered  by  another  bill,  or,  which  I  believe 
in  my  personal  opinion  a  better  way  to  do,  to  provide  that  whatever 
relief — or,  as  I  call  it,  compromise  legislation — ^you  want  to  applj 
outside  of  the  naval  reserve,  and  this  same  measure  of  relief  f 
apply  as  laws  of  equity  within  the  naval  reserve  to  form  the  ba-i* 
of  compensation  in  any  other  provision. 

The  Chairman.  Now,  one  plan  would  be  to  put  a  proviso  in  tb 
bill  dropping  them  out  altogether. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  The  second  plan  would  be  to  adopt  this  depart 
mental  amendment  with  reference  to  them  and  let  them  go  on  pump^ 
ing  their  wells,  but  not  allow  them  to  drill  any  more. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Now,  the  third  plan  would  be  the  one  you  hav? 
just  stated,  to  put  a  proviso  in  that  so  far  as  private  holdings  it 
the  naval  reserves  were  concerned,  to  leave  that 

Commander  Wright.  So  far  as  private  claims  were  concerned. 

The  Chairman.  Yes ;  private  claims.  Leave  that  to  the  adjudica 
tion  of  whom  ?  Future  Congresses,  future  action  by  Congress,  o: 
the  Interior  Department,  or  where  would  you  vest  that?  Tk  I 
make  myself  clear  on  that? 
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Mr.  Lenroot.  Bight  on  that  point :  You  have  given  the  valuations 
of  the  lands  within  the  naval  reserve  as  aggregating  approximately 
$98,000,000? 

Commander  Wright.  Yes,  sir. 

Mr-  Lenroot.  That  we  will  be  compelled  to  appropriate  out  of  the 
Treasury,  assuming  that  they  were  entitled  to  the  luU  value  of  the 
lands? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  You  said  that  you  believed  that  the  President  in 
making  any  adjustment  would  take  into  consideration  the  relief  that 
we  are  granting  outside  of  the  naval  reserve,  and  where  the  facts 
are  the  same  inside  as  they  are  outside  he  would  give  the  same  meas- 
ure of  relief  in  money? 

Commander  Wright.  I  can  not  speak  for  the  President,  but  that 
would  be  my  view. 

Mr.  Lenroot.  So  that  if  outside  we  would  give  a  preferential 
lease  to  the  lands  upon  a  one-eighth  royalty — ^in  that  event,  as  to  the 
lands  in  dispute  inside,  the  President  would  give  seven-eighths  of 
the  value  of  the  land? 

Commander  Wright.  Oh,  no.  That  is  not  correct;  that  is  not 
seven-eighths  of  the  value  of  the  land.  You  have  got  your  operating 
expenses ;  you  have  your  depreciation  and  all  that  to  be  marked  on. 

Mr.  Lenroot.  But  the  operator  spends  that,  not  the  Government — 
I  mean  the  value  of  the  land  without  being  improved. 

Commander  Wright.  One-eighth  royalty  is  not  giving  them  full 
seven-eighths  of  the  value. 

Mr.  Lenroot.  Less  the  improvement  cost,  that  is  true. 

Commander  Wright.  There  may  be  a  charge-off  each  year. 

Mr.  Lenroot.  That  is  what  I  meant  to  say.  So  that  we  will  be 
called  upon  under  the  Swanson  bill  to  appropriate,  in  the  first  fh- 
stance,  anywhere  from  $75,000,000  to  $100,000,000? 

Commander  Wright.  It  depends  on  the  Southern  Pacific  suits. 

Mr.  Lenroot.  That  would  only  make  the  difference  between  the 
basis  of  full  value  and  the  one-eighth  royalty  ? 

Commander  Wright.  I  say,  it  would  depend  also  largely  on  the 
determination  of  the  Southern  Pacific  suits. 

Mr.  Lenroot.  Where  we  lease,  all  the  Government  gets  out  of  il 
is  one-eighth  royalty,  is  it  not? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  And  the  operator  gets  whatever  else  there  is? 

Commander  Wright.  You  are  not  considering  the  Southern  Pa^ 
cific  in  that  statement? 

Mr.  Lenroot.  That  might  be  the  full  value. 

Commander  Wright.  Or  it  might  be  nothing,  or  it  might  be  a 
conapromise. 

Mr.  Lenroot.  In  addition  to  whatever  that  would  be,  $75,000,000 
or  $100,000,000,  we  would  be  compelled  to  appropriate  very  large 
sums  for  drilling,  would  we  not? 

Commander  Wright.  If  you  were  going  to  develop  it  right  away. 

Mr.  Lenroot.  I  mean,  on  the  assumption  we  were  going  to  produce 
oil  in  the  reserve? 

Commander  Wright.  Yes. 
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Commander  Wright.  That  was  for  somebody  to  determine  wb: 
the  value  of  the  equity  is  which  you  provide  in  this  bill.  You  hn 
got  to  have  a  tribunal  somewhere. 

The  Chairman.  Now,  let  me  see  if  I  get  that  Your  No.  3  sugg& 
tion  would  be  to  incorporate  something  in  this  bill  which  would  dc( 
be  a  denial  of  relief,  of  course,  to  these  people ;  but,  as  I  understaii 
it,  you  do  not  want  them  to  go  on  drilling  this  naval  reserve  out,  be 
you  would  want  to  confine  them  to  their  present  wells,  and  if  you  tak; 
over  their  interest  at  all  you  take  it  in  dollars  rather  than  to  let  thee 
go  on  and  compensate  themselves  by  additional  drilling? 

Commander  Wright.  Yes.  sir;  that  is  the  idea. 

The  Chairman.  I  assume  that  is  true,  because  if  you  grant  theocei 
within  the  same  right  that  you  grant  without  you  would  probably 

five  them  a  preference  right  to  go  on  drilling  and  producing,  vhk: 
understand  you  do  not  want  them  to  do  within  the  reserve. 

Mr.  Elston.  You  would  express  that  right,  but  you  w^ould  not  giu 
that  right ;  j'ou  would  express  it  so  that  the  rights  of  those  within  tk 
reserves  would  be  stated  in  exactly  the  same  terms  as  those  outsiik. 
except  there  would  be  a  clause  that  they  can  not  exercise  that  right  of 
drilling:  they  can  exercise  the  preference  ri«:ht  to  hold  their  claims 
and  that  right  should  be  established  to  do  all  those  things  that  the; 
can  do  outside,  but  it  should  be  held  in  suspension  until  the  Govem 
ment  bought  it. 

Commander  Wright.  Yes,  sir;  and  do  it  either  in  this  bill  or  bji 
separate  bill. 

Mr.  Elston.  The  reason  being  this,  that  if  you  do  not  express  to 
those  inside  that  they  shall  have  the  right  to  drill,  and  the  preference 
right  of  the  claim,  you  do  not  measure  the  right ;  you  do  not  express 
what  the  right  is. 

The  Chairman.  You  are  not  trying  to  make  the  commander  saj 
that  he  wants  to  do  for  these  people  in  the  reserve  precisely  the  sarw 
thing  that  he  does  for  those  out  of  the  reserve? 

Mr.  Elston.  Exactly. 

The  Chairman.  That  is  exactly  the  thing  he  does  not  want  to  d" 

Mr.  Elston.  No;  except  as  to  the  suspension.  I  want  it  mad' 
clear,  because  he  has  stated  this  very  clearly,  and  I  understand  it 
thoroughly.  He  wants  to  put  them  both  absolutely  upon  the  saui^ 
basis  as  to  the  expression  oi  the  rights,  as  to  the  alternative  they  cai 
take,  except  as  to  those  inside  the  reserve,  he  will  merely  say,  **  Yon 
will  have  them  exactly  the  same  as  those  on  the  outside,  but  you  car 
not  use  them  until  the  Government  buys  them.'* 

Mr.  TiMBERLAKE.  But  they  shall  be  compensated  for  thcmf 

Mr.  Elston.  Yes. 

Mr.  Cka^iton.  The  only  thing  is,  they  have  got  these  rights;  but 
they  can  not  exercise  them.  You  would  recognize  the  same  right* 
and  equities  on  the  part  of  those  in  the  naval  reserve  as  those  outside 
of  the  naval  reserve,  but  as  those  within  the  naval  reserve  you  would 
not  grant  them  the  use  and  occupation  but  would  grant  them  com 
pensation. 

Commander  Wright.  Yes.  You  have  got  the  same  thing  to  start 
with  inside  and  outside,  but  you  have  got  a  different  object  that  yos 
want  to  accomplish. 

The  Chairman.  In  one  instance,  outside  of  the  reserve,  you  want 
to  get  it  all  out  as  fast  as  you  can;  while  inside  of  the  reserve,  in  so 
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Mr.  Lenroot.  So  that,  of  course,  we  ought  not  to  get  any  impres- 
sion that  25,000,000  is  the  real  estimate  of  the  contents  oi  that  re- 
serve, when  it  is  only  of  the  2,000  acres  of  proven  land. 

Commander  Wright.  And  with  a  certain  percentage  of  allow- 
ance— that  is,  based  upon  the  3  wells  which  have  been  drilled  there. 

Mr.  Lenroot.  You  spoke  of  some  tests  the  Navy  has  made? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  You  have  drilled  no  wells? 

Commander  Wright.  No,  we  have  not. 

Mr.  Lenroot.  If  it  had  not  been  for  the  large  number  of  wells 
drilled  in  Eeserve  No.  2  is  it  not  fair  to  say  we  would  have  had  as 
low  an  estimate  of  Naval  Eeserve  No.  2  as  of  No.  1  now  ? 

Commander  Wright.  No,  sir;  because  you  will  find  a  great  differ- 
ence between  the  early  gushers  of  No.  2  and  of  the  production  of  the 
wells  drilled  on  No.  1. 

Mr.  Lenroot.  Do  you  mean  by  that,  if  only  three  wells  had  been 
driven  on  No.  2  you  could  have  more  accurately  estimated  the  entire 
contents  of  that  reserve  than  you  can  No.  1? 

Commander  Wright.  It  would  have  estimated  very  much  higher. 
Here  are  the  wells  actually  drilled  on  Reserve  No.  2  when  the  with- 
drawal took  place. 

Mr.  Lenroot.  You  did  not  get  my  point.  I  did  not  m?an  to  say 
that  the  probable  estimate  of  No.  1  would  be  equal  to  that  of  No.  2, 
but  what  I  did  mean  was,  if  you  had  the  large  number  on  No.  2,  the 
estimate  would  have  been  much  lower. 

Commander  Wright.  Based  on  improvement,  yes.  You  have  got  to 
differentiats — 

Mr.  Lenroot.  So  that  we  do  not  know  what  Naval  Reserve  No.  1 
does  contain,  but  we  know  it  is  somewhere  around  25.000,000  or 
100,000,000  or  120,000,000? 

Commander  Wright.  We  have  two  things  to  consider 

Mr.  Elston  (interposing).  We  have  good  evidence  that  the  three 
wells  on  No.  1  are  not  abortive  wells,  but  are  wells  which  really 
indicate  the  full  possibilities  of  the  sand. 

Commander  Wright.  Oh,  yes;  because  these  spots  (indicating  on 
map)  are  wells  drilled  now. 

Mr.  Elston.  I  am  talking  about  Naval  Reserve  No.  1. 

Commander  Wright.  I  am  talking  about  reserve  No.  1.  You  can 
not  tell.  But  you  can  tell  from  the  structure.  If  you  have  a  struc- 
ture high  in  oil  content  and  you  pierce  it  you  are  going  to  get  high 
gas  pressure. 

Mr.  Elston.  Then  your  prediction  is  not  based  on  the  production 
but  on  the  saturation  of  the  sand? 

Commander  Wright.  No;  it  is  based  principally  on  the  produc- 
tion of  the  wells,  the  depth  of  the  sand,  and  the  general  structure, 
which  we  can  get  from  the  survey. 

Mr.  Elston.  My  point  is,  following  out  the  questions  of  Mr.  Len- 
root, if  only  three  wells  had  been  drilled  on  No.  2  of  the  character 
of  the  wells  drilled  on  No.  1,  as  he  says,  you  might  have  been  misled 
entirely  as  to  the  real  content  of  No.  2? 

Con'mander  Wright.  Nobody  can  guess  exactly  what  they  have 
until  they  gst  the  wells  down. 
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Mr.  Tayix)r.  Who  is  going  to  pro&t  mostly  it f 

Commander  Wright.  Within  the  naval  reserve  it  is  shown  on  the 
tables  that  I  showed.  I  am  not  saying  that  anybody  is  forcing  it  cr 
anvthing  of  the  kind. 

Mr.  Taylor.  Well,  supposing  we  have  no  legislation  at  all,  wb 
will  profit  most?  Will  it  be  the  little  feUows  that  are  trying  toge 
title  and  the  oil  developers  in  Wyoming  and  Colorado  and  othc: 
places  outside  of  the  naval  reserves? 

Commander  Wright.  My  personal  opinion  is  that  nobody  wil 
gain  if  we  don't  have  legislation ;  that  everybody  is  going  to  lose  if 
we  don't  have  legislation. 

Mr.  Taylor.  Who  will  lose  the  most?  Won't  it  be  the  Govert 
ment  of  the  United  States,  through  the  lack  of  development,  hamper 
ing  and  harassing  and  putting  at  a  standstill  development  in  t> 
VP^st? 

Commander  Wright.  I  think  that  legislation  should  be  passed  t' 
straighten  this  out. 

Mr.  Taylor.  Supposing  all  this  opposition  of  47  or  57  differeti 
varieties  should  present  any  legislation,  as  it  has  done  in  formf: 
years,  who  will  be  benefited  by  it  and  who  is  injured  by  it? 

Commander  Wright.  Well,  it  is  about  equal  all  the  wa^  aronud 

Mr.  Taylor.  Then  we  had  better  not  have  any  legislation,  had  we' 

Commander  Wright.  Yes ;  because  everybody  is  going  to  gain  i^ 
you  do  have  proper  legislation  and  everybody  is  going  to  lose :: 
you  don't  have  proper  legislation. 

Mr.  Taylor.  If  we  don't  have  any  lemslation.  how  will  it  be? 

Commander  Wright.  Everybody  will  lose.  I  can't  say  who  wil 
gain  most,  because  the  big  companies  have  holdings  which  they  c^ 
develop. 

Mr.  Taylor.  Isn't  this  true,  that  j^ou  take  it  in  the  State  of  Colt; 
rado,  and  the  Colorado  Fuel  &  Iron  Co.  has  got  large  beds  of  coaL 
the  Victor  Co.  and  the  big  coal  companies,  and  as  long  as  there  is  H'-' 
legislation  and  as  lon^  as  the  Government  acts  as  a  dog  in  the  manger 
and  will  not  be  anything  itself  or  let  anybody  else  do  anything,  tho^ 
companies  can  sell  their  coal  for  three  times  what  they  would  if  tk 
coal  was  opened  up  ?  Now,  aren't  they  benefited  and  everybody  el* 
injured  by  no  legislation? 

Commander  Wright.  If  they  are  being  allowed  to  sell  their  c<^ 
for  three  times  what  they  could  if  the  coal  fields  were  opened  up. 
I  say  they  are  benefited.    There  is  no  question  about  that. 

]Vfr.  Taylor.  In  other  words,  this  conservation  is  conserving  hm^ 
dreds  of  millions  of  dollars  into  the  pockets  of  the  big  companies. 

The  Chairman.  Well,  let  us  not  go  into  that  weird  subject  of  what 
might  be. 

Mr.  Taylor.  It  is  a  mighty  serious  subject.  That  is  exactly  what 
conservation  is  doing  to  our  country. 

Mr.  Baker.  Suppose  we  adopt  either  method  of  the  three  methoi' 
sujggested,  where  would  the  Southern  Pacific — ^what  would  be  dc«f 
with  their  lands  in  the  Naval  Re^rve  No.  2  in  the  meantime! 

Commander  Wright.  They  would  remain  in  the  same  position  the? 
are  now. 

Mr.  Elston.  They  are  subject  to  condemnation. 
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Mr.  Lenroot.  That  is  not  the  condition  that  would  affect  that 

Question,  is  it,  Commander — ^because  if  that  were  all,  Congress  should 
eal  with  that  question  according  to  whatever  the  equitable  rights 
may  be ;  in  other  words,  if  there  is  not  a  real  need  for  the  comman- 
deering of  this  property  for  the  use  of  the  Navy,  we  ought  not  to 
doit? 

Commander  Wrioht.  No. 

Mr.  Lenroot.  And  if  there  is  a  real  need  in  the  East,  there  is  an 
equal  need  in  the  West  or  mid-continent  field? 

Commander  Wright.  Not  as  far  as  development  has  gone,  be- 
cause the  Osage  is  a  reserve  at  the  present  date ;  there  has  been  noth- 
ing done  on  the  western  Osage. 

Mr.  Lenroot.  That  is,  so  long  as  that  is  not  released  it  would  be 
available  to  take  over  at  any  time;  that  is  your  idea? 

Commander  Wright.  That  is  the  western  Osage;  the  eastern 
Osage  you  know  the  state  of  development. 

!&.  Lenroot.  Yes.  Now,  with  reference  to^  this  naval  reserve, 
you  understand  in  the  withdrawal  orders  creatine  all  of  the  naval 
reserves  it  is  expressly  stated  in  the  withdrawal  order  that  they  were 
set  aside  for  the  Navy  until  revoked  by  the  President  or  by  Con- 
gress? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  So  that  until  Congress  acts  they  are  in  every  sense 
of  the  word  part  of  the  naval  reserve  ? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  But  the  President  in  the  order  himself  recognized 
that  Congress  in  its  wisdom  mi^ht  make  some  other  disposition  of  it? 

Commander  Wright.  Yes,  sir. 

Mr.  Lenroot.  So,  after  all,  the  fact  of  these  withdrawal  orders 
and  the  fact  of  the  reservations  that  have  been  made  have  no  bearing 
whatever  with  reference  to  the  decision  of  what  ought  to  be  done 
for  the  best  public  interest,  as  to  whether  they  should  be  continued 
or  whether  theyshould  not? 

Commander  Wright.  Except  in  so  far  as  the  Navy  has  depended 
on  having  a  reserve  for  the  future  and  has  built  ships  on  that  basis; 
the  committee  should  consider  that. 

Mr.  Lenroot.  Eight  there.  Would  you  have  the  committee  under- 
stand that  if  Naval  Reserve  No.  2  had  not  been  reserved  these  oil- 
burning  ships  might  not  have  been  constructed  ? 

Commander  Wright.  They  might  and  might  not.  You  have  heard 
the  letters  read  into  the  record  in  which  we  stated  that  we  must  know 
at  that  time  what  we  were  going  into.  The  life  of  a  battle  ship  we 
hope  to  be  20  years.    We  must  know  what  we  have  in  the  way  of  fuel. 

Mr.  Lenroot.  But  I  am  quite  sure,  if  I  may  say  it,  in  authorizing 
these  various  appropriation  bills  where  the  matter  was  gone  into,  I 
do  not  believe  the  naval  reserve  was  ever  mentioned  in  either  case  in 
that  connection.  It  was  assumed  we  would  have  oil  for  those  battle- 
ships. 

Commander  Wright.  In  that  same  naval  appropriation  you  have 
provided  $60,000  for  the  protection  of  the  naval  reserve. 

Mr.  Lenroot.  I  understand,  but  I  am  speaking  as  to  whether  we 
should  go  into  the  oil-burning  ships.  I  do  not  think  the  question  was 
ever  discussed ;  it  was  assumed  we  would  have  an  oil  supply,  whether 
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Mr.  Elston.  Is  that  the  gentleman's  agreement  that  he  speaks  of: 

Mr.  Raker.  Outside  of  the  gentleman's  agreement,  with  no  reeeiv 
ership,  what  is  the  Navy  Department  flaring  on  as  to  the  oil  in  ik 
wells  that  is  coming  out  now  pending  this  adjustment  with  the  otli^: 
claimants?  Are  you  going  to  let  those  people  go  right  on  and  puio: 
their  wells? 

Commander  Wright.  Why  not?  There  is  nothing  else  to  do. 
They  are  only  defensive  wells.  All  the  companies  are  Being  allowc"] 
to  drill  defensive  wells. 

Mr.  Raker.  I  know ;  but  they  have  got  a  lot  of  wells  that  are  pro- 
ducing wells,  and  they  are  pumping  that  oil  out  to  the  very  limit,  & 
that  they  can  use  it  now,  are  they  not  ? 

Commander  Weight.  They  are  pumping  out  what  oil  they  can  get 
out ;  yes,  sir. 

Mr.  Raker.  Certainly ;  and  they  have  got  60  or  70  pumping  welk 

Commander  Wright.  Eighty,  I  think. 

Mr.  Raker.  Now,  in  addition  to  the  80  wells,  producing  wells,  th€j 
are  permitted  to  drill  defensive  wells. 

Mr.  Elston.  Those  defensive  wells  are  producing  as  well,  Judge. 
Of  course,  they  are  merely  on  the  border  land. 

Mr.  Raker.  Now,  what  you  are  going  to  do  in  the  meantime  with 
reference  to  leaving  the  oil  in  the  ground  en  the  Southern  Pacifit 
lands  ? 

Commander  Wright.  We  can't  do  anything. 

Mr.  Raker.  So  while  you  are  adjusting  this  for  the  next  10  or  K^ 
years  on  this  naval  reserve,  you  are  going  to  let  the  Southern  Pacific 
continue  to  pump  oil  out  of  the  ground  ? 

Commander  Wright.  The  oil  will  have  to  come  out  of  the  grourJ 
anyhow  through  the  wells  that  are  drilled. 

Mr.  Raker.  The  purpose  of  the  reserve  is  to  keep  the  oil  in  the 
ground,  isn't  it? 

Commander  Wright.  Yes. 

Mr.  Raker.  Now,  for  10  years,  while  you  are  adjusting  this  matter, 
you  are  going  to  let  the  Southern  Pacific  pump  the  oil  out  t 

Commander  Wright.  Oh,  no. 

Mr.  Raker.  What  are  you  going  to  do  with  it  ? 

Commander  Wright.  All  the  wells  in  the  resem^e  will  not  come 
anywhere  near  pumping  the  oil  out  of  it. 

The  Chairman.  Haven't  you  seen  that  gentleman's  agreement 
here,  where  they  agreed  not  to  drill  any  wells  except  defensive  wells, 
that  has  gone  into  the  record  ?  Mr.  McLaughlin  put  it  in.  So  thev 
can't  drill  any  more  or  any  less,  and  the  Navy  Department  has  noth- 
ing to  do  with  it  and  can  not  have  anything  to  do  with  it.  It  is  an 
order  of  the  court,  made  to  stay  injunction  proceedings. 

Mr.  Raker.  What  I  am  trying  to  get  from  the  commander  is 
that  you  are  permitting,  and  your  intention  is  to  permit,  the  South- 
ern Pacific  to  continue  to  pump  to  their  fullest  capacity  the  welk 
that  they  now  have  on  their  lands  in  reserve  No.  2? 

Commander  Wright.  Also  every  other  claimant. 

Mr.  Raker.  Irrespective  of  how  much  territory  the  wells  thns 
drilled  and  now  in  use,  as  well  as  the  defensive  wells  that  may  b 
drilled,  may  drain  and  take  the  oil  out  of?    Is  that  right? 

Commander  Wright.  They  are  defensive  wells  only,  those  South- 
ern Pacific  wells. 
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Mr.  Baker.  Well,  I  can't  get  that  view  of  "defensive"  when 
there  have  been  80  producing  wells.  If  you  have  got  80  siphons 
drawingr  water  out  of  a  bucket,  if  you  just  let  them  stay  long  enough 
you  will  have  the  water  all  drawn  out. 

Commander  Wright.  That  is  perfectly  true  with  water  in  a  bucket 
and  a  siphon,  but  it  is  quite  a  different  proposition  when  you  come 
to  oil. 

Mr.  Elston.  But,  commander,  you  anticipate  in  answering  that 
question  the  passage  of  a  condemnation  act,  don't  you  ? 
•    Commander  Wright.  I  did  not  understand  your  question. 

Mr.  Elston.  You  have  answered  the  question  in  the  view  of  the 
possible  passage  of  a  condemnation  act? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Now,  in  view  of  that  possible  passage  of  a  condem- 
nation act,  you  anticipate  that  the  condemnation  act  will  provide  for 
summary  proceedings  by  which  through  an  interlocutory  decree, 
which  you  assume  will  come  almost  at  once,  the  Southern  Pacific 
lands  will  be  taken  over  by  the  Government  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  isn't  this  also  true :  Didn't  the  Federal  Gov- 
ernment in  this  suit  go  in  and  ask  the  court  to  grant  an  injunction 
against  the  drilling  of  any  more  wells? 

Commander  Wright.  Pending  suit ;  yes. 

The  Chairman.  And  in  order  to  stay  that  injunction,  which  was 
denied 

Commander  Wright  (interposing).  There  wasn't  any  denial.  It 
was  just  simply  stayed. 

The  Chairman.  They  did  enter  an  agreement  of  record,  and  it  is 
in  this  record  that  no  more  wells  will  be  drilled,  only  defensive 
wells  that  are  now  in  operation.    Isn't  that  true  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Then  the  Navy  Department  had  nothing  to  do 
with  that  suit,  nothing  to  do  with  that  agreement,  and  has  no  power 
now  to  either  stay  or  enforce  it  ? 

Commander  Wright.  No  power  to  do  anything  there.  We  want 
to  (jet  the  thing  settled  up.  Everybody  wants  to  get  the  thing  set- 
tled up,  I  think. 

Mr.  Mays.  You  would  not  be  willing  to  condemn  the  Southern 
Pacific's  lands  at  their  present  value  and  settle  the  litigation,  would 
you? 

Commander  Wright.  The  litigation  coiild  either  go  on  or  an 
agreement  could  be  reached  between  the  Southern  Pacific  and  the 
Government  as  to  a  certain  percentage  of  the  estimated  value  that 
could  be  paid  and  litigation  dismissed. 

Mr.  Mays.  There  was  a  decision  in  the  district  court  on  that  ques- 
tion, was  there  not?  Didn't  the  United  States  district  court  decide 
a  case  and  it  was  appealed  ? 

Commander  Wright.  The  onlv  decision  that  we  have  had  in  the 
Southern  Pacific  suits  is  that  in  Naval  Reserve  No.  1. 

Mr.  Mays.  How  was  that  decision? 

Commander  Wright.  It  was  decided  in  favor  of  the  Government. 
It  is  on  appeal. 

Mr.  Baker.  Well,  then,  continuing  my  theory  a  little  bit  further, 
irrespective  of  what  might  become  of  all  the  land  in  Naval  Reserve 
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Commander  Wright.  Absolutely. 

Mr.  Elston.  And  that  industry  should  have  security  for  the  fu- 
ture, at  least  so  far  as  the  future  covers  the  present  war,  in  order 
to  accomplish  victory. 

Commander  Wright.  Exactly. 

Mr.  Elston.  And  you  do  not  contemplate  in  any  action  or  sug- 
gestion you  are  making  that  this  ample  supply  to  industry  should  be 
given  fully  and  freely  even  if  it  does  trench  upon  the  naval  reserve? 

Commander  Wright.  If  it  is  necessary;  no,  sir.  We  have  the 
present  to  face.  We  have  the  future  that  we  must  figure  on.  We 
know  we  have  the  present. 

Mr.  Elston.  Have  you  any  misgivings  in  your  mind  at  all  that 
the  Government  or  the  Navy  is  dallying  with  this  proposition,  so 
that  its  insistence  at  this  time  upon  what  might  be  considered  by  it 
a  more  ample  settlement  of  the  question  in  its  behalf  is  jeopardizing 
to  any  extent  the  full  supply  of  fuel  oil  to  the  industries? 

Commander  Wright.  The  Navy  does  not  oppose  the  passage  of 
legislation ;  in  fact,  it  wants  to  see  proper  legislation  passed  to  open 
up  industry,  and  we  believe  that  it  can  bo  so  accomplished  as  to 
protect  both  industry  and  the  future. 

Mr.  Elston.  Supposing  the  matter  is  not  satisfactorily  settled  in 
the  near  future  and  the  two  opposing  sides  were  still  in  deadlock  as 
they  are  now,  do  you  think  that  that  would  become  a  precarious  one 
before  the  war  ends? 

Commander  Wright.  Personall3%  I  believe  if  things  are  left  as 
they  are  now  it  would  be  necessary  for  the  United  States  Govern- 
ment to  step  in  in  some  manner  and  commandeer  such  areas  as  a 
war  measure  for  development. 

Mr.  Elston.  For  development? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  For  the  general  good,  the  general  needs? 

Commander  Wright.  The  general  needs. 

Mr.  Elston.  And  how  soon  do  you  think  that  might  have  to 
be  done  in  case  this  deadlock  is  not  broken  by  legislation? 

Commander  Wright.  Under  present  conditions  in  California,  with 
what  will  be  coming  out  of  the  developed  fields,  and  if  proper  meth- 
ods are  taken  for  conservation  of  oil  m  California,  I  would  say  we 
have  an  ample  supply  for  two  years. 

Mr.  Elston.  Requiring,  however,  within  that  two  years  that  emer- 
gency  measures  be  provided  to  provide  against  conditions  subse- 
quent to  the  two  years? 

Commander  Wright.  Absolutely.    Yes,  sir. 

Mr.  Elston.  Which  would  require  action  of  a  drastic  nature  prior 
to  the  expiration  of  two  vears? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  You  spoke  of  3,000  acres  undisturbed  by  this  legisla- 
tion and  evidently  free  and  unhampered  for  development  in  Cali- 
fornia? 

Commander  Wright.  YeSj  sir. 

Mr.  Elston.  All  proven  oil  territory  ? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Can  you  advance  any  reason  in  your  mind^  consider- 
ing the  high  price  of  oil 
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Commander  Wright  (interposing).  Wait  a  minute.  I  did  not 
say  "free  and  unhampered."  It  is  in  litigation  I  am  talking  about 
but  not  in  the  naval  reserve. 

Mr.  Elston.  I  think  that  is  rather  a  material  proposition. 

Commander  Wright.  I  thought  I  made  it  plain. 

Mr.  Elston.  A  moment  ago  you  were  discussing  the  proposition 
of  alternative  sources  of  supply? 

Commander  Wright.  Yes. 

Mr.  Elston.  Outside  of  the  naval  reserve? 

Commander  Wright.  Outside  of  the  naval  reserve. 

Mr.  Elston.  The  inference  to  be  drawn  from  your  remarks  was 
that  even  if  the  navaL  reserve  were  tied  up  in  one  way  or  another  by 
litigation  or  what  not,  or  if  it  were  kept  intact  by  the  Navy  without 
development,  that,  nevertheless,  production  could  be  got  out  of  this 
3,000  acres  sufficient  to  supply  industry  ? 

Commander  Wright.  Yes. 

Mr.  Elston.  Do  you  now  qualify  that  statement  by  the  additional 
statement  that  legislation  must  be  had  to  release  that  for  production! 

Commander  Wright.  I  was  discussing  entirely  from  the  naval 
reserve  standpoint ;  yes.  If  there  were  any  misapprehensions  on  the 
part  of  the  committee  I  certainly  want  to  correct  it — ^that  a  great  part 
of  the  land  will  require  legislation,  but  it  is  not  in  the  naval  reserve. 
I  was  basing  my  remarks  on  a  proposition  of  a  measure  opening  up 
the  lands  outside  of  the  reserves  and  providing  by  proper  methods 
compensation  of  the  same  equities  within  the  reserves. 

Mr.  Elston.  In  sketching  a  moment  ago  the  various  oil  fields  in 
California,  either  now  being  developed  or  capable  of  development, 
but  outside  of  the  naval  reserves,  was  your  object  to  show  the  possi- 
bilities of  production  without  legislation  and  without  production 
from  naval  reserves? 

Commander  Wright.  Not  without  legislation — ^without  the  naval 
reserve.  If  you  got  an  idea  that  the  Navy  Department  is  opposing 
legislation  now,  I  wish  to  correct  you.  We  do  want  to  see  proper 
legislation. 

Mr.  Elston.  I  got  from  your  statement  that  you  were  sketching 
the  undeveloped  possibilities  in  California  which  were  free  to  de- 
velopment which  might  offset  this  continuing  decrease  of  production. 

Commander  Wright.  All  that  area  which  I  was  pointing  out, 
which  shows  up  a  little  bit  darkened  in  the  main  body  is  withdrawn 
[indicating  on  map].  That  is  practically  all  in  litigation  of  some 
kind  orpatented. 

Mr.  Elston.  Then  it  is  your  absolute  belief  that  increased  pro- 
duction adequate  to  the  needs  of  the  country  in  the  future  would 
depend  largely  on  some  kind  ow  legislation  which  would  release  the 
lands  from  hampering  conditions? 

Commander  Wright.  Yes. 

Mr.  Elston.  Its  entire  production  now  ? 

Commander  Wright.  You  see,  the  total  acreage  withdrawn  in 
California  is  1,257,229  acres.  All  that  land  is  withdrawn  now.  Of 
course,  that  is  not  all  proven  lands,  by  any  means,  and  some  of  it  is 
very  deep  drilling,  which  should  not  be  drilled  at  this  time, 

Mr.  Elston.  Have  you  ever  fixed  in  your  mind  what  the  aggregate 
reserve  supply  in  the  way  of  oil  in  place  should  be  in  order  to  sup- 
plement current  supplies  that  can  be  got  from  other  sources? 
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Mr.  Elston.  I  think  I  get  your  idea  there.  Then  where  do  yoi 
find  water  here?  You  find  water  in  the  syncline  approaching  up  tk 
grade  of  the  anticline?    Is  that  it? 

Mr.  Wolf.  There  is  water  in  the  syncline,  to  what  extent  the  de 
velopment  has  not  yet  completely  shown,  and  will  not  be  shown  until 
the  development  has  gone  further.  The  water  does  not  lie,  I  wiE 
say,  in  the  synclines  in  the  oil  measures  to  the  exclusion  of  oil,  as  it 
might  be  assumed  in  this  particular  situation.  It  is  possible  tbt 
there  may  be  portions  of  that  syncline  area  which  are  entirely  occu- 
pied by  water,  but  that,  I  believe,  is  not  yet  proven. 

Mr.  Elston.  Then  the  pressure  comes  from  the  intrusion  of  water 
on  either  side? 

Mr.  Wolf.  I  can  not  say  that  that  would  be  an  acceptable  theory 
for  that  formation  in  the  Midway  field. 

Mr.  Elston.  Well,  I  think  this  diagram  here  gives  me  an  idea  of 
the  actual  structure.  I  did  not  have  it  that  way  before.  I  had  ii 
just  inverted. 

Mr.  Wolf.  This  sketch  map  was  prepared  from  the  well  records. 

Mr.  Elston.  I  think  that  gives  me,  with  the  explanation  of  the  dia- 
gram, a  pretty  good  idea  oi  it. 

Mr.  Baker.  Have  you  any  experience  with  the  Salt  Creek  field. 
Mr.  Wolf? 

Mr.  Wolf.  I  have  passed  through  the  Salt  Creek  field. 

Mr.  Eaker.  But  you  have  not  gone  into  it  for  a  scientific  investi- 
gation ? 

Mr.  Wolf.  I  h^ve  not.* 

Mr.  Baker.  So  you  would  not  know  how  that  would  be  affected  b? 
a  checkerboard  system  of  development,  pumping  or  handling  ? 

Mr.  Wolf.  What  would  be  affected? 

Mr.  Baker.  The  Salt  Greek  oil  field.  Supposing  you  would  use 
every  alternate  quarter  section  in  there,  for  instance? 

Mr.  Wolf.  Well,  the  Salt  Creek  field  is  pretty  well  punctured  now 
on  every  quarter  section  with  some  wells. 

Mr.  6aker.  I  realize  that,  but  there  are  lots  of  places  that  are  nd 
punctured,  and  what  I  was  asking  you  was  if  you  knew  what  effect 
it  would  have  on  those  not  punctured,  on  the  wells  now  already  in 
there,  unless  it  is  handled  by  the  men  who  have  had  personal  ex- 
perience in  the  Salt  Creek  field. 

Mr.  Wolf.  I  think  the  exhibits  of  the  facts  disclosed  by  the  well 
records  would  be  the  very  best  guide  to  answering  your  question  in- 
telligently. We  can  all  guess,  but  in  matters  like  tliis  it  is  very  poor 
policy  to  guess  at  things  that  are  ascertainable,  and  I  would  not 
want  to  be  led  into  giving  any  opinion  on  a  subject  like  that  unless 
I  had  gone  into  it  in  the  way  we  have  been  permitted  to  do  on  Naval 
Beserve  No.  2  and  elsewhere  in  the  California  fields. 

Mr.  Eaker.  You  would  not  know  what  effect  it  would  have  on  the 
Salt  Creek  field? 

Mr.  Wolf.  I  don't  believe  anyone  could  tell  intelligently  until  he 
has  studied  it. 

Mr.  Raker.  Take  Naval  Reserve  No.  2,  the  wells  already  in  ex- 
istence, have  you  made  an  examination  or  investigation  so  "as  to  be 
able  to  determine  about  how  far  those  wells  will  tap  the  territory 
and  draw  the  oil  from  the  lands  there? 
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Mr.  Wolf.  I  could  only  say  this,  that  an  examination  under  my 
direction  was  made  for  the  benefit  of  the  court  last  year,  which  ex- 
tended over  six  months  of  time,  to  gather  the  information  and  which 
records  have  been  worked  up  quite  completely  as  to  what  each  and 
every  well  has  done  in  particular  situations,  and  particularly  with 
reference  to  the  wells  drilled  by  the  Southern  Pacific  and  the  oper- 
ators on  the  adjacent  lines  to  the  Southern  Pacific,  we  have  got  a 
very  large  amount  of  evidence  as  to  how  much  drainage  has  actually 
occurred.  The  report,  made  in  September,  1916,  concluded  with 
some  tentative  conclusions  as  to  what  the  drainage  had  been,  and  we 
are  now  engaged  at  this  time  in  completing  those  studies.  Those 
temporary  or  tentative  conclusions  were  stated  in  concise  terms,  and 
I  believe  from  the  way  the  further  investigation  has  now  gone  that 
the  final  report  will  take  the  preliminary  report  and  will  modify  the 
conclusions  by  what  has  been  disclosed  since  by  further  and  com- 
plete study.  I  can  furnish  a  copy  of  tho3e  tentative  conclusions,  if 
you  wish,  for  the  record. 

Mr.  Elston.  Is  it  very  long? 

Mr.  Wolf.  No. 

Mr.  Elston.  Just  a  brief  statement? 

Mr.  Wolf.  A  brief  statement  or  resum^  of  the  deductions,  which 
was  given  to  all  the  companies  who  were  so  kind  as  to  supply  me 
with  information  for  making  that  investigation. 

Mr.  Raker.  How  long  is  that? 

Mr.  Wolf.  I  will  give  it  to  you.  I  should  say  it  will  take  about 
one  page  of  typewritten  matter  on  legal-cap  paper. 

The  Chairman.  Well,  without  objection,  we  will  put  it  in  the 
record  at  this  point. 

(The  paper  referred  to  follows:) 

CONCLUSIONS     AS     TO    UNDERGROUND     DRAINAGE,     CO  AUNG  A     AND     MIDWAY-SUNSST 

FIELDS. 

Until  all  the  wells'  records  obtained  have  been  thoroughly  worked  up  and 
compared  and  other  conditions  noted  as  between  opposing  wells  no  entirely 
satisfactory  conclusions  can  be  drawn  as  to  underground  drainage.  The 
Influences  governing  production,  as  understood,  are  substantially:  (a)  The  gas 
pressure;  (6)  the  degree  of  saturation  of  the  oil-bearing  strata;  (c)  the 
pravity  of  the  oil ;  (d)  the  porosity  of  the  oil  formations  or  oil-bearing  strata; 
(c)  the  type  of  well  which  is  producing,  being  dependent  on  the  amount  and 
character  of  neighboring  well  development  and  the  time  same  was  done  in 
relation  to  the  time  when  the  well  under  consideration  was  put  on  production ; 
(/)  the  water  situation — that  is,  whether  or  not  the  well  is  makinjr  ^'•"" 


its  source;  ((f)  whether  or  not  the  structural  conditions  "•-  .    ,irnw  oil 

considerable  area— that  is,  whether  broUfyv-^  a'  well  }^«J^]^' J^j^^^^^^  than 
development  of  the  field  ;  .am],,^  u>  ri6wlng  well,  ^^/^^^^^^.^^^^^^^^^^ 

^^V^^%......  -e"  firmed  in  th-pji^^^^^^^^^  S  or  zone  of 

nav  tv  of  the  oil  be  14  or  30  J^^^lJ^;'.\:^j^^  ^vith  each  well  as  to  make 
Muence  is  so  dependent  oj). Jff  ^"^^^w^^^^^^^^  ordinarily  P^ocluce  from 
estimates   ther^"  J^^^^^^^^^^^^  oi^'than  any  subsequently  drilled  in  the 

1(K>  per  cent  to  500  per  ceui  lu^  ,.  ,  ,     ^  n^^  ♦i.o 

^TT^t  the  wens  of  "Type  B"  ^-ereln  tho«|  ^rflowSlf  wS  S"  hen 
inmJ  wen  o?  the  section  wUl  a^  ^"^ VJ^doubtX  sef  UP  such  drainage 
drilled  promptly  along  a  first  Une  tney 
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Mr.  Elston.  I  think  I  get  your  idea  there.  Then  where  do  y€  i 
find  water  here?  You  find  water  in  the  syncline  approaching  up  tl  i 
grade  of  the  anticline?    Is  that  it? 

Mr.  Wolf.  There  is  water  in  the  syncline,  to  what  extent  the  d< 
velopment  has  not  yet  completely  shown,  and  will  not  be  shown  untl 
the  development  has  gone  further.  The  water  does  not  lie,  I  wil 
say,  in  the  synclines  in  the  oil  measures  to  the  exclusion  of  oil,  as  il 
might  be  assumed  in  this  particular  situation.  It  is  possible  thai 
there  may  be  portions  of  that  syncline  area  which  are  entirely  ocen 
pied  by  water,  but  that,  I  believe,  is  not  yet  proven. 

Mr.  Elston.  Then  the  pressure  comes  from  the  intrusion  of  wateii 
on  either  side  ? 

Mr.  Wolf.  I  can  not  say  that  that  would  be  an  acceptable  theon 
for  that  formation  in  the  Midway  field. 

Mr.  Elston.  Well,  I  think  this  diagram  here  gives  me  an  idea  oi 
the  actual  structure.  I  did  not  have  it  that  way  before.  T  had  it 
just  inverted. 

Mr.  Wolf.  This  sketch  map  was  prepared  from  the  well  records. 

Mr.  Elston.  I  think  that  gives  me,  with  the  explanation  of  the  dia- 
gram, a  pretty  good  idea  oi  it. 

Mr.  Baker.  Have  you  any  experience  with  the  Salt  Creek  field. 
Mr.  Wolf? 

Mr.  Wolf.  I  have  passed  through  the  Salt  Creek  field. 

Mr.  Baker.  But  you  have  not  gone  into  it  for  a  scientific  investi- 
gation ? 

Mr.  Wolf.  I  h^ve  not.* 

Mr.  Baker.  So  you  would  not  know  how  that  would  be  affected  br 
a  checkerboard  system  of  development,  pumping  or  handling? 

Mr.  Wolf.  What  would  be  affected? 

Mr.  Baker.  The  Salt  Greek  oil  field.  Supposing  you  would  use 
every  alternate  quarter  section  in  there,  for  instance? 

Mr.  Wolf.  Well,  the  Salt  Creek  field  is  pretty  well  punctured  now 
on  every  quarter  section  with  some  wells. 

Mr.  Baker.  I  realize  that,  but  there  are  lots  of  places  that  are  not 
punctured,  and  what  I  was  asking  you  was  if  you  knew  what  effect 
jt  would  have  on  those  not  punctured,  on  the  wells  now  already  in 
there,  unless  it  is  handled  by  the  men  who  have  had  personal  ex- 
perience in  the  Salt  Creek  field. 

Mr.  Wolf.  I  think  the  exhibits  of  the  facts  disclosed  by  the  well 
records  would  be  the  very  best  guide  to  answering  your  question  in- 
telligently. We  can  all  guess,  but  in  matters  like  tKis  it  is  very  poor 
policy  to  guess  at  things  that  are  ascertainable,  and  I  would  not 
want  to  be  led  into  giving  any  opinion  on  a  subject  like  that  unless 
I  had  gone  into  it  in  the  way  we  nave  been  permitted  to  do  on  Naval 
Eeserve  No.  2  and  elsewhere  in  the  California  fields. 

Mr.  Baker.  You  would  not  know  what  effect  it  would  have  on  the 
Salt  Creek  field?  ^  ' 

Mr.  Wolf.  I  don't  believe  anyone  could  tell  intelligently  until  he 
has  studied  it. 

Mr.  Baker.  Take  Naval  Beserve  No.  2,  the  wells  already  in  ex- 
istence, have  you  made  an  examination  or  investigation  so  as  to  be 
able  to  determine  about  how  far  those  wells  will  tap  the  territory 
and  draw  the  oil  from  the  lands  there  ? 
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Mr.  Wolf.  I  could  only  say  this,  that  an  examination  under  my 
lirection  was  made  for  the  benefit  of  the  court  last  year,  which  ex- 
ended  over  six  months  of  time,  to  gather  the  information  and  which 
ecords  have  been  worked  up  quite  completely  as  to  what  each  and 
very  well  has  done  in  particular  situations,  and  particularly  with 
eference  to  the  wells  drilled  by  the  Southern  Pacific  and  the  oper- 
itors  on  the  adjacent  lines  to  the  Southern  Pacific,  we  have  got  a 
ery  large  amount  of  evidence  as  to  how  much  drainage  has  actually 
Kjcurred.  The  report,  made  in  September,  1916,  concluded  with 
ome  tentative  conclusions  as  to  what  the  drainage  had  been,  and  we 
ire  now  engaged  at  this  time  in  completing  those  studies.  Those 
emporary  or  tentative  conclusions  were  stated  in  concise  terms,  and 
;  believe  from  the  way  the  further  investigation  has  now  gone  that 
he  final  report  will  take  the  preliminary  report  and  will  modify  the 
conclusions  by  what  has  been  disclosed  since  by  further  and  com- 
plete study.  I  can  furnish  a  copy  of  those  tentative  conclusions,  if 
f?^ou  wish,  for  the  record. 

jVIr.  Elston.  Is  it  very  long? 

Mr.  Wolf.  No. 

Mr.  Elston.  Just  a  brief  statement? 

Mr.  Wolf.  A  brief  statement  or  resume  of  the  deductions,  which 
was  given  to  all  the  companies  who  were  so  kind  as  to  supply  me 
with  information  for  making  that  investigation. 

Mr.  Raker.  How  long  is  that? 

Mr.  Wolf.  I  will  give  it  to  you.  I  should  say  it  will  take  about 
one  page  of  typewritten  matter  on  legal-cap  paper. 

The  Chairman.  Well,  without  objection,  we  will  put  it  in  the 
tecnrd  at  this  point. 

(The  paper  referred  to  follows:) 

CONCLUSIONS     AS     TO    UNDERGROUND     DRAINAGE,     COALINGA     AND     MIDWAY-SUNSST 

FIELDS. 

Until  all  the  wells'  records  obtained  have  been  thoroughly  worked  up  and 
compared  and  other  conditions  noted  as  between  opposing  wells  no  entirely 
satisfactory  conclusions  can  be  drawn  as  to  underground  drainage.  The 
Intiuences  governing  production,  as  understood,  are  substantially:  (a)  The  gas 
pressure;  (6)  the  degree  of  saturation  of  the  oil-bearing  strata;  (c)  the 
gravity  of  the  oil;  (d)  the  porosity  of  the  oil  formations  or  oil-bearing  strata; 
(r)  the  type  of  well  which  is  producing,  being  dependent  on  the  amount  and 
character  of  neighboring  well  development  and  the  time  same  was  done  in 
relation  to  the  time  when  the  well  under  consideration  was  put  on  production ; 
(/)  the  water  situation — that  is,  whether  or  not  the  well  is  making  water  and 
its  source;  (g)  whether  or  not  the  structural  conditions  are  the  same  for  any 
considerable  area— that  is,  whether  broken  or  regular;  (h)  the  state  of 
development  of  the  field;  and   (f)  the  degree  of  saturation  of  the  oil-bearing 

strata.  ,.      i»      i 

The  following  tentative  conclusions  can  be  offered : 

"/i5    Xlifit  the  first  well  of  a  section,  the  "  Type  A"  well  herein,  will  draw  oU 

/•v   '^^i/  wider  circle  and  will,  as  a  flowing  well,  drain  a  larger  territory  than 

thnb-Thsequent  well  drilled  in  trie  vicinity,  and  that  this  is  true  whether  the 

jJuv  of  the  oil  be  14  or  30*  Baum6.     The  size  of  this  circle  or  zone  of 

r.mueiice  is  so  dependent  on  varying  conditions  with  each  well  as  to  make 

estimates   thereon    unsatisfactcjy.     The   well    will    ordinarily   produce   from 

lix)  per  cent  to  500  per  cent  more  oil  than  any  subsequently  drilled  in  the 

vicinitv 
2   That  the  wells  of  "Type  B"  herein,  those  which  immediately  follow  the 

initVil  well  of  the  section,  will  also  usually  come  in  as  flowing  wells;  that  when 

drilled  promptly  along  a  first  line  they  will  undoubtedly  set  up  such  drainage 
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Influences  toward  the  line  as  to  act  as  a  barrier  to  the  drainage  of  fortber  oil 
across  the  line  so  drilled ;  that  Is,  the  line  of  wells  will  prevent  oil  from  bdns 
drawn  across  it  by  operations  on  the  adjacent  property. 

3.  That  the  wells  of  "  Type  G  "  herein,  those  which  follow  the  first  two  types, 
and  assumed  to  have  been  drilled  earlier,  will  come  In  with  considerably  les 
Initial  yield,  and  will  ordinarily  after  a  period  settle  down  to  producing  as  rnncb 
oil  per  day  as  the  first  two  types  will  then  be  producing. 

4.  That  it  can  be  accepted  as  an  almost  invariable  general  rule  that,  when 
within  the  zones  of  influence,  the  first  well  completed  of  two  opposing  wells 
will  get  the  larger  share  of  the  oil,  and  that  the  sum  in  excess  gotten  will  be 
more  than  merely  the  amount  of  oil  the  first  well  produced  while  the  second  was 
not  yet  on  production. 

5.  That  zones  of  influence  show  between  two  wells  spaced  300  feet  apnrt 
when  producing  oils  of  any  gravities  between  14  and  30°  Bnuni^ ;  that  the  first 
well  to  be  finlshe<l  of  two  opposing  wells  will  get  the  better  initial  and  the  better 
sustainHl  production,  the  amount  depending  upon  their  relative  dates  of  com- 
pletion. However,  in  the  case  where  the  oil  is  less  than  16 *"  Baum^  the  extent 
of  the  influence  is  not  so  great  that  one  well  will  pick  up  the  production  of  the 
other  temporarily  shut  down,  as  will  ordinarily  happen  if  the  gravity  is  mnch 
above.  16°;  and  in  the  case  where  the  gravity  is  as  much  as  24°  Baum6  the 
advantage  to  the  first  over  the  second  well  Is  so  great  where  shut  down  even 
temporarily  that  the  second  will  seldom  recover  from  the  handicap. 

6.  That  zones  of  influence  show  between  two  wells  spaced  400  feet  apart 
when  producing  oils  of  any  gravities  between  14  and  30°  Baum6,  but  that  said 
distance  is  probably  the  maximum  over  which  a  direct  influence  will  be  shown 
with  oils  as  heavy  as  16°  BaumC.  In  the  case  where  the  gravity  Is  as  much 
as  24*  Baum6  the  extent  of  the  influence,  while  still  of  decided  character,  U 
not  sufllcient  to  show  marked  differences  in  the  amount  of  the  sustained  pro- 
duction of  the  two  opposing  wells. 

7.  That  no  zones  of  influence  directly  discernible  show  between  two  well? 
spaced  600  feet  apart  when  producing  oils  of  any  gravity  up  to  30*  Baum^. 
This  does  not  mean  that  a  first  well  might  not  produce  at  the  end  of,  say,  three 
years  more  oil  than  if  a  second  had  not  been  drilled  600  feet  away;  it  does 
mean,  however,  that  the  production  curves  of  two  opposing  wells  so  placed  do 
not  show  any  sensible  influence  one  upon  another.  In  other  words,  it  meaas 
that  the  curve  of  a  second  well,  drilled  a  year  after  a  first,  will  show  the  same 
characteristic  drop  and  to  have  been  uninfluenced  by  the  first  well. 

J.  H.  G.  Wolf. 
San  Fbancisco,  Cal.,  September  21,  1916. 

Mr.  EusTON.  Just  one  question,  Mr.  Wolf.  You  have  been  here 
present  during  all  of  the  testimony  of  Commander  Wright,  have  you? 

Mr.  Wolf.  If  his  testimony  was  limited  to  what  he  said  to-day: 
yes.  I  do  not  know  whether  Commander  Wright  gave  any  testimony 
before  I  arrived  here.    I  arrived  on  the  18th. 

Mr.  Elston.  You  have  been  here  hearing  the  sessions  since  the 
18th? 

Mr.  WoLP.  Yes. 

Mr.  Elston.  And  during  any  testimony  you  have  heard  since  that 
time  you  have  no  reason  to  check  or  correct  any  statements  of  his 
with  regard  to  drainage  and  other  matters  which  would  be  within 
the  cognizance  of  a  petroleum  engineer?  I  merely  want  to  get  the 
idea  that  he  was  making  statements  which  you  believed  s\ibstant\aU 
correct.  '^ 

The  Chairman.  I  think  we  will  know  that  better  if  we  asfr^ 
Wolf  to  prepare  a  short,  brief  statement  on  each  of  these  na\.  , 
reserves  and  put  in  the  record  just  what,  in  his  opinion,  can  be  don^  ' 
with  reference  to  cutting  off  future  production,  future  wells,  am^ 
how  far  we  could  go  economically  in  that  direction.    I  would  like  r 
have  you  do  that. 

Mr.  Elston.  Does  this  cover  your  statement  before  the  Seoi^ 
committee  f  1 
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of  time  would  pass  between  the  passage  of  this  bill  now  under  con- 
sideration and  the  condemnation  act  as  would  jeopardize  the  oil  in 
Naval  Reserve  No.  2? 

Commander  Wright.  Yes;  unless  the  suspension  clause  is  incor- 
porated. 

Mr.  Elston  (continuing).  By  reason  of  new  wells  being  drilled 
during  the  interim? 

Commander  Wright.  The  only  reason  I  did  not  suggest  that  this 
bill  itself  should  provide  for  the  compensation  of  the  equities  was 
the  fact  that  Mr.  Ferris  spoke  the  other  day  of  this  committee  not 
making  appropriations. 

Mr.  Elston.  Then,  if  that  is  true,  what  harm  could  come  from 
treating  equally  those  whom  you  say  are  in  like  position,  namely, 
those  inside  and  outside  the  naval  reserve,  by  making  relief  pro- 
visions for  them  all  in  this  bill,  with  the  relief  that  Congress  thinks 
and  the  committee  thinks  should  be  given  them,  without  any  reserva- 
tion such  as  you  suggest  with  regard  to  the  use  of  the  property,  and 
then  let  the  Government  come  along  with  its  condemnation  bill. 

Commander  Wright.  I  can  not  agree  with  that  at  all.  While 
simply  the  working  of  these  wells  which  are  drilled  now  could  not 
affect  the  value  of  the  reserve  in  the  time  to  come,  yet  the  immediate 
opening  up  and  drilling  of  the  rest  of  the  reserve,  as  this  bill  would 
do,  if  you  put  in  more  than  the  well  leasing,  might  cause  sufficent 
drilling  in  that  reserve  to  destroy  it. 

Mr.  Elston.  It  might? 

Commander  Wright.  Yes. 

Mr.  Elston.  Depending  on  the  length  of  time  elapsed  between  the 
passage  of  this  act  and  the  condemnation  act? 

(^ommander  Wright.  Yes. 

Mr.  Elston.  But  if  those  should  follow  one  another  during  the 
same  Congress,  do  you  think  that  would  be  material  at  all  ? 

Commander  Wright.  I  think  that  the  proper  thing  to  do  is  to  de- 
fine the  period  in  your  bill  and  not  leave  it  open. 

Mr.  Elston.  Do  you  want  to  define  it  in  such  a  way  that  the  Gov- 
ernment could  withhold  its  condemnation  suits  so  that  the  stay  clause 
would  prevent  any  use  of  the  lands? 

Commander  Wright.  There  is  no  question  but  that  the  Govern- 
ment would  go  ahead. 

Mr.  Elston.  When  do  you  think  the  Government  would  go  ahead 
with  its  condemnation  action  if  the  condemnation  act  is  passed? 

Commander  Wright.  Just  as  soon  as  the  proper  organization 
could  be  put  into  effect  for  taking  over  the  property. 

Mr.  Elston.  You  know  what  a  tangled  matter  this  is,  and  do  you 
believe  that  it  would  facilitate  somewhat  the  passage  of  the  con- 
demnation act,  if  you  did  not  take  that  as  the  exclusive  means  of  re- 
lieving these  oil  men  in  reserves,  but  permitted  the  present  act  to 
pass,  and  then  brought  your  condemnation  bill  into  play? 

Commander  Wright.  I  believe  that  would  seriouslv  menace  the 
reserve. 

Mr.  Elston.  But  it  would  facilitate  the  course  of  legislation? 

Commander  Wright.  I  do  not  see  why  it  should.  The  oil  men 
themselves  asked  to  have  the  naval  reserves  excluded  from  the  bill 
PS  it  p?>ssed  the  Senate.  They  certainly  could  not  object  to  this  bill 
determining  the  equities. 
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roBcrve  here  nre  reduced  hy  the  wells  drilled  across  the  middle  portion  of  Si 
and  by  the  uncertainty  as  to  the  oil  contents  of  the  westerly  Imlf  of  M  and  tbe 
east  half  of  8S.  The  area  lies  near  and  in  the  assumed  axis  of  the  Midway 
Valley  syncline.  The  wells  ndjacent  to  the  southwest  comer  of  34  have  noc 
been  profitable,  nor  prolific.  On  the  whole,  the  wells  of  "  area  B  *'  have  come  is 
under  high  pressure  and  large  yields,  but  have  fallen  away  quickly;  tbe 
reduction  curve,  derived  from  plotting  up  the  well  yields  by  stated  periods, 
drops  more  sharply  than  elsewhere  in  the  reserve,  indicating  shorter-lived  wdls 
and  less  easily  conservable  oil.  Preliminary  studies  indicate  a  proven  acreage 
In  **  area  B  **  of  1,400  acres  and  an  estractable  oil  content  of  S3;25O,OO0  ban^ 
under  normal  conditions. 

There  are  no  other  areas  in  the  west  half  having  conditions  in  any  iraj 
favorable  for  conserving  a  supply,  and  the  two  areas  it  does  possess  are  not 
so  satisfactory  as  those  in  the  east  half  of  the  reserve. 

THE    EAST    HALF — VTS    CHABACTBRISTICS. 

(i)  Boat  half. — ^The  proven  acreage  amounts  to  7,155  acres,  or  46  per  cent  of 
that  of  the  reserve,  and  contains  190.000,000  barrels  of  oil  extractable,  or  54 
per  cent  of  its  extractable  contents.  The  development  is  limited  to  1^  oP. 
and  gas  wells,  or  37  per  cent  of  all  the  producing  wells  of  the  reserve,  as 
against  224  wells  on  the  west  half.  Of  the  134  wells  82  oil  wells  are  conceo* 
lrate<l  on  and  a  round  the  State  school  section  16,  thus  fully  developing  82" 
acres,  or  11  per  cent,  of  the  proven  acreage  of  the  east  half,  and  leaving  ^"^ 
combined  oil  and  gas  wells  scattered  over  the  remaining  89  per  cent  of  the 
proven  acreage.  Thus  the  11  per  cent  thickly  develope<l  groumi  hsi*^  one  well  t- 
10  acres,  while  the  remaining  89  has  but  one  well  to  122  acres. 

The  conditions,  therefore,  for  establishing  and  maintaining  reserves  in  tbe 
east  half  are  far  more  favorable  and  practicable  than  on  the  west  half.  Two 
such  conservable  areas  are  here  examined  and  discussed,  being  designatei 
"  area  O  "  and  "  area  D." 

(/)  "  Area  C." — This  is  the  largest  and  most  important  of  all  the  conservahle 
areas  in  the  reserve,  and  its  features  have  been  under  direct  observation  and 
study  for  a  considerable  period.  As  tentatively  selected,  it  consists  of  eight 
and  one-half  sections  thrown  across  the  entire  structure — that  is,  extending 
laterly  from  the  syncline  on  the  northeasterly  side  of  the  reserve  to  tbi 
syncline  in  the  Midway  Valley  on  the  southwesterly  side;  for  flank  protectifla 
it  would  be  necessary  to  add  portions  of  the  adjacent  sections  lying  north 
westerly  and  southeasterly  of  the  area. 

ABBA  C  ANALYZED. 

The  8^  sections  referred  to  are  in  township  31-24,  sections  30,  81,  and  32;  ic 
township  82->24,  sections  5,  6,  7,  8,  17,  and  18.  N.  i.  The  flanking  8ectioQ5 
referred  to  are  the  E.  1  of  section  1,  the  E.  i  of  section  12,  on  the  west,  anJ 
the  W.  i,  section  4,  and  W.  i,  section  9,  on  the  east.  These  areas  are  marked 
in  red  and  in  blue,  respectively,  on  the  maps. 

(k)  The  leading  ascertained  facts  concerning  "area  C,"  as  interpreted,  an 
as  follows: 

(1)  Acreage,  proveil,  8,335:  unproven  or  disproven,  2,105;  total  arreai!* 
6,440. 

(2)  Valuation,  at  present  market  price  for  crude  oil,  $82,083,750,  of  whic^ 
$335,000  is  for  lands,  unpatented,  for  which  no  contest  may  be  maintained  b? 
claimants. 

(3)  Number  of  producing  wells,  27  oil  and  5  gas;  total,  82. 

(4)  Production  per  well  per  day,  average,  oil,  260  barrels,  or  a  total  of  not 
less  than  7,000  barrels  per  day,  of  which  the  railroad  produces  not  less  thas 
2,500  barrels  per  day.  The  average  production  of  the  welte  of  the  remaind^ 
of  the  reserve  is  100  barrels  per  <lay;  of  the  State  of  California,  aS  barTel> 
and  of  the  United  States  in  general,  under  5  barrels.  The  oil  produced  ha.*  * 
value  of  not  less  than  $8,000  per  day  at  the  wells. 

(5)  Production  per  well  per  day,  average,  gas,  for  the  area,  is  believed  i 
be  not  less  than  10,000,000  cubic  feet,  valued  at  not  less  than  $300  per  tlay  '^' 
the  wells,  and  .$6,800  per  day  to  the  consumers  in  Los  Angeles. 

(6)  Extractable  oil  contents  of  area  C,  estimated,  110.000,000  barrels. 

(7)  Phsrsical  characteristics  of  the  crude  oil  from  this  area,  from  apedsl 
laboratory  analyses:  Gasoline  content,  by  volume,  10  to  12  per  cent;  engine 
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distillates,  by  volume,  9  to  11  per  cent;  Kerosene,  w.  w.,  by  volume,  14  to  16 
per  cent;  lubricating  oils,  by  volume,  15  to  18  per  cent;  gas  oil,  for  burning,  by 
volume,  20  to  24  per  cent ;  residuum,  for  asphalt  and  for  burning,  82  per  cent. 

(8)  Drainage  studies  based  on  the  production  records  of  most  of  the  pro- 
ducing wells,  in  and  adjacent  to  the  area,  indicate  a  greater  persistence  in 
sustained  production  than  any  similar  region  of  the  reserve.  This  is  due,  In 
part,  to  the  scattered  character  of  the  development,  yet  when  comparison  is 
made  with  other  wells  in  other  areas  where  the  development  is  of  like  charac- 
ter the  wells  of  this  area  in  general  show  higher  initial  as  well  as  sustained 
production. 

(9)  Ownership  of  the  lands  is  divided  into  but  two  classes:  (a)  Patented  to 
and  operated  by  the  Southern  Pacific,  and  (&)  unpatented  lands  held  by  six 
owners.  All  are  defendants  in  suits  in  the  courts.  One  hundred  and  thirty 
acres  of  unpatented  lands  have,  in  addition,  been  classed  as  proven,  title  to 
which  may  rest  largely  in  the  Government. 

(I)  Area  D:  The  fourth  area  in  the  reserve  which  could  afford  conservable 
oil  under  good  conditions  lies  on  the  southeastern  end  of  the  reserve  and  across 
the  main  Buena  Vista  Hills  anticline,  where  the  same  plunges  toward  Buena 
Vista  Lake.     (See  map.)     As  tentatively  outlined,  it  embraces  sections  11  and 

14  and  the  west  halves  of  sections  12  and  13,  all  of  township  32-24,  or  2,560 
acres,  of  which  1,000  acres  are  reasonably  proven ;  the  proven  acreage  Is  esti- 
mated to  contain  20,650,000  barrels  oil  extra(?table.  For  flank  protection  it 
would  be  necessary  that  the  east  half  of  section  10  and  the  east  half  of  section 

15  be  added  thereto. 

(m)  Very  few  wells  have  been  drilled  In  this  area,  hardly  enough  to  afford 
the  basis  for  making  safe  estimates  of  reserves ;  yet  since  the  production  from 
the  field  in  general  has  been  so  large  and  of  more  or  less  uniform  character, 
we  are  Justified  in  offering  predictions  of  further  yield  In  this  region  which 
might  not  be  Justified  in  other  fields.  The  valuation  of  the  land,  based  on  the 
present  market  prices  for  the  crude  oil,  is  about  $6,000,000.  The  ownership  of 
the  land  is  divided  into  two  classes — (a)  patented  to  and  operated  by  the  South- 
ern Pacific  and  (5)  unpatented  land  held  and  operated  by  one  owner.  All  the 
land  is  in  suits  in  the  courts. 

To  summarize  the  status  of  Reserve  No.  2 :  The  reserve  can  be  treated  as  a 
combined  storage  and  working  reserve.  It  covers  highly  proven  land  and  is 
of  exceptional  value  for  profitable  operations  and  persistent  production.  Cer- 
tain areas  have  been  developed  to  such  an  extent  as  to  preclude  saving  any 
of  the  existing  supply,  other  than  to  treat  current  production  as  a  continuous 
working  reserve.  The  maps  disclose  four  areas  where  there  are  practical  pos- 
sibilities of  conserving  oil  for  periods  in  the  future,  upward  of  20  years.  Their 
loading  characteristics,  as  understood,  are  tabulated  as  follows : 

Reserve  areas  of  Reserve  No,  2  summarized. 


Areas. 

Proven 
acreage. 

Extractable 
oil  contents. 

Valuation. 

Remarks. 

Areft  A r 

Acrat. 
700 

1,400 

3,335 

1,000 

Barrel*. 
9,100,000 

33,350,000 

110,000.000 

20,650,000 

SI, 900, 000 
10,650,000 
32,013,750 

6,000,000 

Area  not  well  tested.    Quantity  oil 

small. 
Portions  lie  ftfrnmiiyTioliifTA,    WAll^not 

Area  B 

AreaC 

sop2r.5l?tent. 

Most  practical  and  desirable.  Con- 
tains 31  per  cent  of  tbe  extrartable 
oil  of  the  reserve.  Owners  few;  lands 
are  in  suits. 

Practical  and  feasible,  but  quantity  oil 
not  large,  nor  wells  fully  tested. 

Area  D 

The  valuation  of  the  reserve,  as  a  whole,  is  $96,466,500,  of  which  $14,630,000 
represents  the  value  of  the  privately  patented  lands  and  not  in  suit  The  re- 
mainder, or  $83,836,500,  represents  the  value  of  the  lands  in  suits,  and  these 
cover  84  per  cent  of  all  the  proven  lands.  No  decisions  on  the  issues  of  the 
cases  have  as  yet  been  rendered  by  the  trial  courts,  excepting  in  one  withdrawal 
suit  involving  640  acres,  where  the  defendant  was  upheld.  Testimony  has  been 
taken  In  the  Southern  Pacific  cases,  but  they  have  not  yet  been  submitted. 
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BA8IB  TOB  VALUATION B. 

The  basis  for  estimates  of  future  yields  of  oil  is  the  production  records  of  the 
present  wells,  carefully  worked  out  over  the  different  areas.  The  valuations  An- 
based  on  the  total  recoverable  oil  assumed  to  remain  in  each  section.  By  this 
method  each  recoverable  barrel  is  given  an  arbitrary  net  value  In  the  gnmod. 
and  the  values  attached  vary  with  the  varying  operating  costs  In  different  pflrt^ 
of  the  reserve. 

GENEBAL  CONSIDERATIONS. 

If  the  suggested  segregated  areas.  A,  B,  C,  or  D,  were  acquired.  It  Is  probablt* 
that  one-half  the  oil  now  being  produced  currently  from  such  areas  could  ly 
closed  in  in  time  with  safety.  What  wells.  If  any,  can  be  shut  in  completelf  \< 
a  que<<tIon  hinging  on  various  considerations  at  each  well.  Production  on  a  re- 
duced scale  at  a  particular  well  can  in  most  instances  be  made  practicable  Tlw 
question  as  to  when  the  reserved  areas  would  have  to  be  exploited  to  get  out  tlw 
most  oil  profitably  la  an  important  one.  The  same  will  depend  Inrjrely  upon  tip 
order  of  the  surrounding  development.  Under  ordinary  conditions  it  is  believeu 
the  intensive  development  could  be  deferred  on  some  areas  for  5  years^  as  f>>: 
instance,  "Area  B,''  while  on  the  remaining  areas  the  intensive  development 
might  profitably  be  deferred  to  upward  of  at  last  20  years. 

NAVAL  BESEBVE   NO.    1,   CALIFOBNIA — A   STORAGE   RESEKVE. 

Discussion:  (a)  Reserve  No.  1  lies  on  an  Independent  structure  north  of  Re- 
serve No.  2  and  east  of  the  McKlttrlck  field.  Its  structure  is  independent  »•' 
any  other  field,  and  Its  oil  is  readily  conservable.  Furthermore,  there  are  O"' 
operating  well  (other  than  the  three  capped  test  wells)  to  complicate  the  qu<»5- 
tion   of  conserving  the  supply. 

DEVELOPED   ABEA. 

(b)  From  the  evidence  of  the  structure,  as  worked  out  by  competent  geolo- 
gists, it  is  reasonable  to  assume  the  area  lying  immediately  adjacent  to  and  tw- 
tween  the  three  test  wells  constitutes  a  proven  field  of  about  2,500  acres,  with  a 
possibility  that  the  sections  lying  on  the  strike  of  the  anticlines  traversing  am 
just  described  and  covering  their  extensions  may  prove  to  cover  an  additioofll 
5,820  acres  of  possible  oil  laud.    (See  map,  California  reserves.) 

EXTBACTABLB  CONTENTS. 

(c)  Many  test  wells  were  drilled  over  this  reserve  during  the  years  immevii- 
ately  following  the  1009  withdrawal,  but  it  was  soon  discovered  the  oil  sanil^ 
were  deep  and  the  drilling  difllculties  trying,  and  therefore  most  of  the  te!4< 
were  abandoned  before  conclusively  demonstrating  the  value  of  the  land.  Tli* 
three  wells  that  were  completed  were  finished,  as  most  pioneer  deep  we*^ 
are,  In  an  unsatisfactory  manner.  A  careful  study  of  these  conmpleted  w»»l^ 
Justifies  the  assumption  that  the  territory  tentatively  considered  proven  wili 
probably  yield  10,000  barrels  per  acre,  or  25,000.000  barrels.  What  the  ad.ii- 
tlonal  5,820  acres  may  yield  is  conjectural,  possibly  an  additional  40.000,rt*J 
barrels,  making  the  possible  total  recoverable  quantity  about  65.000,000  barrt)? 
The  total  oil  contents  of  Reserve  No.  1  may  run  well  over  100,000.000  barrels^ 
as  has  been  frequently  reported,  but  the  portion  thereof  extractable  at  a3 
economic  cost  will  probably  fall  much  below  that  figure. 

TITLES. 

id)  The  title  to  the  Southern  Pacific  lands,  10.720  acres  of  the  38,000  affw 
contained,  is  in  suit  in  the  courts;  title  to  the  remaining  lands,  aside  from  ty 
State-school  sections,  is  largely  in  the  hands  of  the  Government.  To  quiet  title 
to  all  the  lands  of  the  reserve,  aside  from  those  not  now  In  suit — there  are  t^- 
withdrawal  suits  covering  320  acres  in  addition  to  the  Southern  Pacific  soitp- 
will  not  require  a  large  outlay.  C5ontests  exist  in  the  General  L^ind  Office  be- 
tween rival  claimants  over  several  of  the  unpatented  sections;  how  the  .««^ 
cessful  claimant  for  a  particular  section  will  stand  before  the  GovernmeDt's 
claims  to  the  land  under  the  withdrawal  acts  is  tmcertaln. 
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BESEBVE    NO.    1    SUMMABIZED. 

To  summarize:  Reserve  No.  1  Is  a  practical  storage  reserve  of  Incompletely 
demonstrated  value,  having  a  reasonably  assured  extractable  quantity  of  good 
refining  oil  estimated  at  25,000,000  barrels,  with  a  possible,  though  as  vet  not 
probable  additional  extractable  quantity  of  40,COO,000  barrels.  The  title  is 
largely  in  the  Government,  or  is  Involved  in  suits  now  being  prosecuted.  In 
these  suits  over  lands  in  Reserve  No.  1,  the  decision  in  the  trial  courts  has 
been  with  the  Government  in  6.000  acres  of  the  10,000  acres  involved  In  the 
railroad  suits,  and  160  acres  of  the  320  acres  Involved  in  the  withdrawal  suits. 

Naval   Resebvh:   No.    3,    Wyoming — ^A    Storage    Reserve. 

7)wct««ton.— (rt)  The  basis  of  information  on  Reserve  No.  3  has  been  the 
various  reports  of  the  special  agents  of  the  General  Land  Office,  made  from 
field  examinations.  These  have  shown  that  while  the  reserve,  covering  what 
Is  called  locally  the  Teapot  dome,  and  embracing  9,320  acres,  is  adjacent  to  the 
Salt  Creek  field,  the  most  prolific  oil  field  of  Wyoming,  practically  the  only 
evidence  of  value  as  to  whether  it  contains  a  deposit  of  oil,  commercial  or 
otherwise,  Is  that  of  structure;  the  existence  of  the  oil  is  not  yet  demonstrated 
by  the  drill,  though  inferentlally  It  might  be  considered  to  exist. 

The  Salt  Creek  formations  traverse  the  Teapot  dome  without  question,  and 
there  are  those  who  assert  the  same  extend  to  the  Important  Big  Muddy  field, 
30  miles  or  more  southeastward.  Whether  or  not  the  Wall  Creek  sands,  from 
which  the  Salt  Creek  field  derives  Its  production,  contain  oil  in  commercial 
quantities  in  the  Teapot  dome  Is  an  undemonstrated  proposition,  and  estimates 
of  large  reserves  of  oil  in  these  sands  at  that  point  must  be  scrutinized  with 
care. 

the  oil  sands. 

(ft)  The  few  test  wells  drilled  on  and  surrounding  the  Teapot  dome  have 
penetrated  only  an  upper-lylny  oil  sand,  called  the  Shannon  sand  in  the  field 
adjacet  to  and  north  of  the  Salt  Creek  field.  Whether  or  not  this  discovery 
can  or  will  be  made  commercial  is  uncertain ;  the  Wall  Crqek  sands  ordinarily 
He  1,820  feet  deeper  than  the  Shannon  sand. 

EXTnACTABLE    CONTENTS. 

(c)  Various  computations  hav§  been  made  as  to  the  probable  recoverable 
oil  contents  of  the  reserve,  ranging  upvvard  to  30,000,000  barrels.  On  the  as- 
sumption that  the  recoverable  oil,  in  barrels  per  acre,  will  reach  6.000  barrels, 
and  assuming,  to  be  conservative,  that  the  productive  area  will  cover  1,000 
acres,  the  quantity  extractable  will  approximate  6,000,000  barrels.  This  arbi- 
trary basis,  6.0C0  barrels  per  acre  extractable,  is  assumed  for  the  reason  the 
preliminary  estimates  of  the  recoverable  oil  In  the  main  Salt  Creek  field  adja- 
cent have  been  12  000  to  15,000  barrels  per  acre.  It  Is  not  asserted  that  there 
may  not  exist  in  the  dome  more  than  6,000,030  barrels  recoverable;  it  is  sub- 
mitted that  there  are  not  data,  direct  or  inferential,  on  which  to  base  larger 
estimates  conservatively.  The  said  figure  Is  offered  as  a  minimum,  should  the 
Binds  prove  to  be  oil-bearing;  the  quantity  may  reach  30.000,000  barrels  If  the 
productive  area  proves  larger  and  if  as  prolific  as  the  Salt  Creek  field. 

A    FEASIBLE    BESEBVE. 

id)  Since  there  are,  and  have  been,  no  commercial  operations,  beyond  the 
Incompleted  test  wells,  on  the  reserve,  there  Is  no  question  as  to  the  feasibility 
of  conserving  the  supply.  The  operations  In  the  Salt  Creek  field,  adjacent, 
can  not,  it  is  believed,  affect  the  Teaiwt  dome  for  structural  reasons.  Settle- 
ments or  adjustments,  legal  or  otherwise,  with  the  claimants  of  the  lands 
will  be  necessary  or  desirable.  No  patented  lands,  aside  from  the  one-quarter 
section  of  State  school  land,  and  the  40  acres  agricultural  patent,  exist  on  the 
reserve. 

SUMMABY  BESEBVE   NO.   3. 

To  summarize:  Reserve  No.  3  has  the  structural  conditions  to  afford  a  prac- 
tical natural  storage  reserve.  It  is  of  Incompletely  demonstrated  value  only, 
and  has  an  assumed  minimum  extractable  quantity  of  good  refining  oil  of 
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6,000,000  barrels,  and  a  possible  mHxinnim  quantity  of  80,000,000  barrels*.  Tte 
lands  are  unpatented,  are  covered  with  placer  mineral  locations,  some  of  earl; 
date,  and  it  is  not  known  to  what  extent  these  titles  can  be  asserted  agaiast 
the  Government    No  suits  have  been  filed. 

J   .H.  G.  WOLT 


COMMIITEE  ON  THE  PuBLIC  LaNDS, 

House  of  Representatives, 

Tuesday  ^  March  5,  7M. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 


STATEMEHT  OF  HON.  CLAY  TALLMAN,  COHMISSIONEB  OEHEKAI 

LAND  OFFICE. 

The  Chairman.  Mr.  Commissioner,  will  you  give  us  your  views 
on  the  pending  oil  bill,  H.  R.  3232,  and  any  amendments  or  sug- 
gestions or  any  views  you  may  have  on  the  subject? 

Mr.  Tallman.  I  have  nothing  to  urge  on  the  legislation,  Mr. 
Chairman,  ont  way  or  the  other  at  present.  I  have  expressed  myself 
repeatedly  on  this  legislation  before  committees,  both  before  thi? 
committee  and  the  Senate  committee,  and  also  a  joint  committee.  I 
doubt  very  much  if  there  is  anything  I  can  add  to  what  I  have  al- 
ready said  so  far  as  the  general  tenor  and  effect  of  the  legislation  k 
concerned.  Moreover,  I  understand  the  Secretai'y  has  reported 
fully  on  the  subject. 

I  got  the  impression  from  some  things  that  were  told  me  that 
possibly  there  was  testimony  put  in  the  other  day  that  would  make 
it  desirable  on  the  part  of  your  committee  to  ask  me  some  questions. 
If  that  is  the  case  I  will  be  glad  to  clear  up  anything  I  can  or  any- 
thing that  is  left  uncertain  or  unsatisfactory  relative  to  our  acHor 
on  any  case  or  on  all  cases. 

The  Chairman.  Mr.  Commissioner,  at  the  opening  of  this  hear- 
ing I  issued  a  letter  as  the  chairman  of  this  committee  to  the  In- 
terior Department,  to  the  Department  of  Justice,  and  the  Navj 
Department,  inviting  all  of  tnem  to  come  here  and  present  anj 
matters  they  had  in  mind,  either  in  behalf  of  or  against  any  feature 
of  this  bill,  thinking  that  your  department,  of  course,  which  b 
the  administrative  department,  had  this  great  estate  in  the  west  t* 
administer;  the  Department  of  Justice  had  the  matter  of  lawsuits 
out  there  which  gave  them  an  interest  sufficient  to  bring  them  here; 
and  the  Navy  Department  feeling  a  keen  interest  and  bemg  solicitous 
about  the  supply  of  oil  for  the  Navy,  and  tliere  being  some  three  or 
four  or  more  naval  reserves  involved,  gave  them  a  sufficient  intense 
to  bring  them  here,  and  the  committee  has  been  for  more  than  four 
weeks  hearing  various  witnesses.  The  greater  portion  of  the  tin* 
was  taken  up  by  men  who  had  views  on  the  legislation  due  to  * 
vital,  pecuniary  interest  which  they  had  on  account  of  their  claiin? 
out  there.  The  first  three  weeks  of  the  hearing  were  devoted  largely 
to  them.  The  last  week  hav  been  devoted  largely  to  the  Departnienr 
of  Justice  and  the  Navy  Department.     During  the  course  of  tla 

Sresentation  of  the  Department  of  Justice,  presented  bv  Mr.  F.  J 
[earful,  of  the  Department  of  Justic^^I  have  not  his  testimonj 
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Mr.  Lenroot.  The  application  would  be  general.  If  we  passed  the 
leasing  bill  throwing  the  Naval  Beserve  No.  2  open  to  leasing,  and 
then  later  this  commandeering  bill  should  pass,  this  commandeering 
bill  would  supercede  this  other  bill  so  far  as  it  aflfects  the  naval  re- 
serves, would  it  not?  • 

Commander  Wright.  I  assume  that  it  would  supersede  as  far  as 
the  leasing  features  are  concerned,  but  I  do  not  assume  that  it  would 
supercede  the  measure  of  equity  or  measure  of  relief  as  determined  by 
this  bill. 

Mr.  Elston.  So  that  in  the  compromise  the  President  would  not 
be  able  to  fix  the  value  of  the  property  which  was  proffered  to  him 
in  the  compromise,  but  merely  negotiate  a  compromise  on  all  other 
features,  unless  the  claimant  himself  wanted  to  say, "  I  will  take  your 
valuation  and  your  designation  of  my  rights." 

Commander  Wright.  The  wording  of  the  bill  is  exactly  the  same 
as  all  others  providing  methods  of  taking  over  by  commandeering. 
In  the  bill  it  is  exactly  the  same  as  the  wording  in  the  other  com- 
mandeering bills  that  have  been  passed. 

Mr.  Lenroot.  Let  me  put  it  in  a  different  form:  Any  legislation 
that  we  might  have  in  this  general  leasing  bill  affecting  Naval  Re- 
serve No.  2  would  not  interfere  in  the  slightest  degree  with  any 
action  that  might  be  later  taken  with  reference  to  the  passage  of  the 
commandeering  bill,  unless  it  be  laying  down,  because  we  have  given 
a  preferential  right  to  lease  the  measures  of  compensation. 

Commander  Wright.  Except  that  you  would  open  by  passing  this 
bill  with  the  naval  reserves  in  and  without  any  saving  clause — ^you 
would  open  up  naval  reserves  in  the  meantime. 

Mr.  Lenroot.  I  am  assuming,  Commander,  the  bill  passes  later 
this  session. 

Commander  Wright.  We  can  not — ^when  we  get  a  serious  proposi- 
tion like  the  reserve — we  assume  one  bill  will  pass.  It  can  be  pro- 
vided in  here  that  this  shall  determine  the  measure  of  equity. 

Mr.  Lenroot.  The  committee,  in  considering  this  matter,  might 
feel  that  if  no  commandeering  bill  is  to  be  passed,  affirmative  should 
be  given  in  this  leasing  bill.    You  can  see  that? 

Commander  Wright.  Yes. 

Mr.  Lenroot.  Ought  the  committee  then  be  governed  at  all  by 
what  might  possibly  follow  in  a  commandeering  bill? 

Commander  Wright.  If  the  committee  does  it  that  way,  I  believe 
that  they  should  make  a  provision  for  money  compensation  within 
the  naval  reserve  of  such  relief  as  they  may  give. 

Mr.  Lenroot.  I  understand  that  is  the  view  of  the  Navy,  but  this 
committee  ought  not  to  be  influenced  in  its  action  upon  this  bill  by 
what  may  be  done  upon  the  commandeering  bill;  is  not  that  true? 
Because,  if  the  commandeering  bill  is  passed  or  repeals  so  much  as 
we  may  provide  with  reference  to  the  naval  reserves. 

Commander  Wright.  But  if  you  are  throwing  the  naval  reserves 
open — if  you  do  not  consider  the  commandeering  bill,  you  must  con- 
sider that  you  are  throwing  the  naval  reserve  open. 

Mr.  Lenroot.  I  understand.  We  must  consider  just  the  same  as  if 
there  was  no  commandeering  bill  in  this  and  must  consider  the 
future  of  the  naval  reserves. 

(Thereupon,  at  5.30  o'clock  p.  m.  the  committee  adjourned  to  meet 
Monday,  March  4, 1918,  at  10  o'clock  a.  m.) 
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House  of  Refresentattves, 
Committee  on  the  Public  Lands, 

Monday^  March  ^,  1918. 

The  committee  i*t  at  10.30  o'clock  a.  m.,  Hon  Scott  Ferris  (chair- 
man) presiding. 

The  Chairman.  The  committee  will  be  in  order. 

Mr.  Mays.  Mr.  Chairman,  before  Commander  Wright  starts,  I 
have  here  a  telegram  from  the  oil  section,  Utah  Chapter,  American 
Mining  Congress,  bearing  upon  the  oil-shale  question,  that  I  would 
like  to  put  into  the  record  at  this  point,  showing  their  opinion  about 
it,  and  reserving  the  right  to  put  in  some  information  which  they 
are  forwarding  on  the  subject. 

The  Chairman.  Without  objection,  that  may  be  done. 

(The  papers  referred  to  follow:) 

Hammond  &  Hammond, 
Salt  Lake  City,  Utah,  March  5,  191S. 
Hon.  James  H.  Mays, 

House  of  Representatives,  Washingtorif  D,  C. 

Deab  Sib:  I  am  Informed  that  the  Walsh-Pittman  hill  pending  in  Congress 
provides  for  royalties  on  all  oil  lands,  I  haven*t  a  copy  of  the  bill,  but  I  am 
informed  that  the  bill  is  so  worded  that  it  may  include  oil  shale  lands. 

As  you  know,  there  are  considerable  quantities  of  oil-shale  lands  In  this 
State.  The  cost  of  a  plant  necessary  to  extract  oil  from  the  shales  is  quite 
high,  and  by  reason  of  this  fact  none  of  the  oil-shale  lands  in  this  State  have 
been  utilized.  There  are  now  several  companies  in  the  process  of  formation 
for  the  purpose  of  extracting  the  oil  from  the  shales  in  this  State,  but  on 
account  of  the  large  investments  involved,  it  is  questionable  if  any  plants  will 
be  establ'shed,  if  the  Government  requires  a  royalty  on  oil-shale  lands. 

In  view  of  the  requirements  for  oil  and  gasoline,  it  seems  to  me  that  it  would 
be  extremely  desirable  for  the  Government  to  encourage  the  utilization  of  the 
oil-shale  lands,  and  it  could  be  most  readily  done  by  exempting  them  from  all 
royalties. 

If  there  !s  any  uncertainty  as  to  the  meaning  of  the  bill  now  pending,  it 
should  explicitly  exempt  oil-shale  lands  from  any  rentals  or  royalties. 

We  have  just  prepared  some  articles  of  incorporation  for  a  large  corporation 
contemplating  the  establishment  of  a  plant  to  operate  on  some  oil-shale  lands 
in  this  State,  but  they  are  hesitating  to  complete  the'r  organizaion  on  account 
of  probable  royalties  that  might  be  required  by  the  Government  and  which 
might  take  all  of  the  profits  earned  by  the  venture. 
Yours,  truly, 

J.  T.  Hammond. 


Salt  Lake  Cpty,  March  2,  1918, 
Hon.  James  H.  Mays, 

Washington,  D,  C 

HoNORAnr^E  Sir:  It  has  recently  come  under  our  notice  that  a  bill  is  now 
pending  which,  if  it  passes,  would  seriously  impair  the  shale  industry'  in  this 
State,  where  a  very  plentiful  amount  of  rich  shale  is  to  he  hail.  We  therefore 
beseech  you  to  use  your  influence  against  the  passage  of  any  such  measure  that 
has  a  tendency  to  militate  against  the  interests  of  our  State. 

We  desire  that  the  oil-shale  lands  should  be  held  under  the  placer  hydrocar- 
bon location  as  it  is  now  and  until  such  time  as  a  process  has  been  determineil 
whereby  shale  can  be  handled  commercially. 

Utah  being  rich  in  shale  and,  as  you  realize,  being  somewhat  of  an  unknown 
product  up  to  the  present,  we  are  anxious  to  conserve  the  interests  of  the  State 
and  look  to  you  to  use  your  influence  against  the  passage  of  the  ferry  bill. 

Thanking  you  in  advance,  we  remain, 

Utah  Karns  Titnnelino  Machine  Co.. 
J.  R.  Belcheb,  President, 
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E^ERAL  Shatje  Oil  &  Refining  Co., 
Salt  Lake  City,  Utah,  March  «,  1918, 

Hon.  James  H.  Mays, 

Washington,  D.  C, 

Honorable  Sir:  Being  on  the  executive  committee  of  the  oil  section  of  the 
Utah  Chapter  of  American  Mining  Congress,  as  well  as  being  directly  connected 
with  one  of  the  largest  oil-shale  corporations  in  this  State,  I  am  taking  the 
liberty,  in  behalf  of  the  welfare  of  the  State  of  Utah,  to  write  you  ask:ng  that 
you  use  your  influence  not  to  defeat  the  Walsh-Pittraan  bill  that  is  now  up  to 
the  House,  but  to  have  a  clause  inserted  whereby  oil  shales  and  sands  will  be 
exempted  from  this  bill. 

Should  this  bill  go  through  as  it  now  stands,  it  would  mean  absolute  ruin 
to  the  oil-shale  industry,  as  the  margin  of  profit  is  so  small  and  the  cost  of 
erecting  a  plant  that  would  enable  a  corporation  to  declare  dividends  will  cost 
not  less  than  $700,000,  so  should  a  corporation  be  forced  to  pay  a  royalty  it 
means  failure,  whereas  If  the  clause  Is  Inserted  It  means  that  a  great  deal  of 
the  waste  lands  of  Utah  will  be  turned  Into  valuable,  thriving  districts,  which 
will  double  the  population  of  this  State  in  a  very  few  years. 

Thank Ine  you  for  whatever  you  may  be  able  to  do  in  this  matter,  I  remain. 
Faithfully,  yours, 

J.  R.  HiBBS. 


March  6,  1918. 
Mr.  W.  H.  Childs, 

Chairman  Oil  Section,  Utah  Chapter, 

American  Mining  CongresH,  Salt  Lake  City,  Utah. 

Dear  Sib:  Tour  committee,  appointed  to  gather  facts  and  figures  covering 
the  production  of  oil  and  other  products  from  oil  shale  and  oil  sands,  wish 
to  report  as  follows: 

1.  Area, — ^There  are  in  the  States  of  Colorado,  Utah,  Wyoming,  and  Nevada 
several  hundred  thousand  acres  of  land  underlaid  with  oil  shale  and  oil  sands 
which  vary  greatly  as  to  contents.  Of  this  enormous  acreage  there  is  but  a 
small  percentage  which  carries  sufficient  values  to  justify  development.  The 
great  bulk  of  these  shales  and  sands  are  in  remote  localities  away  from  trans- 
portation facilities  and  other  requirements,  such  as  water,  etc. 

2.  Percentage  of  oil  in  shales. — As  stated,  the  shales  vary  greatly  in  the 
amount  of  oil  content,  not  only  as  between  different  localities,  but  In  the  same 
beds  are  found  lean  and  fat  streaks,  parts  of  which  Justify  development  and 
other  parts  which  do  not.  For  this  this  reason  small  tracts  of  land  would  not 
justify  big  expenditures  for  development.  The  percentage  of  oil  content  varies 
from  7  gallons  to  the  ton  to  60  gallons  to  the  ton,  but  the  average  Is  less  than  30 
gallons.     (See  U.  S.  Geological  Survey  Bulletin  No.  641-F.) 

3.  Investments. — We  find  that  development  would  not  be  justified  on  any 
shale  deposits  that  did  not  average  30  gallons  or  over  per  ton,  and  that  unless 
operations  were  carried  on  with  a  very  large  tonnage  and  low  overhead  ex- 
penses development  would  not  be  justified  at  all.  The  lowest  plant  capacity 
justifiable  would  be  1,000  tons  per  day  capacity. 

The  cost  of  equipment  for  mining  operations  for  the  production  of 
1,000  tons  per  day  would  be  not  less  than $100,000 

The  cost  of  an  extraction  plant  for  handling  1,000  tons  per  day  would 
be  not  less  than 350, 000 

The  cost  of  a  refining  plant  to  refine  and  prepare  for  market  the 
various  products  from  1,000  tons  a  day  would  be  not  less  than 300,  OOO 

Making  a  total  Investment,  to  begin,  not  less  than 750,000 

4.  Mining. — Since  It  is  necessary  to  mine  these  shales  or  sands,  and  since  they 
are  mostly  covered  by  a  heavy  overburden,  the  mining  cost  is  difficult  to  deter- 
mine. However,  we  have  gathered  figures  showing  the  cost  to  be  from  .50  cents 
per  ton  to  $1.50  per  ton,  and  we  think  that  a  dollar  per  ton  average  is  the  least 
possible  calculable  figure.  Where  the  shales  carry  no  overburden  and  the  beds 
are  exposed  so  they  can  be  mined  by  steam-shovel  operations,  the  cost  will  not 
exceed  50  cents  a  ton,  but  where  they  are  heavily  overburdened,  requiring  opera- 
tion similar  to  coal  mining,  it  will  cost  as  much  or  more  than  It  does  to  mine 
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coal,  which  at  the  present  time  in  the  State  of  Utah  l8  approximately  $L50  per 
ton.  Tliere  will  be  an  added  expense  where  the  operations  are  removed  very 
far  from  railroad  transportation,  and  we  have  therefore  decided  that  tlie  aver- 
age will  be  about  $1  per  ton,  including  interest  and  overhead. 

5.  Extraction, — ^The  cost  of  extraction  will,  like  the  mining  cost,  vary  in  the 
different  locations  and  with  the  different  shales,  which  will  require  different 
treatment,  etc.  However,  upon  investigation  we  have  had  figures  furnished 
estimating  the  cost  of  extraction  from  $1.25  to  $1.75  per  ton,  which  are  un- 
doubtedly correct,  since  it  requires  destructive  distiilation  with  superheated 
steam  to  extract  the  oil  content ;  the  average  cost  per  ton  would  be  $1.50.  Tbla 
cost  includes  interest  and  overhead. 

6.  Refining. — ^The  cost  of  refining  the  entire  product  for  market,  Including 
the  oil  and  sulphate  of  ammonia  (if  the  latter  is  worth  saving),  would  not  be 
less  than  $1.50  per  contents  of  1  ton  of  shale  or  sand.  This  cost  includes 
interest  and  overhead. 

The  average  total  cost  of  mining,  extracting,  and  refining  per  ton  would 
be  $4. 

7.  Products  and  their  value, — Due  to  the  remoteness  of  the  shales  and  sands 
from  transportation  and  market,  it  is  doubtful  if  at  the  present  time  the  saving 
of  sulphate  of  ammonia  and  gas  would  be  profitable ;  therefore  the  only  tiling 
that  could  be  figured  on  at  present  is  the  oil  content,  and  on  the  basis  of  the 
lowest  i)ossible  average  which  would  Justify  development  of  30  gallons  per  ton 
the  following  figures  would  apply : 

Kaphtha  content  of  oil,  8  per  cent  of  30  gallons,  equals  2.4  gallons*  at 

18  cents  per  gallon 90l  437 

Illuminating  oils,  40  per  cent,  or  12  gallons,  at  8  cents  a  gallon .  96 

Lubricating  oil,  40  per  cent,  or  12  gallons,  at  12}  cents  per  gallon 1. 50 

Parafiiu  wax,  12  per  cent,  or  25  pounds,  from  80  gallons,  at  5  cents 
per  i)ound L  25 

The  sulphate  and  gas  can  not  be  included,  because,  as  stated.  It  Is  hardly 
possible  that  a  saving  can  be  made  profitable  at  the  present  market  price. 

The  total  market  value  per  ton  as  given  above  would  be,  on  the  basis  of 
30  gallons  per  ton,  $4.14. 

Conclusion, — The  oil  shale  and  oil  sand  business  is  not  an  oil  drilling  propo- 
sition, but  rather  a  mining  and  manufacturing  proposition;  it  has  never  b^n 
worked  out  on  a  commercial  scale  in  America;  much  new  and  experimental 
work  will  be  required,  theories  will  not  satisfy  investment  capital.  The  pending 
oil-leasing  bill  in  Congress  would  be  impossible  of  application  to  the  oil  shale 
and  oil  sand  business  and  permit  or  Justify  the  investment  of  capital  for 
development. 

Six  hundred  and  forty  acres  of  oil  shale  land  which  might  contain  but  a  very 
small  amount  of  shale  Justifying  treatment  would  be  entirely  too  small  a  tract 
to  Justify  the  investment  of  $750,000. 

Our  figures  show  that  it  will  require  for  the  development  of  this  industry 
great  sums  of  capital,  because  with  a  cost  of  $4  per  ton,  the  return  of  $4.14 
is  a  very  small  margin  on  which  to  work,  and  only  by  exceedingly  large  opera- 
tions will  any  company  be  Justified  in  developing  this  industry.  In  fact,  we 
are  of  the  opinion  that  capital  can  not  be  attracted  except  where  the  shales 
are  shown  to  contain  a  high  amount  of  oil  content,  and  since  this  is  in  streaks 
it  will  not  be  possible  to  operate  on  such  small  tracts  of  land  as  040  acres; 
neither  will  it  be  possible  to  pay  50  cents  per  acre  rental,  or  12i  per  cent 
of  the  gross  income  as  royalties. 

We  believe  that  the  pending  oil-leasing  bill  in  Congress  is  not  applicable  to 
the  oil  shale  and  oil  sand  industry,  and  if  passed  in  its  present  form  and  the 
Interior  Department  construes  it  to  cover  these  oil  shale  and  oil  sand  lands 
(which  are  classified  by  it  as  petroleum  and  sulphate  land),  as  intimated  by 
the  ofiicials  of  that  department,  the  industry  will  l>e  killed  in  embryo,  and 
this  vast  i)otential  wealth  will  be  impossible  of  development  for  a  long  time  to 
come. 

If  Congress  is  really  desirous  of  having  these  Isitent  resources  developed  and 
used  by  the  present  generation  it  should  either  except  these  lands  from  the 
pending  oil-leasing  bill  and  provide  that  they  shall  be  taken  up  under  the 
present  placer  laws,  or  pass  special  legislation  to  govern. 

We  recommend  tliat  these  figures  be  forwarded  to  our  representatives  In 
Congress  and  that  the  Utah  delegation  be  asked  to  use  its  utmost  influence  and 
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effort  to  have  oil  shale  and  oil  lands  exempted  from  the  leasing  bill,  so  that 
an  industry  which  will  mean  much  to  these  Western  States  and  to  the  entire 
Kation  will  not  perish  in  its  infancy. 
ReEipectfully  submitted. 

O.  W.  Ewmo, 
A.  V.  Tayxor, 

Committee, 

WnxiAM  H.  Child  &  Co., 

Salt  Luke  City,  March  S,  1918. 
Hon.  James  P.  Mats, 

M^ashingtorif  D.  C. 

Deae  Sie:  I  am  inclosing  herewith  a  copy  of  the  report  of  the  committee 
appointed  by  the  oil  section  of  the  Utah  chapter,  American  Mining  CJongress, 
cliarged  with  gathering  facts  and  data  relative  to  the  oil  shale  and  oil  sand 
mining  industry. 

The  oil  section  takes  pleasure  in  submitting  this  report  to  you  for  such  use 
OS  you  see  fit  to  mal^e  of  it. 

Everybody  in  Utah,  without  question,  feels  that  it  would  be  a  calamity  to 
not  specially  except  oil  shale  and  oil  sand  deposits  from  the  provisions  of  tlie 
Walsh-Pitman  bill,  as  these  deposits  have  nothing  in  common  with  oil  field 
propositions  in  which  they  have  to  drill  and  prospect  for  oil. 

The  shales  and  oil  sands  crop  to  the  surface,  and  the  oils  th^  contain  must 
be  recovered  by  milling  and  smelting  methods,  as  in  the  case  of  placer  sands 
and  other  metalliferous  mining  deposits. 

Very  certain  that  you  will  do  all  possible  to  help  the  cause,  and  speaking 
for  the  section,  as  well  as  myself  individually,  I  am. 
Very  sincerely  and  respectfully,  yours, 

Wm.  H.  Child. 


Salt  I/AKE  City,  Utah, 

March  S,  1918. 
Jakes  H.  Mays, 

United  States  Congress,  Washington,  D.  C: 

Oil  section  of  Utah  chapter  American  Mining  Congress  have  passed  resoln* 
'tion  appointing  committee  to  gather  and  submit  facts  to  Public  Land  Commit- 
tee of  the  House  covering  cost  and  prwluctlon  on  products  from  oil  shale  and 
oil  rand,  and  request  you  to  ask  House  committee  to  except  oil  shale  and  oil 
sand  requiring  mining  and  quarrying  from  tlie  pending  oll-leasIng  bill,  and  if 
necessary  cover  it  by  special  legislation  later.    Facts  will  be  forwarded  soon 

as  i>ossible. 

A.  V.  Tayloe. 
O.  W.  EwiNO. 
L.  R.  Grafke. 

Mr.  Taylor.  Mr.  Chairman,  the  other  day  when  we  closed  up  on 
the  oil-shale  question  the  committee  adjourned  right  off,  and  I  nave 
a  little  data  that  I  want  to  put  into  the  record  on  the  shale  matter.^ 

The  Chairman.  Without  objection  then  that  may  be  done  at  this 
point. 

(The  matter  referred  to  follows  Mr.  Clay's  testimony.) 

The  Chairman.  You  may  proceed,  Commander  Wright. 

STATEMENT  OF  COUHANSEB  N.  H.  WBIOHT,  UmTEI)  STATES 

NAVY— Continued. 

Commander  Wright.  The  principal  claimants  for  the  unpatented 
lands  in  litigation  in  Naval  Reserve  No.  2  are : 

Acres. 

Associated  Oil  Co 8S0 

Boston  Pacific  Oil  Co ICO 

Caribou  Oil  Co 80 

Consoliaate<l  Mutual  Oil  Co 280 

General  Petroleum  Co 80 
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contrncts,  enter  into  and  form  a  part  of  this  agreement,  so  far  as  the  same  loay 
be  applicable. 

In  witness  whereof  the  said  parties  hereto  have  caused  the  execution  of  these 
presents  by  themselves  or  by  their  duly  authorized  officers,  agents,  or  repre- 
sentatives, as  of  the day  of ,  191 — , 


Secretary  of  the  Interior. 

ACKNOWLEDGMENT  OF  INDIVIDUAL. 


State  of 


County  of ,  «»; 

Before  me,  a  notary  public,  in  and  for  said  county  and  State,  on  this 


day  of ,  191 — ,  personally  appeared ,  to  me  known  to  be  the  identi- 
cal person  who  executed  the  within  and  foregoing  Instrument,  and  ackooul- 

edgecl  to  me  that executed  the  same  as free  and  voluntary  art 

and  deed  for  the  uses  and  purposes  therein  set  forth. 


Notary  Public. 
(My  commission  expires .) 

acknowledgment  of  corporation. 

State  of , 

County  of ,  as: 

On  this day  of ,  A.  D.  191 — ,  before  me,  a  ,  within  and 

for  the and aforesaid,  personally  appeared and ,  to 

me  personally  known  who,  being  by  me  duly  sworn,  did  each  say  that i* 

the president  and is  the secretary  of ,  a  corporation, 

and  that  the  seal  affixed  to  tlie  foregoing  and  annexed  instrument  is  the  co^ 
porate  seal  of  said  corporation,  and  that  said  instrument  was  signed  and  sealed 
In  behalf  of  said  corporation  by  authority  of  its  board  of  directors ;  and  saiJ 

and duly  acknowledged  that  they  each  had  in  their  said  official 

capncities  executed  the  foregoing  instrument  as  the  act  and  deed  of  the  naid 
company  for  the  cons'deratlon  and  purposes  therein  mentioned  and  set  forth. 

Witness  my  hand  and  official  seal  this day  of ,  191 — . 


(My  commission  expires .) 

In  the  so-called  "  bond  "  contracts  the  following  sections  are  substituted  for 
portions  of  the  regular  form  of  agreement : 

In  lieu  of  paragraph  7  of  application  for  agreement,  a  statement  as  to  kind 
of  well,  necessity  for  continued  production  to  avoid  injury  to  land  and  well; 
statement  as  to  method  of  accounting  for  production;  and  that  this  applica- 
tion for  contract  is  made  "  to  save  and  protect  any  claim  or  interest  of  the 
United  States  in  said  oil,  which  may  or  might  accrue  in  case  the  United  States 
should  be  Anally  held  to  be  the  owner  of  the  premises  in  question  and  the  ssid 
applicants  to  be  trespassers  thereon,  either  for  any  oil  produced  prior  hereto, 
or  hereafter,  pursuant  to  said  contract  applied  for." 

An  addition  to  paragraph  1  of  the  regular  form  of  agreement:  ** Provided, 
however,  that  cancellation  shall  not  operate  to  destroy  any  liability  theretofore 
accrued." 

In  lieu  of  sections  5  to  9,  inclusive,  of  regular  form  of  agreement: 

6.  That  on  or  before  the  tenth  dny  of  each  month  the  applicants  will  file  or 
cause  to  be  filed  with  the  CJommlssioner  of  the  General  Land  Office  a  stateoaeot 
showing  the  production  of  oil  from  said  land  during  the  preceding  month  and 

the  value  thereof  computefl  on  the  price  fixed  by  the  contract  with ,  fAed 

with  the  application  for  this  agreement,  less per  barrel  as  the  agreed 

cost  of  production  of  said  oil ;  In  case  gas  shall  be  sold  from  said  lands  tbe 
statement  shall  also  show  the  amount  thereof  produced  during  the  precedins 
month  and  the  amount  of  money  paid  therefor  to  the  applicants,  their  granttm 
or  assignees. 

6.  That  In  case  the  Land  Department  of  the  United  States  shall  finally 
determine  that  under  the  law,  rules,  and  regulations  controlling  the  granting 
of  patents  to  mineral  lands  the  applicants  are  entitled  to  a  patent  for  said  l.«d 
described  and  applied  for  In  said  mineral  application  and  embraced  by  this 
contract,  then  and  in  that  case,  on  the  issuance  of  said  patent  this  contract  and 
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Mr.  Smith  of  Idaho.  Were  these  suits  instigated  at  the  suggestion 
of  the  Secreary  of  the  Navy,  or  did  the  Department  of  Justice  take 
the  initiative  in  the  matter? 

Commander  Wright.  Upon  the  taking  over  of  the  reserves  by 
the  Navy,  and  an  appropriation  made  bv  Congress  for  the  purpose  of 
looking  out  for  the  naval  reserve,  the  Navy  immediately  took  steps, 
of  course,  to  determine  the  status  of  claims,  in  order  to  have  things 
settled  as  soon  as  possible,  so  that  we  would  know  where  we  stood. 
Passing  to  the  lands  outside  the  reserves,  for  which  patents  had  been 
applied— these  figures  of  mine  are  for  last  fall,  ana  I  have  not  had 
a  chance  to  correct  them  up  to  date 

Mr.  Cramton  (interposing).  Mr.  Chairman,  if  I  might  ask  a 
question  there,  was  there  litigation  pending  with  reference  to  these 
claims  at  the  time  the  naval  reserve  was  created  ? 

Commander  Wright.  I  think  I  can  tell  you  about  that. 

Mr.  Cramton.  I  understood  you  that  the  present  litigation  rather 
results  from  the  steps  taken  by  the  Navy  Department  after  it  was 
made  a  naval  reserve.  I  was  wondering  whether  there  was  any  liti- 
gation pending  before  that  also. 

Commander  Wright.  Six  withdrawal  suits  within  the  reserve 
were  begun  in  1915,  one  in  1916,  twenty-three  in  1917. 

Mr.  Cramton.  Then  there  was  no  litigation  pending  before  the 
date  you  mention? 

Commander  Wright.  No  litigation  except  in  the  claims  before  the 
Land  Office. 

Mr.  Elston.  It  appears  then,  Commander  Wright,  that  the  first 
suit — ^if  1915  is  the  date  of  the  first  commencement — commenced 
about  six  years  after  the  withdrawal  and  three  years  after  the  crea- 
tion of  the  naval  reserve. 

Commander  Wright.  Practically  all  litigation  was  held  up  pend- 
ing the  decision  on  the  Mid- West  case. 

Mr.  Elston.  That  is  true  as  to  time  ?  My  statement  as  to  time  is 
correct. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  The  date  of  the  original  withdrawal  was  Sep- 
tember 27,  1909. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  the  date  of  creating  the  naval  reserve  was 
just  what  time? 

Commander  Wright.  The  date  of  creating  the  naval  reserves  ? 

The  Chairman.  Reserve  No.  2. 

Commander  Wright.  No.  2  reserve  was  created  December  13, 1912. 

The  Chairman.  And  the  first  suit  was  filed  in  1915. 

Commander  Wright.  In  1915:  yes.  The  litigation  was  held  up 
pending  the  decision  of  the  Mid-West  suit. 

The  Chairman.  Not  quite  that,  was  it,  Commander?  Because 
the  Mid- West  suit  was  really  not  decided  until  last  summer,  was  it? 

Commander  Wright.  It  was  finally  decided  in  1915. 

The  Chairman.  So  the  suits  were  really  instituted  before  final 
determination  of  the  Mid-West  case. 

Commander  Wright.  Part  of  them  were* 

Mr.  Elston.  Most  of  them  were  afterwards. 

The  Chairman.  Most  of  them  were  brought  after  the  decision  of 
the  Mid -West  case. 
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Mr.  Tallmax.  Yes;  it  reserves  the  right  to  change  the  portioc 
deposited  and  gives  the  other  party^  however,  the  right  on  notice  :• 
withdraw  from  the  contract  if  he  thinks  he  can  not  stand  for  it.  Wf 
proceeded  to  make  a  good  many  of  those  contracts. 

The  Chairman.  If  he  withdrew  from  it,  where  would  that  leaTf 
him — in  his  original  status? 

Mr.  Tallman.  So  far  as  future  production  is  concerned.  Thei* 
was  nothing  that  relieved  him  from  any  money  he  had  already  d- 
posited. 

The  Chairman.  What  would  be  his  status  where  he  had  be® 
under  this  contract  for  a  time  and  then  withdrawn  from  it? 

Mr.  Tallman.  He  would  be  up  against  the  same  conditions  thai 
he  was  before  he  made  the  contract.  Of  course,  that  would  not  affec: 
deposits  made  under  the  contract.  They  would  be  held  just  the 
same ;  but,  so  far  as  he  was  concerned,  he  would  be  up  against  th? 
difficulty  in  selling  his  oil  and  the  likelihood  of  a  suit  for  receiver. 

The  Chair3Ian.  Have  many  instances  of  that  kind  occurred? 

Mr.  Tallman.  No. 

The  Chairman.  Have  you  raised  the  one-eighth  royalty  on  anj 
of  them? 

Mr.  Tallman.  We  have  not  yet  raised  the  royalty  on  any  of  theiE 
that  were  made  at  the  one-eighth  royalty.  We  have  made  some  con- 
tracts on  different  terms  than  one-eighth. 

The  Chairman.  Less  than  one-eighth? 

Mr.  Tallman.  No;  none  less.  We  have  made  some  contracts  in 
Wyoming  where  the  entire  production,  less  an  agreed  flat  deduction 
for  cost  of  operation,  was  made.  That  was  6  cents  a  barrel  at  first. 
Later  en,  by  reason  of  increased  taxes  and  wages  and  other  costs,  od 
a  showing,  we  increased  that  agreed  cost  of  production  to  8  cents  i 
barrel.  These  contracts  were  made,  however,  under  peculiar  condi- 
tions. 

The  Chairman.  So  the  royaltv  has  not  been  modified  but  the  ex- 
pense of  operation  has  been  modified? 

Mr.  Tallman.  We  allowed  an  increase  of  2  cents  a  barrel  of  oper- 
ating expense  on  certain  contracts  that  were  made  on  that  basis. 

The  Chairman.  And  that  was  due  to  what? 

Mr.  Tallman.  Increased  cost  of  operation.  Now,  bear  in  mvrS 
that  we  made  the  great  majority  of  these  contracts  on  the  basis  of 
a  deposit  of  one-eighth,  without  any  reference  to  the  cost  of  pro- 
duction. The  great  majority  of  them  are  on  that  basis  yet.  We 
have  had  a  very  extensive  investigation  made  in  California,  with  a 
report  received  a  few  weeks  ago,  on  the  question  of  whether  or  not. 
in  order  to  get  the  equivalent  of  a  fair  royalty,  one-eighth  was  suffi- 
cient. We  have  net  yet  got  around,  however,  to  working  that  out 
and  applying  that  report  to  the  respective  cases. 

The  Chairman.  WTiat  is  the  total  amount  collected  under  all  of 
these  working  contracts  under  the  act  of  1914,  Mr.  Commissioner* 
Do  you  have  it  there  in  a  lump  sum? 

Mr.  Tallman.  I  have  had  those  figures  made  up  two  or  three 
times,  blit  I  have  thorn  here  only  up  to  July  1,  1917. 

The  Chairman.  Are  there  any  later  figures  than  that? 

Mr.  Tallman.  I  can  give  you  the  figures  up  to  the  1st  of  Feb- 
ruary. 
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The  Chaihicak.  I  wish  you  would  supply  that  for  the  record. 
Mr.  Tallman.  Yes ;  I  can  get  them  in  a  few  days. 
The  figures  here  follow: 

Statement  of  escrow  deposits  and  liability  on  honds  in  lieu  of  deposits  under 

act  of  Aug.  25,  191i  {S8  Stat.,  708). 

[Sammary  to  Jazu  31,  1918.] 


California. 


Wyoming. 


Number  of  contracts  Including  supplemental  contracts). 

Act  a  ,e.  appro  ioiate 

Prod i.ction  of  cil,  n:  t  barrels 

Production  of  gas,  cubic  f'ft 

Product  ton  of  gasol  jie,  gallDna 

Total  r  hs 

Deposits  in  escrow  with  accumulated  interest 


49 

4,320 

5,071.238.45 

458,986.681 

382.538 

$3,814,713.20 

$473,320.23 


32 

3,480 
6,951,737 


$4,031,343.87 
$1,137, 02a  65 


Total. 


81 

8.800 

12.022.975.45 

458^986.681 

382.538 

$8,746,057.07 

$1,610,340.88 


NoTv.— Ma  innm  li^bilttv  ercept  Interest,  incurred  to  Jan.  31,  1918,  aggregating  $143,147.25  on  fi^e 
bonds  In  lieu  cf  ^eposits,  has  been  counted  abo .  e  as  on  deposit  in  escrow. 

In  Wyoming  tbere  are  two  40-acre  tracts  which  are  being  operated  under 
State  leases  and  are  not  included  in  mineral  applications,  so  that  contracts 
under  the  act  referred  to  could  not  be  made,  but  an  understanding  has  been 
entere<l  Into  whereby  the  gross  proceals  less  a  certain  amount  allowed  for 
operiUing  escpenses  are  impounded  pending  determination  of  the  State's  title 
to  the  lands.  From  the  lands  covered  by  these  two  agreements  have  been 
produced  up  to  January  31,  1918,  787,839.78  barrels  and  the  escrow  deposits 
nrisiug  from  the  operatious  amount  to  $1,030,051.86,  in  addition  to  tlie  amounts 
deposited  in  escrow  under  the  operating  contracts  referred  to  in  the  above 
statement 

Mr.  Tallman.  I  might  read  here  just  a  little  bit  about  the  situa- 
tion up  to  July  1 : 

At  the  present  time  there  are  48  contracts  under  the  act  of  August  25,  1914 
(38  Stat.,  708),  pending  in  California,  embracing  4,100  acres.  Twelve  of  these 
contracts  are  supplemental,  providing  for  disposition  of  proceeds  Impounded 
prior  to  the  entering  into  of  the  original  contracts.  The  production  on  the 
tracts  covered  by  these  contracts  up  to  June  30,  1917,  was  2,903,143.47  net 
berrels;  the  escrow  deposits  arislug  under  these  contracts  amount  to 
$217,352.54. 

The  Chairman.  That  is  up  to  June  30, 1917  ? 
Mr.  Tallman.  Yes. 

In  Wyoming  there  are  25  such  contracts,  covering  an  acreage  of  0.330  acres. 
Tliis  includes  five  contracts  In  which,  instead  of  a  deposit  in  escrow,  surety 
bonds  covering  an  agreetl  maximum  liability  have  been  filed.  The  production 
under  these  contracts  up  to  the  end  of  the  fiscal  year  was  5,547,788  net  barrels. 

The  Chairman.  That  is  also  up  to  June  30? 

Mr.  Tallman.  Yes.  We  have  escrow  deposits  or  the  equivalent  in 
surety  bonds  in  Wyoming  of  $1,302,570.67.  The  total  for  both  the 
California  and  the  Wyoming  production  under  these  contracts  is 
8,954,486.84  net  barrels  and  $1,519,923.21  escrow  deposits. 

The  Chairman.  That  is  up  to  June  30,  1917,  and  would  be  aug- 
mented a  good  deal  by  the  subsequent  production  and  the  subsequent 
royalties  paid  to  the  Government? 

Mr.  Tallman.  Yes.  I  should  say  that  those  contracts  that  vary 
from  the  one-eighth  basis  were  made  in  cases  where  there  was  a  con- 
flict of  claim  to  the  land  between  different  people  and  an  adverse 
claim  was  pending.  We  require  in  the  application  for  one  of  these 
contracts  that  the  applicant  inform  us  as  to  everybody  who  has  any 
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kind  of  claim  against  the  ground  whatever,  and  that  he  present 
waivers  or  releases  of  all  claims  against  the  proceeds  we  are  gomg  to 
deposit. 

The  Chairman.  If  he  can  not  do  that,  what  do  you  do  ? 

Mr.  Tallman.  He  does  not  get  a  contract. 

The  Chairman.  You  require  him  in  all  cases  to  clear  up  his  own 
local  controversies  before  you  allow  him  to  enter  into  any  sort  of 
working  contract? 

Mr.  Tallman.  He  has  to  bring  everybody  in,  in  some  way,  either 
make  them  join  in  the  application  or  the  contract,  or  he  must  bring 
in  a  release  from  all  outside  claimants.  ^ 

The  Chairman.  Did  that  work  an  injustice  in  some  cases? 

Mr.  Tallman.  I  do  not  think  so.  They  got  them  all  right.  In 
this  case,  there  was  an  adverse  claimant  who  had  filed  an  adverse 
suit  and  was  claiming  the  ground.  He  refused  to  waive  in  the  ab- 
sence of  the  increased  deposit. 

The  Chairman.  Have  you  ever  varied  from  that  rule  at  all! 

Mr.  Tallman.  No;  not  as  to  the  requirement  of  waivers. 

The  Chairman.  As  to  these  48  contracts  in  California  and  25 
contracts  in  Wyoming,  none  of  those  are  engaged  in  litigation  at  all 
with  the  Department  of  Justice.  They  had  no  pending  suits  against 
them,  did  they? 

Mr.  Tallman.  No,  sir. 

The  Chairman.  And  you  have  not  made  contracts  with  any  claim- 
ants who  are  in  the  courts  in  any  form,  have  you? 

Mr.  Tallman.  No  ;  not  that  I  recall.  I  am  sure  we  have  not.  In 
fact,  we  have  repeatedly  refused  to  make  any  contracts  on  objection 
of  the  Department  of  the  Navy  and  the  Department  of  Justice  in  the 
naval  reserves. 

The  Chairman.  In  so  far  as  the  cases  which  are  pending  in  the 
Department  of  Justice  are  concerned,  your  department  has  relied  on 
the  courts  to  either  appoint  a  receiver  or  to  protect  it  through  judicial 
channels  rather  than  administrative  channels.    Is  that  it? 

Mr.  Tallman.  Exactly. 

The  Chairman.  And  has  that  rule  been  rigidly  adhered  to? 

Mr.  Tallman.  Absolutely. 

The  Chairman.  What  brought  you  to  the  thought  that  one-eighth 
was  the  correct  royalty  to  deduct  and  hold  as  the  Government's 
possible  future  interest  in  these  claims? 

Mr.  Tallman.  Because  it  was  the  normal  and  ordinary  conmier- 
cial  royalty. 

The  Chairman.  You  made  no  effort  to  collect  a  royalty  on  any  of 
the  lands  that  was  collected  prior  to  the  time  of  entering  into  an 
agreement,  did  youl 

Mr.  Tallman.  Yes;  we  made  some  contracts  covering  a  period 
prior  to  the  date  of  the  contract,  but  not  prior  to  the  date  of  the  act 

The  Chairman.  What  was  done  about  that? 

Mr.  Tallman.  If  I  understand  you,  the  question  is,  did  we  make 
any  contract  covering  any  period  of  time 

The  Chairman  (interposing).  Did  you  exact  any  royalty  on  any 
production  prior  to  the  time  of  formally  entering  into  these  con- 
tractual relations  under  the  act  of  1914? 

Mr.  Tallman.  Only  on  application  of  the  parties. 
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Commander  Wright.  The  Santa-Maria-Lompoc  field  is  entirely 
without  the  withdrawal. 

Mr.  Elston.  How  about  Ventura?    Is  that  the  same? 

Commander  Wright.  I  don't  think  there  is  any  withdrawal  in 
Ventura. 

Mr.  Elston.  How  about  FuUerton? 

Commander  Wright.  In  the  Whittier-Fullerton  fields  are  small 
areas  of  withdrawn  lands.    There  is  no  great  amount. 

Mr.  Elston.  And  there  is  no  great  production  down  there,  is 
there  ? 

Commander  Wright.  Oh,  yes;  the  Whittier-Fullerton  is  a  rich 
field. 

Mr.  Elston.  How  about  Lompoc? 

Commander  Wright.  Lompoc  is  part  of  the  Santa  Maria  field. 

Mr.  Elston.  How  about  San  Benito  ? 

Commander  Wright.  I  think  that  is  entirely  without  the  with- 
drawals. 

Mr.  Elston.  San  Benito  is  way  up  near  Monterey. 

Commander  Wright.  There  are  no  withdrawals  there. 

Mr.  Elston.  And  the  same  as  to  Santa  Barbara?    Isn't  that  true? 

Commander  Wright.  Yes.  A  part  of  the  Whittier-Fullerton, 
Midway-Sunset,  Belridge,  North  Belridge,  Lost  Hills,  and  Coalinga 
are  the  general  fields  within  the  withdrawn  area. 

The  Chairman.  Also  Kern  Kiver? 

Commander  Wright.  Kern  River  has  some  withdrawals,  yes;  but 
a  large  part  of  that  land  is  patented. 

Mr.  J.  H.  G.  Wolf.  The  proven  land  in  Kern  River  is  patented. 

Commander  Wright.  Yes. 

Mr.  Elston.  Well,  I  do  not  care  to  extend  that  line  of  questioning. 
My  assumption  was  that  most  of  those  fields  were  patented  land, 
private  holdings,  and  not  concerned  in  any  inquiry  that  the  Govern- 
ment might  make  at  all;  and  I  did  not  believe  that  most  of  those 
you  mentioned  were  fields  of  very  large  production,  large  areas*,  and 
I  was  surprised  to  hear  the  number  of  acres  involved  in  those  fields, 
because  I  have  never  heard  there  was  very  much  production  down 
there. 

Commander  Wright.  Those  are  the  figures  given  by  the  oil  com- 
panies themselves. 

Mr.  Elston.  As  to  the  amoiint  of  acres  they  hold? 

Commander  Wright.  Yes,  in  proven  area. 

The  Chairman.  These  are  the  figures  furnished  by  the  oil  com- 
panies as  to  their  holdings  ? 

Commander  Wright.  I  think  all  of  them  were  furnished  by  the 
oil  companies. 

The  Chairman.  And  do  you  happen  to  have  there  the  amount  of 
each  one  of  these  areas  that  happen  to  be  patented  lands,  and  the 
amount  that  happen;5  to  be  Government  lands  for  which  they  are 
laying  claim  here  in  this  legislation  ? 

Commander  Wright.  I  am  not  acquainted  outside  of  the  naval 
i-eserve.  I  obtained  this  information  in  order  to  answer  <iuestions 
asked  me  in  another  hearing. 
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royalty  on  all  back  production  as  well  as  on  all  future  production, 
would  that  make  you  change  your  mind  now  as  to  the  advisability  oi 
as  to  your  course  in  making  these  contracts? 

Mr.  Tallman.  Oh,  no;  it  would  not  conflict  in  any  ivay. 

The  Chairman.  It  would  indicate  that  you  might  have  required 
a  greater  royalty  than  the  one-eighth,  might  it  not,  Mr.  Commis- 
sioner ? 

Mr.  Tallman.  It  is  possible.  I  am  sure  from  a  cursory  examina- 
tion of  new  reports  recently  received  that  we  are  quite  likely  to 
raise  the  amount  to  be  deposited  under  some  of  these  contracts  in  the 
very  near  future  if  they  continue. 

The  Chairman.  And  have  you  the  ability  to  do  that  under  these 
contracts  ? 

Mr.  Tallman.  Yes;  or  else  to  break  the  contracts.  They  miist 
either  accede  to  it  or  submit  to  a  suit  for  a  receiver. 

The  Chairman.  Do  those  contracts  preserve  the  right  in  the  Got- 
ernment  not  only  to  increase  the  royalty  for  production  subsequent 
to  the  enactment  of  the  1914  act  but  prior  to  that  time  as  well? 

Mr.  Tallman.  It  has  no  reference  to  any  time  prior  to  tha: 
act. 

The  Chairman.  Did  the  department  consider  that  phase  of  it  at 
all? 

Mr.  Tallman.  Yes ;  but  we  considered  we  had  no  authority  to  con- 
tract with  respect  to  any  production  prior  to  the  enactment  of  the 
act  of  August  25,  1914. 

The  Chairman.  True;  but  the  act  of  191^  was  very  broad  in  its 
discretionary  authority,  and  the  Interior  Department  could  r^erve 
any  amount  they  wanted  to  reserve  under  that  act,  could  they  not? 

Mr.  Tallman.  We  could  have  insisted  on  that. 

The  Chairman.  You  could  have  reserved  50  per  cent  of  it  if  you 
had  wanted  to,  could  you  not? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Or  all  of  it  if  you  had  wanted  to? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  The  advice  of  the  Department  of  Justice  was 
that  it  should  be  retained  ? 

Mr.  Tallman.  Their  view  was  that  in  all  cases  where  the  special 
agents  had  made  an  adverse  report,  although  no  hearing  had  bDozi 
directed  and  no  hearing  had  and  no  determination  made  of  th? 
facts,  it  being  purely  ex  parte,  we  should  not  make  any  contracts  at 
all,  but  should  go  into  court  and  endeavor  to  get  a  receiver. 

Tlie  Chairman.  But  there  were  not  any  court  proceedings  pend- 
ing at  that  time? 

Mr.  Tallman.  They  wanted  to  start  a  suit  and  then  procure  t 
receivership. 

The  Chairman.  How  many  of  those  cases  did  they  desire  to  tafe 
that  course,  or  do  you  know  ? 

Mr.  Tallman.  In  practically  every  one  in  which  we  made  a  con- 
tract, where  there  was  an  adverse  report  pending  by  the  special 
agent. 

The  Chairman.  And  there  were  adverse  reports  in  all  of  them. 
were  there  not  ? 

Mr.  Tallman.  In  a  number  of  them. 
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(The  statement  referred  to  follows:) 

Unpatented  lands  in  Mti^atlon : 

81-2a-18,  N.  i  and  SE.  i ;  Midlands  Oilfields  Co $120, 000 

31-23-20,  all ;  Associated  Oil  Go.  h  United  Oil  Co.  i 1, 312, 000 

31-23-22,  all ;  Northern  Exploration  Co.  i,  Standard  Oil  Co.  1, 

Associated  Oil  Co.  i 2, 007, 500 

31-23-26,  J;  Northern  Exploration  Co.  i,  Standard  Oil  Co.  |, 

Associated  Oil  Co.  i 2,472,000 

31-23-28,  all;   Record   Oil  Co.   tV,   Standard   Oil  Co.   i  Con- 
solidated Mutual  Oil  Co.  A,  United  Oil  Co.  i,  A.  G.  Wilkes 

i,  Caribou  Oil  Co.  i 2,827,000 

31-23-34,  all;  Associated  Oil  Co.  *,  Union  Oil  Co.  i 3,829,000 

31-24-32  S.  1 ;  General  Petroleum  Co.  f ,  Boston  Pacific  OH  Co. 

h  St.  Helens  Oil  Co.  A,  M.  &  W.  A,  Standard  OH  Co.  A 2, 813, 750 

32-23-2,  all;  North  Ainericnn  Oil  C<;nsolidated 3.375.000 

32-23-12,  all ;  Standard  Oil  Co 1, 406, 250 

32-24-4.  S.  i  and  NE.  i ;  Honolulu  Consolidated  Oil  Co 1, 160, 000 

32-24-C,  all ;  Honolulu  Consolidated  Oil  Co 7, 480, 000 

32-24-8,  all;  Honolulu  Consolidated  Oil  Co 5,880.000 

32-24-12,  W.  i ;  Honolulu  Consolidated  Oil  Co 1, 125, 000 

32-24-14,  all ;  Honolulu  Consolidated  Oil  Co 1. 800  000 

32-24r-18,  N.  i  Standard  Oil  Co 525, 000 

Total 38, 132, 500 

Mr.  Baker.  AVhat  does  it  cost  to  develop  these  lands?  Have  you 
got  any  idea  of  that? 

Commander  Wright.  The  wells  in  the  reserve  now  are  running 
from  $30,000  on  up.  Prices  are  very  high  for  casings  and  all  other 
materials  at  the  present  time.    Prices  are  now  very  much  inflated. 

Mr.  Elston.  How  many  wells  did  you  say  there  were,  about  300? 

Commander  Wright.  About  330  altogether. 

Mr.  Elston.  According  to  that  estimate,  the  locators  or  operators 
on  the  land  have  spent  $9,000,000  or  $10,000,000  in  development 
there. 

Commander  Wright.  That  includes  the  Southern  Pacific  and  pat- 
ented lands.  The  greater  part  of  the  wells  are  on  either  the  Southern 
Pacific  or  patented  lands. 

Mr.  Elston.  Would  that  be  approximately  correct,  that  the  private 
operators  in  Naval  Eeserve  No.  2  have  spent  from  $9,000,000  to 
$10,000,000  in  successful  and  unsuccessful  operations  in  drilling  wells, 
according  to  your  estimate  there? 

Mr.  DocKWEiLER.  Mr.  CJiairman,  T  was  going  to  suggest  that  I 
think  Commander  Wright  is  in  ei'orr  when  he  says  that  the  cost  of 
sinking  wells  in  Naval  Reserve  No.  2  is  from  $30,000  up.  That  is 
more  or  less  indefinite,  Commander.  Mr.  McLaughlin  can  give  you 
the  exact  figures,  but  on  account  of  the  present  cost  of  oil-well  sup- 
plies I  believe  the  present  cost  of  sinking  wells  in  that  reserve 
approximates  from  $75,000  to  $100,000. 

The  Chairman.  Of  course,  a  great  many  of  these  wells,  though, 
were  sunk  before  these  inflated  prices  came  on. 

Mr.  DocKWEiLER.  What  was  the  original  price,  Mr.  McLaughlin? 

Mr.  McLaughlin.  The  price  heretofore  has  been  about  $10  per 
foot.  The  present  cost  is* approximately  50  per  cent  greater  than 
that. 

The  Chairman.  What  is  the  average  depth  of  the  wells? 

Mr.  McLaughlin.  Those  wells  average,  I  should  say,  about  8,000 
feet —  2,500  to  3,000  feet^  The  present  cost,  of  course,  is  50  per  cent 
higher  than  it  was. 
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The  Chairman.  Commander  Wright  said  from  $30,000  up,  so 
that  is  about  it. 

Commander  Wright.  Mr.  Sequa  in  his  last  year's  testimony  before 
the  Senate  committee  gave  figures  showing  greatly  increased  cost  of 
casing,  and  so  forth,  at  the  present  time. 

Mr.  Baker.  Just  a  question  right  there  before  you  start  off  on 
something  else.  On  the  estimated  cost  of  the  development  of  the 
wells  on  this  Naval  Reserve  No.  2,  as  they  are  now,  they  run  in  the 
neighborhood  of  something  like  ten  million  dollars,  and  to  do  the 
same  work  now  would  run  to  about  twenty  million  dollars  ? 

Commander  Wright.  About  fifteen  million  dollars. 

Mr.  Eaker.  So,  estimating  the  full  cost  of  all  the  development 
work  and  the  amount  to  be  done  from  now  on  to  get  the  oil  out 
of  the  well,  that  wouldn't  be  a  very  extravagant  profit  to  the  man 
who  has  invested  his  money  in  that  enterprise,  would  it? 

Commander  Wright.  It  is  according  to  what  royalty  he  was 
paying.  At  one-eighth  royalty  within  a  reserve  he  would  get  an 
extremely  high  profit. 

The  Chairman.  Has  any  estimate  been  made  on  the  exact  pro- 
duction of  those  300  wells  in  the  Naval  Reserve  No.  2,  of  the  oil  in 
either  barrels  or  dollars,  that  has  actually  been  taken  from  those 
wells? 

Commander  Wright.  I  have  here  the  letter  from  Commander 
Landis  giving  the  estimate  of  expenditures  and  value  of  production 
before  the  withdrawal,  September  27,  1909;  expenditures  and  gross 
receipts  after  the  withdrawal,  September  27,  1909,  to  receivership, 
in  cases  where  a  receiver  was  appointed ;  and  the  estimated  expendi- 
ture of  wild-cat  operations  and  lists  of  properties  in  naval  reserve 
which  have  been  operated  under  the  Government  receiver.  That 
will  give  for  the  time  covered  the  actual  production  and  the  net 
value  of  production. 

The  Chairman.  Do  you  have  that  there  compiled  so  it  can  be 
put  in  the  record  ? 

Commander  Wright.  I  have  compiled  it  if  the  committee  desires 
to  have  it  in  the  record. 

The  Chairman.  Without  objection,  it  will  be  incorporated  in  the 
record  at  this  point.  You  will  show  us  just  what  you  wanted 
included  there? 

Commander  Wright.  Yes.  If  you  wish  the  estimated  valuations 
of  the  whole  reserve,  in  place  of  the  unpatented  lands,  I  can  file  tiiis 
complete  valuation  in  place  of  the  other. 

(The  paper  referred  to  follows:) 

Preliminary  estimate  valuation  Naval  Reserve  No.  1. 

SOUTHERN   PACmC   LANDS. 

80-2a-15 $288, 000 

80-23-17 90, 000 

80-23-21 4(K>,  000 

30-23-23    570. 000 

30-23-25 1, 440,  000 

80-23-27 ^ 480,000 

30-23-35 880.  000 

30-24-19 320, 000 

30-24-29 760, 000 

80-24-31 ■-! 880. 000 

80-'24-33 100, 000 

Total 6, 274, 000 
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one-eighth  would  be  enough  to  retain  to  fully  protect  the  Govern- 
ment. 

Mr.  Tallman.  I  question  very  much  whether  there  will  be  a  single 
case  in  any  court  in  which  the  Government  will  be  decreed  to  be  en- 
titled to  all  of  the  land  and  all  of  the  oil. 

The  Chairman.  While  that  might  be  true,  yet,  in  cases  of  fraud, 
where  the  fraud  is  finally  established  and  proven,  surely  no  one 
should  be  permitted  to  profit  by  his  own  fraud.  That  should  be  ad- 
mitted without  argument.  That,  I  assume,  is  a  self-evident  proposi- 
tion.   If  fraud  were  charged 

Mr.  Tallman  (interposing).  But  this  so-called  fraud  is  neither 
established  nor  proven 

The  Chairman  (interposing).  If  fraud  were  charged  and  the 
fraud  were  proven,  surely  no  one  would  contend  that  the  party 
perpetrating  the  fraud  should  be  permitted  to  profit  by  his  own 
fraud. 

Mr.  Tallman.  Certainly  not.  That  whole  matter  has  been 
thrashed  out  by  further  correspondence  here  between  the  depart- 
ments. The  Secretary  has  stated  his  position  on  this,  and  I  do  not 
care  to  embarrass  him  or  to  make  any  statement  that  would  not 
coincide  with  the  views  he  has  repeatedlj  expressed.  Moreover, 
1  have  been  in  entire  accord  with  those  views  and  assume  full  re- 
sponsibility for  the  part  I  have  taken  in  the  course  that  has  been 
pursued.  On  June  2, 1917,  we  got  a  long  letter  from  the  Department 
of  Justice  objecting  to  our  making  these  contracts,  or  objecting  to 
our  making  them  on  the  one-eighth  basis,  regardless  of  what  the 
charges  were,  and  the  Secretary  answered  that  letter  on  June  20. 

The  Chairman.  Do  you  have  his  answer  there? 

Mr.  Tallman.  Yes,  sir;  I  will  read  it  if  you  would  like  to  have  it. 

The  Chairman.  I  would  be  very  glad  to  hear  it. 

Mr.  Tallman.  Do  you  want  the  letter  from  the  Department  of 
Justice  first? 

The  Chairman.  I  think  I  know  what  their  contention  is. 

Mr.  Taylor.  How  long  is  that  letter  from  the  Department  of 
Justice? 

Mr.  Tallman.  It  contains  about  18  pages. 

The  Chairman.  I  assume  that  the  letter  of  the  Department  of 
Justice  covers  the  contention  that  Mr.  Kearful  made  before  the  com- 
mittee. 

Mr.  Smith.  On  the  point  that  more  than  one-eighth  should  be  im- 
pounded. 

The  Chairman.  I  think  I  state  the  purport  of  Mr.  Kearful's  tes- 
timony fairly  when  I  say  that  his  contention  was^and  I  examined 
him  on  it  myself,  and  other  members  of  the  committee  did— liis  con- 
tention was  that  the  Department  of  the  Interior  ought  to  have  re- 
tained all  of  the  oil.    That  was  the  substance  of  his  testimony. 

Mr.  Taylor.  And  not  enter  into  a  contract  with  anybody. 

The  Chairman.  He  said  that  in  every  case  where  fraud  was 
charged  it  was  the  duty  of  the  Department  of  the  Interior  to  retain 
all  of  the  oil,  except  the  operating  expenses.    I  think  I  state  that 

correctly. 

Mr.  Elston.  I  think  Mr.  Kearful  had  an  original  construction  of 
what  a  fraudulent  entryman  was.  He  contended  that  a  man  who 
did  not  have  the  present  ability  or  money  to  sink  a  well 
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The  Chairman  (interposing).  I  think  that  was  in  another  part  of 
his  testimony. 

Mr.  Elston.  I  think,  in  view  of  any  suggestions  that  the  Attorney 
General  has  made,  it  would  be  well  to  keep  in  mind  the  interpretation 
of  the  law  given  by  Mr.  Kearful. 

The  Chairman.  I  think  the  Department  of  Justice  took  a  very 
narrow  view  of  what  that  was. 

Mr.  Elston.  I  do  not  want  to  make  any  comment  on  the  validity 
of  his  construction.  I  think  he  made  a  very  consistent  and  logical 
argument  upon  the  premises  he  laid  down.  I  am  not  a  good  enough 
lawyer  to  say  that  so  and  so  would  be  a  better  or  more  technical  con- 
struction of  the  law,  but  it  did  not  coincide  with  the  views  of  some 
members 

The  Chairman  (interposing).  I  was  trying  to  deal  with  this  par- 
ticular case.  I  think  that  he  injected  into  it  an  entirely  new  eqna- 
tion,  but  when  he  got  to  these  operating  contracts  under  the  act  of 
1914,  I  think  a  fair  construction  of  his  testimony  would  be  that  his 
additional  contention  was  that  all  of  the  oil,  except  the  operating 
expenses,  ought  to  have  been  conserved,  just  as  a  receiver  would  do. 
Now,  no  doubt  the  Interior  Department  has  an  adequate  answer  to 
that ;  but  what  I  am  trying  to  do  is  to  be  fair  to  both  of  them. 

Mr.  Tatlor.  I  would  like  to  have  the  commissioner  permitted  to  go 
ahead  and  explain  the  character  of  the  fraud  and  the  reason  why 
they  make  contracts  with  men  who  may  be  charged  with  being  fraud- 
ulent entrymen,  solely  laecause  they  are  not  worth  $1,000,000.  If  the 
charge  is  wholly  fallacious  and  absurd  on  its  face,  I  do  not  want  the 
Interior  Department  branded  with  having  been  willing  to  enter  into 
a  lease  with  men  charged  with  fraud.  I  do  not  want  that  charge 
made  when  the  fraud  charged  is  absolutely  absurd. 

The  Chairman.  I  think  it  would  be  well  to  have  both  letters  in- 
serted in  the  record. 

Mr.  Tallman.  Then,  to  make  the  correspondence  complete,  I  will 
first  put  in  the  letter  from  the  Attorney  General,  which  is  dated  June 
2, 1917. 

(The  letter  referred  to  is  as  follows:) 

Office  of  the  Attorney  GEXEaiAL, 

Washington,  D.  C,  June  2,  1911. 

My  Dear  Mr.  Secretary  :  I  desire  to  direct  your  attention  to  a  serious  situ- 
ntion  \\'hicli  has  resulted  from  the  character  of  the  operating  agreements  en- 
tered into  by  you  with  applicants  for  patents  to  withdrawn  oil  lands  under 
the  act  of  August  25,  1014  (38  Stat,  708),  and  from  the  del.iy  In  your  dcifeirL- 
inent  with  respect  to  the  disposition  of  such  appliciitlons  in  cases  where  cliar^'^ 
of  fraud  or  unlj.wful  entry  h:ive  been  made  against  the  appllcnnts. 

Tlie  :ict  of  1914  provides : 

"  That  where  applications  for  patents  have  been  or  may  hereafter  be  offered 
for  any  oil  or  cjas  land  indudeil  in  an  order  of  wlthdraw^al  upon  which  oil  or 
gas  has  heretofore  been  discovered,  or  is  being  produced,  or  upon  which  drill- 
ing operations  were  in  actual  progress  on  October  third,  nineteen  hundred  ac<l 
ten,  and  oil  or  gas  is  tlicreaftor  discovered  thereon,  and  where  there  has  b^en 
no  final  determination  by  the  Secretary  of  the  Interior  upon  such  application^ 
tor  patent,  said  Secretary,  in  his  discretion,  may  enter  into  agreements,  umicr 
such  conditions  as  he  may  prescribe  with  such  applicants  for  patents  \n  poj^- 
sesslon  of  such  land  or  any  portions  thereof,  relative  to  the  disposition  of  rb* 
oil  or  gas  produce<l  therefrom  or  the  proceeds  tiiereof,  pending  final  determina- 
tion of  the  title  thereto  by  the  Secretary  of  the  Interior,  or  ifeuch  other  dispii>i- 
tion  of  the  same  as  may  be  authorized  by  law." 

The  manifest  purpose  of  this  statute  was  to  provide  a  method  for  conservio^ 
the  properties  embraced  In  applications  for  patents,  until  it  could  be  decided 
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receivership  properties,  location,  date  taken  over  by  receiver,  produc- 
tion to  October  31, 19lt,  amount  in  escrow  October  31,  and  net  value 
of  production.  That  will  give  the  committee  an  idea  of  what  the 
wells  are  producing  at  this  date. 

The  Chairman.  You  will  put  that  in  the  record  ? 

Commander  Wright.  I  would  like  to  have  it  go  into  the  record. 

The  Chairman.  Without  objection,  it  will  be  inserted  at  this  point. 

(The  paper  referred  to  follows:) 


OPERATION  UNDER  RECEH^ERSHIP. 


The  following  is  a  list  of  properties  in  Naval  Reserve  No.  2  that 
have  been  operated  by  the  Government  receiver : 


Properties. 

Location. 

Dato 

taken 

over  by 

receiver. 

Produc- 
tion to 
Oct.  31, 
1917. 

Amount 

in  escrow 

Oct.  31. 

Net  value 

of  pro- 
duction.! 

Pro- 
duc- 

ine 

oil 
wells. 

Oeneral  Petroleum. . . . 
Bt.  Helens 

N.  J,  SW.  i,  sec.  32-91-24.... 
NW.i,  8E.  J,  sec.  32-31-24.. 

S.l,S.  |,sec.33-31-» 

All  sec.  2^-32-23 

1916. 
Apil.... 
March... 
January. 

May 

January. 
March... 

January. 
...do 

..  .QO...S. 

BtrreU. 
723,628 
550, 3«1 
61.%  231 
532,239 
26M,075 
309,941 

230,060 
(*) 

(«) 

$.564,808.90 
406,4^5.04 
637,782.23 
416,393.86 
346,281.75 
57,662.75 

219,734.77 

$564,808.90 
403,485.04 
414,782.23 
415,393.86 
134,281.75 
57,662.75 

142,734.77 

8 
3 

Boston  Pacific 

North  American. 

2 
10 

Caribou 

Gonsolidatod  Mutual . . 

Standard  Oil 

California  Amal- 

E.  h,  BE.  \,  sec.  28-31-23 

8.i,NW.i,8.J,NE.i,8.4, 
N.  *.  NE.  J,  sec.  28-31-23. 
N.  i,  NW.  J,  sec.  28-31-23. . . 
W.  i,  S£.  i,  sec.  28-31-23. . . . 

N.  h  N.  1,  NE.  i,  sec.  28-31- 

3 
12 

8 

gamated. 
Record  Oil  Co 

1  Represents  the  amount  by  which  the  value  of  production  has  exceeded  the  cost  of  operation. 
■  No  production. 

Mr.  Raker.  Commander,  if  there  had  been  no  withdrawals  on 
this  land,  and  these  various  claims  had  proceeded  as  they  have  and 
developed  producing  wells,  as  against  third  parties,  they  would  be 
entitled  to  their  patents,  no  fraud  being  shown  otherwise? 

Commander  Wright.  You  mean  to  say  if  nobody  had  made  any 
adverse  claims  during  that  time — had  allowed  them  to  go  on? 

Mr.  Raker.  Up  to  the  present  time,  if  no  adverse  claims  had  been 
made  by  third  parties,  with  the  record  of  what  they  had  done  by 
actually  drilling  and  actually  getting  a  producing  well  en  the  claim, 
if  there  had  been  no  withdrawals,  as  between  third  parties  and  the 
claimants,  the  Government  not  being  involved,  from  the  record  as 
it  has  been  shown  they  would  be  entitled  to  a  patent,  would  they 
not? 

Commander  Wright.  I  doubt  very  much  if  a  great  many  of  them 
would  havd  been  allowed  to  go  ahead  in  case  of  withdrawal  without 
other  people  coming  in  there — not  all  of  them,  but  a  good  many  of 
them  would  not  have  been  allowed  to  go  ahead  without  third  parties 
coming  in,  because  there  was  a  good  deal  of  time  when 

Mr.  Raker  (interrupting).  I  am  assuming  that  there  were  no 
third-party  claimants. 

Commander  Wright,  Then  you  would  have  nothing  to  base  it  on, 
whether  they  had  obeyed  the  law  or  not. 

Mr.  Raker.  Isn't  that  the  question — ^that  there  are  no  third-party 
claimants  ? 


1182  OIL  LEASING  LANDS. 

ductlon  in  nil  cases  where  the  Governinent  alone  is  contesting  the  claim  is  d^ 
calculated  to  protect  the  interests  of  the  GovernraenL 

Very  few.  If  any,  of  these  claimants  are  entitled  to  special  consideratioD.  la 
most  of  the  cases  there  can  be  no  reasonable  ground  to  believe  that  patent?  will 
ever  be  Kruntetl.  In  15  of  the  18  California  cases  special  agents  of  the  Geaen:! 
Land  Office  have  charged  the  claimants  with  fraudulent  locations,  the  other  3 
being  chargetl  with  violating  the  withdrawal  order.  In  all  but  1  of  the*  IS 
cases  hearings  have  been  directed  by  the  Commissioner  of  the  General  LaD'. 
Office,  and  in  that  1  the  charge  is  that  the  entry  was  illegal  and  also  that  tbe 
claimant  was  guilty  of  fraud.  In  the  18  Wyoming  cases  few  hearings  have  bees 
directed,  although  adverse  reports  have  been  made  by  the  special  agents,  h 
most  of  the  Wyoming  cases  delay  In  departmental  action  has  been  cjiusal  by 
collusive  suits  instituted  in  the  State  courts  by  pretended  rival  claimants. 

I  understand  that  hearings  are  directed  in  cases  where  it  has  been  determine' 
prima  facie,  upon  the  application  papers  and  the  special  agent's  report,  that  the 
claimant  Is  not  entitled  to  a  patent  Of  such  a  claimant  it  is  not  unfair  to  snj 
that  he  is  prima  facie  a  trespasser  on  the  lands  of  the  United  States,  and,  ia 
case  of  fraud,  a  willful  trespasser.  It  certainly  was  not  the  intention  of  the 
law  to  reward  trespass  and  fraud ;  yet.  I  am  constrained  to  say,  the  operatins 
agreements  which  give  to  such  claimants  seven-eightlis  of  the  gross  produetii* 
are  adapted  to  accomplish  that  result. 

The  most  serious  feature  of  this  situation  Is  Its  continuity^  due  to  the  inaction 
of  the  General  Land  Office  In  deciding  the  cases. 

Following  the  decision  of  the  Supreme  Court  In  the  case  of  United  States  r. 
Midwest  on  Company  (236  U.  S.,  459),  on  February  23,  1915.  sustaining  f^e 
validity  of  the  withdrawal  order  of  September  27, 1909,  it  became  apparent  that 
a  close  cooperation  between  our  departments  was  essential  to  the  protection 
of  the  Interests  of  the  Government  In  the  withdrawn  lands  as  again.st  illes". 
and  fraudulent  claims.  This  was  agreed  to  between  us  at  a  conference  In  my 
office  on  June  5,  1915.  It  was  there  agreed,  as  stated  in  my  letter  to  yoa  o! 
June  7,  1915,  that  the  effectiveness  of  our  efforts  would  depend,  among*  other 
things,  "  upon  the  speed  with  which  all  applications  for  patent  shall  be  examined 
and  disposed  of  by  your  department,"  and  that  therefore  "  the  applications  fi«r 
patents  now  pending  in  the  General  I-and  Office,  and  all  others  that  may  he  fileO 
hereafter,  will  be  disposed  of  as  soon  as  possible."  In  answer  to  my  letter  yon 
stated,  by  letter  of  June  17,  1915,  that  your  department  would  "endeavor 
through  the  Commissioner  of  the  General  Land  Office,  to  promptly  carry  out 
the  scheme  of  cooperation  which  was  discussed  and  adopted  at  the  conference" 
My  information  Is  that  a  hearing  has  been  held  In  but  one  of  the  adverj?elT  re- 
port(Hl  cases  in  which  ojierating  agreements  have  been  entered  into,  and  that  ik> 
further  hearings  are  contemplated  in  any  such  cases  unless  desired  by  the  appli- 
cants. 

The  pendency  of  these  cases  in  your  department  would  seem  to  deprive  the 
courts  of  jurisdiction  to  determine  the  merits  of  the  claims,  and  the  exlsten<^ 
of  the  operating  agreements  precludes  receivership  proceedings  for  the  consem- 
tlon  of  the  properties. 

The  r^hnracter  of  the  operating  agreements  entered  into  under  the  aot  i* 
1914,  coupled  with  the  failure  of  the  Generol  Land  Office  to  dispose  of  the  av 
plications  for  patents  to  the  lands  which  are  the  subject  of  those  agreement v 
is  a  source  of  constant  embarrassment  to  this  department.  Many  tracts  of  Inr? 
in  the  same  localities,  the  title  to  which  depends  upon  the  same  or  sirailr- 
questions  of  law  and  fact,  are  not  covered  by  operating  agreements  either  N- 
cause  the  lands  lie  within  a  naval  reserve  or  were  involved  In  Government  siit-* 
prior  to  applications  for  patent.  For  the  protection  of  the  interests  of  the 
Government  in  these  lands  a  receiver  is  necessary  in  most  cases.  In  a  ms 
Jorlty  of  the  cases  a  receiver  has  been  appointed  and  operations  are  belnsr  corr 
ducted  under  his  supervision ;  In  others  the  application  for  a  receiver  is  pen"]- 
Ing,  and  In  still  others  such  application  is  contemplated.  As  before  stateil.  ti* 
rule  adopted  by  the  courts  for  the  protection  of  the  Government,  pendinc  a 
final  decision,  is  to  impound  the  entire  production  less  the  cost  of  conservativ«? 
operation.  This  Is  the  only  rule  for  which  we  can  contend  consistently  w-if 
our  sense  of  public  duty  and  the  practice  of  courts  of  equity.  But  the  far  morv 
liberal  rule  of  the  operating  agreements,  entered  Into  by  your  department  i* 
similar  cases,  Is  constantly  being  used  as  an  argument  to  neutralize  our  efforts 
to  protect  the  Government  interests  and  as  a  basis  for  harsh  and  unjust  crit" 
cism  of  this  department. 
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■  The  Chairman.  In  other  words,  there  is  nothing  in  the  law  to 
compel  a  man  to  make  final  proof  and  take  out  a  final  patent,  as  there 
is  in  homestead  cases? 

Commander  Wright.  No,  sir. 

Mr.  Taylor.  Don't  you  think  that  people  would  go  ahead  and  get 
u  patent  and  pay  $2.50  an  acre,  $400  dollars  on  a  160-acre  claim,  very 
gladly,  if  they  thought  they  would  not  be  harrassed  in  getting  their 
patent,  but  would  be  allowed  to  go  ahead  ?  Wouldn't  nine  hundred 
and  ninety-nine  of  them  out  of  a  thousand  go  ahead  and  get  patents 
if  the  department  would  let  them  alone  and  let  them  do  it? 

Commander  Wright.  I  think  nine  hundred  and  ninety-nine  out 
of  a  thousand  of  those  who  obeyed  the  law  would  apply  for  a  patent. 

Mr.  Taylor.  Don't  you  think  they  are,  generally  speaking,  trying 
to.  obey  the  law  as  well  as  they  can,  if  they  can  learn  what  the  law 
is,  learn  what  the  construction  would  be?  Don't  they  hire  lawyers 
and  pay  them  high  prices  and  try  to  comply  with  the  law  and  try  to 
comply  with  the  instructions,  and  inquire  what  those  instructions 
are?  Don't  they  all  along  try  very  hard,  and  isn't  it  natural  and 
perfectly  in  keeping  with  human  nature  for  them  to  strive  hard  to 
comply  with  the  law  for  the  protection  of  their  property  rights? 

The  Chairman.  I  doubt  if  we  ought  to  make  the  commander 
testify  as  to  what  human  nature  would  make  them  do. 

Mr.  Taylor.  He  has  been  over  the  ground;  he  has  been  studying 
these  people  on  the  ground,  and  I  want  him  to  state  in  this  record 
whether  he  thinks  they  are  disobeying  the  law  or  trying  to  comply 
with  it. 

The  Chairman.  It  would  be  impossible  for  him  to  state  that,  I 
think. 

Mr.  Taylor.  Mr.  Chairman,  I  want  to  ask  him  that  question.  I 
would  like  to  have  his  opinion  on  it.  You  have  been  all  over  these 
fields;  you  have  been  inspecting  all  these  people;  you  have  put  in 
most  of  your  time  at  it.  What  is  your  candid  opinion  as  to  the  good 
faith  of  the  people  that  are  trying  to  develop  these  oil  fields? 

Commander  Wright.  Of  the  whole  United  States  in  general  ? 

Mr.  Taylor.  Yes ;  all  over  the  Western  States. 

Commander  Wright.  There  are  a  great  many  of  them  that  have 
no  intention  of  developing  them.  There  are  those  that  do,  and  I  do 
not  want  to  cast  any  slurs  whatever  against  your  real  prospector 
or  developer,  Mr.  Taylor.  There  are  a  great  number  of  them  on 
those  western  oil  fields  that  go  out  and  plaster  the  lands  with  paper 
locations,  with  no  more  intention  of  going  ahead  and  developing 
and  improving  them  than  nothing  at  all. 

Mr.  Taylor.  Well,  do  you  mean  to  say  that  they  are  trying  to 
violate  the  law? 

Commander  Wright.  Their  intention  is  if  not  to  violate  the  law 
to  get  around  the  law.  The  lady  from  Wyoming  here  the  other 
day  was  telling  how  the  people  were  all  waiting  around  for  her 
to  prove  the  land,  and  trying  to  hold  their  lands  by  various  methods. 

Mr.  Smith.  That  is  m  reference  to  the  special  agents  of  the 
-Government.  She  said  they  were  sitting  around  to  see  whether  she 
found  oil  to  tell  whether  they  would  withdraw  the  lands  or  not. 

Commander  Wright.  She  also  said  that  other  people  were  sitting 
around  to  let  her  prove  the  lands,  and  holding  their  lands  in  the 
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meantime.  I  have  every  sympathy  in  the  world  with  the  real  de- 
veloper. 

Mr.  Taylor.  The  placer  law  puts  no  limitation,  does  it,  upon 
the  number  of  placer  claims  a  person  can  locate? 

Commander  Wright.  Provided  they  are  located  by  groups  of  8 — 
that  is,  for  160-acre  locations — and  diligent  prosecution  of  work  is 
carried  on. 

Mr.  Taylor.  The  law  does  not  say  anything  about  that.  There 
is  no  diligent  prosecution  of  work  under  the  law.  That  is  your  con- 
struction of  that  law,  isn't  it? 

Commander  Wright.  Why,  no,  sir. 

Mr.  Taylor.  Does  the  statute  say  anything  about  diligent  proB&- 
cution  of  work? 

Commander  Wright.  Before  the  date  of  withdrawal? 

Mr.  Taylor.  I  am  not  talking  about  the  withdrawal.  I  am  talk- 
ing about  public  land.  There  is  no  diligence  required  by  law  on 
lands  outside  the  withdrawal,  and  there  is  no  limit  on  the  number 
of  claims  a  man  can  locate;  and  a  poor  man  can  locate  under  the 
law  the  same  as  a  rich  man. 

Commander  Wright.  Yes,  sir. 

Mr.  Taylor.  And  he  can  locate  as  many  claims  as  he  can  do  $100 
worth  of  work  on  each  year,  can  he? 

Commander  Wright.  Why,  no,  sir;  the  $100  worth  of  work  a  year 
has  absolutely  nothing  to  do  with  locating  a  claim. 

Mr.  Taylor.  I  am  talking  about  assessment  work. 

Commander  Wright.  Yes;  assessment  work. 

Mr.  Taylor.  A  man  can  do  $100  worth  of  work  a  year  and  hold 
them  until  Gabriel  blows  his  horn. 

Commander  Wright.  If  he  has  made  a  discovery  before  that  assess- 
ment work. 

Mr.  Taylor.  And  what  right  have  you  to  say  that  those  men 
are  holding  them  in  violation  of  law,  simply  because  they  haven't 
got  money  to  go  ahead  and  develop? 

Commander  Wright.  All  they  have  to  do  is  to  go  ahead  with  their 
assessment  work  after  discovery. 

Mr.  Taylor.  Well,  if  they  are  going  ahead  with  their  assessment 
work,  why  do  you  call  them  people  that  are  not  carrying  out  the 
law  in  good  faith? 

Commander  Wright.  Because  they  haven't  got  their  discovery. 

Mr.  Taylor.  Oh,  well,  you  call  a  discovery  a  paying  well.  That 
is  getting  right  back  to  the  Kearful  construction. 

Commander  Wright.  I  don't  call  discovery  necessarily  a  paying 
well.  I  call  discovery  exactly  what  is  requii'ed  by  the  law  of  1911, 
I  think  it  is,  which  prescribes  what  is  an  oil  claim — a  claim  that  is 

frincipally  valuable  for  oil.  I  am  not  a  lawyer,  Mr.  Taylor,  and 
don't  like  to  get  into  a  discussion  on  those  points. 
Mr.  Taylor.  But  what  I  am  getting  at  is  that  the  people  in  the 
Department  of  the  Interior,  and  the  Navy  Department,  and  the 
Department  of  Justice,  you  all  go  upon  the  basic  principle  all  the 
way  through  that  if  a  man  is  not  a  man  of  means  sufficient  to  de* 
velop  the  well  and  make  it  a  paying  well,  that  therefore  he  is  not  in 
good  faith  in  taking  that  well  and  is  not  complying  with  the  law. 
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The  Chairman.  This  witness  has  advanced  nothing  of  that  sort 

Mr.  Taylor.  I  think  he  has  advanced  that  kind  of  thing,  and 
nothing  else.    That  is  exactly  what  both  of  them  advance. 

Mr.  Smith.  The  question  of  discovery,  as  I  understand  it,  is  not 
a  factor  in  the  good  faith  of  an  applicant  until  he  makes  his  applica- 
tion for  patent.  Then  he  has  got  to  show  discovery  in  order  to  get 
a  patent ;  but  he  can  go  on  working  for  30  years  in  developing  his 
claim  without  malcing  discovery. 

Commander  Wright.  But  he  is  not  protected  from  a  third  party 
during  that  time. 

Mr.  Smith.  If  he  does  his  annual  assessment  work  each  vear? 

Commander  Wright.  No,  sir;  assessment  work  does  not  begin 
until  after  discovery,  as  I  imderstand  it. 

Mr.  Taylor.  Do  you  claim  that  assessment  work  does  not  begin, 
then,  until  after  he  has  a  paying  well  ? 

Commander  Wright.  Assessment  work  does  not  begin  till  after 
discovery. 

Mr.  Smith.  I  know  a  man  in  Idaho  who  has  worked  on  a  claim 
for  20  years  and  he  hasn't  made  a  discovery  yet. 

Mr.  Taylor,  He  don't  have  to  have  a  paying  well  in  order  to  make 
discovery. 

The  Chairman.  Now,  gentlemen,  here  are  members  of  the  com- 
mittee trying  to  prove  by  a  Navy  officer  certain  questions  of  law. 
This  argument  will  not  be  of  value  in  the  record,  and  I  do  not  think 
Tve  should  cumber  the  record  with  it,  and  I  believe  we  ought  to  let 
Commander  AVright  go  ahead. 

Mr.  Raker.  I  know,  but  the  commander  has  said,  and  very  prop- 
erly, that  the  assessment  work,  $100  per  year  per  claim,  applies 
after  discovery. 

Commander  Wright.  Yes,  sir. 

Mr.  Kaker.  And  you  can  not  rely  upon  that  assessment  work 
until  discovery ;  but  as  against  the  Government  there  has  never  been 
any  limitation.  A  man  could  work  1  year  or  2  years  or  5  years 
or  20  years  until  he  got  a  discovery,  and  if  ho  does,  as  against  a 
third  party  who  got  ahead  of  him,  his  claim  would  be  good.  That 
is  as  you  understand  it? 

Commander  Wright.  But  he  is  not  protected  against  the  third 
party  until  he  does  get  discovery  unless  be  is  in  diligent  prosecution 
of  work. 

Mr.  Saker.  But  ho  can  protect  himself  against  a  third  party. 
The  Government  never  interferes  with  him  while  he  is  making  dis- 
covery, if  it  took  him  five  years  to  make  discovery.  His  claim  is 
valid,  isn't  it? 

Commander  Wright.  1  am  not  fully  acquainted  with  it,  but  I 
believe  that  is  the  general  ruling. 

The  Chairman.  Now,  gentlemen,  I  don't  think  we  should  make 
the  commander  pass  on  these  things. 

Now,  Comrrionder,  if  you  will  proceed.^ 

Commander  Wright.  I  think  that  is  in  the  general  remarks  all 
I  have  to  say.  I  would  like  to  make  just  one  or  two  short  remarks 
in  connection  with  the  bill.  I  will  do  my  best  to  touch  only  the 
points  which  affect  the  Navy,  the  manner  in  which  relief  might  be 
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demonstrnteil  valuable  mining  properties  with  numerous  oil-produdng  well? 
thereon,  and  that  through  tlie  efforts  and  expenditures  of  the  defemlanti 
♦  ♦  ♦  The  defendants  were  not  willful  looters  of  the  public  doumin  nor 
reckless  trespassers  thereon." 

Also,  in  the  McCutchen  case,  reported  in  238  Fed.  Rep.,  575,  it  was  hekj 
by  Judge  BleiKsoe  in  his  opinion  of  July  20,  1916 : 

"  *  •  *  There  can  be  no  valid  claim,  in  my  Judgment,  that  the  defemlnm? 
herein  were  in  any  sense  willful  trespassers.  Assuredly  there  Is  nothing  ia 
the  facts  developed  to  warrant  that  conclusion,  and  I  know  of  no  rule  of  law 
which  could  or  should  appeal  to  this  court  in  equity  which  would  have  tbe 
effect  of  so  adjudging  them." 

Also,  in  the  Devils  Den  and  Lost  Hills  cases,  reported  in  236  Fed.  Rep^9T3 
(although  the  question  of  measure  of  damages  was  not  there  involved),  JiuJ^ 
Bean  in  his  opinion  of  October  4,  191G,  said  of  the  acts  of  the  clefenilants : 

**  •  ♦  •  Tlie  defendants,  however,  acting  under  the  advice,  no  doubt  of 
learned  counsel,  have  in  good  faitli — ^at  least  with  no  apparent  lutentim  ef 
defrauding  the  Government — expended  large  sums  of  money  in  improviug  and 
developing  the  property." 

Monxjver,  as  a  prnctical  nmttor  In  making  thP5>e  agreements,  it  is  apparent 
that  the  measure  of  damages  must  be  determined  in  advance;  only  the  que$tu>Q 
of  title  and  consequent  damage  or  no  damage  is  left  to  litigiition.  and  tliore  is 
little  if  any  renson  why  one  operator  against  whom  proceedings  hnve  l»«o 
directed  should  be  treated  differently  from  another  on  mere  ex  parte  Infonuation. 
I  think  you  will  agree  with  me  that  it  would  be  entirely  impracticable  to  nrtenipt 
to  make  a  contract  to  impound  all  the  proceeds  subject  to  a  provision  that  later 
on,  after  the  hearing  is  lield,  this  department  should  then  presume  to  reniKa 
judgment  on  the  measure  and  the  amount  of  damage  which  the  defen<Iunf 
sliould  be  required  to  pay  in  case  the  title  is  held  to  be  in  the  Government  1 
have  souglit,  therefore,  to  get  for  the  Government  nnder  these  contrarts  the 
same  recompense  for  the  use  of  these  lands,  in  case  title  should  he  detennlnet 
to  be  in  tlie  Government,  that  the  Government  would  have  received  ns  tte 
owner,  in  effect  recompense  on  the  basis  of  an  innocent  trespass.  One-ei?litli 
Is  the  ordinary  commercial  royalty.  Bills  passed  by  both  Senate  and  Hoasc 
have  been  on  that  basis.  The  Government  lias  received  under  these  contraot? 
the  proportionate  advantage  orising  from  the  increased  price  of  oil ;  in  son» 
cases,  notwithstanding  the  operator  was  under  a  long-time  contract  to  «U  h'* 
oil  at  a  price  which  proved  to  be  much  lower  than  the  market,  we  have  never- 
theless insisted  on  one-eighth  of  the  market  for  the  Government's  portion.  1b 
this  connection  it  should  be  clearly  borne  in  mind  that  in  the  oil  business  nwre 
than  in  most  any  other,  the  cost  of  operation,  after  wells  are  down,  and  the 
cost  of  production,  are  two  widely  different  factors. 

As  to  the  protests  against  these  contracts  by  Mr.  Justice,  for  the  most  port  ne 
has  objected  to  any  agreement  at  all,  on  the  ground  that  an  adverse  report  h.% 
been  submitted  by  a  special  agent,  wherefore  a  receiver  should  be  nppoiutw 
instead  of  making  a  contract.  It  is  clear  that  the  law  was  passed  for  tlie  ex 
press  purpose  of  authorizing  me  to  make  contracts  in  cases  occupying  exact^ 
this  status,  and  as  I  have  indicated  in  a  previous  letter,  a  contrary  course  wW 
be  upon  my  part,  an  attempt  to  repeal  or  disregard  the  act  of  August  2.\19H 

Aside  from  the  matera  above  considered,  I  would  think  this  an  especially  un- 
fortunate time  to  cancel  these  agreements  or  impose  a  royalty  on  them  ni*oi\^ 
basis  of  all  the  yield  excepting  cost  of  operation,  when  tlie  production  in  Cali- 
fornia is  so  nmch  less  than  the  consumption,  and  the  reserves  are  being  (Ira^j^ 
upon  to  the  extent  of  so  many  thousand  barrels  per  day.  Such  a  policy  wuiu 
umloubtetUy  lead  to  a  restriction  of  output.  ,  ^  ,    ,         _,, .      _^hv 

So  far  as  I  am  personally  concerned,  I  should  be  glad  to  do  anything  possn* 
to  obviate  criticism  of  the  policy  followwl  by  your  department,  but  after  nK« 
thoughtful  consideration  I  am  so  thoroughly  convlncetl  that  the  course  we  aw 
following  in  this  matter  is  right,  and  the  public  Interest  concernetl  Is  so  lar^ 
that  I  am  unable  to  see  my  way  clear  to  comply  with  your  request  as  to  \^ 
general  policy  that  should  be  followed.  It  may  be  that  with  respect  to  particuu 
contracts  we  should  Increase  the  proportion  set  aside  to  satisfy  the  Government; 
claim,  hut  that  will  depend  upon  the  facts  In  each  specific  case,  to  >vhlch  w^ni 
give  close  attention. 

Cordially,  yours.  r  t.«^ 

FBA.NKIJ17  K.  LA5t 

The  lionorable  the  Attobney  Gekeual. 
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with  wildcat  locations.  At  the  present  time  you  can  not  a£fbrd  to 
use  casing  for  so  much  wildcatting,  and  I  believe  a  provision  should 
be  in  there  to  extend  the  period  of  the  permit  for  such  time  as  the 
Secretary  of  the  Interior— during  the  present  emergency — ^may  direct 
suspension  of  work. 

The  Chairman.  We  give  him  in  the  bill  absolute  discretion  about 
the  issuance  of  prospecting  permits,  I  think,  do  we  not?  That  is  my 
recollection. 

Commander  Wright.  Yes;  but  if  a  man  locates  a  place  where  he 
wants  to  prospect  now,  you  can  hardly  leave  him  up  m  the  air  as  to 
whether  he  is  going  to  get  it  or  not,  or  whether  somebody  else  shall 
come  along  and  jump  it. 

Mr.  Taylor.  They  won't  go  out  and  do  any  prospecting  if  it  is  un- 
certain. 

Commander  Wright.  No. 

Mr.  Taylor.  And,  furthermore,  if  you  are  going  to  block  it  all  pflp 
in  checkerboard  blocks — if  this  table  were  a  tract  of  2,560  acres,  and 
you  were  going  to  cut  it  open  in  40-acre  tracts  and  increase  the 
number  of  wells,  wouldn't  that  mean  10  or  50  times  as  much  draft 
on  materials  as  it  would  if  you  ^ave  a  man  a  good-sized  block  and 
let  him  systematically  develop  it  ? 

Commander  Wright.  Go  into  your  wildcat  territory  and  give  him 
one  big  block. 

Mr.  Taylor.  Big  enough  to  induce  him  to  go  out  there. 

Commander  Wright.  Yes.  Then  when  you  have  proven  the  field, 
you  have  an  entirely  different  condition. 

The  Chairman.  What  do  you  think  his  royalty  ought  to  be  on  a 
proven  field? 

Commander  Wright.  On  a  proven  field? 

The  Chairman.  On  such  leases  as  are  executed  by  the  Government 
independent  of  these  claimants. 

Commander  Wright.  In  proven  fields  independent  of  claimants,  I 
don't  see  how  you  can  definitely  fix  the  royalty. 

The  Chairman.  Do  you  think  there  ought  to  be  a  minimum? 

Commander  Wright.  Personally,  I  am  very  much  in  favor  of  the 
sliding-scale  royalty,  which  has  been  covered  by  a  few  of  the  oil  men. 

The  Chairman.  Are  you  acquainted  with  the  methods  they  pur- 
sued down  in  Oklahoma  in  leasing  Indian  lands  down  there? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Do  you  think  that  is  about  as  good  as  we  could  do? 

Commander  Wright.  In  general;  yes. 

The  Chairman.  To  determine  priorities? 

Commander  Wright.  But  there  are  some  of  the  lands  that  you  will 
g^et  here  which  will  become  proven  lands,  that  are  not  worth  one- 
sixth  the  royalty  that  you  are  getting  in  the  Osage. 

The  Chairman.  They  ai'e  getting  as  high  as  25  per  cent  royalty 
down  there  now,  and  a  bonus  on  top  of  that. 

Commander  Wright.  Yes;  but  conditioris  in  the  different  fields 
vary  so  much  that  you  would  have  to  prescribe  for  each  field,  any 
specific  field,  what  your  royalty  should  be. 

The  Chairman.  Now,  isn't  this  a  good  rule,  to  make  the  minimum 
one-eighth,  and  let  the  Secretary  use  his  discretion  in  going  as  much 
higher  than  that  as  the  facts  will  warrant  in  the  several  cases  and 
in  the  several  fields? 
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Commander  Wbiqht.  Yes,  sir. 

The  Chaibman.  Isn't  that  a  good  rule!  And  that  is  what  we  have 
in  this  bill. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  We  have  a  minimmn  of  one-eighth,  with  the 
power  in  the  Secretary  to  e&t  as  much  more  as  the  facts  will  war- 
rant— ^as  the  case  will  justify. 

Commander  Wright.  Yes.  I  do  not  believe  the  field  that  is  not 
worth  one-eighth  royalty  is  a  field  which  will  attract  work  anyhow. 

The  Chairman.  So  if  the  field  is  small  and  expensive  to  operate, 
the  royalty  would  probably  be  about  one-eighth,  but  if  it  was  a  very 
rich  field  and  the  profits  were  great,  if  it  was  gusher  territory,  the 
rights  of  the  public  and  the  general  welfare  would  demand  that  he 
should  get  more  than  one-eighth? 

Commander  Wright.  Yes,  sir;  very  much. 

The  Chairman.  Is  there  any  way  to  get  away  from  writing  it 
almost,  as  we  have  written  it  here,  with  a  minimum  of  one-eighth  and 
discretion  of  the  Secretary  above  that? 

Commander  Wright.  I  do  not  think  so. 

The  Chairman.  Especially  as  to  proven  territory? 

Commander  Wright.  Yes. 

The  Chairman.  Now,  as  to  the  wildcat  territory,  it  is  your  thought 
that  it  ought  to  be  as  definite  as  possible,  so  that  the  wilHcatcr  would 
know  precisely  what  he  is  going  to  get? 

Commander  Wright.  I  think  that  is  very  necessary.  I  think  that 
has  been  brought  out  by  the  oil  men  here. 

The  Chairman.  Now,  as  to  these  claimants,  so  called,  where  they 
have  some  prior  rights,  should  the  rule  be  the  same  for  them  as  it  is 
for  proven  territory  free  from  any  claim  ?  Has  the  return  they  have 
received  from  those  wells  been  sufficient  to  put  them  on  the  same  basis 
as  the  others?  What  would  be  your  judgment  about  that?  Do  I 
make  myself  clear? 

Commander  Wright.  Yes,  sir.  Some  of  them  have  not  gotten  re- 
turns from  their  wells  that  would  cover  their  expenses.  Others  have 
gotten  way  in  excess  of  it. 

The  Chairman.  Now,  if  we  made  the  royalty  a  minimum  of  one- 
eighth  for  the  oil  taken  out  in  the  future,  and  a  fixed  one-eighth  of 
the  oil  taken  out  in  the  past;  and  leave  discretion  in  the  Secretaiy 
to  determine  what  the  royalty  shall  be  beyond  the  eighth  for  oil 
that  is  to  be  taken  out  in  the  future,  would'nt  that  be  about  as  near  as 
we  could  do  that? 

Commander  Wright.  That  would  be  my  personal  idea  of  what  it 
should  be,  as  far  as  the  future  is  concerned. 

The  Chairman.  Of  course  the  oil  men  are  all  insisting  that  we  fix 
a  maximum  royalty  beyond  which  the  Secretary  could  not  go.  Then, 
if  it  is  developed  that  on  a  very  small  tract,  on  a  very  small  exj^endi- 
ture,  the  returns  had  been  abnormal,  Congress  would  be  criticized 
that  it  had  tied  the  Secretary's  hands  and  left  him  without  ability 
to  get  what  he  should  get.    Isn't  that  true  ? 

Commander  Wright.  Yes;  I  believe  it  would  probably  be  the 
best  thing  for  the  committee  to  consider  what  has  been  returned  in 
the  past  and  to  fix  a  royalty  and  a  sliding  scale  royalty  in  the 
futura 
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Mr.  Baker.  As  I  understand  it,  and  as  I  think  it  is  your  under- 
standing, there  will  be  no  permits  on  this  proven  territory? 

Commander  Wright.  Yes,  sir. 

Mr.  Raker.  And  your  answers  to  the  chairman  in  regard  to  the 
royalty  and  the  ascending  scale  as  it  applies  to  Oklahoma  relates 
solely  to  proven  territory? 

Commander  Wright.  Proven-territory  leases. 

Mr.  Saker.  Now  did  you  state  to  the  chairman  your  idea  as  to  the 
royalty  in  unproven  territory?  Your  statement  did  not  apply  to 
that  at  all? 

Commander  Wright.  I  made  a  statement  before  that  I  believed 
there  should  be  a  fixed  royalty — that  the  bill  should  provide  dis- 
tinctly for  a  fixed  royalty  on  wildcat  territory;  either  a  fixed 
royalty  or  that  the  Secretary  of  the  Interior  should  prescribe  the 
royalty  before  the  permit  is  given  out;  that  they  should  know  exactly 
what  they  are  going  to  do  before  they  start. 

The  Chairman.  Now,  Commander^  you  are  acquainted,  of  course, 
and  familiar  with  our  relief  provision  in  section  12,  page  12,  are 
you  not? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Wherein  it  provides  that  if  within  six  months 
these  applicants  for  patent  come  in  and  relinquish  their  claim  to 
patents,  and  take  a  lease,  which  provides  that  they  shall  pay  as 
much  as  an  eighth  or  as  much  more^  as  the  secretary  may  provide. 
What  harm  can  there  be  to  a  provision  of  that  sort,  outside  of  the 
naval  reserves,  in  your  opinion? 

Commander  Wright.  Of  course  outside  of  the  naval  reserve  is 
a  thing  we  are  not  directly  concerned  in.  I  speak  only  for  myself 
there.  My  idea  would  be  to  give  outside  the  reserve — to  fix  a  fixed 
royalty  for  what  has  been  taken  out  in  the  past,  or  for  the  wells  which 
they  now  have,  whichever  you  may  consider  advisable;  then  to 
give  them,  the  people  on  the  land,  if  you  want  to  limit  the  acreage, 
the  preferential  right  to  lease  at  such  royalty  as  the  Secretary  of  the 
Interior  may  determine  to  be  just  for  that  location. 

The  Chairman.  Which  will  be  an  eighth  or  more  than  an  eighth? 

Commander  Wright.  An  eighth  or  more. 

The  Chairman.  Now,  in  the  event  that  there  were  no  claimants 
for  this  proven  land;  in  the  event  that  there  was  no  oil  on  the 
naval  reserve  of  any  sort,  and  this  was  virgin  territoiy  which  the 
geologists  had  discovered,  belonging  to  the  United  States,  unen- 
cumbered by  any  claim  or  any  complication,  what  would  you  do  with 
that  land  if  you  were  administrator  of  that  land? 

Commander  Wright.  If  I  had  this  public  land,  I  would  do  exactly 
what  you  are  doing  with  the  Indian  lands. 

The  Chairman.  Lease  it  and  get  a  royalty? 

Commander  Wright.  Yes,  sir.  I  would  handle  it  exactly  as  the 
Indian  lands  are  being  handled;  give  your  prospecting  permit  or 
your  scattered  leases,  as  the  Indian  people  are  doing,  to  determine  the 
character  of  your  territory. 

The  Chairman.  We  have  no  prospecting  permits  down  there. 

Commander  Wright.  Well,  it  amounts  to  that. 

The  Chairman.  They  block  out  an  area. 

Commander  Wright.  You  block  out  here  and  there  on  your  Osage 
Keservation  what  amounts  to  prospecting  permits  to  160  acres.    That 
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account.  We  cnrefully  considered  the  purpose  of  the  legislation  and  (y 
debates  and  reports  in  Congress.  It  appeared  that  the  reason  the  act  vi< 
pnsse<l  was  because  the  operators  found  they  could  not  dispose  of  their  prodc' 
in  the  face  of  probable  claims  by  the  Government  for  damages  without  pnttiri: 
up  security  for  the  entire  value  of  the  product,  which  practice  was  evitolj 
ruinous  to  the  operators;  manifestly  the  act  would  be  of  little  advantasee 
anybofly  if  the  full  amount  of  the  proceeds  had  to  be  impounded,  for  tb> 
operator  could  do  that  without  ony  legislation. 

Reference  to  the  reports  and  debates  in  CJongress  showed  very  clearly  vh: 
the  understanding  was  when  the  act  was  passed.  While  the  bill  was  i^sfseJ 
by  the  Senate  without  debate  or  amendment,  it  was  the  subject  of  a  len^lj 
report  by  the  House  CJommlttee  on  the  Public  Lands,  in  which  it  was  staiel; 

"  The  actual  methml  of  working  is  thought  to  be  that  the  Secretary  wl 
retain  a  sufficient  portion  of  the  proceetls  of  the  oil  to  indemnify  the  Gorm.- 
ment  in  the  event  the  title  will  finally  be  held  to  be  adverse  to  the  clalDfirf!s. 
80  that  untold  hardslifps  may  not  follow.  Some  of  the  men  developing  in  tbt> 
California  region  have  almost  been  driven  to  bankruptcy." 

In  the  debate  on  the  floor  of  the  House,  August  3,  1914  (Cong.  Rec.,  pp.  133}1 
13202),  the  question  as  to  whether  the  bill  contemplated  the  impounding  of  ali 
proceeds  from  these  claims  over  the  cost  of  operation  or  only  of  such  a  pmjx>r- 
tion  as  would  equal  a  good  royalty  was  squarely  raised  and  discussed,  a< 
indicated  by  the  following : 

"  Mr.  MoNDELL.  Mr.  Speaker,  I  shall  not  offer  an  amendment,  and  I  shal. 
not  oppose  the  committee  member,  and  yet  I  regret  the  bill  is  not  iu  a  sonR- 
what  different  form.  I  have  no  very  clear  idea,  and  I  doubt  if  the  members  -f 
the  committer,  all  bf  them,  have  a  very  clear  notion,  what  the  Secretary  of  th? 
Interior  would  do  under  the  bill  in  the  matter  of  impounding  the  product  ••? 
wells  or  the  receipts  from  such  products.  What  seems  to  me  he  ought  to  do  i? 
to  impound  such  a  proportion  of  the  receipts  from  these  \«el]s  as  wouUl  equal 
a  good  royalty  and  retain  that  in  event  final  decision  as  to  title  is  agiiinsttbe 
claimant.  What  I  fear  is  that  the  Secretary  Of  the  Interior  might  feel  that 
under  the  language  of  the  bill,  he  was  authorl2sed  and  that  it  was  his  duty  ti> 
impound  the  entire  receipts. 

Mr.  Raker.  Will  the  gentleman  yield  right  there? 

Mr.  MoNDELL.  In  Just  a  moment.  And  in  case  of  an  adverse  decision,  to 
retain  the  entire  receipts,  which  in  the  case  of  extensive  wells  would  ineM 
bankruptcy  to  the  claimant.  Now,  I  hope  the  Secretary  does  not  write  that 
kind  of  an  interpretation  into  the  legislation,  and  I  would  like  to  hare  tbe 
view  of  the  gentleman  from  Colorado  [Mr.  Raker]  on  that  point. 

"  Mr.  Rakkr.  Why,  the  matter  was  thrashed  out  thoroughly  before  the  coia- 
mittee.  The  officers  of  the  Secretary  of  the  Interior  were  present,  and  fn^si 
the  statement  of  the  gentlemen  from  California  who  were  here  when  Uk 
legislation  was  under  consideration,  It  was  understood  that  the  condition  was 
such  that  these  men  could  not  now  sell  their  oil,  because 

"Mr.  MoNDELL.  I  understand  those  conditions. 

"  Mr.  Rakeb.  But  on  that  very  proposition,  and  that  the  Secretary  of  the 
Interior,  under  this  bill,  would  retain  what  would  be  a  fair  royalty  in  propor- 
tion to  the  amount  of  money  that  had  been  expended,  and  holding  that  until 
a  final  determination  was  made.  Then,  if  the  Government  wins,  it  takes  thsr 
proportion  of  the  oil,  and  it  goes  into  that  fund,  and  if  it  is  not  in  these  tff<> 
reserves  goes  into  the  fund  provided  for  by  law. 

"  Mr.  MoNDELL.  This  is  an  important  matter,  and  I  will  say  to  my  frien'^ 
from  California  that  two  different  people  have  written  me  in  regard  to  it, 
asking  me  the  same  question — as  to  what  portion  of  the  receipts  the  Secretary 
is  to  impound.  So  the  doubt  does  arise  in  the  mind  of  one  reading  the  W'^ 
whether  it  was  anticipated  under  any  circumstances  that  the  Secretory  ccaW 
impound  the  entire  receipts  of  a  well  and  hold  them,  providing  the  case  ^a* 
against  the  en  try  man.    That  would  be  a  gross  Injustice. 

"  Mr.  Raker.  It  was  intended  that  he  could  not  do  it. 

"  Mr.  Ferris.  I  think  there  is  no  question  he  has  the  power  to  do  it,  ^^  ^ 
think  there  is  no  question  but  that  he  ought  to  have  the  power  to  do  It,  but  I  ^^ 
not  think  he  has  any  Intention  of  doing  it. 

"  Mr.  MoNDELL.  Then  you  think  he  could  retain  the  entire  surplus? 

"  Mr.  Ferris.  I  do  not  think  there  is  any  question  about  it ;  and,  even  so  •' 
would  be  better  than  it  is  now.  The  gentleman  was  the  chairman  of  the  c^ 
mittee,  and  knows  about  these  things,  and  I  think  the  Judgment  of  the  oon'roi^ 
sioner  ought  to  be  considered  sufficient,  and  it  read  to  me  as  if  it  were  sufficient 
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Commander  Wright.  If  I  were  doing  it  I  would  put  it  right  in 
this  bill. 

The  Chairman.  What  would  you  put  in  there?  Would  you  put 
in  a  proviso  providing  for  taking  over  those  or  the  condemnation 
of  those! 

Commander  Wright.  Providing  that  this  shall  form  a  basis  for 
compromise  and  appropriating— 3  don't  know  whether  this  com- 
mittee can  or  not — appropriating  such  sums  that  might  be  neces- 
sary, as  the  President  might  determine  to  be  necessary,  for  paying 
the  claimants. 

The  Chairman.  And  you  are,  of  course,  not  a  lawyer  and  of  course 
not  a  legislator,  and  we  do  not  want  to  ask  you  any  question  that 
will  embarrass  you  at  all.  What  I  am  trying  to  get  at  is :  We  are 
trying  to  arrive  at  the  duty  of  the  committee,  and  I  want  your  views 
to  help  us  in  that.  Your  thought  is  now  that  either,  first,  eliminate 
them  all  together  and  let  the  bill  take  its  chances  in  another  com- 
mittee.   That  is  No.  1. 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Or,  second,  your  thought  is  to  pass  this  depart- 
mental amendment,  at  least  so  far  as  the  naval  reserve  is  concerned, 
which  will  allow  them  to  go  on  pumping  the  present  wells,  but  will 
not  permit  them  to  drUl  any  more? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  That  is  No.  2. 

Now,  No.  3  is  to  put  in  a  provision  authorizing  the  President  or 
some  tribunal  to  adjust  and  pay  for  and  take  over  these  wells;  is 
that  it? 

Commander  Wright.  Yes,  sir;  on  the  basis  of  equity  that  you  have 
determined. 

Mr.  Ei^TON.  Mr.  Chairman,  this  is  a  little  at  variance,  then,  with 
what  the  commander  stated  his  proposition  was  Saturday  afternoon. 
I  understood  that  the  third  alternative  then  was  this — ^you  did  not 
express  them  in  the  same  way,  but  the  idea  was  given — ^your  third 
proposition  was  to  give  the  same  measure  of  relief,  the  same  amount 
of  relief  to  those  inside  the  reserves  and  outside  the  reserves. 

The  Chairman.  But  to  do  it  in  dollars  instead  of  oil. 

Mr.  Elston.  No;  to  do  it  in  the  same  measure  of  relief  exactly; 
because,  as  you  have  stated  before,  they  are  on  the  same  basis  of 
equity;  but  to  add  a  provision  as  to  those  inside  the  reserves  that 
the  measure  of  relief  given  there,  the  statement  of  their  rights — 
which  is  absolutely  certain  and  on  the  same  measure  and  exactly  the 
same  basis  given  on  the  outside  of  the  reserve — should  be  an  adjudi- 
cation, so  far  as  this  conmiittee  has  the  power,  of  those  exact  rights 
and  properties,  adding,  however,  a  clause  that  adds  to  those  inside 
the  reserves,  this  right  should  not  be  used  in  the  way  of  drilling, 
but  should  be  suspended  until  they  are  bought  under  the  terms 
of  the  condemnation  bill,  eliminating  the  President's  rights  to  make 
any  statements  of  what  those  rights  are. 

The  Chairman.  Your  statement  is  not  at  variance  with  mine.  ^ 

Mr.  Elston.  Then  you  bring  the  president  in  it  in  a  way  that  indi- 
cates  

The  Chairman.  I  said  "  some  other  tribunal." 
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defeated  the  spirit  and  purpose  of  that  law  and  the  object  of  it 
and  the  only  purpose  on  earth  we  had  in  passing  it ;  is  not  tha: 
correct  ? 

Mr.  Tallhan.  They  would  have  been  in  the  same  position  under 
the  contract  as  they  were  before. 

Mr.  Church.  Then  the  law  would  have  brought  no  relief  to  tk 
people  it  was  sought  to  relieve? 

Mr.  Tallman.  Absohitcly  none. 

I  have  here  another  letter  from  the  Attorney  General  in  respoi^ 
to  the  letter  I  have  just  read  which  I  think  probably  should  go  i£ 
the  record  at  this  point  to  make  it  complete. 

(The  letter  referred  to  follows:) 

Skptvubeb  3, 191T. 

Af Y  Deab  Mr.  Sbcketary  :  I  have  to  respond  to  your  letter  of  July  25,  in  reply 
to  mine  of  July  14,  1917,  with  reference  to  the  operating  agreements  enteral 
fnto  by  you  with  applicants  for  patents  under  the  act  of  August  25,  1914  (3S 
Stat,  708). 

You  read  this  statute  as  one  for  the  relief  of  "Innocent "  trespassers.  If 
this  were  correct,  there  would  still  be  no  Justification  for  deciding  in  ndvaiKY 
that  applicants  charged  by  your  special  agents  with  fraud  nnd  unlawful  entr? 
are  innocent.  But  I  find  nothing  in  the  stntute  or  In  any  circumstance  attend- 
ing its  enactment  to  warrant  such  interpretation.  It  authorizes  opemtlnf 
agreements  for  "the  disposition  of  the  oil  or  gas  produced"  from  wells  on 
withdrawn  lands  embraced  in  "  applications  for  patents,"  to  be  made  by  yna 
with  "  such  applicants  "  and  "  pending  final  determination  of  the  title."  The 
authority  to  decide  these  applications  is  committed  to  your  jurisdiction ;  bix^ 
your  decision  depends  the  title  as  between  the  applicant  and  the  Government: 
and  any  agreement  which  fails  to  conserve  the  property  x>endlng  such  deter- 
mination is,  according  to  my  understanding,  foreign  to  the  language  and  par- 
pose  of  the  stntute. 

The  impracticability  of  your  providing  a  measure  of  damages  to  which  an 
unsuccessful  applicant  should  respond  as  a  trespasser  is  admitted.  Not  only 
is  such  a  provision  impracticable,  it  Is  impossible,  and  such  impossibility  re- 
sults from  your  want  of  authority  over  that  subject.  In  the  case  of  a  sucee?^ 
fill  applcant  no  question  of  damages  can  arise.  In  the  case  of  a  trespasser,  any 
damages  suffered  by  the  Government  which  are  not  compensated  for  by  the  net 
proceeds  of  production  pending  your  determination  Is  a  matter  for  the  proper 
attention  of  the  courts. 

In  support  of  your  interpretation  of  the  statute  you  refer  to  statement? 
made  in  debate  when  the  bill  was  under  consideration  In  the  House.  "  In  con- 
struing an  act  of  Congress  we  are  not  at  liberty  to  recur  to  the  views  of  Imli- 
vidiial  Members  In  debate."  (United  States  r.  Union  Pacific  R,  R.  CJo.,  91  U.  S- 
72,  79.)  "  Debates  In  Congress  are  not  appropriate  sources  of  Information  from 
which  to  discover  the  meaning  of  the  language  of  a  statute  pa5;sed  by  that 
body."  (United  States  v.  Freight  Association,  166  U.  S.,  290,  318,  ami  ca?^ 
cited.)  "It  Is  not  permissible  to  go  beyond  th€f  reports  of  the  committees.** 
(Laplna  v.  Williams,  232  U.  S.,  78,  90,  and  cases  cited.)  "  Such  reports  may  be 
resorted  to  as  an  aid  In  cases  of  doubtful  Interpretation."  (Camlnetti  r. 
United  States,  242  U.  S.,  470,  490,  and  cases  cited.)  However,  the  debates  t<^ 
which  you  refer  show  no  more  In  support  of  your  position  than  an  expression 
of  apprehension  by  one  gentleman  that  the  Secretary  of  the  Interior  mi^.t 
consider  it  his  duty  to  "  impound  the  entire  receipts,"  and  a  statement  by  one 
or  two  others  of  their  understanding  that  the  Secretary  did  not  intend  to  do 
that,  though  he  would  have  and  ought  to  have  the  power  to  do  it,  but  thnt 
he  Intended  to  Impound  "  a  fair  royalty."  This  Is  very  far  from  Indicating 
the  understanding  of  0)ngres8,  contrary  to  the  plain  language  of  the  bill.  a> 
I  rend  it,  that  It  was  authorizing  the  Secretary  to  turn  over  to  trespassers  seven- 
eighths  of  the  fruits  of  their  trespasses.    (See  sec.  11  of  the  agreements.) 

The  purpose  and  effect  of  the  bill  Is  very  clearly  stated  In  the  report  of  the 
House  Committee  on  the  Public  Lands,  which  accompanied  it,  as  follows  (R^t 
No.  814,  63d  Cong.,  2d  sess.)  : 

"  The  object  of  this  bill  is  to  enable  persons  who  have  made  nppllcationa  for 
patents  for  land  on  which  oil  has  been  discovered  to  make  arrangements  witib 
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far  as  it  is  practical  to  do  it,  you  want  to  preserve  in  the  natural  basin 
the  oil  that  is  there  for  the  supply  of  the  Navy  ? 

Commander  Wright.  Yes. 

Mr.  Elston.  What  I  wanted  to  get  was  that  he  wanted  to  express 
all  the  rights  the  same  in  the  preliminary  way  and  then  merely  say 
as  to  these  rights  given  hereinbefore,  within  the  naval  reserve  they 
shall  be  suspended  until  the  Government  buys  and  jjays  for  them. 

The  Chairman.  Now,  of  these  three  ways,  which  is  preferable 
from  a  governmental  standpoint,  from  a  Navy  Department  stand- 
point? 

Commander  Wright.  I  have  never  taken  this  up  with  the  Secre- 
tary. My  personal  idea  would  be  the  last  one.  Then  you  do  not 
have  to  fight  out  your  so-called  equities  again. 

The  Chairman.  If  you  can  you  would  like  to  have  something 
hooked  onto  this  bill  that  would  adjudicate  that  thing  and  have  an 
end  of  it. 

Commander  Wright.  T  want  to  do  anything  I  can  to  adjudicate 
it — to  look  out  both  for  the  interests  of  the  Government  and  of  the 
people.    The  quicker  you  get  it  out  of  the  way  the  better. 

Mr.  Tatlor.  The  Government  has  not  got  any  $10,000,000,000 
to  pay  for  this  oil  in  the  United  States. 

The  Chairman.  It  does  not  cost  any  $10,000,000,000.  The  esti- 
mates rim  less  than  $50,000,000. 

Mr.  Taylor.  That  is  not  the  estimate  of  the  owners.  When  you 
have  to  prove  up  the  owners  and  litigate  the  thing  for  10  years, 
where  are  you  going  to  be? 

Commander  Wright.  That  is,  considering  that  everybody  in  there 
has  an  absolutely  clear  title  to  everything. 

Mr.  Mays.  Would  you  buy  the  Southern  Pacific's  oil  that  same 
way,  Commander? 

Commander  Wright.  You  do  not  have  to  touch  that  in  this  bill. 
That  is  a  different  proposition.  That  bill  will  not  touch  the  Southern 
Pacific. 

The  Chairman.  That  has  been  won  against  them,  hasn't  it? 

Commander  Wright.  One  case,  in  Eeserve  No.  1.  The  Southern 
Pacific  doesn't  want  to  appear  in  this  legislation. 

The  Chairman.  That  is  being  litigated  absolutely  independently. 

Commander  Wright.  Yes;  that  has  absolutely  nothing  to  do  with 
this  bill. 

Mr.  Mays.  Neither  the  Standard  Oil  Co.  nor  the  Southern  Pacific 
or  any  other  big  company  is  asking  for  this  or  any  other  oil  legisla- 
tion, are  they? 

Commander  Wright.  The  Southern  Pacific  is  not  asking  for  any- 
thing in  the  way  of  legislation. 

Mr.  Taylor.  The  Standard  Oil  is  not  here,  is  it? 

Commander  Wright.  I  am  not  in  a  position  to  know  who  is  back 
of  the  different  propositions. 

Mr.  Taylor.  You  do  not  have  any  knowledge  of  the  fact  that  the 
big  companies — that  there  has  been  a  hue  and  cry  about  this  legis- 
lation being  in  the  interests  of  those  companies;  that  they  are  askmg 
for  it  or  boosting  it,  or  that  anyone  is  appearing  here  in  their  behalf 
for  that  kind  of  legislation,  have  you? 

Commander  Wright.  I  don't  know  who  is  boosting  it.  T  do  know 
who  is  going  to  profit  most  by  it. 
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in  recaivershlp  proceedings  In  slmllnr  rases,  nnd  It  la  the  only  rule  that  ntttm'i 
fair  protection  to  both  parties.  The  committee  evidently  lind  this  In  imoi! 
when  it  showed  the  perfect  analogy  of  the  pr()i)ose<l  oiieratiug  agreeiiien>  : 
the  existing  receiverships  by  its  statement  that  the  bill  "  does  not  part  ^it: 
title  to  a  foot  of  land  or  to  any  oil  or  gas  of  the  United  States,  but  merdT 
authorizes  a  continuance  of  operations  to  prevent  waste,"  etc.    • 

The  opinion  of  Senator  Pittman,  who  introduced  the  bill  in  the  Senate:  d/ 
given  in  debate  but  for  the  benefit  of  the  Public  Lands  Committee  of  the  Sen- 
ate, on  June  15,  1917.  at  a  hearing  on  S.  45,  has  heretofora  been  referred  t: 
and  will  bear  repetition.    He  said  (p.  107)  : 

"I  think,  as  a  temporary  expedient,  that  It  serves  exactly  the  purpose  of  c 
receiver,  that  pending  the  determination  of  title  as  to  whether  the  GovemDiect 
owns  It  or  the  claimant  owns  it,  that  it  shall  be  operated  as  it  would  be  uDde: 
a  receiver." 

You  offer  to  join  with  me  in  submitting  the  entire  matter  to  the  Public  Lan»i 
CJomniittee  for  such  action  as  they  may  see  fit  to  take.  For  my  part,  I  nm  dis- 
posed to  stand  on  my  own  opinion  of  what  Congress  intended,  as  expresserl  '•' 
this  and  previous  letters  dated  June  2  and  July  14.  1917.  The  respoa«iMlitf 
for  the  faithful  administration  of  the  act  of  August  25,  1914,  is  yours,  not  oun?. 
and  you  are  not  bound  by  my  opinion.  Not  having  been  asked,  my  opiK>- 
should  not  have  been  olTered  but  for  the  embarrassment  I  encounteml  In  tb* 
discharge  of  my  duty  In  the  receivership  oases  owing  to  the  diflferent  nle 
adopted  by  you  In  the  analogous  operating  agreements.  I  am  willing,  of  course, 
that  you  should  make  use  of  my  opinion  in  connection  with  any  recomroenu- 
tlons  you  may  see  fit  to  make  to  the  committee  of  Congress,  if  you  so  desin?. 
Very  sincerely,  yours. 


Attorney  General 
Hon.  Franklin  K.  Lane, 

Secretary  of  the  Interior. 

The  Chairman.  Now,  Mr.  Tallman,  the  thing:  I  ani  interested  iu 
having  cleared  up  is  this :  Here  are  special  agents  of  your  department 
who  go  out  and  make  investigations  for  you.  They  are  j-our  eyes,  so 
to  speak,  in  the  field.  Now,  if  they  come  in  and  make  charges  of 
fraud  against  these  entries — fraud  in  its  usual  acceptation — ^was  Tour 
department  in  all  things  prudent  in  turning  over  to  these  so-called 
fraudulent  people  seven-eighths  of  the  fruits  of  their  fraud  and  if 
not,  distinguish  those  claimants  from  the  ordinary  cases  of  fniui 
as  we  understand  it?  I  think  there  is  a  distinction,  and  I  think  it 
ought  to  be  made  here. 

Mr.  Tallman.  I  think,  Mr.  Chairman,  that  in  these  case^^  ^f 
should  do  just  as  we  did  do.  These  contracts  are  merely  temporarj 
in  character  for  a  specific  purpose  authorized  by  Congress.  Of 
course,  there  is  a  very  wide  distinction  between  the  character  of  fraiil 
you  have  described  and  the  situation  existing  in  these  cases,  where 
the  fraud,  if  such  it  may  be  called,  is  rather  a  mere  defect  in  title,  re- 
sulting from  a  mistaken  understanding  of  the  law,  and  where  there 
is  no  affirmative  willful  attempt  to  deprive  the  Government  of  it? 
property  by  unlawful  means.  We  are  well  aware  of  the  general  char 
acter  of  all  of  these  cases,  and  there  was  no  occasion  to  make  a  dis- 
tinction between  them  and  thereby  attempt  to  prejudge  any  of  them. 

The  Chair^ian.  Do  you  make  no  distinction,  as  the " Secretary 
sought  to  do  in  his  letter,  between  an  innocent  and  a  misunderstood 
trespass,  and  a  willful,  vicious  trespass? 

Mr.  Tallman.  A  very  great  one;  but  these  are  all  of  the  former 
class  so  far  as  I  have  been  able  to  find. 

The  Chairman,  That  is  exactly  what  I  am  interested  in. 

Mr.  Tallman.  We  have  other  cases,  Mr.  Chairman,  of  people  who 
have  tried  to  get  coal  lands  by  fraud,  and  various  other  cases  of 
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Commander  Wbight.  Subject  to  condemnation  and  to  the  litiga- 
tion that  is  going  on.  Every  acre  of  that  Southern  Pacific  land  in  the 
reserve  is  in  litigation. 

The  Chairman.  If  the  Government  wins  this  suit,  they  won't  have 
any  rights  to  condemn,  will  tliey? 

Commander  Wright.  No. 

The  Chairman.  Then  the  lands  will  be  subject  to  lease  under  this 
bill,  won't  they  ? 

Conmiander  Wright.  That  is,  Southern  Pacific  lands  outside  of 
the  reserve. 

Mr.  Eakrr.  That  litigation  has  only  been  in  its  infancy;  it  is  now. 
It  has  got  to  go  to  the  Court  of  Appeals  and  the  Supreme  Court,  and 
it  may  be  10  years  yet  before  it  is  disposed  of;  1  was  asking  you 
what  you  are  going  to  do  with  that  land  in  the  meantime. 

Commander  Wright.  What  we  are  asking  for  now  is  condemna- 
tion. 

Mr.  Raker.  You  are  asking  for  condemnation  on  the  Southern 
Pacific  land? 

Commander  Wright.  Yes,  sir;  that  is  all  included  in  that. 

Mr.  Baker.  That  is  in  the  Swanson  bill? 

Commander  Wright.  Yes,  sir. 

Mr.  Raker.  Supposing  that  the  Swanson  bill  does  not  become 
effective  and  this  other  arrangement  is  made,  what  are  you  figuring 
on  doing  in  the  meantime,  until  you  adjudicate  the  Southern  Pacific 
Co.'s  rights  as  to  that  land  and  the  wells  on  the  land  ? 

Commander  Wright.  Just  what  is  going  on  now.  They  are  drill- 
ing defensive  wells  inside  the  reserve,  and  outside  of  the  naval  re- 
serve they  are  going  ahead  with  intensive  development. 

Mr;  Raker.  I  am  talking  about  this  Naval  Reserve  No.  2. 

Commander  Wright.  That  is  what  I  say;  within  Naval  Reserve 
No.  2  the  Southern  Pacific  are  drilling  defensive  wells. 

Mr.  Raker.  They  are  drilling  defensively  and  pumping  offensively 
all  the  oil  thev  can  get  out  of  the  wells  they  have  got  there,  aren't 
they? 

Commander  Wright.  Well,  the  Southern  Pacific  is  a  big  enough 
company  so  we  haven't  any  question  of  getting  the  money. 

Mr.  Raker.  I  know  they  are  big  enough.  I  understand  that;  but 
I  am  asking  what  the  Navy  Department  is  figuring  on  doing  with 
that  land  pending  the'  liti&raticn. 

Commander  Wright.  The  Navy  Department  can  not  do  anything 
with  that  land  pending  litigation. 

Mr.  Raker.  What  is  your  theory  of  what  should  be  done?  You 
are  not  getting  the  oil. 

Commander  Wright.  The  wells  are  being  pumped  now. 

The  Chairman.  Under  order  of  court. 

Commander  Wright.  Well,  not  directly  under  order  of  court. 
There  is  a  gentleman's  agreement,  as  Mr.  McLaughlin  said,  between 
the  attorneys  in  the  case  as  to  what  they  shall  do. 

Mr.  Raker.  There  is  no  receivership? 

Commander  Wright.  No. 

The  Chairman.  There  is  a  record  agreement  there  in  this  record, 
put  in  here  by  Mr.  McLaughlin  or  somebody,  to  the  effect  that  they 
will  not  drill  any  more  wells  except  defensive  wells. 

47476—18 73 
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Mr.  Tallman.  Evidently  I  have  failed  to  make  myself  clear.  M: 
Chairman.  I  did  not  consider  it  advisable  to  make  any  distinctio: 
between  these  cases  I  have  described  for  purposes  of  these  temporary 
contracts.  I  do  not  say  or  intend  to  say  that  I  would  not  mab 
any  distinction  in  any  case. 

Mr.  Taylor.  But,  Mr.  Chairman,  do  yon  not  make  a  distincti<* 
between  the  report  of  an  agent  who  is  sent  out  to  hunt  up  some  tech 
nical  ground  upon  which  to  contest  or  defeat  a  claim 

The  Chairman  (interposing).  One  minute,  Mr.  Taylor. 

Mr.  Taylor  (continuing).  And  a  highwayman? 

The  Chairman.  Your  question  assumes  a  lot  of  things  yon  ougli 
not  to  assume. 

Mr.  Taylor.  No  :  I  do  not  think  so. 

The  Chairman.  Here  are  men  appointed  by  the  Interior  Depart- 
ment— ^sent  out  by  the  Interior  Department— who  owe  their  alle- 
giance to  the  Interior  Department— — 

Mr.  Taylor  (interposing).  But  we  have  been  up  against  those  fel- 
lows for  20  years.    I  know  who  they  are. 

The  Chairman.  We  ought  not  to  argue  this  question  here,  gen- 
tlemen. 

Mr.  Mays.  Did  not  the  Attorney  General  disclaim  any  intention 
of  making  a  charge  that  these  people  were  willful  trespassers? 

Mr.  Tatlor.  The  commissioner  has  said  that  there  were  none  of 
those  willful,  vicious  cases  at  all.  It  is  a  technical  question  as  to 
whether  they  have  violated  the  law  or  not.  They  may  be  guilty  of  a 
technical  fraud,  but  it  is  an  innocent  trespass.  And  it  is  not  an 
actual  fraud,  in  the  usual  acceptation  of  that  word — especially  the 
best  lawyers  in  the  West  and  three  members  of  the  United  State? 
Supreme  Court  hold  that  there  was  no  fraud  or  any  wrong  what- 
ever in  what  is  charged  as  fraud.    I  refer  to  the  Midwest  case. 

The  Chairman.  That  is  precisely  what  I  am  trying  to  develop. 
and  what  I  believe,  but  I  do  not  think  I  am  developinja^  it. 

Mr.  Finney.  If  I  may  be  pardoned  for  the  interruption,  I  think 
Mr.  Chairman,  there  is  possibly  one  point  which  has  not  been  clearly 
brought  out  here.  In  the  coal  law,  as  suggested  by  the  commis- 
sioner. Congress  has  put  a  limit  on  the  acreage  to  be  acquired  by  a 
single  individual  of  160  acres.  Now  attempts  have  been  made  in 
numerous  cases  by  companies  and  others  to  acquire  a  large  acrease 
That  is  a  fraud,  and  that  is  an  absolute  violation  of  the  law  of  Con- 
gress. The  same  is  true  of  the  timber  law,  which  contains  a  specific 
limitation  as  to  who  may  buy  and  how  much,  which  contains  » 
specific  limitation  upon  how  much  timber  may  be  bought.  Xo^, 
that  is  not  the  case  in  the  mining  law.  There  is  no  limitation  on  the 
number  of  locations  that  may  Be  made  by  a  qualified  citizen  or  a 
qualified  corporation.  There  is  no  requirement  in  the  mining  la» 
that  a  man  shall  come  up  within  a  certain  time  and  apply  for  i 
patent.  It  is  a  possessory  right,  one  he  may  hold  indefinitely  if  be 
complies  with  certain  requirements  of  the  law.  Now,  these  ^entlfr 
men  have  entered  into  possession  of  certain  wUd  land  out  in  iU 
West  with  the  idea  of  discovering  oil.  There  was  no  fraud  in  tliti 
act  or  in  the  mere  entry  upon  the  land.  Every  citizen  has  a  right :  * 
gQ  out  and  explore  the  public  domain  for  mineral,  and  ordinarily 
there  is  no  interference  with  his  possession,  even  though  he  has  no( 
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Mr.  Baker.  Well,  I  can't  get  that  view  of  "defensive,"  when 
there  have  been  80  producing  wells.  If  you  have  got  80  siphons 
drawing;  water  out  of  a  bucket,  if  you  just  let  them  stay  long  enough 
you  will  have  the  water  all  drawn  out. 

Commander  Wright.  That  is  perfectly  true  with  water  in  a  bucket 
and  a  siphon,  but  it  is  quite  a  different  proposition  when  you  come 
to  oil. 

Mr.  Elston.  But,  commander,  you  anticipate  in  answering  that 
question  the  passage  of  a  condemnation  act,  don't  you? 

Commander  Wright.  I  did  not  understand  your  question. 

Mr.  Elston.  You  have  answered  the  question  in  the  view  of  the 
possible  passage  of  a  condemnation  act? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Now,  in  view  of  that  possible  passage  of  a  condem- 
nation act,  you  anticipate  that  the  condemnation  act  will  provide  for 
summary  proceedings  by  which  through  an  interlocutory  decree, 
which  yon  assume  will  come  almost  at  onco,  the  Southern  Pacific 
lands  will  be  taken  over  by  the  Government  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  isn't  this  also  true :  Didn't  the  Federal  Gov- 
ernment in  this  suit  go  in  and  ask  the  court  to  grant  an  injunction 
against  the  drilling  of  any  more  wells? 

Commander  Wright.  Fending  suit ;  yes. 

The  Chairman.  And  in  order  to  stay  that  injunction,  which  was 
denied 

Commander  Wright  (interposing).  There  wasn't  any  denial.  It 
was  just  simply  staved. 

The  Chairman.  They  did  enter  an  agreement  of  record,  and  it  is 
in  this  record  that  no  more  wells  will  be  drilled,  only  defensive 
wells  that  are  now  in  operation.    Isn't  that  true  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Then  the  Navy  Department  had  nothing  to  do 
with  that  suit,  nothing  to  do  with  that  agreement,  and  has  no  power 
now  to  either  stay  or  enforce  it? 

Commander  Wright,  No  power  to  do  anything  there.  We  want 
to  get  the  thing  settled  up.  Everybody  wants  to  get  the  thing  set- 
tled up,  I  think. 

Mr.  Mays.  You  would  not  be  willing  to  condemn  the  Southern 
Pacific's  lands  at  their  present  value  and  settle  the  litigation,  would 
you? 

Commander  Wright.  The  litigation  could  either  go  on  or  an 
agreement  could  be  reached  between  the  Southern  Pacific  and  the 
Government  as  to  a  certain  percentage  of  the  estimated  value  that 
could  be  paid  and  litigation  dismissed. 

Mr.  Mays.  There  was  a  decision  in  the  district  court  on  that  ques- 
tion, was  there  not?  Didn't  the  United  States  district  court  decide 
a  case  and  it  was  appealed  ? 

Commander  Wright.  The  onlv  decision  that  we  have  had  in  the 
Southern  Pacific  suits  is  that  in  Naval  Eeserve  No,  1. 

Mr.  Mays.  How  was  that  decision? 

Commander  Wright.  It  was  decided  in  favor  of  the  Government. 
It  is  on  appeal. 

Mr.  Baker.  Well,  then,  continuing  my  theory  a  little  bit  further, 
irrespective  of  what  might  become  of  all  the  land  in  Naval  Reserve 
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to  be  paid  in  the  two  cases  is  entirely  different ;  and  that  distinction. 
I  think,  applies  to  these  oil  cases.  These  people  were  not  willful 
trespassers  m  that  sense  at  all.  They  had  a  right  to  go  upon  this 
unreserved  public  domain  and  prospect  for  mineral,  and  while  pos- 
sibly they  may  not  be  entitled  to  patent  by  reason  of  lack  of  diligence, 
by  reason  of  the  intervention  of  the  withdrawal  order,  or  something 
01  that  kind,  they  are  not  willful  trespassers  in  the  same  sense  as  the 
man  who  takes  tmiber  as  I  named  in  the  first  instance. 

The  CuAiBMAN.  Let  us  let  the  commissioner  elaborate  that. 

Mr.  Eaker.  Before  he  passes  that  point  I  would  like  to  ask  a 
question  or  two  to  clear  up  the  situation  a  little  bit.  It  has  been 
conceded  that  this  relief  bill  was  intended  to  treat  all  persons 
alike 

The  Chairman  (interposing).  Not  necessarily  all  alike.  Let  us 
not  read  anything  into  it. 

Mr.  Kaker.  I  mean  that  all  standing  in  the  same  position  should 
be  treated  alike;  that  the  red-haired  man  should  have  no  advantage 
over  the  black-haired  man  if  the  facts  and  conditions  surrounding 
the  case  were  identical.  I  will  not  ask  the  commissioner  if  this  is 
not  true  in  all  land  practice.  These  men  had  made  their  applica- 
tions; had  done  all  the  preliminary  work,  as  they  claim,  and  ha<] 
then  an  application  on  file  for  a  patent,  and  the  presumption  is  thev 
had  done  their  duty  and  that  they  are  not  guilty  of  fraud. 

The  Chairman.  But  the  charges  have  been  made  against  them. 

Mr.  Baker.  I  am  asking  the  commissioner  if  it  is  not  true  that 
the  presumption  is  that  men  have  followed  the  law  and  have  done 
their  duty.  I  want  to  get  that  applied  to  this  case,  because  we  cer- 
tainly can  not  convict  a  man  before  we  give  him  some  trial;  is  not 
that  true,  Mr.  Commissioner? 

Mr.  Tallman.  Yes;  that  is  true. 

Mr.  Baker.  Now,  that  being  true,  the  man's  application  being  on 
file  for  a  patent,  the  department  sends  out  agents  to  investigate  to 
determine  whether  or  not  there  is  any  reason  why  a  contest  should 
be  filed. 

Mr.  Tallman.  Exactly. 

Mr.  Baker.  Now,  pending  that  contest  the  applicant  applies, 
under  this  relief  bill,  to  dispose  of  the  oil,  such  portion  of  it  as 
might  be  determined  by  the  Secretary  to  be  impounded,  the  other 
proportion  going  to  the  claimant,  to  the  end  that  he  might  develop 
it.  That  is  your  understanding  of  this  provision  of  the  bQl,  is  it  not. 
Mr.  Commissioner? 

Mr.  Tallman.  Yes. 

Mr.  Baker.  Now,  if  the  department,  in  advance,  because  of  the 
report  of  the  special  agent  and  a  contest  against  the  claimant,  should 
adjudicate  his  claim  in  advance,  before  a  trial,  and  say  that  he  was 
guilty  of  fraud  and  should  have  no  relief,  then  there  is  practically 
no  need  of  a  trial  so  far  as  impounding  and  having  the  oil  i> 
concerned. 

Mr.  Tallman.  We  could  impound  it  all,  Mr.  Baker,  if  it  \rer« 
practicable;  but  you  understand  if  you  take  it  all,  the  act  would  give 
no  relief  at  all ;  hence  no  contracts  would  have  been  made. 

Mr.  Baker.  That  is  exactly  what  I  am  getting  at. 

Mr.  Tayi/jr.  "  There  would  not  be  any  core.'" 
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Mr.  Raker.  Well,  I  can't  get  that  view  of  "defensive,"  when 
there  have  been  80  producing  wells.  If  you  have  got  80  siphons 
drawingr  water  out  of  a  bucket,  if  you  just  let  them  stay  long  enough 
you  will  have  the  water  all  drawn  out. 

Commander  Wright.  That  is  perfectly  true  with  water  in  a  bucket 
and  a  siphon,  but  it  is  quite  a  oifferent  proposition  when  you  come 
to  oil. 

Mr.  Elston.  But,  commander,  you  anticipate  in  answering  that 
question  the  passage  of  a  condemnation  act,  don't  you  ? 

Commander  Wright.  I  did  not  understand  your  question. 

Mr.  Elston.  You  have  answered  the  question  in  the  view  of  the 
possible  passage  of  a  condemnation  act? 

Commander  Wright.  Yes,  sir. 

Mr.  Elston.  Now,  in  view  of  that  possible  passage  of  a  condem- 
nation act,  you  anticipate  that  the  condemnation  act  will  provide  for 
summary  proceedings  by  which  through  an  interlocutory  decree, 
which  jrou  assume  will  come  almost  at  onco,  the  Southern  Pacific 
lands  will  be  taken  over  by  the  Government  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  And  isn't  this  also  true :  Didn't  the  Federal  Gov- 
ernment in  this  suit  go  in  and  ask  the  court  to  grant  an  injunction 
against  the  drilling  of  any  more  wells? 

Commander  Wright,  rending  suit ;  yes. 

The  Chairman.  And  in  order  to  stay  that  injunction,  which  was 
denied 

Commander  Wright  (interposing).  There  wasn't  any  denial.  It 
was  just  simply  stayed. 

The  Chairman.  They  did  enter  an  agn'eement  of  record,  and  it  is 
in  this  record  that  no  more  wells  will  be  drilled,  only  defensive 
wells  that  are  now  in  operation.    Isn't  that  true  ? 

Commander  Wright.  Yes,  sir. 

The  Chairman.  Then  the  Navy  Department  had  nothing  to  do 
with  that  suit,  nothing  to  do  with  that  agreement,  and  has  no  power 
now  to  either  stay  or  enforce  it? 

Commander  Wright.  No  power  to  do  anything  there.  We  want 
to  ^et  the  thing  settled  up.  Everybody  wants  to  get  the  thing  set- 
tled up,  I  think. 

Mr.  Mays.  You  would  not  be  willing  to  condemn  the  Southern 
Pacific's  lands  at  their  present  value  and  settle  the  litigation,  would 
you? 

Commander  Wright.  The  litigation  could  either  go  on  or  an 
agreement  could  be  reached  between  the  Southern  Pacific  and  the 
Government  as  to  a  certain  percentage  of  the  estimated  value  that 
could  be  paid  and  litigation  dismissed. 

Mr.  Mays.  There  was  a  decision  in  the  district  court  on  that  ques- 
tion, was  there  not?  Didn't  the  United  States  district  court  decide 
a  case  and  it  was  appealed  ? 

Commander  Wright.  The  onlv  decision  that  we  have  had  in  the 
Southern  Pacific  suits  is  that  in  Naval  Reserve  No.  1. 

Mr.  Mays.  How  was  that  decision? 

Commander  Wright.  It  was  decided  in  favor  of  the  Government. 
It  is  on  appeal. 

Mr.  Eaker.  Well,  then,  continuing  my  theory  a  little  bit  further, 
irrespective  of  what  might  become  of  all  the  land  in  Naval  Reserve 
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are  not  concerned  with  it,  nor  have  any  jurisdiction  over  it.  Here 
is  a  mining  claimant,  for  instance,  contending  with  a  settler;  and 
one  claims  the  land  is  mineral,  and  the  other  claims  it  is  agri- 
cultural. Neither  one  of  them  has  anything  pending  before  the 
Land  Office.  We  say  that  is  a  mere  possessory  claim  and  that  ther 
must  go  into  their  local  court  and  try  it  out.  For  instance,  there 
are  two  men  trying  to  keep  possession  of  the  same  mining  claim  while 
they  can  make  discovery;  suppose  they  should  call  on  us  to  inter- 
vene ;  we  would  say :  "  Go  to  the  local  court."  One  of  them  would 
probably,  if  he  could,  file  an  application  for  patent  and  force  the 
other  to  an  issue  in  the  proper  forum.  If  a  man  had  a  claim  that  he 
had  been  kept  off  of  wrongfully,  the  law  provides  a  time  and  a  man 
ner  in  which  he  shall  assert  that  claim;  and  if  he  does  not  assert  it 
within  that  time,  he  can  not  assert  it  at  all. 

The  Chatrman.  I  understand  that  procedure,  and  I  understand 
the  manner  in  which  that  is  adjudicated  in  the  courts,  and  I  under- 
stand that  ycu  uniformly  refuse  to  wrestle  with  that  question :  but 
that  is  not  this  case,  as  represented  by  the  48  contracts  entered  into 
in  California  and  the  25  in  Wyoming,  and  they  are  all  in  the  record, 
and  the  charge  is  there  in  the  record.  Now,  in  which  ones  of  those  4^ 
cases,  if  any,  have  there  been  filed  reports  from  anv  of  your  agent- 
or  from  any  other  agent  who  is  properly  qualified  to  nle  a  report 
in  the  department  that  would  put  you  as  the  Commissioner  of  the 
General  Land  Office,  or  any  prudent  man,  on  notice  that  there  wa? 
any  willful  fraud  pending  against  any  one  of  those  48  contractors,  if 
any  ? 

Mr.  Tallman.  I  can  give  you  a  list  of  the  cases  in  which  contracts 
were  made.  I  doubt  very  much  if  the  character  of  fraud  you  have 
described  exists  in  anv  of  them. 

The  Chairman.  I  tliink  they  are  in  the  record  now. 

Mr.  Tallman.  In  most  of  these  cases  in  California  in  which  we 
have  made  contracts  or  in  many  of  the  cases  we  have  directe<l  pro- 
ceedings. Now,  this  is  true,  that  after  a  reading  of  the  report  and  ar 
examination  of  the  record,  if  we  consider  that  we  are  given  sufficient 
material  to  justify  us  in  ordering  a  hearing,  we  do  so.  Sometimes 
we  have  evidence  from  which  we  might  be  very  much  convincetl 
that  we  had  a  good  case  to  show  that  the  entryman  was  not  entitle.! 
to  the  land.  There  are  other  cases  in  which  the  facts  are  stateil 
unsatisfactorily  in  the  record,  and  sometimes  we  order  a  hearing  to 
develop  the  facts  by  having  the  witnesses  where  we  can  cross-examine 
them,  and  we  take  action  accordingly.  As  I  say,  the  charges  in  the^ 
cases  are  violations  of  the  withdrawal  order,  and,  in  the  ne.^t 
place 

The  Chairman  (interposing).  The  violation  of  withdrawals,  a^  i? 
well  known  to  this  committee,  as  is  well  known  to  you,  and  as  is  well 
known  to  everybody,  is  a  matter  about  which  there  is  the  keenest 
controversy  out  there. 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  I^^t  us  pass  on  ^o  the  next  charge. 

Mr.  Tallman.  The  next  charge,  which  is  a  common  one,  is  the 
charge  of  dummy  locators.  In  some  cases  there  is  a  dummy  locator 
charge  only,  while  in  other  cases  there  is  the  charge  of  violating 
the  withdrawal  onlv,  and  in  other  cases 

V      1 
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The  Chairman  (interposing).  Let  us  take  up  the  dummy  charge. 

Mr.  Tallman.  As  to  the  dummy  charge,  we  have  told  you  many 
times  what  constitutes  a  dummy,  according  to  our  understanding  of 
it,  namely,  a  locator  without  interest.  In  nine-tenths  of  these  cases 
the  dummy  locator  is  not  the  person  who  is  now  operating  the  land. 

The  Chairman.  We  understand  that  that  is  true. 

Mr.  Tallman.  As  a  matter  of  law  and  as  a  le^al  proposition,  we 
consider  that  a  location  is  valid  or  invalid  depending  on  whether  or 
not  there  was  a  locator  with  or  without  interest.  It  does  not  make 
any  difference  how  many  people  were  innocent  purchasers,  because 
that  is  no  defense.  There  is  no  such  thing  under  the  law  as  an 
innocent  purchaser  of  an  unpatented  mining  claim.  Consequently 
we  do  not  pay  any  attention  to  the  fact  of  how  honest  the  pur- 
chasers were  or  how  little  they  had  to  do  with  the  dummy  part  of  it. 

The  Chairman.  The  law  does  not  permit  you  to  do  that? 

Mr.  Tallman.  No,  sir. 

The  Chairman.  Is  it  not  true  that  the  dummy-entry  business  and 
the  evils  that  followed  along  with  it  grew  up  from  the  application  of 
a  system  that  was  not  really  applicable  to  mining  for  oil  ? 

Mr.  Tallman.  That  is  true;  and,  because  of  forgers,  neither  the 
courts  nor  the  department  took  exception  to  the  practice,  as  we  do 
now.  It  is  also  shown  by  the  readiness  with  which  a  great  many  such 
locators  have  given  us  their  affidavits  of  the  facts.  They  would  not 
do  this  ordinarilv  if  they  considered  they  had  committed  a  fraud. 

Mr.  Taylor.  It  grew  out  of  the  custom  that  had  prevailed  for  40 
years? 

The  Chairman.  Let  us  pass  to  the  next  one  of  those  charges,  or 
the  next  one  of  the  so-called  fraud  charges. 

Mr.  Tau-man.  Then,  in  a  certain  class  of  cases,  we  charge  no  dis- 
covery, and  we  include  in  that  usualy  the  statement  that  an  alleged 
discovery  of  gypsum  or  fuller's  earth  is  a  subterfuge. 

The  Chairman.  As  a  matter  of  fact,  is  it  not  even  yet  a  matter  of 
the  keenest  controversy  in  the  courts,  and,  certainly,  outside  of  the 
courts,  as  to  what  discovery  is? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Do  we  not  have  the  Colorado  shale  claimants 
who  are  claiming  that  they  made  discovery  without  drilling  wells  or 
producing  a  barrel  of  oil,  and  do  not  some  claimants  claim  dis- 
covery on  account  of  seepages? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Is  it  not  a  fact  that  that  is  a  matter  of  the  keen- 
est controversy? 

Mr.  Tallman.  Yes,  sir ;  that  is  true. 

The  Chairman.  Are  there  any  charges  involved  in  any  one  of 
these  48  California  cases  except  along  the  line  of  the  three  charges 
you  have  described? 

Mr.  Tallman.  No  ;  I  do  not  recall  any  others 

The  Chairman.  And  those  three  matters  which  you  have  deline- 
ated are  the  things  that  are  referred  to  in  this  record  as  fraud  ? 

Mr.  Tallman.  Except  the  kind  of  fraud  that  I  am  told  Mr.  Kear- 
ful  discussed  in  his  testimony  the  other  day.  That  was  a  new  char- 
acter of  fraud. 
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The  Chaikman.  Is  the  same  statement  you  have  made  in  regard 
to  the  48  California  cases  also  true  of  the  25  cases  in  Wyoming! 

Mr.  TALL3IAN,  So  far  as  any  charges  against  the  applications  are 
concerned ;  yes,  sir.  It  is  not  certain  when  the  investigation  of  those 
claims  will  be  complete.  They  are  very  complicated  and  extensive. 
Where  we  have  reports  I  should  say  that,  so  far  as  the  applications 
for  aptents  are  concerned,  they  are  substantially  the  same  as  the 
California  cases. 

The  Chairman.  All  those  charges  were  submitted  to  the  Depart- 
ment of  Justice,  were  they  not? 

Mr.  Tall3ian.  Which  charges? 

The  Chairman.  The  charges  made  by  the  field  agents. 

Mr.  Tallman.  We  send  them  all  the  reports  when  suit  is  started. 

The  Chairman.  But  in  those  48  California  contract  cases,  wher? 
no  suits  have  been  started,  do  they  have  the  reports  in  those  cases? 

Mr.  Tallman.  In  our  cooperative  work  in  the  California  oil  fields 
the  representative  of  the  Department  of  Justice  at  San  Francisco 
ffets  a  copy  of  every  report  that  comes  to  me.  He  gets  everything 
irom  our  agent.  My  agents  report  to  him  at  the  same  time  that  they 
report  to  me,  and  they  are  instructed  to  report  to  him  and  assist  him 
in  every  way  they  can. 

The  Chairman.  Then,  the  Department  of  Justice  has  all  the  infor- 
mation vou  have? 

Mr.  'f  ALLMAN.  Yes,  sir. 

Mr.  Taylor.  Did  you  grant  relief  to  any  claimant  when  you  had 
reason  to  believe,  and  did  believe,  from  the  reports  of  your  investi^- 
toi-s,  that  he  had  been  guilty  of  actual  or  willful  fraud  against  the 
Government  ? 

Mr.  Tallman.  Whey,  Mr.  Taylor,  we  laid  down  a  general  rule  for 
these  cases  we  have  been  discussing.  We  fully  understood  their  gen- 
eral character,  and  they  were  not  of  the  class  you  describe. 

Mr.  Taylor.  From  your  report  and  from  your  personal  investiga- 
tion on  the  ground,  there  was  not,  as  you  said  before,  among  these 
applicants  any  men  who  could  properly  be  called  willful  perpetrators 
of  fraud  upon  the  Government? 

Mr.  Tallman.  No;  and,  as  a  rule,  the  party  actually  interested  was 
not  the  locator. 

Mr.  SiNNOTT.  Was  such  an  interested  party  charged  with  fraud? 

Mr.  Tallman.  No,  sir. 

Mr.  Taylor.  The  word  "  fraud  "  as  used  in  these  reports  is  not  in- 
tended to  brand  a  man  as  being  guilty  of  any  moral  turpitude  or  as 
being  an  actual  criminal,  in  the  sense  that  he  should  be  sent  to  the 
penitentiary,  or  anything  of  that  kind  ? 

Mr.  Tallman.  No,  sir;  it  is  a  purely  constructive  fraud;  it  is  a 
technical  fraud,  because  these  men  could  have  acquired  the  same 
amount  of  ground  legally  had  they  proceeded  correctly. 

Mr.  Taylor.  And  they  had  followed  it  for  40  years  before  f 

Mr.  Tallman.  Yes,  sir.  ^ 

Mr.  Taylor.  In  coal  claims  and  other  mineral  claims? 

Mr.  Tallman.  No,  sir;  nobody  ever  got  a  coal  claim  that  way  un- 
less he  made  a  false  affidavit  in  order  to  do  it.  The  situation*  with 
reference  to  coal  claims  is  different,  and  that  would  be  a  differeat 
character  of  fraud.  In  my  judgment,  that  character  of  fraud  is 
eptirely  different  from  the  cases  we  have  here. 
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Mr.  Tatlor.  But  in  former  years  sometimes  they  did  take  coal 
claims  that  way  ? 

Mr.  Tallman.  Yes,  sir;  by  making  false,  fraudulent,  and  perjured 
aiB  davits. 

Mr,  Tatlor.  I  did  not  want  to  go  into  a  discussion  of  that,  but 
my  impression  is  that  in  early  days  they  sometimes  located  coal 
claims  by  agents.  Placer  claims  have  always  been  located  by  groups 
of  eight  men  in  this  way,  without  limit? 

Mr.  Tallman.  It  is  a  very  common  practice,  and  neither  the  courts 
nor  the  Land  Department  took  any  exception  to  it  until  within  the 
last  few  vears. 

Mr.  Taylor.  As  I  understand  it,  the  reason  you  say  this  is  a 
charge  of  fraud  which  amounts  to  technical  fraud  only,  is  because 
large  numbers  of  the  best  lawyers  throughout  the  West  looked  upon 
these  withdrawals  as  having  been  made  without  congressional  au- 
thority, and  because  afterwards  the  Supreme  Court  of  the  United 
States  decided  by  a  majority  of  5  to  3,  with  one  justice  not  partici- 
pating, to  give  tlie  construction  which  sustained  the  withdrawals. 

Mr.  Tallman.  We  are  not  disposed  to  view  vijolations  of  the  with- 
drawals as  fraud  in  a  broad  sense,  but  the  applicant  is  obliged  to  com- 
ply with  the  law;  he  must  comply  with  the  law,  and  the  law  did 
not  permit  him  to  get  the  land  that  way. 

Mr.  Taylor.  But  if  he  has  160  acres  in  20-acre  individual  locations, 
be  does  not  have  the  same  advantages  he  would  have  if  it  were  in  one 
160-acre  location? 

Mr.  Tallman.  No,  sir. 

Mr.  Taylor.  If  they  have  to  spend  half  a  million  dollars  or  $100,000 
to  develop  it,  they  must  have  as  advantageous  conditions  as  they  can 
lawfully  obtain,  have  they  not? 

Mr.  Tallman.  The  advantage  sought  to  be  obtained  by  getting  a 
160-acre  location  is  that  it  requires  the  same  discovery  and  the  same 
amount  of  work  to  get  a  patent  and  the  same  amount  of  work  to  get 
the  title  that  would  be  required  in  the  case  of  a  20-acre  claim. 

Mr.  Elston.  I  believe  you  stated  that  in  nearly  every  one  of  these 
claims  covered  by  temporary  permits  the  claims  were  now  operated 
by  persons  other  than  the  origmaj  locators? 

Mr.  Tallman.  I  think  that  is  very  generally  the  cas3. 

Mr.  Elston.  You  stated  that,  so  far  as  the  department  was  con- 
cerned, in  applying  the  law,  you  were  compelled  to  impute  to  those 
present  operators  the  illegalities,  we  will  call  it,  or  the  technical  in- 
fractions of  the  original  locators? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Elston.  Now,  morally,  the  situation  of  the  two  is  altogether 
different? 

Mr.  Tallman.  Undoubtedly  so. 

Mr.  Elston.  Do  you  think  there  is  any  moral  turpitude  or  any- 
thing involving  an  equitable  wrong  that  can  be  charged  to  those 
persons  who  have  bought  those  claims,  after  an  examination  of  an 
abstract  of  title  that  looked  perfectly  regular,  if  that  abstract  does 
not  disclose  anjrthing  about  the  derivation  of  the  title  that  would 

Eut  them  on  notice?    Do  you  think  that  anything  wrong  or  inequita- 
le  could  be  imputed  to  them  because  of  that? 
Mr.  Tall^lan.  No,  sir. 
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Mr.  Elston.  When  a  man  in  an  ordinary  transaction  has  an  attor- 
ney to  look  up  a  title,  he  examines  the  abstract  of  title  and  ereiT- 
thmg  that  is  on  record  regarding  the  title,  but,  ordinarily,  he  doesni 
hunt  up  all  the  prior  owners  or  claimants  and  trace  their  history 
all  over  the  world  to  ascertain  what  their  purposes  were,  but  he 
examines  what  appears  of  record. 

Mr.  Taixman.  Ordinarily  that  is  true. 

Mr.  Elston.  Would  you  say  that  the  applicants  who  came  to  yoc 
asking  for  these  temporary  permits  were  mostly  persons  fiillinf 
under  this  latter  description,  namely,  those  who  bought  the  claims! 

Mr.  Taixman.  Yes;  very  generally  so. 

Mr.  Elston.  In  most  cases  those  persons  who  made  the  applica- 
tions are  persons  who  were  probably  operating  on  the  land  prior 
to  the  withdrawal,  or  were  in  occupation  of  it. 

Mr.  Tallman.  Yes,  sir;  that  is  true  in  a  number  of  casss  where 
only  the  dummv  is  charged. 

Mr.  Elston.  Did  they  not  have  the  right  at  that  time,  if,  as  pm- 
dent  men,  they  could  have  found  that  there  was  an  absolute  it- 
validity  in  the  locations  to  which  they  succeeded,  to  make  locations 
of  their  own?  Would  they  not  have  had  the  right  to  make  a  loca- 
tion of  their  own  at  that  time? 

Mr.  Taixman.  Before  the  withdrawal;  yes,  sir. 

Mr.  Elston.  And  an  ordinarily  prudent  man  would  do  that  rarhf-r 
than  pay,  as  was  done  in  some  cases,  a  tremendous  aiiioant  of  moiieT 
for  the  right  of  the  original  locator? 

Mr.  Taixman.  Well,  as  to  that,  the  claims  of  locators  were  pretty 
generally  respected  in  the  oil  fields. 

Mr.  Elston.  Has  that  fact  come  to  your  notice,  that  the  people 
who  bouffht  from  the  original  locators  have  paid  large  sums  for  the 
paper  titles? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Elston.  Upon  the  assumption  that  the  record  title  was  per- 
fect? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Eisix)N.  You  are  familiar,  are  you  not,  with  the  relief  pro- 
visions carried  in  the  two  previous  bills  which  passed  the  House,  and 
which  were  under  consideration  in  the  Senate? 

Mr.  Talisman.  Yes;  more  or  less. 

Mr.  Elston.  Do  you  believe,  from  your  acquaintance  with  that 
legislation,  that  the  Congress  and  the  committees  had  in  mind  th.' 
situation  of  the  present  operators  on  those  oil  claims,  namely,  that 
most  of  them  were  being  operated  by  people  who  bought  from  tk 
original  claimants,  and  who  had  developed  the  claims  and  speu: 
large  sums  of  money  in  the  development  of  the  oil  property? 

Mr.  Tallman.  Undoubtedly,  the  committees  having  had  full  ani 
extensive  hearings,  knew  all  the  facts. 

Mr.  Elston.  Is  it  your  belief,  having  the  relief  provisions  in  mini 
or  having  in  mind  the  persons  to  whom  the  relief  should  be  giver, 
that  Congress  had  in  mind  the  present  operators  who  have  spent 
their  money  developing  the  claims,  and  who  had  acquired  their  paper 
titles  from  the  original  locators?  Do  you  think  that  they  were  th: 
persons  Congress  had  in  mind  as  being  entitled  to  relief,  rather  than 
the  original  locators  ? 
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Mr.  Wolf.  I  am  trying  to  analyze  Mr.  Ferris's  question. 

Mr.  Ferris.  I  may  not  have  made  it  very  clear.  I  would  like  to 
have  you,  Mr.  Wolf— and  perhaps  we  will  ask  the  Geological  Survey 
and  the  Bureau  of  Mines  to  do  tne  same  thing — ^to  incorporate  in  the 
record  as  a  part  of  your  remarks  a  statement  as  to  just  what  portion 
of  these  three  reserves — ^Nos.  1,  2,  and  3— can  economicalljr  be  pre- 
served in  the  natural  basin  as  a  storage  proposition,  and  just  how 
many  of  these  wells,  if  any  of  them,  can  be  cased  off  and  plugged  off 
and  stopped  economically.  Develop  that  idea.  You  are  familiar 
with  the  Navy  Department's  contention.  Their  contention  is,  in  so 
far  as  it  can  be  done  in  a  practicable  way,  they  want  to  preserve  the 
oil  in  No.  2.  They  do  not  want  to  do  any  foolish  thing,  I  assume,  by 
plugging  wells  and  having  the  casing  rust  out  and  the  water  break 
m  and  the  gas  recede  and  lose  the  whole  thing;  but  in  so  far  as  they 
can,  and  in  so  far  as  it  is  practicable  in  principle,  I  understand  it  to 
be  the  idea  of  the  Navy  that  they  want  to  conserve  that  oil  in  its 
natural  basin  as  distinguished  from  any  surface  vessels,  basins,  or 
tanks ;  and  I  want  to  know  from  you  and  from  the  Bureau  of  Mines 
and  the  Geological  Survey — ^I  would  like  to  have  this  record  disclose 
it — ^how  far  it  is  practicable  and  how  far  can  we  go  in  doing  that 
thing  in  obedience  to  the  Navy's  wishes.  Can  you  prepare  some- 
thing, and  will  you  do  it,  for  the  record  on  that? 

Mr.  Wolf.  Mr.  Chairman,  will  you  amplify  that  bj'  this  further 
qualification?  It  is  a  very  simple  thing  and  yet  the  meat  of  the 
whole  thing.  You  will  have  to  state  at  what  period  and  under  what 
conditions  for  would  attempt  to  pump  the  oil  in  the  future  for  use. 
That  is  to  say,  would  you  fegin  to  draw  on  the  reserve  that  you  are 
seeking  to  conserve  in  5  years'  time,  10  years'  time,  or  20  years'  time? 
Those  are  very  vital  factors. 

The  Chairman.  I  have  no  knowledge  of  that.  Couldn't  you  con- 
fer with  the  commander  and  get  the  benfit  of  his  information  and 
the  benefit  of  your  own,  and  first  set  out  in  a  word  just  what  the 
Navy  Department  desires  to  do? 

Mr.  Wolf.  I  think  Mr.  Wright  did  it  very  well  here  to-day. 

The  Chairman.  And  then  let  us  know  how  far  it  is  practicable  to 
do  that  thing.  To  explain  it  a  little  more,  there  are  people  who  are 
going  around  saying  that  the  Navy  Department  wants  to  plug  up  the 
wells  and  have  no  development.  That  might  appear  in  some  of  the 
hearings,  I  think.  I  think  Commander  Wright  has  disabused  the 
minds  of  the  committee  on  that  and  made  it  clear  that  they  want  to 
do  no  impracticable  thing.  Now,  what  I  am  trying  to  get  at  is  to 
have  Commander  Wright's  statement  of  his  wishes  and  desires  for 
the  Navy  Department,  and  I  am  anxious  to  have  some  geologist  or 
engineer  who  is  a  technical  man  on  that  subject  show  how  far  it  is 
practical  to  do  what  the  Navy  Department  wants;  and  if  it  is  not 
'^'•a.ctical  at  all,  I  want  that  shown.  Does  that  give  you  enough  to 
as  to  the  uiu^  ^ 
that  the  estimate  coul^^^  iCoini^ander  Wright  can  explain  further 

The  Chairman.  Will  you  d'o'that^^^^®^^^^^  ^^^^  ^  ^^  ^ 
and  woui?^^^^^         ^^'^'^ ''  "-^^  "-  --  important  matte,  of^recortf 
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Without  objection,  the  committee  will  stand  in  recess  untU  tc- 
morrow  morning  at  10  o'clock,  at  which  time  we  will  hear  the  Inte- 
rior Department. 

(Wliereupon,  at  12.50  o'clock  p.  m.,  the  committee  recessed  until 
10  o'clock  a.  m.,  Tuesday,  March  5, 1918.) 

^  (The  statement  requested  by  the  chairman  was  subsequently  fur- 
nished by  Mr.  Wolf  and  is  here  printed  in  full,  as  follows:) 

Washington,  D.  C,  March  11^  1918^ 

The  Chairman  Public  Lands  Committee, 

House  of  Representatitws, 

Sik:  Pursuant  to  the  request  made  on  March  5,  1918,  at  the  hearings  oC 
your  committee  in  considering  the  pending  mineral  lands  leasing  bill,  there  Is 
submitted  the  attached  memorandum  on  the  naval  petroleum  reser\'es. 

Respectfully   submitted, 

J.  H.  G.   WouF. 

THE  NAVAL  PETROLEUM  RESERVES,  NOS.  1,  2,  AND  3. 

GKNEBAL    SITUATION    BRIEFED. 

1.  TJicir  value. — Briefly,  the  reserves,  with  the  limitations  herein  stated,  can 
meet  the  purposes  for  which  they  were  created.  No.  1  in  California  and  No.  3 
in  Wyoming  are  practical  oil  reserves  but  are  not  sufficiently  tested  to 
definitely  assure  the  existence  of  any  considerable  quantities  of  oil.  Reserve  Xa. 
2  is  located  in  the  greatest  oilfield  of  California  but  Independent  of  it  struc- 
turally. The  reserve  can  be  made  to  meet  the  purposes  for  which  It  was 
creatcMl  to  this  extent:  40%  of  its  proven  acreage  carries  scattering  deve]<^ 
ment  and  could  maintain,  in  four  separate  and  detached  areas,  reserves  for 
future  supplies  for  varying  periods  up  to  20  years.  The  present  heavily  drilled 
portions  and  the  territory  adjacent  must  be  operated  continuously  and  could  be 
carried  as  an  immediate  working  reserve.  Detailed  discussion  of  the  principal 
features  of  each  reserve  follows: 

Naval    Reserve    No.    2    California — A    CombiiNed    Working    and    Stokags 

Reserve. 

reserve    no.    2    BRIEFED. 

Disrussion — (a)  The  reserve  lies  across  the  Buena  Vista  Hills  portion  of 
the  Midway  oil  field,  on  an  Independent  structure,  but  lapping  the  main  field 
on  its  northwesterly  end.  It  is  flanked  by  syndines,  and  the  oil  contained 
can  be  conserved  independently  of  the  operations  of  adjat-ent 
fields.  The  portion  of  the  reserve  now  proven  is  about  12  miles  long  and  2 
miles  wide,  or  covers  24.2  square  miles,  and  this  has  produced  72,000,000 
barrels  of  oil,  is  producing  oil  currently  at  the  rate  of  13,500,000  barrels  per 
year  from  328  oil  wells,  and  at  the  rale  of  not  less  than  7.300,000.000  cu.  ft. 
of  grs  per  vear  from  35  producing  gas  wells.  The  estimated  extractable  oil 
contents,  rei»aining  on  January  1,  1918,  Is  350.000,000  barrels,  under  rwrnial 
conditions,  as  now  judged.  Forty  per  cent  of  the  production  of  the  Mld\\'\y 
field,  or  15%  of  the  total  monthly  yield  of  California,  comes  from  the  lands  fi 
this  reserve. 

HOW  RESERVE  WAS  DE\'EL0PED. 

(b)  The  development  of  the  portion  of  the  Midway  field  covered  by  tl^e*  '^  ^ 
has  gone  forward  continuously  since  the  first  wells  came  in,  in  19<I.iVt\uglii^ 
The  oil  is  a  high-gravity  (25"  to  31°  Baum6),  asphalt  base,  l^^''%.^\,\^  alter- 
best  quality.    The  ownership  of  the  lands  has  ^^'^'^*«»^^^^^®;Vrftcter  of  title 
square  mile  each,  and  these  have  been^\\^\fic  Railroad.    The  ^";i"|^yelopment, 

c^ed  best  form  for  this  region,  while  the  raiiru 
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the  development  course  of  the  unpatented  lands,  which  in  turn  have  heen 
influenced  in  recent  years  hy  the  litigation  with  the  Government.  The  de- 
velopment of  the  railroad  lands  has  offset  the  drilling  done  by  adjacent  oper- 
ators»  hence  on  these  lands  there  is  no  interior  drilling. 

WHAT  THE  PRESENT  DEVELOPMENT  HAS   EXTBACTED. 

(c)  The  discussion  as  to  the  practicability  of  maintaining  reserves  for  future 
use  hinges  largely  upon  the  question  of  how  and  where  the  development,  here- 
tofore done,  has  been  distributed,  and  how  it  will  be  handled  in  the  future. 
The  323  oil  wells  now  producing  are  arbitrarily  assumed  to  have  developed 
8,300  acres  of  the  15,500  acres  reasonably  proven.  On  that  assumption  17  pei; 
cent  of  the  extractable  contents  of  the  reserve  have  now  been  removed  through 
well  openings  which  have  developed  21  per  cent  of  the  present  proven  lands.  If 
only  the  present  well  openings  continued  to  produce  and  no  more  wells  were 
drilled  in  the  future,  it  is  probable  these  present  wells  would  in  their  life 
extract  30  per  cent  of  the  original  oil  contents ;  and  if  this  course  of  action  or 
policy  were  adopted  it  is  also  certain  that  all  of  the  70  per  cent  remaining 
would  not,  because  of  the  depletion  of  the  gas  reserves  needed  to  expel  the  oil, 
be  extractable  in  the  future. 

ABE  STOBAGE  ABEAS  POSSIBLE? 

(d)  The  question  of  what  is  practicable  in  conserving  the  largest  supply 
under  the  conditions  now  found  goes,  as  said,  straight  to  the  disposition  of  the 
previous  development  work.  The  map  discloses  conditions  that  are  favorable 
for  treating  i)ortions  of  the  reserve  as  storage  reserves  for  varying  future 
periods,  while  other  areas  must  be  operated  continuously  and  the  production 
from  which  must  be  regarded  as  immediate,  or  current  operating,  reserves. 
The  even-numbered  sections  have  four  wells  at  their  centers  and  a  varying 
amount  of  distributed  drilling,  while  the  odd-numbered,  or  railroad  sections, 
are  drilled  on  their  boundaries  only. 

BESEBVE  nrVIDED  INTO  TWO  PABTS. 

(c)  Analyzing  the  drilling  done  in  its  larger  aspects:  The  reserve  is  divided 
into  two  very  nearly  equal  halves  by  the  north-south  township  line  separating 
township  31-23  from  31-24 ;  said  line  roughly  bisects  the  producing  field.  These 
will  be  referred  to  arbitrarily  as  the  east  half  and  the  west  half  of  the  reserve. 
They  control,  respectively,  40  r«r  cent  and  54  per  cent  of  the  proven  acreage  of 
the  reserve,  and  contain,  respectively,  54  and  46  per  cent  of  the  remaining 
extractable  oil.  The  west  half  has  224  producing  oil  and  gas  wells  out  of  the 
358  such  wells  on  the  reserve,  or  63  per  cent,  while  the  east  half  has  but  134 
wells,  and  60  per  cent  of  these  are  concentrated  on  and  around  one  particular 
section,  thus  having  conditions  far  more  favorable  and  practical  than  the 
west  half  for  conserving  a  future  supply. 

(/)  Considering  first  the  west  half:  This  covers  8,345  acres  proven  ground, 
and  contains  160,000,000  barrels  extractable  oil  under  normal  conditions.  The 
heavily  developed  portions  extend  across  the  north  half  of  section  1,  all  of  30, 
and  valuable  parts  of  26,  22.  and  28.  A  considerable  part  of  the  drilling  is  on 
the  scale  of  1  well  to  10  acres,  hence  there  can  be  no  reasonable  expectation 
of  conserving  much  oil  in  those  regions.  Outside  the  heavily  developed  por- 
tions there  are  two  areas  having  fewer  wells  and  which  present  l)etter  opiwr- 
tuuities  for  conserving  supplies.  They  are  designated,  arbitrarily  "area  A" 
ana  "  area  B." 

BESERVE   AREAS   IN    WEST   HALF. 

(g)  "  Area  A "  centers  around  section  20,  where  there  have  been  few  oil 
wells  drilled.  The  map  indicates  that  possibly  700  acres  could  be  selected 
where  the  conditions  are  favorable.  Unfortunately  there  are  not  enough  test 
wells  drilled  for  information  on  which  to  base  reliable  estimates;  an  estimate 
of  9,100,000  barrels  extractable  from  the  700  acres  might  not  be  unreasonable 
in  the  premises. 

{h)  "Area  B"  defines  a  much  larger  area.  It  centers  around  section  34 
and  can  be  assumed  to  embrace  the  east  half  of  33.  south  half  27,  west  half  35, 
northwest  quarter  of  2,  and  north  half  of  3.     The  chances  for  retaining  a 
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reBcrvo  here  are  reduced  by  the  wells  drilled  across  the  middle  portion  of  S4^ 
and  by  the  uncertainty  as  to  the  oil  contents  of  the  westerly  half  of  U  and  tbe 
east  half  of  88.  The  area  lies  near  and  in  the  assumed  axis  of  tlie  Midway 
Valley  syncllne.  The  wells  ndjacent  to  the  southwest  corner  of  34  have  not 
been  profitable,  nor  prolific  On  the  whole,  the  wells  of  *'  area  B  "  have  come  in 
under  high  pressure  and  large  yields,  but  have  fallen  away  quickly;  the 
reduction  curve,  derived  from  plotting  up  the  well  yields  by  stated  periods, 
drops  more  sharply  than  elsewhere  in  the  reserve,  indicating  shorter-lived  wdls 
and  less  easily  conservable  oil.  Preliminary  studies  indicate  a  proven  acreage 
in  *'  area  B  **  of  1,400  acres  and  an  extractable  oil  content  of  83,250,000  tmrrels 
under  normal  conditions. 

There  are  no  other  areas  in  the  west  half  having  conditions  in  any  way 
favorable  for  conserving  a  supply,  and  the  two  areas  it  does  possess  are  not 
BO  satisfactory  as  those  in  the  east  half  of  the  reserve. 

THE   EAST    HALF — PTS    GHABACTEBI8TIC8. 

(i)  East  half. — ^The  proven  acreage  amounts  to  7,155  acres,  or  46  per  cent  of 
that  of  the  reserve,  and  contains  190,000,000  barrels  of  oil  extractable,  or  54 
per  cent  of  Its  extractable  contents.  The  development  is  limited  to  134  oil 
and  gas  wells,  or  37  per  cent  of  all  the  producing  wells  of  the  reserve,  as 
against  224  wells  on  the  west  half.  Of  the  134  wells  82  oil  wells  are  concen- 
I  rated  on  and  around  the  State  school  section  16,  thus  fully  developing  S2i> 
acres,  or  11  per  cent,  of  the  proven  acreage  of  the  east  half,  and  leaving  52 
combined  oil  and  gas  wells  scattered  over  the  remaining  89  per  cent  of  the 
proven  acreage.  Thus  tlie  11  per  cent  thickly  develoiied  ground  has  one  well  to 
10  acres,  while  the  remaining  89  has  but  one  well  to  122  acrea 

The  conditions,  therefore,  for  establishing  and  maintaining  reserves  in  the 
east  half  are  far  more  favorable  and  practicable  than  on  the  west  half.  Two 
such  conservable  areas  are  here  examined  and  discussed,  being  designated 
"  area  G  "  and  "  area  D." 

(/)  **  Area  C." — ^This  Is  the  largest  and  most  Important  of  all  the  conservable 
areas  in  the  reserve,  and  its  features  have  been  under  direct  observation  and 
study  for  a  considerable  period.  As  tentatively  selected,  it  consists  of  eight 
and  one-half  sections  thrown  across  the  entire  structure — that  is,  extending 
laterly  from  the  syncllne  on  the  northeasterly  side  of  the  reserve  to  the 
Ryncline  in  the  Midway  Valley  on  the  southwesterly  side;  for  flank  protection 
it  would  be  necessary  to  add  portions  of  the  adjacent  sections  lying  north- 
westerly and  southeasterly  of  the  area. 

AREA  C  ANALYZED. 

The  8i  sections  referred  to  are  in  township  31-24,  sections  30,  31,  and  32 ;  in 
township  82-24,  sections  5,  6,  7,  8,  17,  and  18,  N.  1.  The  flanking  sections 
referreil  to  are  the  E.  i  of  section  1,  the  B.  i  of  section  12,  on  the  west,  and 
the  W.  i,  section  4,  and  W.  i,  section  9,  on  the  east.  These  areas  are  marked 
in  red  and  in  blue,  respectively,  on  the  maps. 

(Jc)  The  leading  ascertained  facts  concerning  "area  C,"  as  interpreted,  are 
as  follows: 

(1)  Acreage,  proveil,  3,335;  unproven  or  dlsproven,  2,105;  total  acreage, 
5,440. 

(2)  Valuation,  at  present  market  price  for  crude  oil,  $32,033,750,  of  which 
$335,000  is  for  lands,  unpatented,  for  which  no  contest  may  be  maintained  by 
claimants. 

(3)  Number  of  producing  welts,  27  oil  and  5  gas;  total,  82. 

(4)  Production  per  well  per  day,  average,  oil,  260  barrels,  or  a  total  of  not 
less  than  7,000  barrels  per  day,  of  which  the  railroad  produces  not  less  than 
2,500  barrels  per  day.  The  average  production  of  the  wells  of  the  remainder 
of  the  re.ser\'e  Is  100  baiTels  per  day;  of  the  State  of  California.  33  barrels: 
nnd  of  the  United  States  In  general,  undei-  5  barrels.  The  oil  produced  has  a 
value  of  not  less  than  $8,000  per  day  at  the  wells. 

(5)  Production  per  well  per  day,  average,  gas,  for  the  area,  is  believed  to 
^  not  less  than  10,000,000  cubic  feet,  valued  at  not  less  than  $300  per  day  at 

"^e  wells,  and  $6,800  per  day  to  the  consumers  in  Los  Angeles. 

6)  Kxtractable  oil  contents  of  area  C,  estimated,  110.000,000  barrels. 

7)  Physical  characteristics  of  the  crude  oil  from  this  area,  from  qiecial 
ratory  analyses:  Gasoline  content,  by  volume,  10  to  12  per  cent;  engine 
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distillates,  by  volume,  9  to  11  per  cent ;  Kerosene,  w.  w.,  by  volume,  14  to  16 
per  cent;  lubricating  oils,  by  volume,  15  to  18  per  cent;  gas  oil,  for  burning,  by 
volume.  20  to  24  per  cent ;  residuum,  for  asphalt  and  for  burning,  32  per  cent. 

(8)  Drainage  studies  based  on  the  production  records  of  most  of  the  pro- 
ducing wells,  in  and  adjacent  to  the  area.  Indicate  a  greater  persistence  in 
sustained  production  than  any  similar  region  of  the  reserve.  This  is  due,  in 
part,  to  the  scattered  character  of  tlie  development,  yet  when  comparison  is 
made  with  other  wells  in  other  areas  where  the  development  is  of  like  charac- 
ter the  wells  of  this  area  in  general  show  higher  initial  as  well  as  sustained 
production. 

(9)  Ownership  of  the  lands  is  divided  into  but  two  classes:  (a)  Patented  to 
and  operated  by  the  Southern  Pacific,  and  (&)  unpatented  lands  held  by  six 
owners.  All  are  defendants  in  suits  in  the  courts.  One  hundred  and  thirty 
acres  of  unpatented  lands  have,  in  addition,  been  classed  as  proven,  title  to 
which  may  rest  largely  in  the  Government. 

(0  Area  D:  The  fourth  area  in  the  reserve  which  could  afford  conservable 
oil  under  good  conditions  lies  on  the  southeastern  end  of  the  reserve  and  across 
the  main  Buena  Vista  Hills  anticline,  where  the  same  plunges  toward  Buena 
Vista  Lake.     (See  map.)     As  tentatively  outlined,  It  embraces  sections  11  and 

14  and  the  west  halves  of  sections  12  and  13,  nil  of  township  32-24,  or  2,560 
acres,  of  which  1,000  acres  are  reasonably  proven ;  the  proven  acreage  is  esti- 
mated to  contain  20,650,000  barrels  oil  extractnble.  For  flank  protection  it 
would  be  necessary  that  the  east  half  of  section  10  and  the  east  half  of  section 

15  be  added  thereto. 

(m)  Very  few  wells  have  been  drilled  in  this  area,  hardly  enough  to  afford 
the  basis  for  making  safe  estimates  of  reserves ;  yet  since  the  production  from 
the  field  in  general  has  been  so  large  and  of  more  or  less  uniform  character, 
we  are  justified  In  offering  predictions  of  further  yield  In  this  region  which 
might  not  be  justified  in  other  fields.  The  valuation  of  the  land,  based  on  the 
present  market  prices  for  the  crude  oil,  is  about  $6,000,000.  The  ownership  of 
the  land  Is  divided  Into  two  classes — (a)  patented  to  and  operated  by  the  South- 
ern Pacific  and  (6)  unpatented  land  held  and  operated  by  one  owner.  All  the 
land  is  in  suits  in  the  courts. 

To  summarize  the  status  of  Reserve  No.  2 :  The  reserve  can  be  treated  as  a 
combined  storage  and  working  reserve.  It  covers  highly  proven  land  and  is 
of  exceptional  value  for  profitable  operations  and  persistent  production.  Cer- 
tain areas  have  been  developed  to  such  an  extent  as  to  preclude  saving  any 
of  the  existing  supply,  other  than  to  treat  current  production  as  a  continuous 
working  reserve.  The  maps  disclose  four  areas  where  there  are  practical  pos- 
sibilities of  conserving  oil  for  periods  in  the  future,  upward  of  20  years.  Their 
leading  characteristics,  as  understood,  are  tabulated  as  follows : 

Reserve  areas  of  Reserve  No,  2  summarized. 


Areas. 

Proven 
acreage. 

Extractable 
oil  contents. 

Valuation. 

Remarks. 

Area  A ' 

Acres. 
700 

1,400 
1,000 

BarreU. 
9,100,000 

33,350,000 

110,000.000 

20,650,000 

$1,900,000 
10,650,000 
33,013,750 

6,000,000 

Area  not  well  tested.    Quantity  oil 

Area  B 

small. 
Portions  lie  across  svndine.    Wells  not 

Area  C 

sop?r.?l?tent. 
Most   practical  and   desirable.    Con- 

Area D 

tains  31  per  cent  of  the  extractable 

are  In  suits. 
Practical  and  fea^ble,  but  quantity  oil 

not  large,  nor  wells  fully  tested. 

The  valuation  of  the  reserve,  as  a  whole,  is  $98,466,500,  of  which  $14,630,000 
represents  the  value  of  the  privately  patented  lands  and  not  in  suit.  The  re- 
mainder, or  $83,836,500,  represents  the  value  of  the  lands  in  suits,  and  these 
cover  84  per  cent  of  all  the  proven  lands.  No  decisions  on  the  Issues  of  the 
cases  have  as  yet  been  rendered  by  the  trial  courts,  excepting  in  one  withdrawal 
suit  involving  6^  acres,  where  the  defendant  was  upheld.  Testimony  has  been 
taken  in  the  Southern  Pacific  cases,  but  they  have  not  yet  been  submitted. 
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BASIS  FOB  VALUATIONS. 

The  basis  for  estimates  of  future  yields  of  oil  is  the  production  records  of  the 
present  wells,  carefully  worked  out  over  the  different  areas.  The  valuations  are 
based  on  the  total  recoverable  oil  assumed  to  remain  in  each  section.  By  this 
method  each  recoverable  barrel  is  fflven  an  arbitrary  net  value  In  the  ground, 
and  the  values  attached  vary  with  the  varying  operating  costs  In  different  parts 
of  the  reserve. 

GENERAL  CONSIDERATIONS. 

If  the  suggested  segregated  areas.  A,  B,  C,  or  D,  were  acquired,  It  is  probable 
that  one-half  the  oil  now  being  proiluced  currently  from  such  areas  could  l*e 
closed  in  in  time  with  safety.  What  wells.  If  any,  can  be  shut  in  completely  is 
a  question  hinging  on  various  considerations  at  each  well.  Production  on  a  re- 
duceil  scale  at  a  particular  well  can  in  most  instances  be  made  practicable.  The 
question  as  to  when  the  reserved  areas  would  have  to  be  exploited  to  get  out  the 
most  oil  profitably  Is  an  Important  one.  The  same  will  depend  largely  upon  the 
order  of  the  surrounding  development."  Under  ordinary  conditions  it  is  believed 
the  intensive  development  could  be  deferred  on  some  areas  for  5  years,  as  for 
instance,  "Area  B,'*  while  on  the  remaining  areas  the  Intensive  development 
might  profitably  be  deferred  to  upward  of  at  last  20  years. 

NAVAL  RESERVE   NO.    1,   CALIFORNIA — A  STORAGE  RESERVE. 

Discussion:  (a)  Reserve  No.  1  lies  on  an  independent  structure  north  of  Re- 
serve No.  2  and  east  of  the  McKittrlck  field.  Its  structure  is  ind^endent  of 
any  other  field,  and  its  oil  Is  readily  conservable.  Furthermore,  there  are  no 
operating  well  (other  than  the  three  capped  test  wells)  to  complicate  the  ques- 
tion  of  conserving  the  supply. 

DEVELOPED   AREA. 

(6)  From  the  evidence  of  the  structure,  as  worked  out  by  competent  geolo- 
gists, it  is  reasonable  to  assume  the  area  lying  Immediately  adjacent  to  and  be- 
tween the  three  test  wells  constitutes  a  proven  field  of  about  2,500  acres,  with  a 
possibility  that  the  sections  lying  on  the  strike  of  the  anticlines  traversing  area 
just  described  and  covering  their  extensions  may  prove  to  cover  an  additional 
5,820  acres  of  possible  oil  land.    (See  map,  California  reserves.) 

EXTRACTABLE  CONTENTS. 

(c)  Many  test  wells  were  drilled  over  this  reserve  during  the  years  Immedi- 
ately following  the  1909  withdrawal,  but  It  was  soon  discovered  the  oil  sands 
were  deep  and  the  drilling  dlfilcultles  trying,  and  therefore  most  of  the  tests 
were  abandoned  before  conclusively  demonstrating  the  value  of  the  land.  The 
three  wells  that  were  completed  were  finished,  as  most  pioneer  deep  wells 
are,  in  an  unsatisfactory  manner.  A  careful  study  of  these  conmpleted  wells 
justifies  the  assumption  that  the  territory  tentatively  considered  proven  will 
probably  yield  10,000  barrels  per  acre,  or  25,000,000  barrels.  What  the  addi- 
tional 5,820  acres  may  yield  Is  conjectural,  possibly  an  additional  40,000.000 
barrels,  making  the  possible  total  recoverable  quantity  about  65.000,000  barrels. 
The  total  oil  contents  of  Reserve  No.  1  may  run  well  over  100,000,000  barrels, 
as  has  been  frequently  reported,  but  the  portion  thereof  extractable  at  an 
economic  cost  will  probably  fall  much  below  that  figure. 

TITLES. 

(d)  The  title  to  the  Southern  Pacific  lands,  10,720  ncres  of  the  38,000  acres 
contained,  is  in  suit  in  the  courts ;  title  to  the  remaining  Innds,  aside  from  the 
State-school  sections,  is  largely  In  the  hands  of  the  Government.  To  quiet  title 
to  all  the  lands  of  the  reserve,  aside  from  those  not  now  in  suit — ^there  are  two 
withdrawal  suits  covering  320  acres  in  addition  to  the  Southern  Pacific  sults^ 
will  not  require  a  large  outlay.  Contests  exist  in  the  General  Land  OfBce  be- 
tween rival  claimants  over  several  of  the  unpatented  sections;  how  the  sof> 
cessful  claimant  for  a  particular  section  will  stand  before  the  Governments 
claims  to  the  land  under  the  withdrawal  acts  is  uncertain. 
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RESERVE    NO.    1    SUMMARIZED. 

To  summarize:  Reserve  No.  1  is  a  practical  storage  reserve  of  incompletely 
demonstrated  value,  having  a  reasonably  assured  extractable  quantity  of  good 
refining  oil  estimated  at  25,000,000  barrels,  with  a  possible,  though  as  vet  not 
probable  additional  extractable  quantity  of  4O,C00,00O  barrels.  The  title  Is 
largely  in  the  Government,  or  is  involved  In  suits  now  being  prosecuted.  In 
these  suits  over  lands  In  Reserve  No.  1,  the  decision  In  the  trial  courts  has 
been  with  the  Government  in  6,000  acres  of  the  10,000  acres  Involved  In  the 
railroad  suits,  and  160  acres  of  the  320  acres  Involved  lu  the  withdrawal  suits. 

Naval   Reserve   No.   3,   Wyoming — A   Storage   Reserve. 

Discussion,— (a)  The  basis  of  information  on  Reserve  No.  3  has  been  the 
various  reports  of  the  special  agents  of  the  General  Land  Office,  made  from 
field  examinations.  These  have  shown  that  while  the  reserve,  covering  what 
Is  called  locally  the  Teapot  dome,  and  embracing  9,320  acres.  Is  adjacent  to  the 
Salt  Creek  field,  the  most  prolific  oil  field  of  Wyoming,  prnctically  the  only 
evidence  of  value  as  to  whether  it  contains  a  dei)oslt  of  oil,  commercial  or 
otherwise,  is  that  of  structure;  the  existence  of  the  oil  is  not  yet  demonstrated 
by  the  drill,  though  infereiitlally  it  might  be  considered  to  exist. 

The  Salt  Creek  formations  traverse  the  Teapot  dome  without  question,  and 
there  are  those  who  assert  the  same  extend  to  the  important  Big  Muddy  field, 
80  miles  or  more  southeastward.  Whether  or  not  the  Wall  Creek  sands,  from 
which  the  Salt  Creek  field  derives  its  production,  contain  oil  In  commercial 
quantities  in  the  Teapot  dome  is  an  undemonstrated  proposition,  and  estimates 
of  large  reserves  of  oil  in  these  sands  at  that  point  must  be  scrutinized  with 
care. 

the  oil  sands. 

(&)  The  few  test  wells  drllletl  on  and  surrounding  the  Teapot  dome  have 
penetrated  only  an  upper-lyiny  oil  sand,  called  the  Shannon  sand  in  the  field 
adjacet  to  and  north  of  the  Salt  Creek  field.  Whether  or  not  this  discovery 
can  or  will  be  made  commercial  Is  uncertain ;  the  Wall  Crqek  sands  ordinarily 
lie  1,820  feet  deeper  than  the  Shannon  sand. 

extractable  contents. 

(c)  Various  computations  have  been  made  as  to  the  probable  recoverable 
oil  contents  of  the  reserve,  ranging  upward  to  30,000,000  barrels.  On  the  as- 
sumption that  the  recoverable  oil,  in  barrels  per  acre,  will  reach  0,000  barrels, 
and  assuming,  to  be  conservative,  that  the  productive  area  will  cover  1,000 
acres,  the  quantity  extractable  will  approximate  6,000,000  barrels.  This  arbi- 
trary basis,  6,0C0  barrels  per  acre  extractable,  is  assumed  for  the  reason  the 
preliminary  estimates  of  the  recoverable  oil  In  the  main  Salt  Creek  field  adja- 
cent have  been  12  000  to  15,000  barrels  r)er  acre.  It  Is  not  asserted  that  there 
may  not  exist  in  the  dome  more  than  6,000,030  barrels  recoverable;  it  is  sub- 
mitted that  there  are  not  data,  direct  or  Inferential,  on  which  to  base  larger 
estimates  conservatively.  The  said  figure  is  offered  as  a  minimum,  should  the 
simds  prove  to  be  oil-bearing;  the  quantity  may  reach  30.000,000  barrels  if  the 
productive  area  proves  larger  and  if  as  prolific  as  the  Salt  Creek  field. 

A    FEASIBLE    RESERVE. 

(d)  Since  there  are,  and  have  been,  no  commercial  operations,  beyond  the 
incomplete<l  test  wells,  on  the  reserve,  there  Is  no  question  as  to  the  feasibility 
of  conserving  the  supply.  The  operations  in  the  Salt  Creek  field,  adjacent, 
can  not.  It  is  believed,  aflfect  the  Teaix)t  dome  for  structural  reasons.  Settle- 
ments or  adjustments,  legal  or  othenvise,  with  the  claimants  of  the  lands 
will  be  necessary  or  desirable.  No  patented  lands,  aside  from  the  one-quarter 
section  of  State  school  land,  and  the  40  acres  agricultural  patent,  exist  on  the 
reserve. 

SUMMARY  RESERVE   NO.    3. 

To  summarize :  Reserve  No.  3  has  the  structural  conditions  to  afford  a  prac- 
tical natural  storage  reserve.  It  Is  of  incompletely  demonstrated  value  only, 
and  has  an  assumed  minimum  extractable  quantity  of  good  refining  oil  of 
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6,000,000  barrels,  and  u  posfdble  mHxinuini  quantity  of  80,000,000  barrels.  Tlw 
lands  are  unpatented,  are  covered  with  placer  mineral  locations,  some  of  earlj 
date,  and  it  is  not  known  to  what  extent  these  titles  can  be  asserted  against 
the  Government    No  suits  have  been  flle<l. 

J  .H.  G.  Wolf. 


COMMm^E  ON  THE  PUBLIC  LaND8, 

House  or  Representatives, 

Tuesday^  March  5, 1918. 

The  committee  met  at  10  o'clock  a.  m.,  Hon.  Scott  Ferris  (chair- 
man) presiding. 

STATEMENT  OF  HON.  CLAT  TALLMAN,  COHMISSIONEE  aEHEKAL 

LAND  OFFICE. 

The  Chairman.  Mr.  Commissioner,  will  you  give  us  your  views 
on  the  pending  oil  bill,  H.  R.  3232,  and  any  amendments  or  sug- 
gestions or  any  views  you  may  have  on  the  subject? 

Mr.  Tallman.  I  have  nothing  to  urge  on  the  legislation,  Mr. 
Chairman,  ont  way  or  the  other  at  present.  I  have  expressed  myself 
repeatedly  on  this  legislation  before  committees,  both  before  this 
committee  and  the  Senate  committee,  and  also  a  joint  committee.  I 
doubt  very  much  if  there  is  anything  I  can  add  to  what  I  have  al- 
ready said  so  far  as  the  general  tenor  and  effect  of  the  legislation  is 
concerned.  Moreover,  I  understand  the  Secretary  has  reported 
fully  on  the  subject. 

I  got  the  impression  from  some  things  that  were  told  me  that 
possiWy  there  was  testimony  put  in  the  other  day  that  would  make 
it  desirable  on  the  part  of  your  committee  to  ask  me  some  questions. 
If  that  is  the  case  I  will  be  glad  to  clear  up  anything  I  can  or  any- 
thing that  is  left  uncertain  or  unsatisfactory  relative  to  our  action 
on  any  case  or  on  all  cases. 

The  Chairman.  Mr.  Commissioner,  at  the  opening  of  this  hear- 
m%  I  issued  a  letter  as  the  chairman  of  this  committee  to  the  In- 
terior Department,  to  the  Department  of  Justice,  and  the  Navy 
Department,  inviting  all  of  them  to  come  here  and  present  any 
matters  they  had  in  mind,  either  in  behalf  of  or  agaiast  any  feature 
of  this  bill,  thinking  that  your  department,  of  course,  which  is 
the  administrative  department,  had  this  great  estate  in  the  west  to 
administer;  the  Department  of  Justice  had  the  matter  of  lawsuits 
out  there  which  gave  them  an  interest  sufficient  to  bring  them  here; 
and  the  Navy  Department  feeling  a  keen  interest  and  bemg  solicitous 
about  the  supply  of  oil  for  the  Navy,  and  there  being  some  three  or 
four  or  more  naval  reserves  involved,  gave  them  a  sufficient  interest 
to  bring  them  here,  and  the  committee  has  been  for  more  than  four 
weeks  hearing  various  witnesses.  The  greater  portion  of  the  time 
was  taken  up  by  men  who  had  views  on  the  legislation  due  to  a 
vital,  pecuniary  interest  which  they  had  on  account  of  their  claims 
out  there.  The  first  three  weeks  of  the  hearing  were  devoted  largely 
to  them.  The  last  week  hav  been  devoted  largely  to  the  Department 
of  Justice  and  the  Navy  Department.     During  the  course  of  the 

Kresentation  of  the  Department  of  Justice,  presented  by  Mr.  F.  J- 
learful,  of  the  Department  of  Justice — I  have  not  his  testimony 
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before  me,  but  I  still  have  it  in  mind — there  were  some  things  said 
here  regarding  the  administration  of  the  so-called  temporary  relief 
bill,  and  if  you  have  not  had  a  chance  to  look  at  that,  I  think  you 
ought  to  look  at  it,  and  I  think  you  ought  to  make  at  statement  to 
the  committee  as  to  what  transpired.  The  commitee  took  neither 
fright  nor  undue  alarm  at  what  was  said,  but  it  was  quite  an  amaz- 
ing thig  that  was  said  here,  and  I  think  in  deference  to  the  com- 
mittee and  in  deference  to  the  Interior  Department,  which  has  always 
had  a  very  warm  place  in  the  heart  of  this  committee  from  top  to 
bottom,  as  you  well  know,  you  should  say  a  few  rods  about  that. 
If  you  have  not  had  a  chance  to  glance  at  the  testimony  of  Mr.  Kear- 
f  ul,  I  think  you  had  better  do  so.  I  have  not  had  a  chance  to  talk 
with  you  about  it. 

Mr.  Tallman.  I  have  been  told  about  it. 

The  Chairman.  I  have  not  even  had  a  chance  to  talk  with  Mr. 
Finney  about  it ;  but  he  was  here,  however,  when  the  thing  occurred, 
and,  of  course,  Mr.  Finney  no  doubt  has  been  able  to  tell  you  ana 
explain  to  you  what  the  situation  is. 

Mr.  Tallman.  I  think  I  understand  in  a  general  way  the  purport 
of  what  was  said,  and  it  is  not  particularly  different  from  what  has 
been  urged  from  time  to  time  heretofore  and  what  has  been  fully 
covered  bv  correspondence  between  our  department  and  the  Depart- 
ment of  Justice. 

In  the  first  place,  the  act  of  August  25, 1914 

The  Chairman  (interrupting).  That  is  the  so-called  temporary 
relief  bill. 

Mr.  Tallman.  Yes;  the  temporary  relief  measure  authorizes  the 
Secretary  of  the  Interior  to  make  a  contract  with  the  oil  operator. 
This  was  an  amendment  to  another  act,  and  section  2  of  the  act  is 
the  one  which  is  applicable  here  and  reads  as  follows : 

Sec.  2.  That  where  applications  for  patents  have  been  or  may  hereafter  be 
offered  for  any  oil  or  gas  land  Included  in  an  order  of  withdrawal  upon  which 
oil  or  gas  has  heretofore  been  discovered,  or  is  being  pro<luced,  or  upon  which 
drilling  operations  were  in  actual  progress  on  October  3,  1910,  and  oil  or  gas  is 
thereafter  discovered  thereon,  and  where  there  has  been  no  final  determination 
by  the  Secretary  of  the  Interior  upon  such  applications  for  patent  said  Secre- 
tary, in  his  discretion,  may  enter  into  agreements,  under  such  conditions  as  he 
may  prescribe  with  such  applicants  for  patents  in  possession  of  such  land  or 
any  portions  thereof,  relative  to  the  disposition  of  the  oil  or  gas  produced  there- 
from or  the  proceeds  thereof,  pending  final  determination  of  the  title  thereto 
by  the  Secretary  of  the  Interior,  or  such  other  disposition  of  the  same  as  may 
be  authorized  by  law.  Any  money  which  may  accrue  to  the  United  States 
under  the  provisions  of  this  act  from  lands  within  the  naval  petroleum  reserves 
shall  be  set  aside  for  the  needs  of  the  Navy  and  deposited  in  the  Treasury  to 
the  credit  of  a  fund  to  be  known  as  the  naval  petroleum  fund,  which  fund 
shall  be  applied  to  the  needs  of  the  Navy  as  Congress  may  from  time  to  time 
direct,  by  appropriation  or  otherwise. 

You  will  notice  from  the  reading  of  that  act  that  aside  from  con- 
ditions defining  the  classes  of  people  who  may  be  entitled  to  that 
relief  the  act  is  very  general  and  gives  the  Secretary  wide  latitude 
and  authority  within  whicli  to  make  such  contracts.  ' 

After  the  act  was  passed,  we  gave  much  consideration  to  the  basis 
on  which  such  contracts  should  be  made,  whether  they  should  be 
made  on  the  basis  of  an  innocent  trespasser  or  a  willful  trespasser, 
or,  in  effect,  on  a  royalty  basis,  or  somewhere  in  between  those  two 

47476—18 ^74 
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fulflllment  of  his  said  contract  witb  the  owner  thereof,  nnd  tn  January,  1910.  \' 
made  a  valuable  discovery  of  oil  therein,  indicating  thereby  to  his  satisfatn: . 
the  oil-bearing  character  of  the  27  quarter  sections  of  public  land  of  whidi . 
continued  to  hold  unlawful  possession.  After  said  discovery  on  section  10.  r. 
not  t)efore.  Matson  and  his  assignees  hereinafter  named  began  preparati<^i' 
to  drill  walls  on  said  27  quarter  sections,  and  thereafter  the  actual  workr' 
drilling  was  begun  thereon,  as  follows: 

(1)  February  14.  1910.  on  the  NW.  of  14. 

(2)  March  1,  1910.  on  the  SE.  of  4. 

(3)  March  29,  1910,  on  the  SW.  of  24. 

(4)  May  17.  1910,  on  the  NE.  of  14. 

(5)  May  23,  1910,  on  the  NW.  of  12. 

(6)  May  22.  1910,  on  the  NW.  of  8. 

(7)  June  14.  1910,  on  the  NW.  of  26. 

(8)  June  14.  1910,  on  the  SW.  of  26. 

(9)  June  16,  1910,  on  the  SE.  of  26. 

(10)  June  18.  1910,  on  the  NE.  of  2a 

(11)  July  11.  1910,  on  the  SB.  of  14. 

(12)  July  29,  1910,  on  the  SW.  of  8. 

(13)  August  11,  1910,  on  the  NE.  of  2. 

(14)  August  23,  1910,  on  the  SW.  of  4. 

(15)  September  9,  1910.  on  the  SW.  of  14. 

(16)  September  23.  1910,  on  the  NE.  of  3. 

(17)  September  28.  1910,  on  the  NE.  of  4. 

(18)  September  30,  1910,  on  the  SW.  of  12. 

(19)  October  15,  1910,  on  the  SB.  of  3, 

(20)  October  30.  1910.  on  the  SE.  of  8. 

(21)  November  11.  1910,  on  tlie  NW.  of  4. 

(22)  November  13.  1910,  on  the  SE.  of  12. 

(23)  November  26.  1910,  on  the  NW.  of  2. 

(24)  December  11,  1910,  on  the  NW.  of  24. 

(25)  February  1,  1911.  on  the  NE.  of  12. 

(26)  February  7.  1911,  on  the  NE.  of  24. 

(27)  March  7.  1911,  on  the  SE.  of  24. 

VI.  On  February  10,  1910,  the  said  William  Matson  executed  and  deliver?. 
an  instrument  in  writing  purporting  to  sell,  assign,  and  convey  all  his  rid- 
title,  and  Interest  in  and  to  the  13  quarter  sections  of  public  land  describetl  ^ 
the  caption  and  the  contract  with  McKeynolds  shown  in  Paragraph  IV  to  rl- 
Lakevlew  Oil  Co.  of  Midway,  a  corporation  of  California ;  and  on  April  5 
1910.  the  Lakevlew  Oil  CJo.  of  Midway  executed  and  delivered  certain  inst:- 
monts  In  writing  purporting  to  sell,  assign,  and  transfer  all  Its  Interest  in  t 
said  McReynolds  contract  and  in  the  said  13  quarter  sections  to  the  claims:' 
Honolulu  Consolidated  Oil  Co.  Subsequently  all  of  the  said  pretended  locar^ 
executed  and  delivered  to  the  claimant  Honolulu  Consolidated  Oil  Co.  qui' 
claim  deeds  purporting  to  con^'ey  to  it  all  their  right,  title,  and  Interest  in  ti' 
to  each  and  all  of  said  13  quarter  sections. 

The  liakevlew  Oil  Co.  of  Midway  was  incorporated  June  25,  1909,  and  ^^ 
claimant  Honolulu  Consolid.ited  Oil  Co.  was  Incorporated  AfMrfl  16.  1910,  ^ 
successor  to  the  Lakevlew  Oil  Co.  of  Midway.  The  said  William  Matson  caasp- 
the  incorporation  of  both  of  said  companies  for  the  puii)ose  of  taking,  holdiK 
and  operating  the  lands  described  in  the  caption,  together  with  otlier  la2«^ 
held  or  claimed  by  Matson,  and  ever  since  their  Incorporation  and  until  tl:- 
death  of  the  said  Matson,  which  occurred  October  11,  1917,  he  has  been  tb 
principal  stockholder  of  both  said  companies,  and  they  have  been  at  all  tinse 
and  until  the  death  of  said  Matson  under  his  absolute  control  and  managemei' 

VII.  On  and  prior  to  April  30,  1915,  the  claimant  Honolulu  Consolidated  ^■ 
Co.,  through  its  agent  and  attorney  in  fact  the  said  William  Matson,  maile  r- 
plication  to  the  register  and  receiver  of  the  United  States  local  land  office : 
Vlsalia,  Cal.,  for  a  patent  under  the  public  mineral  land  laws  to  each  of  >' 
13  quarter  sections,  founding  Its  claim  upon  the  pretended  locations  sho\m 
Paragraph  IV,  and  as  successor  in  interest  to  said  pretended  locators.    In  e»-' 
of  said  applications  for  patent  it  was  falsely  and  fraudulently  representeil  ^ 
the  said  Matson  under  oath,  in  substance,  that  said  locators  and  the  clalni 
as  their  successor  in  interest,  early  in  the  year  1909.  commenced  the  wort 
preparation  for  drilling  on  each  of  said  13  quarter  sections,  and  continued  s:^ 
work  diligently  and  continuously  until  the  date  when  actual  drilling  on  &" 
of  said  quarter  sections  was  commenced ;  and  in  an  affidavit  filed  by  said  Matsc 
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3.  That  oil  or  gas  was  discovered  or  was  being  produced  upon  the  lands  cov- 
ered by  this  application  on  or  before  August  25, 1914,  or  drilling  operations  were 
In  actual  progress  on  October  3,  1910. 

4.  That,  so  far  as  known  to  applicant,  the  following-enumerated  persons  or 
corporations  are  the  only  ones  claiming  any  right,  title,  or  interest  in  and  to 
said  lands  or  any  portion  thereof,  or  to  the  oil  or  gas  produced  therefrom,  and 
tlieir  respective  interests  are  herein  set  forth. 

(Name) ,  (Interest) . 

5.  That  the  number  of  wells  being  operated  on  the  land  covered  by  this  ap- 
plication for  an  agreement  or  contract  is  ,  and  the  approximate  daily 

gross  production  of  each  well  at  the  present  time  is  as  follows : . 

C  That  contracts  for  the  sale  and  purchase  of  the  oil  and  gas  products  arising 
from  the  operations  to  be  carried  on  under  the  agreement  herein  applied  for, 
on  the  lands  covered  thereby,  have  been  entered  into  with  the  following  and 

no  others : .    Duly  authenticated  copy  of  each  of  said  contracts  is  hereto 

attached  and  made  a  part  of  this  application. 

7.  That  the  portion  of  the  gross  proceeds  arising  from  the  sale  of  the  oil 
antl  gas  which  is  to  be  placed  In  escrow  during  the  life  of  the  contract  or 

agreement  herein  applied  for  will  be  deposited  in  the Bank.    There  is 

hereto  attached  a  statement  by  the of  said  bank,  which  sets  forth  the 

rate  of  interest  to  be  allowed  on  said  escrow  deposit  and  the  method  by  which 
said  interest  is  to  be  computed. 

8.  That  there  are  hereto  attached  duly  executed  waivers  by  each  and  every 
one  of  the  parties  claiming  an  interest  as  specified  in  paragraph  4,  releasing 
the  United  States  from  any  claim  or  demand  whatsoever  arising  from  the 
execution  of  this  agreement  by  the  Secretary  of  the  Interior. 

(Name  of  applicant.) 


(Address.) 
(Corporate  seal  if  corporation  be  the  applicant.) 


being  first  duly  sworn,  deposes  and  says  he  is  the named  in  the 

foregoing  application;  that  he  has  read  the  foregoing  application  and  knows 
the  contents  thereof ;  and  that  the  facts  therein  stated  are  true  according  to  the 
best  of  his  knowledge,  information,  and  belief. 


Subscribed  and  sworn  to  before  me  this  —  day  of . 

,  Notary  Public. 

II7STBUCTI0NS. 

1.  This  application  can  be  made  and  the  contract  executed  only  by  an  ap- 
plicant for  mineral  patent  for  oil  or  gas  lands  embraced  in  an  order  of  with- 
drawal. 

2.  The  application  and  the  contract  must  be  executed  fh  triplicate  and  filed  in 
the  local  land  office  in  the  district  in  which  the  lands  are  situated.  One  set  only 
of  the  exhibits  accompanying  the  application  need  be  authenticated,  but  the 
others  must  be  true  copies. 

3.  In  the  option  of  the  applicant,  the  application  and  contract  may  cover  all 
the  land  embraced  in  the  application  for  patent  or  one  or  more  legal  subdivisions 
thereof. 

4.  The  form  of  waiver  provided  for  in  section  8  of  the  application  must  be 
absolute  and  unconditional,  and  if  by  a  corporation,  proper  evidence  of  authority 
for  the  execution  of  such  instrument  must  be  attached. 

5.  Immediately  upon  filing  of  the  application  and  contract,  properly  executed, 
the  register  and  receiver  will  assign  to  them  the  same  serial  number  that  the 
application  for  patent  bears  and  will  forthwith  transmit  them  by  special  letter 
to  the  Commissioner  of  the  General  Land  Office. 

AGBEEMENT. 

[Under  act  of  AugQBt  25,  1914  (Public.  No.  187),  for  disposition  of  oil  and  gas  prodncta 

pending  determination  of  proceedings  for  patent.] 

This  agreement  made  and  entered  Into  by  and  between  the  Secretary  of  the 
Interior,  acting  for  and  in  behalf  of  the  United  States,  party  of  the  first  part, 
and ,  hereinafter  called  the  applicant,  party  of  the  second  part: 

Wltnesseth,  That  for  and  in  consideration  of  the  attached  application  and  of 
the  mutual  covenants  and  agreements  hereinafter  provided,  and  the  rights 
and  privileges  hereby  granted,  the  parties  hereto  agree  as  follows : 
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1.  That  this  agreement  is  made  on  the  basis  of  the  statements  and  repr&%ii- 
tations  made  by  the  applicant  in  the  attached  application,  which  statements 
and  representations  the  applicant  warrants  to  be  true  and  correct;  It  bein^ 
further  agreed  that  in  case  such  statements  and  representations  shall  be  found 
by  the  Secretary  of  the  Interior  to  be  untrue  or  incorrect  in  any  material  re- 
spect, such  finding  shall  render  this  agreement  subject  to  cancellation  by  said 
Secretary  at  his  option  and  on  notice  to  the  party  of  the  second  part 

2.  That  commencing  on  the  date  of  this  agreement  and  continuing  for  the 
perio<l  pending  the  determination  by  the  Secretary  of  the  Interior  of  the  title 
to  the  land  embraced  in  the  attached  application,  or  such  other  disposition  of 
the  same  as  may  be  authorized  by  law,  under  the  rules,  regulations,  anil  prne- 
tlce  of  the  Land  Department  of  the  United  States,  said  applicant  and  all  i>er- 
sons  claiming  by,  through,  or  under  him,  as  indicated  in  the  attached  applica- 
tion, shall  be  authorized  to  work  and  operate  in  and  upon  said  lands  for  the 
production  of  oil  and  gas  therefrom  in  the  manner  and  on  the  terms  and  condi- 
tions herein  provided,  and  not  otherwise:  Provided^  That  no  additional  wells 
shall  be  drilled  upon  the  premises  covered  by  this  contract  unless  permission 
therefor  has  tirpt  been  obtained  from  the  Secretary  of  the  Interior. 

3.  That  the  applicant  shall  conduct  all  drilling,  pumping,  and  other  operations 
for  the  production,  storage,  and  sale  of  the  oil  and  gas  products  from  said  laud 
In  workmanlike  manner  in  accordance  with  approved  practices  and  methods  of 
operation  for  the  prevention  of  waste  or  damage  to  sand  lands,  or  to  other 
lands,  for  oil  and  gas  producing  purposes ;  and  to  this  end  applicant  agrees  to 
comply  promptly  and  at  his  owti  expense  with  all  reasonable  rules,  regulations, 
and  requirements  of  the  said  Secretary  of  the  Interior,  his  duly  authorized 
agents  and  representatives,  for  the  prevention  of  damage  and  waste  as  afore- 
said. 

4.  That  all  of  the  oil  and  gas  products  of  a  marketable  character  arising  from 
the  operations  provided  for  in  the  last  preceding  paragraph  shall  be  sold  and 
disposed  of  in  accordance  with  the  contract  or  contracts  for  the  sale  and  pur- 
chase  of  such  products  submitted  with  and  as  a  part  of  the  attached  applica- 
tion, or  such  other  contract  or  contracts  as  may  hereafter  be  entered  into  with 
the  approvel  of  the  Secretary  of  the  Interior. 

5.  That  one-eighth  of  the  gross  proceeds  arising  from  the  sale  of  such  oil  and 
gas  products,  as  provided  in  the  preceding  paragraph,  shall  be  deposited  by  the 
purchaser  or  purchasers  thereof  in  the  national  bank  designated  in  said  appli- 
cation, to  be  held  by  said  bank  in  escrow,  as  in  this  contract  provided,  such  pay- 
ments to  be  made  monthly  on  or  before  the  tenth  day  of  each  month  for  all  oil 
-and  gas  sold  during  the  preceding  month;  the  balance  (seven-eighths  of  such 
gross  proceeils)  shall  be  paid  to  the  party  or  parties  entitled  thereto.  Full  and 
detailed  statements  of  accounts  of  sales  and  purchases,  as  aforesaid,  shall  be 
made  by  said  purchaser  in  triplicate,  one  to  accompany  the  payment  to  said 
bank,  one  to  the  chief  of  Field  Division  of  the  General  Land  Office,  In  whose 
division  said  land  is  situated,  and  one  to  the  party  of  the  second  part. 

6.  That  said  portion  of  the  gross  proceeds  to  be  deposited  In  said  bank  in 
escrow  as  provided  in  the  last  preceding  paragraph  shall  be  subject  to  change 
by  the  Secretary  of  the  Interior  at  any  time  on  30  days'  notice :  Provided^  That 
in  case  such  portion  shall  be  increased,  it  shall  be  optional  with  the  second 
party  to  continue  under  this  agreement:  Provided  further.  That  notice  to  dis- 
continue operations  hereunder  shall  be  filed  in  the  proper  United  States  land 
office  within  10  days  after  the  receipt  of  notice  of  such  increased  amount  to  be 

deposite<l  in  escrow.  ^       ^  ^    ^        ,    ^ 

7.  That  all  Interest  accruing  on  the  portion  of  such  gross  proceeds  deposited 
in  said  bank  in  escrow  as  aforesaid  shall  be  added  to  the  principal  at  regular 
intervals  in  accordance  with  the  previous  understanding  with  said  bank,  as 
indicated  in  the  attached  application ;  that  in  case  the  Land  Department  of  the 
Unite<l  States  shall  finally  determine  that  imder  the  law,  rules,  and  regulations 
controlling  the  granting  of  patents  to  mineral  lands  said  second  party  is  en- 
titled to  a  patent  to  the  land  and  premises  described  and  applied  for  in  said 
mineral  application,  and  embraced  by  this  contract,  then  and  in  that  case,  on 
the  issuance  of  said  patent,  the  Secretary  of  the  Interior  shall  so  certify  to 
said  bank,  whereupon  said  bank  shall  be  authorized  and  deemed  instructed  by 
tlie  parties  hereto  to  pay  over  all  moneys  deposited  therein  under  the  terms 
hereof,  with  accumulated  Interest,  to  the  second  party;  but  in  case  the  l^nd 
I>epartment  of  the  United  States  shall  finally  determine,  in  accordance  with  the 
law,  its  rules,  regulations,  and  practice,  that  the  second  party  is  not  entitled  to 
INitent  for  the  lands  and  premises  embraced  in  this  agreement,  and  same  shall 
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be  finally  rejected,  then,  on  receipt  of  the  certificate  of  the  Secretary  of  the 
Interior  to  that  effect,  said  bank  shall  be  authorized,  and  it  shall  be  deemed  to 
be  Instructed  by  the  parties  hereto,  to  pay  over  all  of  said  payments  and  ac- 
crued Interest  to  the  Treasurer  of  the  United  States,  whereupon  all  and  every 
claim,  right,  title,  or  interest  in  said  funds  and  accumulated  interest,  either  on 
the  part  of  the  second  party  or  any  person  claiming  by,  through,  or  under  him, 
shall  cease  and  terminate.  In  either  of  the  cases  above  described  operations 
under  this  contract  shall  cease  and  terminate  on  the  issuance  of  the  certificate 
of  the  Secretary  of  the  Interior  as  aforesaid;  but  in  case  this  contract  shall, 
under  any  of  the  provisions  hereof,  be  canceled  prior  to  the  final  determination 
of  the  matter  of  said  application  for  patent,  any  moneys  theretofore  deposited 
in  escrow  shall  nevertheless  remain  so  deposited  until  said  application  for  pat- 
ent shall  be  finally  approved  or  rejected. 

8.  That  in  case  a  portion  of  the  land  embraced  in  this  agreement  shall  be 
finally  patented  to  applicant,  and  patent  shall  be  denied  for  the  remainder 
thereof,  then  such  escrow  deposits  and  accumulated  Interest  hereinabove  pro- 
vided for  shall  be  paid  to  the  applicant  and  to  the  Treasurer  of  the  United 
States  in  such  proportion  as  the  area  patented  shall  beiir  to  the  area  for  which 
patent  shall  be  denied,  as  shown  to  said  bank  by  the  certificate  of  the  Secretary 
of  the  Interior. 

9.  That  the  said  purchaser  of  the  oil  and  gas  products  and  the  said  bank  shall 
be  furnished  with  copies  hereof  by  the  party  of  the  first  part,  and  same  shall 
be  deemed  and  constitute  joint  instructions  to  them,  respectively,  in  so  far  as 
applicable. 

10.  That  all  the  workings,  operations,  premises,  equipment,  books,  and  records 
of  the  second  party,  or  any  person  claiming  by,  through,  or  under  him,  pertain- 
ing to.  or  included  in,  the  subject-matter  of  this  agreement,  shall,  at  all  times, 
be  subject  to  Inspect'on  by  the  authorized  representatives  of  the  Department  of 
the  Interior,  and  such  books,  records,  and  accounts  shall  be  kept  and  such 
reports  made  as  the  first  party  by  the  Secretary  of  the  Interior  or  his  au- 
thorized representatives  shall,  from  time  to  time,  direct. 

11.  Such  deposits  in  escrow  when  paid  over  to  the  Treasurer  of  the  United 
States  as  herein  pro\ided  shall  be  and  constitute  full  and  complete  payment, 
accord,  and  satisfaction  of  all  claims  of  the  United  States  for  trespass  for  any 
and  all  oil  and  gas  removed  from  said  premises  during  the  period  of,  and  under 
and  subject  to,  this  agreement,  as  against  the  applicant,  producer,  or  pur- 
chaser of  such  oil  or  gas  products  who  shall  have.  In  good  faith  and  without 
collusion,  done  and  performed  each  and  every  act  herein  required  to  be  per- 
formed by  him  or  It  strictly  In  accordance  with  this  agreement,  even  though 
said  application  for  patent  shall  be  denied. 

12.  That  this  contract  shall  be  binding  on  the  heirs,  assigns,  and  legal  repre- 
sentatives of  the  second  party  hereto. 

13.  That  In  no  case  and  under  no  circumstances  or  conditions  shall  the  United 
States  become  liable  to  any  person  whatsoever  under  or  by  reason  of  this 
contract  or  any  of  its  provisions. 

14.  That  failure  or  default  on  the  part  of  the  second  party  to  comply 
strictly  with  the  terms  hereof  shall  render  this  contract  subject  to  cancella- 
tion by  the  Secretary  of  the  Interior  at  his  option  Immediately  on  notice 
of  such  cancellation  to  the  second  party,  and  the  decision  of  the  said  Secretary 
shall  be  final  on  the  question  of  the  existence  of  such  failure  or  default. 

14a.  This  contract  may  be  terminated  by  the  party  of  the  first  part  at  any 
time  upon  such  notice  as  he  may  at  such  time  determine  to  give  If  said  Secre- 
tary shall  be  of  the  op'nlon  that  the  said  application  for  patent  Is  not  being 
prosecuted  with  reasonable  diligence;  and  inasmuch  as  republication  of  notice 
of  the  pendency  of  said  application  may  be  made,  and  upon  such  republication 
adverse  claims  may  be  asserted,  then,  and  in  that  event,  said  Secretary,  at  his 
option  and  on  such  notice  as  he  may  desire  to  give,  may  terminate  this 
agreement* 

15.  That  no  Member  of  or  Delegate  to  Congress,  or  Resident  Commissioner, 
or  officer  or  employee  of  the  Department  of  the  Interior,  is  or  shall  be  admitted 
to  any  share  or  part  in  this  agreement,  or  derive  any  benefit  which  may  arise 
therefrom,  and  the  provisions  of  section  3741  of  the  Revised  Statutes  of  the 
United  States,  and  sections  114,  115,  and  116  of  the  Codification  of  the  Penal 
Laws  of  the  United  States,  approved  March  4,  1909  (35  Stat.,  1109),  relating  to 


*  Thi0  paragraph  inserted  in  some  of  the  contracts  where  adverse  claims  are  pending. 
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contrncts,  enter  into  and  form  a  part  of  this  agreement,  so  far  as  the  same  may 
be  applicable. 

In  witness  whereof  the  said  parties  hereto  have  caused  the  execution  of  these 
presents  by  themselves  or  by  their  duly  authorized  officers,  agents,  or  rei*re- 
sentatives,  as  of  the day  of ,  191 — . 


Secretary  of  the  Interior. 

ACKNOWLEDGMENT  OF  INDIVIDUAI,. 


State  of 


County  of ,  ss: 

Before  me,  a  notary  public,  in  and  for  said  county  and  State,  on  this 


day  of ,  191 — ,  personally  appeared ,  to  me  known  to  be  the  Identi- 
cal person  who  executed  the  within  and  foregoing  instrument,  and  acknowl- 
edged to  me  that execute<l  the  same  as free  and  voluntary  act 

and  deed  for  the  uses  and  purposes  therein  set  forth. 


Notary  Public. 
(My  commission  expires .) 

acknowledgment  of  corpobation. 

State  of , 

County  of ,  ss: 

On  this day  of ,  A.  D.  191 — ,  before  me»  a  ,  within  and 

for  the and aforesaid,  personally  appeared and ,  to 

me  personally  known  who,  being  by  me  duly  sworn,  did  each  say  that is 

the president  and Is  the secretary  of ,  a  corporation, 

and  that  the  seal  affixed  to  the  foregoing  and  annexed  instrument  is  the  cor- 
porate seal  of  said  corporation,  and  that  said  instrument  was  signed  and  sealed 
in  behalf  of  said  corporation  by  authority  of  Its  board  of  directors ;  and  said 

and duly  acknowledged  that  they  each  had  in  their  said  official 

capncltles  executed  the  foregoing  instrument  as  the  act  and  deed  of  the  said 
company  for  the  cons'derotton  and  purposes  therein  mentioned  and  sot  forth. 

Witness  my  hand  and  official  seal  this day  of ,  191 — . 


(My  commission  expires .) 

In  the  so-called  "  bond  "  contracts  the  following  sections  are  substituted  for 
portions  of  the  regular  form  of  agreement : 

In  lieu  of  paragraph  7  of  application  for  agreement,  a  statement  as  to  kind 
of  well,  necessity  for  continued  production  to  avoid  injury  to  land  and  well; 
statement  as  to  method  of  accounting  for  production;  and  -that  this  applica- 
tion for  contract  is  made  "  to  save  and  protect  any  claim  or  interest  of  the 
United  States  In  said  oil,  which  may  or  might  accrue  In  case  the  United  States 
should  be  finally  held  to  be  the  owner  of  the  premises  In  question  and  the  ssid 
applicants  to  be  trespassers  thereon,  either  for  any  oil  produced  prior  hereto, 
or  hereafter,  pursuant  to  said  contract  applied  for." 

An  addition  to  paragraph  1  of  the  regular  form  of  agreement :  "  Provided^ 
however,  that  cancellation  shall  not  operate  to  destroy  any  liability  theretofore 
accrued." 

In  lieu  of  sections  5  to  9,  inclusive,  of  regular  form  of  agreement: 

5.  That  on  or  before  the  tenth  day  of  each  month  the  applicants  will  file  or 
cause  to  be  filed  with  the  Commissioner  of  the  General  Land  Office  a  statement 
showing  the  production  of  oil  from  said  land  during  the  preceding  month  and 

the  value  thereof  compute<l  on  the  price  fixed  by  the  contract  with ,  filed 

with  the  application  for  this  agreement,  less per  barrel  as  the  agreed 

cost  of  production  of  said  oil ;  in  case  gas  shall  be  sold  from  said  lands  the 
statement  shall  also  show  the  amount  thereof  produced  during  the  preceding 
month  and  the  amount  of  money  paid  therefor  to  the  applicants,  their  grantors 
or  assignees. 

6.  That  In  case  the  Land  Department  of  the  United  States  shall  finally 
determine  that  under  the  law,  rules,  and  regulations  controlling  the  granting 
of  patents  to  mineral  lands  the  applicants  are  entitled  to  a  patent  for  said  land 
described  and  applied  for  in  said  mineral  application  and  embraced  by  this 
contract,  then  and  in  that  case,  on  the  Issuance  of  said  patent  this  contract  and 
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ill  the  requirements  thereof,  and  all  obligations  which  otherwise  would  have 
Lccrued  thereunder,  shall  cease  and  determine. 

7.  That  in  case  it  shall  be  finally  determined  by  the  Land  Department  of  the 
Jnited  States  that  neither  the  said  applicants  for  patent  nor  any  present  exlst- 
ng  adverse  claimant  is  entitled  to  patent  for  the  land  and  premises  embraced 
n  this  agreement,  and  the  application  shall  be  finally  rejected,  then,  and  in  that 
^vent,  within  30  days  after  the  damages  which  the  United  States  is  entitled  to 
•eceive  or  collect  shall  have  been  fixed  by  law,  agreement,  or  by  final  Judgment 
filtered  by  a  court  having  jurisdiction,  the  applicants  will  pay  to  the  United 
5t«tes  the  full  amount  of  said  damages  so  agreed  upon  or  determined,  together 
ivith   interest  and  costs.     It  is  expressly  agreed,  however,  that  said  damages 

shall  in  no  event  exceed  the  amount  fixed  by  said  contract  with as  to 

the  price  to  be  paid  for  oil  delivered  under  said  contract  as  of  the  end  of  the 
nonth  of  production,  less per  barrel  hereby  allowed  for  cost  of  produc- 
tion, except  that  In  event  the  contract  price  for  any  month  shall  be  less  than 

per  barrel,  the  contract  price  for  that  mouth  shall  be  deemed  to  be 

per  barrel ;  and  for  any  gas  produced  and  sold  the  damages  shall  not 

exceed  the  net  amount  received  therefor  by  the  applicants,  and  that  said 
amounts  are  not  agreed  upon  as  liquidated  damages  or  royalty,  but  only  as  the 
maximum  amounts  for  which  the  applicants  shall  in  any  event  be  liable  to  the 
United  States  on  account  of  oil  or  gas  produced  during  the  period  mentioned. 
It  is  expressly  understood  and  agreed  that  the  proceedings  In  and  determina- 
tion by  the  court  of  competent  jurisdiction  herein  referred  to  shall  relate  only 
to  the  determination  of  damages,  and  that  the  determination  by  the  Depart- 
ment of  the  Interior  of  questions  of  law  and  fact  relating  to  title  shall  be 
deemed  conclusive. 

8.  That  in  case  a  portion  of  the  land  embraced  in  this  agreement  shall  be 
finally  patented  to  the  applicants  for  patent  or  to  any  present  existing  adverse 
claimant,  and  the  patent  shall  be  denied  for  the  remainder  thereof,  then  the 
said  applicants  shall,  within  the  time  fixed  in  the  preceding  paragraph,  pay 
to  the  Treasurer  of  the  United  States  such  proportion  of  the  sum  required  to 
be  paid  in  the  last  preceiling  paragraph  as  the  area  of  the  land  for  which 
patent  shall  be  denied  shall  bear  to  the  area  patented. 

An  addition  to  paragraph  14:  '^Provided,  That  such  cancellation  shall  not 
oi)erate  to  discharge  any  accrued  liability.** 

An  additional  paragraph  to  be  Inserted  after  paragraph  14  of  the  regular 
form : 

15.  That  the  applicants  will  furnish  a  surety  bond  executed  by  a  surety 
company  approved  by  the  Treasury  Department  of  the  United  States  in  the 
penal  sum  of  dollars,  conditioned  upon  the  faithful  performance  of  this  con- 
tract and  each  and  every  provision  thereof  by  the  applicants;  and  the  appli- 
cants further  agree  to  furnish  additional  surety  bonds  in  such  penal  sums  as 
may  be  necessary  whenever,  under  the  terms  hereof,  the  penal  sum  in  said 
l)ond  at>ove  provided  for  shall  be  less  than  the  maximum  liability  of  the 
applicants  under  the  terms  of  this  contract. 

Mr.  Tallman.  The  contract  provides  that  operations  shall  be  con- 
ducted in  accordance  with  instructions  from  the  Secretary  of  the 
Interior;  that  so  long  as  they  are  conducted  in  that  manner  the 
oil  may  be  sold  and  disposed  of  under  the  contract  which  the  seller 
has  already  submitted  for  the  approval  of  the  Secretary  as  a  part  of 
his  application;  and  that  a  portion  of  the  proceeds,  usually  one- 
eighth — in  a  great  majority  of  the  contracts  it  is  one-eighth — shall 
be  deposited  in  a  national  bank  to  be  agreed  upon;  such  escrow  de- 
posits, after  final  determination  of  the  title,  to  be  paid  over  either 
to  the  Government  or  to  the  other  parties  entitled  thereto,  depending 
on  the  outcome  of  the  proceedings. 

There  was  great  demand  to  make  these  contracts  by  some  parties. 
We  were  anxious  to  facilitate  the  work,  and  we  decided  to  make 
them  all  on  the  one-eighth  basis  at  the  outset  and  then  investigate 
what  facts  were  necessary,  and  if  we  determined  later  that  one- 
eighth  was  not  a  fair  royalty  we  could  change  it 

The  Chairman.  Does  the  contract  reserve  the  right  in  the  Gov- 
ernment to  change  that  royalty  from  time  to  time  ? 
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one-eighth  royalty  to  the  Government  from  the  inception  of  th: 
wells  or  the  date  it  was  brought  in,  and  I  ask  you  if  there  was  any- 
thing in  your  mind  at  the  time  you  levied  this  royalty  and  at  tk 
time  of  making  this  contract  that  you  ought  to  levy  enough  to  com- 
pensate the  Government,  in  good  conscience,  for  the  oil  taken  o::t 
prior  thereto. 

Mr.  Tallman.  We  were  not  settling  the  question  of  past  damage. 
We  were  making  an  operating  contract  of  a  temporary  character  for 
the  immediate  present. 

Mr.  Taylor.  This  offer  made  in  the  Senate  bill  by  the  oil  people 
applies  to  cases  where  they  can  not  get  title,  and  it  is  in  the  nature  o: 
a  compromise. 

The  Chairman.  They  can  not  get  title  in  these  cases. 

Mr.  Taylor.  They  could,  probably,  some  of  them. 

The  Chairman.  They  may  get  title. 

Mr.  Taylor.  And  the  oil  men  are  offering  a  lot  more  than  they 
think  they  ought  to  offer  in  order  to  get  the  thing  settled  and  to  ge: 
out  of  court  and  to  learn  where  they  are  at,  and  they  are  willin? 
to  go  a  long  way  in  order  to  do  that. 

The  Chairman.  The  Chair  understands  that  fully,  and  if  w 
iniect  these  matters  in  here,  that  necessitates  additional  examination 
all  the  time.  Let  the  record  show  the  facts.  I  understand  thoit 
facts  as  well  as  you  do,  Mr.  Taylor. 

Mr.  Taylor.  Of  course  you  do. 

The  Chairman.  And  I  have  sat  here  5  weeks  understanding  theih. 
and  I  have  sat  here  10  years  understanding  them,  and  there  is  d< 
use  to  inject  self-evident  things  in  the  record. 

Is  that  all  you  want  to  present,  Mr.  Commissioner? 

Mr.  Tallman.  Yes ;  I  think  so,  on  this  point. 

[In  the  District  Court  of  the  ITnlted  States  for  the  Southern  Dtetrict  of  Callfonite. 
Northern  Division.  United  SUtes,  plaintiff,  v.  Honolulu  Consolidated  OU  Co^  dcfesi^ 
ant.     In  equity  B~40.] 

RuDKiN,  district  Judge. 

The  lands  In  controversy  In  this  case  are  within  the  presidential  wlthdrawf.v 
of  September  27,  1909,  and  the  rights  of  the  parties  depend  largely  upon  tl^^ 
construction  to  be  given  the  proviso  to  the  so-called  Pickett  Act  of  June  -» 
1910,  which  reads  as  follows : 

**The  rights  of  any  person  who  at  the  date  of  any  withdrawal  order  heM-- 
fore  or  hereafter  made  Is  a  bona  fide  occupant  or  claimant  of  oil  or  jras  beariiu 
lands  and  who  at  such  date  Is  in  diligent  prosecution  of  work  leading  to  ib 
discovery  of  oil  or  gas  shall  not  be  affected  or  Impaired  by  such  order  so  lor: 
as  such  occupant  or  claimant  shall  continue  In  diligent  prosecution  of  sak 
work." 

The  material  facts  are  these:  For  some  considerable  time  before  the  presi- 
dential withdrawal  order  the  defendant  or  Its  pretlecessor  in  interest  was  t*?- 
owner  of  a  patented  section  of  land  In  the  vicinity  of  Taft  and  Maricopa  in  tbr 
State  of  California,  designated  as  section  10,  also  of  another  patented  quarter 
section,  and  held  by  assignments  from  the  original  locators  31  quarter  section^ 
surrounding  and  in  the  Immediate  vicinity  of  section  10,  such  locations  haviuJ 
been  made  under  the  mineral-land  laws  of  the  United  States. 

AVhen  drilling  operations  actually  commenced  on  patented  section  10  does  r.  ' 
appenr  from  the  records  before  me,  but  at  all  events  work  had  so  far  progws*** 
as  early  as  June,  1909,  that  large  quantities  of  gas  were  encountered  in  tli' 
drilling  operations  on  that  section.  This  cau.sed  a  suspension  of  work  for  t 
time,  but  as  soon  as  the  gas  was  brought  under  control  the  drilling  continw" 
and  oil  was  actually  discovered  on  February  1,  1910.  It  might  be  said  in  t*^" 
connection  that  a  disclaimed  has  been  filed  by  the  defendant  as  to  14  of  tt- 
31  quarter  sections,  so  that  on  the  present  hearing  we  are  only  conceme<l  ^i- 
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The  Chaibman.  I  wish  you  would  supply  that  for  the  record. 
Mr.  Tallman.  Yes ;  I  can  get  them  in  a  few  days. 
The  figures  here  follow : 

Statement  of  escrow  deposits  and  liability  on  bonds  in  lieu  of  deposits  under 

act  of  Aug,  25,  19U  iS8  Stat.,  708). 

[Summary  to  Jan.  31, 1018.] 


CftUfornla. 


Wyoming. 


N  umber  of  con'racts  including  supplemental  contracts). 

Acr  a  ,e,  appro  ioiate 

Prod  I.  cf  ion  of  cil,  n:  t  barre Is 

Production  of  gas,  cubic  f  'r  t 

Prodtiction  of  gasoline,  galljns 

Total  Fbs 

Deposits  In  escrow  with  accumulated  Interest 


49 

4,320 

5,071.238.45 

458, 986. 681 

382.538 

13.814,713.20 

$473,320.23 


32 

3,480 
6,951,737 


(4,031,343.87 
$1,137,020.65 


Total. 


81 

&800 

12.022.975.45 

458,986.681 

382.538 

18,746,057.07 

$1,610,340.88 


NoTv._Ma  iiinm  llibii:tv  evcert  interest,  Incurred  to  Jan.  31,  1918,  aggregating  $143,147.25  on  fi\# 
bonds  in  lieu  cf  ^eposits,  has  been  counted  abo .  e  as  on  deposit  in  e.crow. 

In  Wyoming  there  are  two  40-acre  tracts  which  are  being  operated  under 
State  leases  and  are  not  included  in  mineral  applications,  so  that  contracts 
under  the  act  referred  to  could  not  be  made,  but  an  understanding  has  been 
entere<l  into  whereby  the  gross  proceeds  less  a  certain  amount  allowed  for 
operating  expenses  are  impounded  pending  determination  of  the  Stnte*s  title 
to  the  lands.  From  the  lands  covere<l  by  these  two  agreements  liave  been 
produced  up  to  January  31,  1918,  787,839.78  barrels  and  the  escrow  deposits 
arisiug  from  the  operatious  amount  to  $1,030,051.86,  in  addition  to  tlie  amounts 
deposited  in  escrow  under  the  operating  contracts  referred  to  in  the  above 
statement 

Mr.  Tallman.  I  might  read  here  just  a  little  bit  about  the  situa- 
tion up  to  July  1 : 

At  the  present  time  there  are  48  contracts  under  the  act  of  August  25,  1914 
(38  Stat,  708),  pending  in  California,  embracing  4J60  acres.  Twelve  of  these 
contracts  are  supplemental,  providing  for  disposition  of  proceeds  impounded 
prior  to  the  entering  into  of  the  original  contracts.  The  pro<Uiction  on  the 
tracts  covered  by  these  contracts  up  to  June  30,  1917,  was  2.903,143.47  net 
berrels;  the  escrow  deposits  arisiug  under  these  contracts  amount  to 
$217,352.54, 

The  Chaibman.  That  is  up  to  June  30, 1917  ? 
Mr.  Tallman.  Yes. 

In  Wyoming  there  are  25  such  contracts,  covering  an  acreage  of  6.330  acres. 
Tills  Includes  five  contracts  in  which,  Instead  of  a  deposit  In  escrow,  surety 
bonds  covering  an  agreed  maximum  liability  have  been  filed.  The  productiou 
under  these  contracts  up  to  the  end  of  the  fiscal  year  was  5,547,788  net  barrels. 

The  Chairman.  That  is  also  up  to  June  30? 

Mr.  Tallman.  Yes.  We  have  escrow  deposits  or  the  equivalent  in 
surety  bonds  in  Wyoming  of  $1,302,570.67.  The  total  for  both  the 
California  and  the  Wyoming  production  under  these  contracts  is 
8,954,486.84  net  barrels  and  $1,519,923.21  escrow  deposits. 

The  Chairman.  That  is  up  to  June  30,  1917,  and  would  be  aug- 
mented a  good  deal  by  the  subsequent  production  and  the  subsequent 
royalties  paid  to  the  Government? 

Mr.  Tallman.  Yes.  I  should  say  that  those  contracts  that  vary 
from  the  one-eighth  basis  were  made  in  cases  where  there  was  a  con- 
flict of  claim  to  the  land  between  different  people  and  an  adverse 
claim  was  pending.  We  require  in  the  application  for  one  of  these 
contracts  that  the  applicant  inform  us  as  to  everybody  who  has  any 
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development  work  in  progress  on  section  10  be  held  to  be  development  work  cc 
the  remaining  quarter  sections  within  the  meaning  of  the  law?  '* 

In  discussing  this  question  in  United  States  v.  Thirty-two  Oil  Co.  (242  Fe: 
730,  735),  Judge  Bean  said: 

"  Now,  it  is  clear  from  the  testimony,  and,  in  fact,  nndlsputed,  that  tbrf! 
was  no  work  in  progress  or  immediately  contemplated  at  the  date  of  the  T^iii 
drawal  looking  to  discovery  or  intended  for  the  discovery  of  oil  thereon,  an- 
had  not  been  for  some  montlis  prior  tliereto  if  at  any  time,  unless  the  drillir: 
of  a  well  by  the  oil  company  on  another  location  half  a  mile  UistaiU*  with  mu: 
tion  on  its  part,  if  oil  was  discovered  thereon,  to  thereafter  proceed  with  i^ 
development  of  the  location  in  question  is  held  to  be  such  AiK>rk.  Whether  sj. 
occupant  or  claimant  of  oil  or  gas  bearing  land  at  tlie  date  of  a  wiUichiiwi 
order  was  at  that  time  engaged  in  diligent  prosecution  of  work  leatliug  to 
discovery  is  a  question  of  fact.  No  hard  or  fast  rule  applicable  to  ail  case; 
hos  or  can  be  laid  down  by  which  it  can  be  determined.  Bach  cose  inc^ 
depend  to  a  large  extent  upon  its  own  facts  and  circumstanoea  General  pni' 
clples  only  can  be  stated.  It  is  not  necessary  that  the  work  belug  perform^i 
at  the  time  of  the  withdrawal  was  on  the  particular  tract  in  question,  k: 
before  it  can  be  deemed  work  leading  to  discovery  thereon  it  must  have  Ut 
such  as  would  reasonably  tend  to  that  end  and  been  presently  and  purpose  ^ 
designed  for  that  purpose.  Now,  the  drilling  of  an  oil  well  on  one  loaiti>  - 
would  not,  however  long  continued,  lead  to  discovery  of  oil  on  another.  It 
might  afford  evidence  of  the  probable  existence  of  oil  op  the  other  and  jusrifr 
the  expenditure  of  money  in  exploring  it.  Indeed,  it  might,  by  disclosiiig  *t' 
formation,  materially  aid  in  subsequent  drilling  and  lessen  the  expense.  Tli> 
result,  however,  would  follow  whether  the  well  was  drilled  by  the  occupant  or 
claimant  of  the  land  in  controversy  or  by  a  neighbor,  and  hence  I  do  not  tit: r^ 
that  such  work  on  one  location  can  be  held  to  be  work  leading  to  diseoverr  r;. 
another.  The  proviso  in  the  Pickett  Act  is  somewhat  indefinite  and  uncerts.' 
but  when  interpreted  in  the  light  of  the  known  conditions  and  the  purpose  i' 
Congress,  it  was  intended,  I  take  it,  to  confer  upon  those  occupying  or  claiiuii-; 
in  good  fuith  at  the  time  of  withdrawal  public  lands  within  a  withdraw- 
area,  with  a  bona  fide  intention  of  complying  with  the  mining  laws,  and  wh  < 
were  at  such  time  in  diligent  prosecution  of  work  leading  to  discovery  thert>> 
the  right  to  continue  such  work  if  discovery  was  subsequently  made,  and  t:f 
right  to  retain  possession  and  extract  the  oil  or  take  title  by  patent  the  suu'<: 
as  if  the  land  had  not  been  withdrawn." 

The  foregoing  is  in  my  opinion  a  correct  statement  of  the  law  and  does  n^  • 
necessarily  conflict  with  either  United  States  t?.  Grass  Creek  Oil  &  Gas  C 
(23C  Fe<l.,  481),  from  the  eighth  circuit,  or  Con8olidat«?d  Mutual  CMl  Oa  r 
United  States  (245  Fed.,  521),  from  this  circuit.    It  does  not  appear  in  eitii^: 
of  these  cases  that  the  drilling  for  oil  upon  the  lands  in  controvengr  was  : '■ 
all  dependent  upon  results  to  be  obtained  from  drilling  on  another  and  in^'.e 
pendent  location.    If  it  should  be  held  in  this  case  that  the  defemlant  w^^ 
on  the  date  of  the  withdrawal  in  the  diligent  prosecution  of  work  lending  r* 
discovery  of  oil  or  gas  on  some  particular  quarter  section,  and  it  should  iatrr 
develop  that  no  drilling  was  thereafter  done  on  such  location  by  reason  of  tl 
fact  that  it  had  been  fully  demonstrated  by  drilling  elsewhere  that  the  hv 
was  not  oil  bearing,  we  would  have  this  peculiar  anomaly,  the  defuuiiunt  W'' 
be  found  in  the  diligent  prosecution  of  work  leading  to  the  discovery  of  < 
or  gas  on  a  particular  location,  when  as  a  matter  of  fact  it  nevw  did  any  w- 
leading  to  that  end  on  that  location  and  never  contemplated  any  such  w 
except  provisionally. 

For  these  reasons,  as  already  stated,  I  am  of  opinion  that  there  are  two  si  - 
to  the  controversy,  and  that  there  is  a  debatable  question  before  the  Land  l*r 
partnient  for  Its  determination.  I  fully  realize  that  the  granting  of  an  :- 
junction  or  the  appointment  of  a  receiver  is  ordinarily  a  harsh  remedy,  and  t'r-  ' 
such  relief  will  only  be  granted  In  a  clear  case.  Every  case,  however,  depti  ^ 
upon  its  own  peculiar  circumstances  and  the  granting  or  withholding  of  rv 
relief  rests  largely  in  the  sound  discretion  of  the  court.  Whether  the  rt-!  - 
should  be  granted  or  withheld  depends  upon  many  circumstances,  among  tht*- 
the  injury  which  will  result  to  the  defendant  by  granting  the  relief,  and  r^^ 
injury  that  may  result  to  the  plaintiff  from  withholding  it.  In  tlie  prep- 
ense the  granting  of  an  injunction  against  further  drilling  will  not  harm  '■>- 
<lefendnnt  unless  it  proposes  to  exercise  that  right,  and  there  is  nothing  iu  ^f*' 
n^M)r(l  to  Indlmte  that  it  intends  to  do  so  until  the  pending  coiitn>versi(^  :'^ 
settled.    If  the  appointment  of  a  receiver  should  rest  in  taking  the  DiaB£i^*^ 
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The  Chairman.  Of  course,  that  would  never  occur,  because  it 
vould  be  taking  money  out  of  their  pockets  rather  than  putting 
Qoney  in  their  pockets. 

Mr.  Tallman.  Oh,  yes;  they  did  apply  for  them  and  got  them. 

The  Chairman.  I  do  not  believe  I  have  made  myself  clear,  Mr. 


commissioner. 


We  have  made  some  supplemental  contracts  covering  a  period  of 
ime  after  the  act  was  pass:d  but  prior  to  the  time  they  made  their 
pplication  for  contracts.  As  an  administrative  proposition  we  have 
:ept  it  separate  in  a  supplemental  contract  and  not  in  the  operating 
on  tracts. 

The  Chairman.  Now,  let  me  see  if  I  understand  that.  Of  course, 
hese  wells  were  producing  oil  long  before  even  the  act  of  1914  was 
>assed. 

Mr.  Tallman.  Yes. 

Tha  Chairman.  And,  correspondingly,  before  you  entered  into 
ny  contractual  relations  with  them  of  any  sort. 

Mr.  Tallman.  True. 

The  Chairman.  Now,  do  I  understand  that  the  department  has  or 
as  not  exacted  any  royalty  on  the  production  that  occurred  prior  to 
ic  passage  of  the  act  and  prior  to  the  entering  into  contractual  rcla- 
lOus  with  these  claimants? 

Mr.  Tallman.  It  has  not,  nor  has  it  released  anybody  from  any 
laim  the  Government  might  have  from  such  production." 

The  Chairman.  But  it  has  not  attempted  to  actually  exact  any 
DValty  for  the  prior  pAduction? 

Mr.  Tallman.  No  ;  it  has  left  that  open.  They  can  be  sued,  if  they 
>se  their  property,  for  that  production,  except  in  those  cases  and  for 
lose  periods  of  time  for  which  we  made  supplemental  contracts. 

Th3  Chairman.  Of  course,  it  is  true  that  tne  oil  men  are  now  here 
resenting  to  this  committee  an  amendment  wherein  they  offer  to 
ay  one-eighth  on  all  production,  both  prior  to  the  passage  of  this 
^islation  as  well  as  subsequent. 

Mr.  Tallman.  I  understand  that,  most  assuredly. 

The  Chairman.  But  that  proposal,  I  assume^  was  never  made  to 
le  department  and  has  appeared  as  a  legislative  expedient  rather 
lan  a  department  matter. 

Mr.  Tall3ian.  We  hold  that  we  have  no  authority  to  make  any 
mtract  at  all  except  under  this  act,  and  this  act  gives  us  no  authority 

make  a  contract  for  a  period  of  time  prior  to  its  enactment. 
The  Chairman.  And  I  assume  there  might  be  obstacles  in  addition 

that;  for  instance,  impossibility  of  ascertaining  what  the  produc- 
er! was,  etc.  Is  that  true,  or  does  the  department  know  just  what 
ese  wells  have  produced  ? 

Mr.  Tallman.  We  know  pretty  well,  and  that  is  susceptible  of 
•etty  accurate  ascertainment.  The  purchasing  companies  keep  a 
etty  accurate  record  of  that. 

The  Chairman.  And  those  books  would  be  available  to  the  depart- 
2nt  to  determine  that  ? 

Mr.  Tallman.  They  seem  to  have  been.  We  have  no  difficulty 
out  that. 

The  Chairman.  In  the  light  of  the  recent  proposals  of  the  oil 
3n,  who  themselves  come  to  this  committee  and  propose  to  pay  a 
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and  still  another  letter  under  date  of  August  9, 1916,  addressed  to  the 
Attorney  General  and  signed  by  Secretary  Franklin  K.  Lane.    Un- 
less objection  is  made,  the  letters  will  go  in  the  record  at  this  point 
(The  papers  referred  to  follow :) 

Depabtment  of  JXTSnCE, 
Washinffton,  March  4,  191i 
Hon.  Scott  Ferris, 

Cliairman  Public  Land*  Committee^ 

House  of  Representatives. 

My  Dear  Mr.  Ferris  :  -At  the  hearing  March  1  on  H.  R.  3232  and  H.  R  2$ir!. 
Mr.  Lenroot  inquired  about  the  delay  in  disposing  of  applications  for  patents  to 
oil  lands  which  are  covered  by  operating  agreements  under  the  act  of  August  2^. 

1914.  In  addition  to  what  I  tnen  said,  I  now  recall  a  matter  which  escaped  uic 
at  the  time. 

Most  of  the  operating  agreements  involving  the  greatest  production  are  in  tb€ 
Salt  Creek  field  in  Wyoming,  controlled  by  the  Mid- West  interests.  Much  of  tbe 
delay  in  those  cases  has  been  due  to  collusive  suits  brought  in  the  local  courts;  b; 
pretended  adverse  claimants.  The  law  provides  for  suits  by  adverse  clalmanr;. 
and,  pending  their  determination,  the  Land  Ofllce  proceedings  on  ai^Ucatioss 
for  patents  are  "stayed"  (R.  S.,  sees.  2325,  2320).  The  Mid- West  and  nUeA 
interests  appear  to  have  resorted  to  the  subterfuge  of  collusive  suits  by  i>n- 
tended  adverse  claimants  for  the  purpose  of  extending  their  operating  agree- 
ments indefinitely,  under  which  they  could  extract  and  appropriate  8even-ei^tlL< 
of  the  oil  and  be  relieved  of  all  claims  of  the  United  States  against  them  f**: 
trespass. 

The  situation  as  above  stated  appears  from  a  letter  dated   December  U 

1915,  from  Assistant  Attorney  General  Ernest  Kiiaebel  to  Special  Assistant 
E.  J.  Justice,  and  another  dated  December  18,  1915,  from  the  Commissioner  of 
the  General  Land  Office  to  Mr.  William  R.  Wheeler  and  Messrs.  Boniict 
Schuyler,  and  Campbell. 

When  this  situation  was  brought  to  the  attention  of  the  commissioner  be 
caused  the  suits  which  he  found  to  be  "  collusive  and  unlawful "  to  be  dis- 
missed, but  the  operating  agreements  entered  into  between  the  parties  and  tkt; 
Secretary  of  the  Interior  were  continued  In  force  and  still  subsist.  Tlii> 
appears  from  a  letter  dated  August  9,  1916,  from  the  Secretary  of  the  Interi..»: 
to  the  Attorney  General. 

You  will  recall  the  testimony  of  Mr.  Max  W.  Ball  to  the  effect  that  th<*fv 
has  been  nothing  yet  dlscoveretl  which  compares  with  the  Salt  Creek  field  for 
production  per  unit  of  area,  the  elements  being  shallow  depth,  easy  drilHnc 
and  large  production.  You  will  also  recall  the  testimony  of  Mr.  Mondell  <n'»: 
referring  specifically  to  the  Midwest  Interests)  that  the  Wyoming  operators 
would  be  satisfied  to  continue  under  existing  law  if  that  were  practicable 

Copies  of  the  three  letters  above  mentioned  are  herewith  inclosed,  ami  I 
have  the  honor  to  request  that  this  letter  with  its  inclosures  be  inserted  in  the 
record  at  the  close  of  my  testimony  on  March  1,  to  be  considered  in  connection 
with  my  answer  to  Mr.  Lenroot's  question. 
Yours,  faithfully, 

Francis  J.  Kearful, 
Assistant  Attorney  General 


December  14»  1915^ 
E.  J.  .Justice,  Esq., 

Special  Assistant  to  the  Attorney  Oeneral, 

San  Francisco,  CaL 

My  Dear  Mr.  Justice  :  I  have  just  received  your  telegram  of  the  13th  instan: 
in  the  Midwest  Oil  Co.  matter. 

Mr.  Tall  man  and  I  conferred  at  length  here  Saturday  afternoon  and  evenin: 
after  he  had  discussed  the  situation  with  the  Secretary  and  had  all  bat  settleil 
uiK)n  a  plan.    My  suggestion  to  Mr.  Tnllman  was  this : 

The  facts  in  hand  indlrato  quite  clearly  that  the  contracts  M-ere  procure^!  by 
fraud.  If  such  was  the  cas^e,  the  contracts  should  be  annulled  by  the  Secretjirr 
and  the  companies  should  be  called  upon  to  account  for  all  of  the  oil  whi.* 
they  have  taken  under  the  contracts,  as  well  as  anj'  oil  taken  before  they  wt« 
made.    For  this  purpose,  as  well  as  to  protect  the  land  from  further  exploita- 
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The  Chairman.  Are  those  special  agents  who  make  those  adverse 
•eports  representatives  of  your  office  /or  of  the  Department  of  Jus- 
ice? 

Mr.  Tallman.  They  are  the  representatives  of  our  office. 

The  Chairman.  What  was  the  substance  of  most  of  those  charges? 

presume  they  varied  somewhat,  but  were  they  charged  with  being 
lummies,  or  did  the  charges  relate  to  lack  of  diligence  or  fraud? 
Vhat  was  the  general  line  of  the  charges  made  in  these  different 
ases? 

Mr.  Tallman.  There  were  three  classes  of  charges.  All  of  these 
il  cases  divided  themselves  into  about  three  classes,  with  the  classes 
verlapping  more  or  less.  The  first  is  the  class  of  cases  in  which  we 
harge  that  there  was  no  discovery  before  withdrawal  by  the  appli- 
ant  for  patent,  or  that  the  applicant  for  patent  was  not  engaged  in 
iligent  prosecution  of  work  leading  to  discovery  at  the  time  of  with- 
rawal,  or,  if  he  was,  that  he  did  not  continue  it  to  discovery.  The 
»cond  charge  is  that  of  the  dummy-locator  proposition,  and  the 
lird  charge  is  what  we  commonly  designate  as  the  subterfuge  cases, 
here  was  a  considerable  number  of  applications  for  patent  pending 
•om  California  in  which  discovery  was  based  on  the  alleged  discov- 
•y  of  valuable  gypsum  or  fuller's  earth.  There  are  a  number  of  those 
ises,  mostly  in  Naval  Reserve  No.  1.  We  charge  in  those  cases  no 
iscovery,  and  that  the  presumed  discovery  or  valuable  mineral, 
imely,  gypsum  or  fuller's  earth,  was  a  subterfuge,  and  not  claimed 
I  good  faith,  but  that  the  real  purpose  is  to  procure  the  land  for  its 
]  content. 

The  Chairman.  What  was  the  status  of  the  charges  in  those  48 
alifomia  cases  at  the  time  you  entered  into  the  48  contracts  with 
^se  48  claimants? 

Mr.  Tallman.  I  presume  that  some  of  those  cases  were  still  under 
vestigation.  In  some  others  the  special  agent  had  investigated  the 
cts  and  made  his  report,  and  in  others,  and  I  think  a  majority  of 
em,  the  report  had  reached  my  office  and  proceedings  had  been 
rected  in  the  local  land  office  against  the  application  for  patent 

one  or  more  of  those  charges  that  I  have  described. 
The  Chairman.  Let  me  ask  you  this:  Were  those  charges  that 
ire  made  by  the  field  agents,  or  by  the  representatives  of  your  office, 

sufficient  dignity  to  put  you  on  notice  of  any  existing  fraud  so 
Ipable  in  its  nature  as  to  defeat  the  application  at  the  time  you 
ide  those  contracts? 

M[r.  Tallman.  They  were  sufficient  to  put  us  on  notice  of  facts 
fich  might  invalidate  the  claims,  in  some  cases  dummy  locators, 
nmonly  referred  to  as  fraud.  They  were  ex  parte,  you  under- 
nd,  and  we  had  not  heard  the  other  man's  story. 
The  Chairman.  Was  it  entirely  prudent,  then,  to  withhold  just 
»-eighth  in  cases  that  were  presumably  fraudulent  and  where  you 
i  sufficient  data  before  you  to  put  you  on  notice  of  the  fraud? 
w,  following  that  up  just  a  little  bit,  without  being  too  argumen- 
ive,  was  not  that  allowing  a  lot  of  claimants  to  have  the  oppor- 
ity  of  getting  seven-eighths  of  something  that  they  were  not  en- 
ed  to  and  giving  the  Government  just  a  chance  to  divest  them  of 
,fter  proving  that  they  were  not  entitled  to  it? 
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and  the  Interests  represented  by  Messrs.  Burdlck  and  Oaniipbell  are  conceit 
a  contract  and  agreement  had  been  entered  into,  and  Is  now  In  force,  where/. 
and  whereby  the  ultimate  title  and  beneficial  interest  as  between  these  tr 
interests  to  all  of  the  lands  In  the  Salt  Creek  field  involved  In  the  aN'^r 
mentioned  litf^ntlons,  have  been  fully  settled,  a^eed  upon,  and  determiii^- 
and  the  respective  portions  belonging  to  each  specifically  set  out. 

I  have  given  tliis  situation  thoughtful  consideration.  At  the  time  of  it 
reinstatement  of  these  various  applications  for  patent  in  April,  May,  and  2u^ 
last,  at  which  time  there  was  much  discussion  and  negotiation  between  u- 
representatives  of  the  various  interests  above  mentioned  and  this  office.  Ptr«>-: 
and  positive  representations  were  made  to  me — at  least,  I  so  understood  it- 
that  though  an  agreement  had  been  reached  as  to  the  method  of  carrjin?  -: 
operations  and  disposition  of  the  oil  product  as  between  said  supposed  O'^r 
flictlng  interests,  the  controversy  between  these  various  interests  as  to  the  rii'': 
and  title  to  the  land  itself,  was  bona  fide,  and  the  adverse  claims  and  suits  fi  r 
In  support  thereof,  were  in  absolute  gooil  faith. 

In  the  course  of  our  recent  conversation  Mr.  Schuyler  contended  thnt  5si ' 
adverse  claims  and  suits  were  still  in  good  faith,  notwithstanding  said  fw- 
tract  of  settlement  and  division,  for  the  reason  that  the  parties  desired  to  <Ie>r 
mine  by  judicial  decree  which  of  two  lines  of  title  is  the  superior  and  shcC. 
be  presented  to  the  Land  Department  for  patent. 

I  can  not  subscribe  to  this  view  of  the  situation.  I  do  not  understand  Im- 
there  can  be  any  real  controversy  whatsoever  between  these  various  parti«* 
when  the  subject  of  the  controversy  has  l>een  entirely  settled  and  dispo^jel  «'t 
Regardless  of  what  the  motives  or  intentions  of  the  iTiterested  parties  may  l^?. 
the  elTect  of  this  situation  is,  in  my  judgment,  that  th&se  suits  ore  in  law  arJ 
in  fact  mere  moot  cases,  collusive  and  unlawful,  and  can  serve  no  good  purr^^^^ 
As  a  result  thereof,  this  department  has  considered  it«;elf  deprived  of  its  jur> 
diction  to  proceed  promptly  to  determine  the  rights  of  these  applicants  to  pt- 
ents  for  the  lands  in  question,  and  has  been  hampered  and  delayed  in  protect 
ing  whatever  interest  the  Government  may  have  in  the  premises. 

I  have  to  request,  therefore,  tliat  all  of  the  adverse  suits  above  referred  m 
and  now  pending,  wherein  it  is  sought  to  litigate  the  title  or  right  of  i>ossessio^. 
of  lands,  the  ultimate  right  and  title  to  which  has  already  l>een  settled  isn! 
determineil  as  between  the  parties  to  such  suits,  be  forthw^ith  and  imrje- 
diately  dismissed,  to  the  end  thnt  this  department  may  proceed  without  furtl-tr 
delay  to  determine  whether  or  not  the  applicant  for  patent  is  entitled  thereto. 

With  reference  to  your  request  a  day  or  two  ago,  to  the  effect  that  no  act;-^ 
be  taken  in  this  connection  until  Mr.  Schuyler  could  return  to  Washington.  \v:ii 
say  that  while  I  should  be  delighted  to  grant  any  personal  favor  I  could  to 
eitlier  you  or  him,  I  feel  that  tlie  circumstances  are  such  as  not  to  warraa: 
such  delay. 

Yours,  very  truly. 

Cult  Taixuah. 

(Copies  hereof  sent  to  Messrs.  Burdick,  Schuyler,  and  Campbell.) 


Department  of  the  Interior. 

Washington,  Augnst  9,  191S. 

My  Dear  Mr.  Attorney  General :  I  am  in  receipt  of  your  letter  of  the  .>•> 
ultimo,  quoting  at  length  from  a  letter  addressed  to  you  by  Siiecial  Assi>r;:: 
E.  J.  Justice  regarding  the  situation  with  respect  to  the  Salt  Creek  oil  hin-^ 
in  Wyoming.  You  advise  that  your  department  is  ready  to  render  any  assi>'' 
ance  it  can  in  protecting  the  interests  of  the  Government  in  this  territory. 

In  reply,  I  desire  first  to  touch  upon  the  matter  of  the  operations  for  thf 
production  of  oil  In  this  field.  The  reports  which  have  recently  been  recehi^ 
by  the  Commissioner  of  the  General  Land  Office  show  that  since  the  ti'  -^ 
when  the  contracts  under  the  act  of  August  25,  1914  (38  Stat.,  708).  wvr? 
entered  into  there  has  been  production  upon  lands  other  than  those  covered  rj 
the  contracts  on  four  quarter  sections  only,  namely,  the  NE.  \  sec.  14,  SW. : 
sec.  23,  NW.  i  sec.  25,  and  NE.  }  sec.  27,  all  in  T.  40  N.,  R.  79  W.  Act!:: 
upon  this  information,  the  Commissioner  of  the  General  I^nd  OflSce  took  "' 
the  matter  of  the  production  from  these  tracts  with  the  representatives  of  :•* 
Midwest  Oil  Co.  and  suggested  that  some  action  should  be  taken  looking  townr: 
Including  them  in  contracts.    The  attorney  for  the  Midwest  Oil  Co.  advised  i^'^ 
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5-eighth  would  be  enough  to  retain  to  fully  protect  the  Govern- 
nt. 

Vf  r.  Tallman.  I  question  very  much  whether  there  will  be  a  single 
;e  in  anv  court  in  which  the  Government  will  be  decreed  to  be  en- 
led  to  all  of  the  land  and  all  of  the  oil. 

The  Chairman.  While  that  miffht  be  true,  yet,  in  cases  of  frauds 
ere  the  fraud  is  finally  established  and  proven,  surely  no  one 
)uld  be  permitted  to  profit  by  his  own  fraud.  That  should  be  ad- 
tted  without  argument.    That,  I  assume,  is  a  self-evident  proposi- 

n.    If  fraud  were  charged 

Vlr.  Tallman  (interposing).    But  this  so-called  fraud  is  neither 

ablished  nor  proven 

The  Chairman  (interposing).  If  fraud  were  charged  and  the 
lud  were  proven,  surely  no  one  would  contend  that  the  party 
rpetrating  the  fraud  should  be  permitted  to  profit  by  his  own 
iud. 

\Ir.  Tallman.  Certainly  not.  That  whole  matter  has  been 
•ashed  out  by  further  correspondence  here  between  the  depart- 
ints.  The  Secretary  has  stated  his  position  on  this,  and  I  do  not 
i-o  to  embarrass  him  or  to  make  any  statement  that  would  not 
ncide  with  the  views  he  has  repeatedlj  expressed.  Moreover, 
hiave  been  in  entire  accord  with  those  views  and  assume  full  re- 
^nsibility  for  the  part  I  have  taken  in  the  course  that  has  been 
rsued.  On  June  2, 1917,  we  got  a  long  letter  from  the  Department 
Justice  objecting  to  our  making  these  contracts,  or  objecting  to 
r  making  them  on  the  one-eighth  basis,  regardless  of  what  the 
arges  were,  and  the  Secretary  answered  that  letter  on  June  20. 
The  Chairman.  Do  you  have  his  answer  there? 
Mr.  Tallman.  Yes,  sir;  I  will  read  it  if  you  would  like  to  have  it^ 
The  Chairman.  I  would  be  very  glad  to  hear  it. 
Mr.  Tallman.  Do  you  want  the  letter  from  the  Department  of 
stice  first? 

The  Chairman.  I  think  I  know  what  their  contention  is. 
Mr.  Taylor.  How  long  is  that  letter  from  the  Department  of 
istice? 

Mr.  Tallman.  It  contains  about  18  pages. 

The  Chairman.  I  assume  that  the  letter  of  the  Department  of 
istice  covers  the  contention  that  Mr.  Kearful  made  before  the  com- 
ittee. 
Mr.  Smith.  On  the  point  that  more  than  one-eighth  should  be  im- 

lunded. 

The  Chairman.  I  think  I  state  the  purport  of  Mr.  Kearf ul's  tes- 
nony  fairly  when  I  say  that  his  contention  was^and  I  examined 
m  on  it  myself,  and  other  members  of  the  committee  did — ^liis  con- 
ntion  was  that  the  Department  of  the  Interior  ought  to  have  re- 
ined all  of  the  oil.  That  was  the  substance  of  his  testimony. 
Mr.  Taylor.  And  not  enter  into  a  contract  with  anybody. 
The  Chairman.  He  said  that  in  every  case  where  fraud  was 
arged  it  was  the  duty  of  the  Department  of  the  Interior  to  retain 
1  of  the  oil,  except  the  operating  expenses.    I  think  I  state  that 

rrectly. 

Mr.  Elston.  I  think  Mr.  Kearful  had  an  original  construction  of 
hat  a  fraudulent  entrjnnan  was.  He  contended  that  a  man  who 
d  not  have  the  present  ability  or  money  to  sink  a  well 
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The  Chaibman  (interposing).  I  think  that  was  in  another  part  of 
his  testimony. 

Mr.  Elston.  I  think,  in  view  of  any  suggestions  that  the  Attorney 
General  has  made,  it  would  be  well  to  keep  in  mind  the  interpretation 
of  the  law  given  by  Mr.  Kearful. 

The  Chairman.  I  think  the  Department  of  Justice  took  a  very 
narrow  view  of  what  that  was. 

Mr.  Elston.  I  do  not  want  to  make  any  comment  on  the  validity 
of  his  construction.  I  think  he  made  a  very  consistent  and  logical 
argument  upon  the  premises  he  laid  down.  1  am  not  a  good  enough 
lawyer  to  say  that  so  and  so  would  be  a  better  or  more  technical  con- 
struction of  the  law,  but  it  did  not  coincide  with  the  views  of  some 
members 

The  Chairman  (interposing).  I  was  trying  to  deal  with  this  par- 
ticular case.  I  think  that  he  injected  into  it  an  entirely  new  equa- 
tion, but  when  he  got  to  these  operating  contracts  under  the  act  of 
1914,  I  think  a  fair  construction  of  his  testimony  would  be  that  his 
additional  contention  was  that  all  of  the  oil,  except  the  operating 
expenses,  ought  to  have  been  conserved,  just  as  a  receiver  would  do. 
Now,  no  doubt  the  Interior  Department  has  an  adequate  answer  to 
that;  but  what  I  am  trying  to  do  is  to  be  fair  to  both  of  them. 

Mr.  Taylor.  I  would  like  to  have  the  commissioner  permitted  to  go 
ahead  and  explain  the  character  of  the  fraud  and  tne  reason  why 
they  make  contracts  with  men  who  may  be  charged  with  being  fraud- 
ulent cntrymen,  solely  because  they  are  not  worth  $1,000,000.  If  the 
charge  is  wholly  fallacious  and  absurd  on  its  face,  I  do  not  want  the 
Interior  Department  branded  with  having  been  willing  to  enter  into 
a  lease  with  men  charged  with  fraud.  I  do  not  want  that  charge 
made  when  the  fraud  charged  is  absolutely  absurd. 

The  Chairman.  I  think  it  would  be  well  to  have  both  letters  in- 
serted in  the  record. 

Mr.  Tallman.  Then,  to  make  the  correspondence  complete,  I  will 
first  put  in  the  letter  from  the  Attorney  General,  which  is  dated  June 
2, 1917. 

(The  letter  referred  to  is  as  follows:) 

Office  of  the  Attorney  General, 

Washififfton,  D,  C,  June  2,  1917. 

My  Dear  Mr.  Secretary  :  I  desire  to  direct  your  attention  to  a  serious  situ- 
ation whlcli  has  resulted  from  the  character  of  the  operating  a^eeiuents  en- 
tered into  by  you  with  applicants  for  patents  to  withdrawn  oil  lands  under 
the  act  of  August  25,  1014  (38  Stat,,  708),  and  from  the  delay  in  your  depart- 
ment >\nth  respect  to  the  <li8positlon  of  such  applications  in  cases  where  cliarpi^s 
of  fraud  or  unlawful  entry  have  been  made  against  the  applicants. 

Tlie  :ict  of  1914  provides: 

"  That  where  applications  for  patents  have  been  or  may  hereafter  be  offered 
for  any  oil  or  gas  land  Included  in  an  order  of  withdrawal  upon  which  oil  or 
gas  has  heretofore  been  discovered,  or  is  being  produced,  or  upon  wliich  drill- 
ing operations  were  in  actual  progress  on  October  third,  nineteen  hundred  and 
ten,  and  oil  or  gas  Is  thereafter  discovered  thereon,  and  where  there  has  been 
no  final  determination  by  the  Secretary  of  the  Interior  upon  such  applications 
tor  patent,  said  Secretary,  in  his  discretion,  may  enter  into  agreements,  under 
such  conditions  as  he  may  prescribe  with  such  applicants  for  patents  in  pos- 
session of  such  land  or  any  portions  thereof,  relative  to  the  disposition  of  the 
oil  or  gas  produced  therefrom  or  the  proceeds  thereof,  pending  final  determina- 
tion of  the  title  thereto  by  the  Secretary-  of  the  Interior,  or  such  other  disposi- 
tion of  the  same  as  may  be  authorissed  by  law.*' 

The  manifest  purpose  of  this  statute  was  to  provide  a  method  for  conserving 
the  properties  embraced  in  applications  for  patents,  until  it  could  be  decided 
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cated  in  the  State  courts.  This  latter  was  the  case  in  several  instances  where 
there  were  adverse  claims  and  suits  pending  by  the  so-called  Lobell  interests, 
a  third  group  claiming  some  of  the  lands  adversely  to  both  of  the  other  parties. 

The  contract  was,  in  substance,  an  ordinary  contract  compromising  a  dispute 
us  to  the  title  to  land.  There  were  two  lines  of  title  to  the  land  and  these  were 
merged  by  the  agreement  so  that  either  party  could  gain  title  by  virtue  of 
whichever  chain  of  title  was  most  perfect.  Each  party,  in  effect,  bought  out 
the  other  man's  chain  of  title.  This  was  not  unlawful.  And  this  contract,  it 
Is  to  be  remembered,  was  not  entered  into  in  contemplation  of  gaining  any  leases 
from  the  Government.  It  was  made  long  prior  to  the  passage  of  the  act  of 
August  25, 1914.  It  was  the  continuance  of  the  adverse  suits  under  tliese  circum- 
stances to  which  this  department  strenuously  objected,  for  these  suits  might, 
under  the  law,  postpone  indefinitely  the  action  of  the  department  in  passing 
upon  the  rights  of  the  parties.  No  similar  case  had  arisen  in  the  department, 
r.nd  there  were  perhaps  technical  legal  grounds,  as  shown  by  the  brief  filed  by 
the  Midwest  people,  which  afforded  a  basis  for  their  contention.  These,  how- 
in'er,  on  analysis  we  regarded  as  not  substantial  and  that  the  interests  of  the 
Government  could  not  be  protected  if  these  contentions  were  sustained. 

The  contract  between  the  companies  and  the  proceedings  arising  therefrom 
had  no  bearing  whatever  on  the  validity  of  the  mining  claims  and  locations,  on 
the  basis  of  which  the  parties  were  seeking  patents  before  this  ofllce.  But  we 
had  made  several  operating  agreements  without  knowing  of  such  contract,  and 
for  a  time,  by  reason  of  information  that  subsequently  came  to  us,  there  was 
grave  suspicion  of  the  motives  of  the  interested  parties,  but  on  inquiry  as  to 
their  status  and  relations  they  frankly  stated  tho  facts,  admitted  the  existence 
of  the  contract  in  question,  and  furnished  us  a  copy  of  it.  I  thought,  and  in  this 
the  Secretary  agreed,  that  they  should  have  made  a  full  disclosure  earlier  in 
rhe  proceedings.  Had  we  known  of  the  contract  when  the  operating  agree- 
ments were  made,  it  would  not  have  caused  us  to  withhold  such  operating 
figreements,  but  we  would  have  done  then  what  we  did  later— directed  that  the 
adverse  suits  as  between  these  parties  should  be  dismissed  if  they  desired  the 
operating  contracts  for  their  wells. 

In  order  that  the  record  may  be  clear  and  complete,  I  inclose  herewith  for 
Insertion  as  a  part  of  the  record  copy  of  decision  of  this  office  under  date  of 
February  26,  1916,  which  fully  sets  forth  the  facts  and  circumstances  of  this 
entire  transaction  and  discusses  tlie  questions  involved. 
Cordially,  yours, 

Clat  Taixman. 

Dkpartment  op  the  Interior, 

General  Land  Office, 
Washington,  February  26,  1916. 

Mr.  K.  C.  Schuyler,  First  National  Bank  Building,  Denver,  Colo.,  and 
Mr.  C.  W.  BuBDicK,  Cheyenne,  Wyo, 

My  Dear  Sirs:  I  have  given  careful  consideration  to  the  points  raised  by 
yoiir  letter  of  January  5,  1916,  in  reply  to  mine  of  Decembar  18,  1915,  relative 
to  the  adverse  suits  brought  by  the  so-called  Franco  Interests  against  the  pend- 
ing applications  for  patent  of  the  Midwest  Oil  Co.  et  al. 

I  desire  that  this  letter  shall  set  torrh  the  facts  pertinent  to  the  questions 
presented  by  the  letters  referred  to,  and  therefore  will  restate  the  situation 
18  same  appears  from  the  data  on  file  in  this  ofiSce  and  conc*erning  which  I  think 
1  am  safe  in  saying  there  is  no  dispute. 

The  so-called  Midwest  applications,  35  in  number,  were  filed  May  11,  1912, 
find  during  the  period  of  publication  adverse  claims  were  filad  against  all 
if  them  except  one.  On  March  27,  1913,  the  applicants  for  patent  applied  to 
withdraw  29  of  their  applications,  but  their  request  was  denied  because  of  the 
[>endency  of  the  adverse  claims.  Thereafter  they  filed  certain  evidence  of 
the  disposition  of  some  of  the  adverse  suits,  and  on  March  23,  1914,  one  appli- 
:*ation  for  patent  was  finally  rejected,  but  similar  action  was  not  taken  in 
the  other  cases  because  of  lack  of  evidence  of  the  dismissal  of  all  pending 
idverse  suits. 

After  the  decision  of  the  Supreme  Court  in  the  case  of  the  United  States  v. 
The  Midwest  Oil  Co.  conferences  were  held  at  this  office  with  the  attorneys 
^presenting  the  said  company  and  certain  of  the  adverse  claimants,  and  it 
|ev4>1oped  that  all  of  the  adverse  suits  had  been  dismissed  with  the  consent  of 
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the  aclversd  claimants  npon  the  flliniir  ot  the  requests  for  permission  to  w'itt 
draw  the  patent  applications.  The  applicants  expressed  their  desire  to  procee 
with  their  pending  applications  rather  than  to  file  new  ones,  and  it  was  decide 
to  allow  them  to  do  so  on  condition  that  there  be  republication  of  notice  o 
the  patent  applications  or  the  furnishing  of  the  written  consaut,  agreement  an 
waiver  of  the  adverse  claimants  whose  suits  Imd  lieen  dismisseil  of  all  right  t 
apply  for  an  order  reinstating  the  suits,  os  well  as  any  right  or  claim  a 
right  to  an  opportunity  to  institute  a  new  action.  Evidence  of  the  dismissal  o 
the  adverse  suits  was  then  furnished  and  republication  was  had  in  33  ca^es 
Sixty  new  adverse  claims  have  t)een  filed — 28  by  the  so-called  Franco  interests 
11  by  the  Economy  and  Success  Oil  Cos.,  and  21  by  the  Lobeli  interests  and  J.  H 
Bury. 

Some  months  subsequent  to  the  matters  hereinabove  related  but  prior  ti 
December  18,  1915.  I  was  advised  by  Mr.  K.  C.  Schuyler,  attorney  for  the  Mid 
west  Interests,  of  the  existence  of  a  certain  contract  executed  in  1912,  whid 
provided  for  the  settlement  of  all  conflicting  claims  and  disagreements  thereto 
fore  existing  between  the  so-called  Midwest  interests  and  the  Franco  interests 
After  giving  consideration  to  the  situation  thus  disclosed,  under  date  of  Decern 
ber  18,  1915,  I  wrote  representatives  of  the  vorious  interests  concerned,  and 
after  stating  briefly  the  facts  regarding  the  filing  of  the  applications  for  patent 
and  the  adverse  claims  as  outlined  above  I  said : 

"  You  will  recall  that  when  you  and  Mr.  Schuyler  called  on  me  n  few  days 
ago  Mr.  Schuyler  stated  to  me  that,  in  so  far  as  the  so-calle<l  Midwest  Interests 
and  the  interests  represented  by  Messrs.  Burdlck  and  Campbell  are  concerned^ 
a  contract  and  agreement  had  been  entered  into  and  is  now  in  force  wherein 
and  whereby  the  ultimate  title  and  beneficial  interest  as  between  these  two  io- 
terests  to  all  of  the  lands  in  the  Salt  Creek  field  involved  in  the  above-men- 
tioned litigations  have  been  fully  settled,  agreed  upon,  and  determined,  and  the 
respective  portions  belonging  to  each  specifically  set  out 

"I  have  given  this  situation  thoughtful  consideration.  At  the  time  of  the 
reiristatement  of  these  various  applications  for  patent,  in  April,  May,  and  June 
last,  at  which  time  there  was  much  discussion  and  negotiation  between  the 
representatives  of  the  various  Interests  above  mentlone<l  and  this  office,  stnim: 
and  positive  representations  were  made  to  me — ^at  least,  I  so  understood  it— 
that  though  an  agreement  had  been  reached  as  to  the  method  of  carrying  oa 
operations  and  disposition  of  the  oil  product  as  betAveen  said  supposed  con- 
fiicting  interests,  the  controversy  between  these  various  interests  as  to  the  rijrfr 
and  title  to  the  land  itself  was  bona  fide,  and  the  adverse  claims  and  suits  fi'.o! 
in  support  thereof  were  in  absolute  good  faith. 

"  In  the  course  of  our  recent  conversation  Mr.  Schuyler  (contended  that  saW 
adverse  claims  and  suits  were  still  in  good  faith,  notwithstanding  said  contract 
of  settlement  and  division,  for  the  reason  that  the  parties  desired  to  determine 
by  judicial  decree  which  of  two  lines  of  title  is  the  superior  and  should  be 
presented  to  the  Land  Department  for  patent. 

"  I  can  not  subscribe  to  this  view  of  the  situation.  X  do  not  understand  how 
there  can  be  any  real  controversy  whatsoever  between  these  various  parti?? 
when  the  subject  of  the  controversy  has  been  entirely  settled  and  disposed  oi 
Regardless  of  what  the  motives  or  intentions  of  the  Interested  parties  may  !•»?. 
the  effect  of  this  situation  is,  in  my  judgment,  that  these  suits  are  in  law  anu 
in  fact  mere  moot  cases,  collusive  and  unlawful,  and  can  serve  no  good  purpt**' 
As  a  result  thereof  this  department  has  considered  itself  deprived  of  Its  juris 
diction  to  proceed  promptly  to  determine  the  rights  of  these  applicants  to  pat- 
ents for  the  lands  in  question  and  has  been  hampered  and  delayed  in  protecting 
whatever  Interest  the  Government  may  have  in  the  premises. 

"  I  have  to  request,  therefore,  that  all  of  the  adverse  suits  above  referred  to 
and  now  pending  wherein  it  is  sought  to  litigate  the  title  or  right  of  possessi^^ 
of  lands,  the  ultimate  right  and  title  to  which  has  already  been  settled  and  de- 
termined as  between  the  parties  to  such  suits,  be  forthwith  and  immediatei; 
dismissed,  to  the  end  that  this  department  may  proceed  without  further  delay 
to  determine  whether  or  not  the  applicant  for  patent  is  entitled  thereto." 

A  copy  of  this  agreement  of  October  10,  1912,  was  subsequently  furnished  tj 
Mr.  Schuyler.  Briefly,  it  provided  for  tlie  release,  transfer,  and  conveyance,  for 
good  and  sufficient  considerations,  by  the  Midwest  interests  to  the  so-calleJ 
Franco  interests  of  about  1,808  acres  of  the  lands  in  this  oil  field  and  for  the 
conveyance  by  the  Franco  interests  to  the  Midwest  Interests  of  about  14,440 
acres ;  that  immediate  possession  of  the  tracts  of  land  thus  agreed  to  be  coo- 
▼avAd  wBA  to  be  given  on  delivery  of  this  agreement;  such  possession  to  b? 


OIL  LEASING  LANDS,  1183 

Our  embarrassment  In  this  respect  has  been  much  enhanced  by  a  circular 
letter  dated  January  8,  1917,  sent  by  the  Commissioner  of  the  General  Land 
Office  to  all  operators  in  the  California  oil  fields  on  withdrawn  lands  not  in 
navul  reserves  or  in  suit  and  with  whom  operating  agreements  had  not  been 
made,  inviting  them  to  make  Applications  for  operating  agreements  on  the 
usual  terms  of  seven-eighths  of  the  gross  production  to  them  and  one-eighth  to 
l>e  deposited.  In  that  letter  the  commissioner  stated  that  under  similar  exist- 
ing agreements  "whatever  interests  the  Government  may  have  have  been  pro- 
tected without  the  necessity  of  resorting  to  a  receivership."  That  is  to  say,  In 
the  opinion  of  the  commissioner  thus  publicly  announced,  the  rule  of  equity 
invoked  by  this  department  an<l  applied  by  the  courts  in  the  receivership  cases 
for  the  protection  of  the  Government  against  trespassers  is  wrong  and  oppres- 
sive, and  the  Government  is  entitled  to  receive  only  one-eighth  of  the  gross  pro- 
duction in  the  event  the  claims  are  held  to  be  fraudulent  or  illegal.  In  other 
words,  it  is  announced  in  a  circular  letter  of  your  department  that  you  are 
authorized  by  the  act  of  1914  to  turn  over  to  trespassers  on  the  oil  and  gas 
lands  of  the  United  States  seven-eighths  of  the  gross  production  of  such  lands 
regardless  of  the  cost  of  operation  or  the  value  of  the  product.  Most  of  the 
Dperators  under  existing  agreements  are  shown  by  the  records  of  the  General 
Land  Office  to  be  prima  facie  trespassers,  and  each  agreement  contains  a  pro- 
vision (par.  11)  that  upon  a  final  denial  of  the  application  for  patent — that  is, 
upon  a  final  decision  that  the  applicant  Is  a  trespasser — the  one-eighth  deposit 
ivill  be  accepted  In  full  and  complete  satisfaction  of  "  all  claims  of  the  United 
States  for  trespass  "  by  such  applicant  on  the  premises  during  the  period  of  the 
jgreement. 

A  matter  of  immediate  and  special  concern  Is  this:  On  April  16,  1917,  while 
niits  were  in  preparation  (pursuant  to  an  agreement  between  Special  Assistant 
lustice  and  (Commissioner  Tallman)  against  E.  E.  Jones  and  the  Standard  Oil 
I?o.,  involving  lands  within  naval  petroleum  reserve  No.  2,  the  commissioner 
nquired  of  Mr.  Justice  by  telegram  whether  he  had  any  objections  to  the  exe- 
mtion  of  operating  agreements  with  these  same  parties  covering  adjacent  lands 
n  the  same  township  outside  the  naval  reserve.  Mr.  Justice  answered  the 
;ame  day  objecting  to  the  proposed  agreements  on  the  ground  that  the  lands 
>oth  inside  and  outside  the  naval  reserve  were  claimed  by  the  same  parties  as 
me  group,  and  that  the  right  to  all  the  lands  was  subject  to  the  same  charges 
)f  unlawful  entry.  He  therefore  advised  that  all  the  tracts  be  placed  in  suit. 
Dn  April  19,  1917,  the  commissioner  sent  to  Mr.  Justice  the  following  telegram: 

*•  Your  wire  16th.  Jones  and  Standard  Oil  contract  applications  filed.  Re- 
sult, general  letter  sent  by  me  to  all  operators  California  fields  on  lands  not  in 
laval  reserves  or  in  suit  sua:gesting  advisability  of  contract.  Believe  interest 
Jovernment  can  be  conserved  properly  by  granting  contracts  and  not  disposed 
o  recommend  denial  same  after  requesting  them." 

It  is  pertinent  here  to  observe  that  this  department  has  protested  to  the 
•omrnissioner  against  the  making  of  every  one  of  the  86  agreements  before  men- 
ioned.  but  without  avail. 

At  the  last  session  of  Congress  the  commissioner  recommended  the  enactment 
f  a  measure  which  provided  In  substance  that  all  trespassers  (whether 
hnr^eable  with  fraud  or  not)  on  withdrawn  oil  lands  outside  the  naval  reserves 
vho  have  producing  wells  should  be  given  leases,  at  a  one-eighth  royalty,  of 
he  lands  claimed  by  them  and  on  which  such  wells  are  located.  The  commis- 
ioner  appears  now  to  proceed  on  the  assumption  that  his  recommendation  Is 
ertain  to  be  enactetl  into  law,  and  therefore  that  the  only  Government  interest 
/hich  need  be  conserved  in  any  case  is  a  one-eighth  royalty  interest.  He  appar- 
ntly  forgets  that  h!s  recommendation  met  with  overwhelming  opposition  in 
JonfH'ess  and  was  disapproved  both  by  you  and  the  President.  In  your  letter 
3  me  of  February  28,  1917,  discussing  the  feasibility  of  another  measure  for 
*nslng  withdrawn  lands  outside  the  naval  reserves  to  claimants  thereon,  you 
nltl,  "  But,  of  course,  no  claimant  who  was  attempting  to  secure  the  lands  by 
raiul  would  be  allowed  to  have  a  lease  to  any  portion."  Nevertheless,  the 
vstexn  of  operating  agreements,  continued  Indefinitely  and  extended  Indus- 
riously,  is  composed  largely  of  the  very  leases,  in  substance  and  effect,  which 
ou  condemned.  In<leed,  the  agreements  are  more  objectionable  than  the  pro- 
ose<l  leases  In  that  they  do  not  give  the  Government  one-eighth  as  an  absolute 
33'alty  but  only  the  riglit  to  litigate  for  that  amount. 

Tlie  magnitude  of  the  operations  under  the  36  agreements  before  mentioned 
i  impressive.  The  records  show  a  total  production  to  February  28,  1917,  of 
5  545,880,   of   which   $4,851,046  has   been   paid   over   beyond   recall    to   the 
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fact  that  the  deeds  have  not  been  delivered  does  not  alter  the  situation.  That 
Is  a  mere  formality  and  the  present  situation  of  the  parties  In  no  wise  depends 
upon  it. 

In  this  connection,  it  is  significant  to  note  that  in  paragraph  10b  of  the  con- 
tract, the  Midwest  Interests  do  agree  to  cause  to  be  released  and  agree  to  re- 
lease throiigli  the  action  of  the  Colorado  Oil  Purchasing  Co.  a  certain  contract 
entered  into  January  13,  1911,  between  the  Petroleum  Maatschapplj  Salt  Creek 
of  The  Hague,  Holland,  and  the  Reed  Investment  Co.,  and  the  Reed  Investment 
Co.  agrees  that  this  contract  may  be  released  and  discharged  and  shall  place 
in  escrow  In  the  Stock  Growers'  National  Bank  of  Cheyenne,  together  with 
such  instruments  of  conveynnce,  an  instrument  in  writing  releasing  and  dis- 
charging said  contract,  which  Instrument  shall  be  delivered  at  the  time  of  the 
delivery  of  said  deeds  or  coincident  therewith.  Yes,  it  Is  a  fact  that,  in  sup- 
port of  several  contracts  applied  for  by  these  interests  under  the  act  of  August 
2,'>,  1914  (38  Stat,  708),  there  has  been  filed  in  this  office  a  certificate  signed 
by  tlie  Reed  Investment  Co.,  and  acknowledged  by  the  president  and  secretary 
thereof  that  this  contract  has  been  canceled.  Apparently  this  Instrument  has 
been  dellveretl. 

Although  no  such  suggestion  was  made  in  the  letter  of  January  5,  yet,  at 
the  hearing  it  was  asserted,  when  the  point  as  to  the  nature  of  this  agree- 
ment was  being  considered,  that  it  might  never  become  effective  or  fully  ex- 
ecuted, for  the  reason  that  there  might  be  a  default  on  the  part  of  one  or  the 
other  of  the  parties  in  complying  with  some  of  the  terms  of  the  contract.  It 
was  conre<led  that  there  was  no  present  iwsslbility  of  any  such  default  It 
is  clear,  however,  from  the  letter  of  Mr.  Schuyler  to  Mr.  Burdlck,  dated  Oc- 
tober 17,  1912,  which  has  been  presented  as  Indicating  the  construction  placed 
upon  the  Instrument  by  the  former,  that  the  only  reason  for  delaying  the  de- 
livery of  the  deeds  conveying  the  lands  was  because  of  the  fact  that  it  would 
require  some  time  to  determine  which  possessory  title  would  be  relied  upon  to 
secure  patent  from  the  Government.  It  was  not  through  any  fear  of  failure 
of  either  party  to  comply  with  the  terms  of  the  contract,  or  any  necessity  for 
waiting  until  other  things  of  minor  Importance  had  been  done  which  the 
contract  called  for.  The  various  things  which  are  to  be  done  are  merely  In 
aid  of  the  vesting  of  the  titles  as  contemplated,  or  In  disposing  of  the  litiga- 
tion which  was  then  pending.  Moreover,  it  appears  that  there  has  already 
been  compliance  with  at  least  some  of  the  obligations  Imposed  by  this  con- 
tract In  addition  to  tlie  canceling  of  the  Reed  Investment  Co.  contract  re- 
ferre<l  to  herein,  the  Midwest  Interests  have  dismissed  the  protest  filed  by 
them  against  the  application  of  the  Petroleum  Maatschapplj  Salt  Creek  for 
patent  to  the  southeast  quarter,  section  23,  township  40  north,  range  79  west 
This  action  was  required  by  the  contract.  Again,  the  contract  provided  for 
the  dl8nil.«sal  of  certain  litigation  pending  In  the  local  courts  In  Wyoming. 
This,  I  am  advised,  has  been  done.  Nothing  specific  was  suggested  in  whidi 
there  might  be  a  failure  to  comply,  and  even  if  there  was  a  default  It  is  clear 
from  the  contract  that  it  would  not  affect  the  disposition  of  the  lands  as  pro- 
vided for.  That  was  the  main  thing  settled  by  this  agreement  and  if  some 
of  the  minor  obligations  were  not  carried  out  It  Would  not,  In  my  judgmeat 
Justify  the  other  party  In  treating  the  contract  as  annulled ;  on  the  contrary, 
such  breach  would  probably  be  the  subject  of  a  suit  or  legal  action  to  enforce 
the  right  of  the  other  party. 

The  second  proposition  is  that  there  was  no  merger  of  the  estates  of  these 
two  parties  Intended  or  resulting  from  this  agreement;  that  the  question  as 
to  which  was  the  superior  title  (that  based  upon  the  Midwest  locations  or  the 
Franco  locations)  was  reserved  and  that  It  was  the  Intention  of  the  parties  that 
the  conveyance  of  the  title  was  to  be  made  only  when  the  validity  of  one  or 
the  other  of  these  claims  of  title  was  established  and  that  these  adverse  salts 
therefore  present  Justiciable  questions. 

It  seems  to  me  the  statement  regarding  a  merger  Is  not  pertinent  My  under- 
standing of  merger  in  the  legal  or  equitable  sense  Is  the  vesting  In  one  person 
of  a  greater  and  a  lesser  estate  In  the  same  property,  both  of  these  estates 
flowing  from  one  common  source.  It  does  not  relate  to  a  consolidation  of 
two  distinct  and  collateral  titles  not  flowing  from  the  same  source  and  wfaldi 
are  equal. 

I  find  nothing  In  the  contract  In  support  of  the  contention  that  the  question 
of  superiority  of  title  was  to  be  left  to  the  courts  and  that  therefore  there  cduM 
not  be  any  conveyance  until  after  that  had  been  determined.  It  is  true  tint 
In  the  letter  of  Mr.  Schuyler  to  Mr.  Burdlck,  dated  October  17,  1W2,  it  wai 
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Staled  tbtit  such  was  the  former's  understanding  and  this  construction  of  the 
contract  was  concrurred  in  by  Mr.  Burdick  in  his  reply  of  November  20,  1912. 
However,  the  construction  placed  upon  the  contract  by  these  two  attorneys  as 
indicating  what  their  understanding  was  is  not  absolutely  conclusive  on  that 
point  since  they  can  not  bind  the  other  parties  signatory  to  it,  and  there  has 
been  nothing  presented  indicating  that  this  same  construction  was  placed  upon 
this  contract  by  these  other  parties.  Furthermore,  the  language  of  the  con- 
tract raises  considerable  doubt  as  to  whether  or  not  such  construction  of  it 
is  entirely  Justified.     Paragraph  3  recites  that — 

"  It  is  understood  and  agreed  that  the  resi)ective  chains  of  title  of  ea<c(h  of 
the  parties  shall  be  available  to  the  other  wherever  deemed  necessary  iu  connec* 
tion  with  the  acquisition  of  title  by  such  other  party;  each  party  may  in  ob- 
taining title  rely  upon  the  chain  of  title  of  the  other  as  it  so  desires  and  con- 
siders the  same  advisable,  and  may  use  the  same,  together  with  discoveries 
and  assessment  work  expended  thereon,  in  all  matters  pertaining  to  the  perfect- 
ing of  title  under  the  particular  chain  of  title  which  may  be  adopted  by  the 
parties  and  to  which  such  discovery  or  assessment  work  pertains." 

I  think  it  not  an  unfounded  or  unfair  conclusion  from  this  language  that  the 
intention  was  to  make  available  to  either  one  or  the  other  party  in  obtaining 
patents  to  the  land  from  the  Government  the  chain  of  title  upon  which  the 
rights  of  the  other  party  rested,  and  that  the  continuation  of  litigation  respect- 
ing Iheni  was  not  contemplatetl  In  this  connection,  the  recitals  in  the  contract 
are  significant.    It  sets  forth  that : 

**  It  is  desirable  for  the  parties  to  settle  and  adjust  all  differences  between 
them;  to  settle  all  controversies  between  the  parties  in  litigation  now  pending, 
as  aforesaid,  to  perfect  an  understanding  whereby  the  parties  shall  be  of  mutual 
aid  and  assistance  to  the  other  in  the  matter  of  adjusting  and  clearing  all  ques- 
tions of  conflict  raised  by  each  as  against  the  other  In  connection  with  their 
respective  titles  and  generally  to  reach  an  agreement  whereby  the  rights  and 
interests  of  each  shall  be  specified  and  defined  and  a  basis  agreed  upon  from 
which  the  parties  may  perfect  their  ownerships  and  develop  the  property  without 
the  necessity  of  further  litigation  and  without  further  discord  of  iiny  kind  or 
nature  between  them ;  and  to  that  end  the  relative  rights  of  each  in  the  proper- 
ties referred  to  have  been  settle<l,  agreiul  upon,  and  defined  as  hereinafter  in 
this  Instrument  set  forth." 

If,  as  the  instrument  asserts,  the  purpose  and  intention  was  to  settle  and 
avoid  litigation,  why  should  it  be  necessary,  for  instance,  as  to  those  lands 
which  were  to  be  set  over  unto  the  Midwest  Interests  and  as  to  which  Mr. 
Schuyler  in  his  letter  of  October  17,  1912,  to  Mr.  Burdick  asserts  that  It  is  his 
belief  that  the  Midwest  title  is  the  better,  for  Mr.  Schuyler  to  insist  tbat  his 
clients  be  sued  by  the  Franco  Interests  iu  order  to  denionstnite  to  hlni  the  cor- 
rectness or  incorrectness  of  his  belief,  particularly  as  both  titles  were  available 
to  him? 

Waiving,  however,  the  question  of  the  construction  of  the  contract,  and  assum- 
ing, as  was  earnestly  argued  at  the  oral  hearing,  that  the  question  of  the  sui)er- 
lorlty  of  the  one  chain  of  title  over  the  other  was  reserved  and  not  settled  by 
this  instrument,  yet  it  Is  clear  to  my  mind  that  this  contract  of  October  10,  1912, 
f;ettle<l  and  dlspose<l  of  the  rights  of  the  various  parties  In  and  to  the  tracts 
Involved  as  completely  as  could  have  been  done  and  that  there  remains  no  real 
substantial  issue  betw^een  them.  In  other  words,  even  if  these  adverse  suits 
were  to  be  allowed  to  proceed  to  a  trial,  the  determination  or  Judgment  of  the 
court  would  not  change  or  affect  the  status  of  the  parties  with  resfject  to  the 
use  and  possession  of  the  lands,  nor  would  It  affect  their  ultimate  title  to  them. 
Their  position  would  be  absolutely  unchanged.  Indeed,  it  is  a  safe  assumption 
til  at  any  attempt  upon  the  part  of  one  party  to  interfere  with  or  disturb  the 
other  in  Its  use  or  occupancy  of  the  lands  set  over  to  It  would  speedily  be  met 
by  injunctive  process ;  likewise,  the  failure  of  either  party  to  convey  title  or  to 
carry  out  the  other  provisions  of  this  agreement  would  result  in  legal  action 
seeking  specific  performance.  However,  It  Is  a<lmltted  by  the  parties  that 
neither  of  these  contingencies  Is  anticipated  or  even  thought  of. 

That  this  situation  renders  the  questions  at  issue  in  the  adverse  suits  moot  Is, 
I  am  convince<l,  settled  by  the  authorities,  and  the  only  effect  that  the  Judg- 
ment rendered  would  have  would  be  to  advise  the  parties  concerning  the  merits 
of  title  which  at  one  time  might  have  been  involved  in  dispute  and  respecting 
vrfiich  they  doubtless  possess  a  considerable  degree  of  curiosity.  See  Cleveland 
t?.  Chamberlain  (1  Black,  419),  American  Wood  Paper  Co.  v.  Heft  (8  Wall., 
856),  State  x\  Wheeling  &  Balmont  Bridge  Co.  (18  Howard,  421),  Miles  v.  Qreen 
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(159  U.  S.,  833),  South  Spring  HIH  Gold  Mining  Go.  v.  Amador  Medean  Gold 
Mining  Co.  (145  U.  S.,  300),  United  States  v.  Elliott  (74  Fed.,  ©2).  The  facts 
In  thp  onfce  of  Cleveland  v.  Chamberlain  closely  resemble  those  here  presented. 
In  that  case  the  suit  was  instituted  in  good  faith,  to  secure  annulment  of 
certain  alleged  fraudulent  assignments  and  transfers  of  a  d^)etor*s  property  to 
the  defendants.  After  interlocutory  decree  awarding  the  relief  souglit  by  the 
bill,  the  defendant,  Chamberlain,  procured  an  assignment  of  the  Cleveland 
Judgment,  thus  acquiring  equitable  title  to  that  Judgment  and  to  whatever 
property  or  money  might  be  recovered  under  it.  Thereupon  and  notwithstand- 
ing such  assignment,  Chamberlain  appealed  from  that  Judgment  to  the  Supreme 
Court  of  the  United  States,  apparently  intending  that  whatever  decree  might 
be  flnnlly  rendered  by  that  court  would  be  used  to  influence  the  result  of  other 
litigiitions  in  which  he  was  a  party.  On  motion,  accompanied  by  a  sufficient 
showing  of  facts  In  its  support,  the  court  dismissed  the  appeal,  and  in  that  con> 
nectlon  used  this  language: 

**  It  Is  plain  that  this  Is  no  adversary  proceeding,  no  controversy  between  the 
appellant  and  the  nominal  nppellee.  It  differs  from  the  case  Just  dted  in  this 
alone,  that  there  both  parties  colluded  to  get  up  an  agi-eed  case  for  the  opinion 
of  this  court;  here,  Chnml)erlain  becomes  the  sole  party  in  interest  on  both 
sides,  makes  up  a  record,  and  has  a  case  made  to  suit  himself,  in  order  that  he 
may  ohtnin  an  opinion  of  this  court,  affecting  the  rights  and  interest  of  persons 
not  parties  to  the  pretended  controversy. 

"We  repeat,  therefore,  what  was  said  by  the  court  In  that  cose:  •Any 
attempt,  by  a  mere  colorable  dispute,  to  obtain  the  opinion  of  the  court  upon 
a  question  of  law,  which  a  party  desii-es  to  know  for  his  own  Interest  or  his 
own  purposes,  when  there  Is  no  renl  and  substantial  controversy  between  those 
who  appear  as  adverse  parties  to  the  suit,  is  an  abuse  which  courts  of  Justice 
have  always  reprehendeil.  and  treated  as  a  punishable  contempt  of  court.*  ** 

So  also  In  the  American  Wooil  Paper  Co.  case,  supra,  where  one  of  the 
parties  to  the  litigation  had  become  the  owner  of  the  patents  which  It  involved, 
an  apiieal  to  the  Supreme  Court  was  dlsmlsseil  for  a  reason  thus  stated : 

"It  Is  said,  notwithstamling  all  these  negotiations,  exchanges,  anil  transfers, 
the  damages  for  the  alleged  infringement  In  the  bill  have  not  been  compromised. 
But  before  that  question  can  be  reached,  as  the  bill  was  dismissed  below  this 
court  must  hear  and  determine  the  question  on  the  merits,  whether  or 
not  the  defenses  set  up  In  the  answer  are  sustained  upon  the  proofs.  If  the 
court  should  determine  they  were  not,  then  the  question  of  damages  would 
arise;  If  otherwise,  not.  Now,  upon  this  question  of  merits  tlie  complainants 
own  both  sides  of  the  litigation,  and  control  them;  and,  in  the  langimge  of  the 
chief  justice,  in  the  case  of  Lord  v.  Veazie,  *  the  plalntiflT  and  defendant  have 
the  same  interest,  and  that  Interest  adverse,  and  In  conflict  with  the  interest  of 
third  persons  whose  rights  would  l)e  seriously  affected  if  the  question  of  law 
was  decided  in  the  manner  that  both  parties  to  this  suit  desire  it  to  be.*  And, 
for  this  reason,  the  case  should  not  l>e  heard  by  this  court." 

In  the  later  case  of  Mills  v.  Green,  supra,  an  Injunction  to  restrain  elec- 
tion olflcers  from  refusing  to  permit  the  plaintiff  to  vote  at  a  certain  election 
in  the  State  of  South  Carolina  had  been  denied,  and  from  that  denial  an 
appeal  was  taken  to  the  Supreme  Ck)urt.  Pending  that  appeal  the  election  was 
held  and  plnlntiff  was  prevented  from  voting,  as  In  his  bill  he  had  alleged  lie 
would  be.  It  appearing  to  the  Supreme  Court  that  the  relief  which  the  appel- 
lant desired  could  not  be  granted  him,  and  that  any  Judgment  which  might  l>e 
rendered  would  be  Impotent,  the  appeal  was  dismissed,  the  court  referring  to 
numerous  cases  Involving  the  principle  that  a  moot  controversy  Is  not  Justici- 
able, among  others  the  cases  from  which  the  above  quotations  have  been  made. 

On  the  point  that  this  contract  Is  merely  an  agreement  to  convey  in  tlie 
future  and  hence  does  not  deprive  the  Franco  Interests  of  their  right  to  adverse 
and  sue  to  protect  their  rights,  you  cite  the  case  of  Wolverton  t?.  Nichols  (119 
U.  S.,  485).  In  that  case,  Mrs.  Wolverton  brought  an  adverse  suit  under  section 
2320,  Revised  Statutes,  against  certain  applicants  for  patent.  It  was  asserted 
that  having  executed  an  agreement  to  convey  the  premises  involved  In  the  liti- 
gation to  a  smelting  company  and  that  company  being  In  possession,  she  had 
not  the  right  to  bring  the  action.  The  Supreme  Court  held  that  she  liad. 
There  Is  nothing  In  the  opinion,  however,  to  show  any  privity  between  the 
smelting  company  and  the  defendants,  and  the  case  Is,  therefore.  In  no  sense 
parallel  with  that  here  presented.  The  langimge  of  the  court,  which  Unme- 
d lately  follows  that  quoted  by  you,  Indicates  clearly  the  relation  between  Mrs. 
Wolverton  and  the  smelting  company ;  in  speaking  of  the  agreement  to  couvey 
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and  Mrs.  Wolyerton*s  interest  in  the  maintenace  of  the  suit,  the  court  said, 
(d.  488) : 

•*  She,  therefore,  was  Interested  to  defeat  the  claim  of  the  defendants,  who 
were  seeking  to  get  that  patent ;  it  was  her  duty  and  her  interest  to  contest 
their  claim  and  have  the  right  to  the  patent  decided  in  favor  of  tlie  claims  which 
she  set  up  as  b^ng  derived  from  her  Inte  husband.  This  was  necessary  to 
enable  her  to  make  that  'good  and  sufficient  conveyance'  which  this  cove- 
nant required,  and  which  had  never  been  made,  and  if  she  had  stood  by  and  per- 
mitted the  defendants  to  obtain  the  patent  from  the  United  States  she  would 
have  been  unable  to  comply  with  her  contract  to  convey  a  good  and  sufficient 
title  to  the  smelting  company." 
Further,  the  court  said,  page  490 : 

"In  fact,  so  far  as  regards  the  right  of  possession,  which  alone  is  in  con- 
troversy in  this  suit,  the  interest,  the  claim,  and  the  rights  of  the  plaintifFs — the 
AVolvertons — and  of  the  smelting  company,  are  in  privity  with  each  other  and 
are  Identical." 

In  support  of  your  contention  that  these  adverse  suits  do  not  present  moot 
questions,  you  state  in  your  letter  that  while  it  is  true  that  the  letter  of  the 
terms  "  adverse  claims  "  and  "  adverse-  suits  "  implies  hostility,  and  while  you 
can  not  present  any  exactly  parallel  circumstances,  you  believe  the  general 
principle  that  there  may  be  valid  divisions  of  territory  by  stipulations  of  par- 
ties followed  by  consent  Judgment  is,  in  effect,  strictly  analogous;  and  that 
courts  have  recognized  such  stipulations  without  investigating  the  facts  for  tne 
purpose  of  determining  whether  they  Justify  the  Judgment,  and  that  the  Secre- 
tary of  the  Interior  has  enforced  such  stipulated  Judgments.    Two  cases  are 
cited:  One  the  Stranger  Lode  (28  L.  D.,  321);  the  other,  the  Greater  Gold 
Belt  M.  Co.  (28  L.  D.,  308).    In  the  former  case,  in  an  adverse  suit  between 
two  conflicting  alleged  claimants  a  Judgment  was  endered  by  consent  of  the 
parties,  awarding  to  one  of  the  parties  a  small  tract  of  land,  a  portion  of  the 
premises  in  conflict  and  controversy.    In  the  other  case,  there  was  a  Judgment 
on  stipulation  whereby  a  portion  of  the  premises,  the  subject  matter  of  the 
adverse  suits  and  in  conflict,  was  decreed  to  one  of  the  litigants.    However, 
both  of  these  cases  fall  far  short  of  being  similar  to  the  situation  presented  In 
the  adverse  suits  now  under  consideration.    If,  after  these  parties  had  made 
their  settlement  agreement,  they  had  brought  a  suit  to  determine  which  of  tliem 
had  the  better  title  to  the  premises  conceded  by  one  to  the  other,  then  the 
situation  would  be  such   as  that  which  now  confronts  us  In  these  cases. 
However,  the  parties  seemed  willing  to  rest  upon  tlieir  own  agreement  and  did 
not  seek  to  have  a  Judicial  determination  of  the  matters  already  settled  by 
their  stipulation  and  consent  Judgment. 

Ck)nsidcrable  was  said  In  your  letter  ns  to  the  characteristics  and  functions  of 
adverse  suits.  Stress  is  laid  on  the  phrases  "  right  of  possession,"  *'  title  to  the 
ground  in  controversy,"  "which  of  the  applicants.  If  either,  is  entitled  to 
receive  a  patent  from  the  Government,"  used  in  Judicial  decisions,  and  which 
It  is  asserteil  will  give  support  to  the  contention  of  these  adverse  suits  present- 
ing a  Justiciable  question.  However,  in  all  of  those  cases  which  are  cited  the 
court  had  before  it  a  case  where  parties  were,  ho  far  as  the  records  showed, 
actively  opposed  to  each  other  and  where  the  Judgment  of  the  court  would  give 
to  one  party  or  the  other  the  right  to  the  use  anrl  enjoyment  of  the  lands  in 
controversy.    Such  Is  not  the  situation  In  these  adverse  suits. 

There  is  another  aspect  of  this  situation,  and  that  is  that  these  parties  having 
amicably  adjusted  their  differences  and  being  bound  by  the  terms  of  the  con- 
tract to  work  in  harmony,  to  the  end  that  the  titles  to  these  lands  may  be 
obtained  from  the  Government  and  vest  in  accordance  with  the  agreement, 
tliere  would  be  little  inducement  for  that  full  and  complete  disclosure  of  the 
defects  of  the  respective  titles  which  would  necessarily  be  presented  If  the 
Interests  were  truly  adverse;  yet  the  Judgment  rendered  by  the  court  In  such 
suits  would  be  presented  to  this  office;  and  while  not  binding  upon  this  depart- 
ment, I  have  no  doubt  that  It  would  be  urged  that  weight  should  be  given  to  it 
as  the  Judgment  of  the  court  in  which  under  the  law  Jurisdiction  was  vested  to 
determine  possessory  rights. 

It  was  said  that  the  course  pursued  by  the  parties  in  these  adverse  suits  was 
not  prejudicial  to  the  Government,  and  that  it  was  best  calculated  to  bring  the 
matters  to  an  expetlitlous  determination;  that  a  Judgment  of  the  court  on  the 
merits  of  the  two  lines  of  title  would  eliminate  one;  and  that,  further,  should 
It  happen  that  the  court*s  Judgment  was  against  both  parties,  holding  that 
neither  was  entitled  to  possession,  this  might  avoid  the  necessity  of  further 
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Adjudication  of  any  question.  iVs  to  ttte  latter  possibility,  in  view  of  what  has 
been  said  in  the  prec*eding  para^aph,  and  of  the  offensive  and  defensive  alli- 
ance provided  for  in  the  aforesaid  contract,  in  the  face  of  which  the  cases  wouhl 
be  tried,  I  am  inclined  to  the  belief  that  the  likelihoofl  of  any  such  remiU 
would  be  exceedingly  remote. 

It  is  strongly  argued  that  the  dismissal  of  these  adverse  suits  will  deprive  the 
parties  of  this  contract  of  the  benefit  of  one  source  of  title,  contrary  to  tlielr 
Intent,  which  was  to  keep  them  both  alive,  so  that  in  case  of  the  failure  of  oDf 
the  other  might  be  available  as  a  basis  for  procuring  a  patent  from  the  Govern- 
ment ;  that  it  would  be  unjust  to  the  parties  to  place  them  in  this  status.  Ii 
seems  to  me  a  sufliclent  answer  to  state  that  this  contract  was  entered  into  by 
the  parties  on  their  own  volition  without  the  knowledge  of  this  department, 
and  that  when  applications  for  reinstatements  were  presented  the  parties  wen? 
aware  of  their  situation  under  the  contract  then  in  existence,  and  that  if  they 
find  themselves  in  a  less  advantageous  position  It  clearly  is  one  of  their  miT5 
making. 

It  Is  also  contended  that  the  dismissal  of  the  adverse  suits  might  operate  as  & 
waiver  of  whatever  rij^ht  the  advei-se  claimant  has  under  the  mining  laws  to  thf 
ground  In  conflict ;  decisions  are  cited  Intimating  that  such  may  be  the  cas».  In 
view  of  the  matters  hereinbefore  stated  I  am  unable  to  see  how  this  could  in  ai.y 
way  change  the  situation  as  to  the  propriety  of  these  adverse  suits,  even  If  it 
were  true.  As  you  state<l  In  your  letter,  none  of  the  cases  cited  are  exactly  in 
point  In  that  none  of  them  appear  to  be  Instances  where  the  application  for 
patent  was  finally  rejecte<l  or  the  entry  canceled.  While  the  exact  question  hen? 
presentefl  has  not,  so  far  as  I  am  aware,  be^m  passed  ufwn  by  the  courts  or  th<» 
department,  I  know  of  no  reason  why  a  claimant  who  disnds.ses  his  adverse  sui: 
against  an  applicant  for  patent  may  not  prosecute  an  application  in  his  owt^ 
behalf  after  the  application  adversed  and  the  claim  of  any  other  prevailinf 
adverse  claimant  have  been  finall  rejected  or  canceled. 

I  fully  agree  with  you  that  this  matter  Is  important.  It  is  especially  so  to  tbf 
Government ;  the  lands  Involved  constitute  one  of  the  most  valuable  oil  fields  f.^ 
its  size  fn  the  country,  from  which  there  is  now  a  heavy  production.  The  lan<l< 
are  withdrawn  with  the  view  to  carrying  out  certain  governmental  polId«: 
deemed  to  be  most  conducive  to  the  public  interest.  This  is  not  merely  a  matter 
In  which  private,  conflicting  interests  alone  are  concerned,  but  one  in  which  the 
Government  is  a  much  interested  party.  The  right  of  the  applicants  for  patent 
to  receive  full  title  to  these  lands  Is  unsettlwl  and  undertermlned  by  the  T^itid 
Department.  Each  of  the  respective  groups  of  Interests  parties  to  this  <*ontm«"f 
have  heretofore  in  numerous  instances  seriously  questioned  the  title  of  the  other 
to  portions  of  the  land  In  question,  both  In  the  courts  and  before  this  depjirt- 
ment.  At  the  present  time  operations  are  being  conducted  on  the  lands  in  qn^ 
tion  under  some  12  contracts  imder  the  act  of  August  25,  1914,  whereby  one- 
eighth  of  the  proceeds  of  the  oil  produced  Is  deposited  as  security  for  whate\w 
claim  the  Government  may  have,  whereas  if  the  title  should  fail  the  Government 
would  be  entltletl  to  the  entire  proceeds ;  the  privilege  of  continuing  operation* 
on  what  is  practically  a  lease  basis  without  further  claim  for  damages  in  the 
event  the  application  shall  be  finally  denied  Is  largely  on  the  theory  that  app!i 
cants  for  patent  will  be  presumed  to  be  entitled  thereto  until  determinatino 
otherwise  has  been  made.  Under  the  statute  (R.  S.,  sec.  2326)  this  depart- 
ment has  heretofore  considered  itself  without  jurisdiction  to  proceed  further  to 
determine  the  right  of  these  applicants  to  patent  by  reason  of  these  pen«liK 
adverse  suits,  with  respect  to  which  It  now  appears  there  is  no  real  controvert 
between  the  parties. 

I  have  to  repeat,  therefore,  that  I  am  unable  to  see  my  way  clear  to  retv*!? 
from  the  views  expressed  In  my  letter  of  December  18,  last,  on  the  same  subject, 
save  and  except  that  In  those  cases  where  there  arc  pending  adverse  claims  an^ 
suits  by  the  Lobell  Interests  and  J.  H.  Bury  I  see  no  necessity  or  advisability  it 
this  time  of  requesting  the  dismissal  of  the  adverse  suits  of  the  Franco  Interests 
for  the  reason  that  so  long  as  tlie  Lobell  adverse  suits  and  claims  are  containe"? 
in  goofl  faith  it  would  appear  that  the  court  properly  has  jurisdiction  to  bear 
and  determine  the  rights  of  the  respective  parties.  This  being  the  case,  the  <U* 
mi&sal  of  the  Franco  adverse  suits  in  those  cases  where  there  are  also  Ix>ben 
adverse  suits,  would  not  necesisarily  hasten  the  opportunity  of  this  departmeiit 
to  proceed  with  the  determination  of  the  right  of  the  applicants  to  a  patent.  «bJ 
the  retention  by  the  parties  of  whatever  advantage  they  may  claim  by  reas«s 
of  the  two  lines  of  title  would  not  Interfere  with  the  interests  of  theOovertn 
ment,  so  tar  as  now  appears. 
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What  hasr  been  said  regarding  the  adverse  suits  by  the  Franco  interests  is 
equally  applicable  to  the  adverse  suits  filed  by  the  Success  Oil  Co.  and  the 
Economy  Oil  Co.,  parties  to  said  contract,  and  constituting  a  part  of  the  so-called 
Midwest  Interests. 

Very  respectfully. 

Clay  Taixman,  ComtrUssioner. 

STATEMENT  OF  HON.  CLAT  TALLMAN— Besiimed. 

The  Chairman.  Mr.  Commissioner,  have  you  anything  you  care  to 
add  to  your  testimony  of  yesterday  ? 

Mr.  Tallman.  Mr.  Chairman,  as  to  any  other  aspects  of  this  oil- 
land  controversy  and  prospective  legislation  that  is  under  consider- 
ation, I  do  not  think  there  is  anything  I  can  add  that  would  not  be 
a  mere  duplication  of  much  that  you  have  heard.  As  to  what  I  said 
yesterday,  in  the  course  of  the  discussion,  while  everything  that  we 
have  done  in  our  department  is  open  to  your  inspection,  and  we  in- 
vite it  and  have  no  excuses  to  make,  I  do  not  want  the  committee 
to  misunderstand  the  character  of  the  cases  we  were  dealing  with. 

In  all  of  my  talk  yesterday,  with  respect  to  the  making  of  these 
contracts,  where  there  were  charges  denominated  as  "  fraud,"  I  had 
in  mind  only  these  particular  oil-land  cases.  I  was  not  talking  about 
any  other  cases,  and  the  so-called  frauds,  in  the  face  of  which  we 
have  made  those  contracts,  were  in  all  instances,  so  far  as  I  now  re- 
call, the  so-called  dummy-locator  frauds.  Almost  invariably  those 
cases  are  cases  where  the  person,  who  has  expended  the  money  and 
who  has  done  the  development  and  would  stand  the  loss  in  case  of 
a  loss  of  the  property,  is  not  the  person  who  was  the  dummy  locator, 
and  almost  invariably,  so  far  as  I  know,  he  was  a  purchaser  without 
notice  from  a  dummy  locator.  There  have  been  a  few  cases  de- 
veloped— in  which  no  contract  has  been  made — where  the  evidence 
taken  in  the  court  might  possibly  show  a  knowledge  on  the  part  of 
the  operator  and  of  the  purchaser  of  the  existence  of  the  dummy 
locator;  but  no  final  decision  has  been  made  on  that  point,  and  I 
am  unable  to  say  anything  further  about  it  at  this  time.  I  simply 
want  to  make  it  clear  that  we  are  not  compromi^n^  with  williul, 
malicious  fraud  involving  perjury  and  misrepresentation,  and  fraud 
perpetrated  with  knowledge  aforethought.  We  have  looked  upon  the 
withdrawal  cases  as  cases  of  mistakes  and  failures  to  comply  with  the 
law  rather  than  frauds.  In  much  of  the  testimony  the  dummy 
locator  has  been  referred  to  as  a  fraud  and  not  as  a  case  of  mistake. 
While  this  is,  perhaps,  technically  correct,  the  fact  is  that  one  is  a 
mistake  just  as  much  as  the  other.  I  venture  the  statement  that  there 
is  not  a  single  one  of  these  operators  who  has  invested  a  great  many 
thousands  of  dollars  in  his  plants  who  would  ever  have  done  so  had 
he  had  the  slightest  idea  that  there  was  a  defect  in  the  title,  not  ap- 
pearing on  the  record,  resulting  from  the  fact  that  some  locator,  or 
locators,  were  without  an  actual  bona  fide  interest  in  the  property. 
It  would  be  so  far  beyond  ordinary  business  prudence  that  it  is  not 
to  be  expected,  and  I  do  not  think  it  was  the  case. 

As  a  fair  sample,  I  decided  a  case  some  months  ago  in  which  cer- 
tain gentlemen  irom  Los  Angeles,*  thinking  they  would  like  to  try 
their  hand  at  the  oil  business,  got  together,  formed  a  little  syndicate, 
put  up  the  necessary  money,  and  sought  to  procure  an  oil  property 
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to  drill  and  develop  it    They  found  a  piece  of  property,  bon^t  it, 

Eut  down  wells  on  the  property,  made  it  a  producing  property  long 
efore  any  withdrawal  whatever.  The  record  was  clear,  attome]^ 
had  passed  on  the  title,  and  yet  when  we  came  to  investigate  it  we 
went  out  and  hunted  up  the  locators  and  we  found,  as  a  matter  of 
fact,  that  one  man  had  located  that  property  and  us^  the  names  of 
seven  of  his  fi*iends  and  thereby  acquired  title,  and  eventually  had 
transferred  it  to  these  people;  that  seven  locators  out  of  the  group 
were  admittedly,  under  their  own  oath,  without  any  interest  in  the 
property ;  and  under  those  circumstances  it  was  necessary  for  us  to 
decide  against  that  application  for  patent  and  defeat  it. 

Mention  was  made  yesterday  of  the  McCutcheon  case,  in  which  the 
judge  indicated  there  was  no  willful  fraud.  I  think  some  one  men- 
tioned that  the  Department  of  Justice's  representative  stated  that 
that  was  a  case  in  which  some  fair  compromise  should  be  made 
Now,  the  McCutcheon  case,  as  it  came  to  us  in  the  first  instance,  was 
strictly  a  dummy  case;  admittedly  so  by  nearly  every  locator  under 
his  own  oath,  and  yet  the  circumstances  were  such  as  to  show  that 
while  that  location  was  dummy,  it  had  been  made  with  a  view  to  cor- 
recting title,  and  they  sought  to  go  back  to  another  old  location  made 
before  the  one  for  which  application  for  patent  was  made^  in  which 
the  parties  were  interested  and  had  been  interested  all  the  time.  The 
courts  seemed  to  take  a  favorable  view  of  it,  though  some  of  the  same 
parties  were  interested  from  start  to  finish. 

Now,  in  practically  every  one  of  these  cases  in  which  we  hare  made 
contracts,  as  we  have  explained,  when  we  go  to  examine  the  facts 
we  find  a  situation,  so  far  as  the  validity  of  the  locations  is  con- 
cemed,  substantially  like  I  have  outlined  in  those  two  instances. 

In  addition  to  the  other  reasons  I  gave  yesterday  for  making  the 
contracts  on  the  basis  on  which  we  did  make  them,  I  want  to  make  it 
clear  that  the  charncter  of  fraud  which  existed  was  such  as  I  have 
endeavored  to  describe,  almost  invariably,  so  far  as  I  can  now  recall 
Hero  we  had  a  special  act  of  Congress  passed  with  full  bfiowledge  of 
the  situation  which  we  considered  authorized  and  contemplated  sub- 
stantially what  we  have  done.  We  tried  to  construe  that  act  in  the 
light  of  the  conditions  which  led  to  it,  and  the  history  of  these  case* 
and  the  surrounding  circumstances  and  to  carry  it  out  in  a  way  to 
nccomplish  its  purpose.  We  have  reported  fully  to  committees  of 
Congress  just  what  we  have  done  at  several  different  times. 

The  Chairman.  And  at  the  time  you  made  these  contracts  toj 
had  a  general  knowledge  of  the  character  of  the  charges  and  the 
character  of  all  of  these  cases,  did  you  not.  Mr.  Commissioner? 

Mr.  Tallman.  We  had  a  general  knowleage  and  in  many  of  them 
a  very  special  knowledge. 

The  Chairman.  And  so  far  as  you  know,  with  reference  to  these 
California  cases  and  these  Wyoming  cases,  some  48  in  California  and 
some  25  from  Wyoming,  do  any  of  those  cases  fall  outside  of  the 
description  you  have  just  given  here  sufficiently  to  amount  to  & 
glaring  or  a  willful  fraud  on  the  Government! 

Mr.  Tallman.  None  that  I  now  recall,  so  far  as  the  validity  of  tb& 
location  is  concerned. 

Mr.  Raker.  Mr.  Commissioner,  referring  now  to  the  dummy 
locator  specifically,  was  he  held  to  be  a  dummy  locator  because  be 
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Jut  the  Land  Department  does  not  so  hold.  These  gentlemen  have  courageously 
spent  their  money  in  the  oil  wells  of  the  West.  They  are  tle<l  up,  and  they  will 
)e  rulne<l  unless  you  do  something  for  them.  This  bill  makes  a  working  ar- 
rangement where  the  Secretary  of  the  Interior  can  preserve  the  rights  of  the 
federal  Government  and  permit  them  to  go  forward. 

**  Mr.  MoNDELL.  I  anj  in  accord  with  the  gentleman.  I  simply  wanted  it  to 
)e  understood  that  the  Interpretation  of  the  committee  was  that  there  was  to  be 
mpounded  an  amount  that  would  be  equivalent  to  a  fair  royalty  In  these  cases. 
[  only  wish  I  could  prevail  on  the  House  to  accept  an  amendment  that  would 
nake  it  clear  that  only  a  fair  royalty  could  be  retained." 

The  bill  was  passed  by  the  House  with  this  understanding.  The  Senate 
iccepted  all  amendments  proposed  by  the  House,  and  when  the  c<mference  reix)rt 
vas  adopted  by  the  House,  Mr.  Mondell  stated,  page  14047,  Congressional  Rec- 
)rd,  August  20,  1914 : 

"  One  thing  more.  The  bill  as  It  passed  the  House  Is  unfortunate,  It  seems  to 
ne,  In  that  it  leaves  entirely  in  the  discretion  of  the  Secretary  of  the  Interior 
vhether  he  shall  Impound  all  of  the  product  of  the  wells  on  the  lands  which  may 
)e  brought  within  the  provisions  of  the  bill,  or  whether  he  shall  impound  a 
>ortIon  of  those  proceeds,  such  portion  as  would  be  a  reasonable  royalty.  The 
gentlemen  on  the  committee  say  that  they  understood  that  the  Secret J»ry  will 
mpound  such  proi)ortion  of  the  proceeds  as  would  constitute  a  reasonable  roy- 
ilty.  That  would  be  the  logical  and  reasonable  and  proper  thing  to  do.  That 
s  what  we  hope  the  Secretary  will  do,  but  the  Secretary  has  much  broader 
lower  than  that,  and  I  fear  that  In  some  cases  he  will  be  Importuned  to  take 
iction  which  will  not  afford  these  people  much  relief.  I  trust  that  in  carrying 
mt  the  provisions  of  the  law  he  will  proceed  upon  the  assumption  that  these 
}eople,  having  applied  for  title,  he,  while  the  matter  Is  under  consideration,  may 
)e  ullowe«l  to  operate  freely  and  receive  and  keep  all  the  oil  or  gas  taken  from 
he  land  except  such  portion  of  it  as  would  make  a  fair  and  reasonable  royalty 
f  the  application  for  title  shall  finally  be  denied.  The  fact  is,  however,  that 
nost  of  the  people  who  can  come  under  the  provisions  of  the  bill  in  its  amended 
'orm  are  so  clearly  entitled  to  a  patent  that  it  should  be  granted  without  delay." 

As  early  as  January  7,  1915,  the  Senate  Committee  on  Public  Lands  was  ad- 
rised  of  the  procedure  we  were  following  under  these  contracts,  as  regards  the 
proportion  required  to  be  deposited.  (Hearings,  H.  R.  16136,  p.  17.)  Congress 
.vas  again  fully  advised  at  the  time  of  the  joint  conference  of  the  Committees 
)n  Public  Lands  with  representatives  of  the  departments  on  H.  R.  406  (see  re- 
)ort,  pp.  133-140).  and  official  reports  have  stated  just  what  has  been  done. 

Kven  had  there  been  no  direct  expression  of  (pinion  In  Congress  as  to  the 
)asls  up<m  which  these  contracts  should  be  made.  It  Is  my  judgment  that  the 
imount  to  be  retalne<l  and  Impounded  by  the  Government  should  be  essentially 
m  a  royalty  basis,  but  as  shown  by  the  foregoing.  It  was  clearly  the  Intentien 
ind  understanding  of  Congress  that  this  Interpretation  should  be  placed  upon 
he  law  that  was  enacted.  Convinced  as  I  am  that  my  Interpretation  and  admin- 
strntion  of  this  act  Is  in  strict  accord  with  Its  letter  and  spirit  and  with  the 
n  tent  ion  and  desire  of  Congress,  I  must  repeat  that  while  I  am  ready  and  wili- 
ng to  reconsider  any  specific  case  with  the  view  to  determining  whether  or  not 
ve  nre  impounding  the  equivalent  of  a  fair  royalty,  I  can  not  see  my  way  clear 
irbitrarily  to  require  that  all  these  contracts  be  changed  so  as  to  provide  for 
he  Impoundment  of  the  entire  proceeds  less  operating  expenses.  In  effect  a  can- 
cellation of  the  contracts  and  a  denial  of  the  benefits  contemplated  by  the  act. 

However,  in  view  of  your  contention  that  my  administration  of  this  act  may 
leprlve  the  Government  of  large  amounts  of  money,  I  am  perfectly  willing  to 
oin  you  In  submitting  the  entire  matter  to  the  Senate  and  House  Committees  on 
^ubllc  Lands  for  such  action  as  they  may  see  fit  to  take. 
Cordially,  yours, 

Fbanklin  K.  Lane. 

The  Attobney  General. 

Mr.  Church.  Mr.  Tallman,  the  only  object  of  passing  the  law  of 
August  25,  1914,  was  to  give  the  people  an  opportunity  to  sell  their 
)il,  was  it  not? 

Mr.  Tallman,  Yes,  sir. 

Mr.  Church.  Now,  then,  had  vou  impounded  all  of  the  oil,  as  was 
contended  by  the  Department  of  Justice,  you  would  have  absolutely 
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Mr.  Tallman'.  I  should  say  so,  Mr.  Chairman. 

The  Chairman.  And  is  not  that  view  pretty  generally  shared  bj 
the  oil  men! 

Mr.  Taixman.  I  think  so,  so  far  as  I  have  talked  with  them 
They  realize  the  insufficiency  of  existing  legislation.  Now,  for  in 
stance,  Judge  Biner,  of  the  district  court  of  Wyoming,  made  a  de 
cision  which  is  a  very  liberal  decision,  on  what  constituted  a  discov- 
ery. Now  that  decision,  I  am  told  by  oil  men  operating  in  Wyoming, 
has  had  a  most  unfavorable  effect  on  the  whole  Wyoming  situation 
It  has  led  to  the  placing  of  locations  and  the  attempt  to  hold  property 
by  making  that  sort  of  a  "discovery '"  to  the  detriment  of  bona  fii 
operatoi's  all  over  the  State  of  Wyoming  in  every  new  field.  It  is 
smiply  laying  the  foundation  for  more  trouble  and  more  litigation. 

The  Chairman.  That  decision  is  not  borne  out  by  the  other  de 
cisions  at  all,  is  it? 

Mr.  Tallman.  Well,  it  is  probable 

The  Chairman  (interposing).  No  other  decisions  have  gone  that 
far,  have  they  ? 

Mr.  TAI.LMAN.  I  hardly  think  so. 

The  Chairman.  As  a  matter  of  fact,  it  goes  much  further  than  am 
other  decision  on  that  subject. 

Mr.  Taixman.  It  so  impresses  me;  yes. 

Mr.  Taylor.  Did  not  the  circuit  court  of  appeals  sustain  it,  or 
decide  in  the  same  way  ? 

Mr.  Tallman.  No  ;  the  circuit  court  of  appeals  did  not  decide  it 
on  that  point  at  all. 

Mr.  Mats.  In  that  connection,  Mr.  Commissioner,  have  you  wn 
sidered  the  question  of  discovery  in  connection  with  the  oil  ^alesi 

Mr.  Tallman.  Yes,  sir;  we  have  given  that  considerable  consider 
ation  lately. 

Mr.  Mats.  Have  you  made  any  decision  on  that? 

Mr.  Tallman.  No;  the  Secretary  had  quite  an  extensive  conference 
with  the  Colorado  representatives  a  few  days  ago  who  are  chiefly 
interested,  but  no  conclusion  has  been  arrived  at  as  yet,  so  far  a*  1 
know. 

Mr.  Mats.  The  ordinary  discovery  as  it  applies  to  oil  fields  wouk 
be  impossible  in  oil-shale  country,  would  it  not? 

Mr.  Tallman.  The  ordinary  discovery  of  oil;  yes;  because  tht 
oil  does  not  exist  in  the  shale  as  oil. 

Mr.  Raker.  Now,  Mr.  Cominissioner,  getting  back  to  what  Istarte 
in  on,  I  want  to  take  a  suppositious  case.  Suppose  out  in  the  We?t 
in  one  of  these  local  towns,  there  are  a  barber,  a  blacksmith,  a  hd^ 
man,  a  saloon  man,  and  a  couple  of  prospectors  who  have  been  c^t 
over  the  country,  and  they  meet,  eight  of  them,  and  are  discussing 
matters  with  the  old  prospector,  and  he  tells  them  that  he  thinks  fct 
has  in  view  a  location  in  the  country  that  if  they  developed  it  thej 
would  find  oil,  and  they  make  an  arrangement,  and  a  location  is  m^i- 
properly  and  posted,  with  its  exterior  boundaries  marked  and  r^ 
corded ;  and  this  same  prospector  does  some  work  around  the  claim, 
but  all  of  these  men  are  financially  embarrassed  or  have  not  meti^ 
80  that  they  can  expend  $1,000  or  $1,500,  but  they  do  expend  $300  ot 
$400,  and  it  is  their  intention  to  give  a  lease  to  some  one  who  d<^ 
have  money  to  develop  it,  or  that  they  will  give  some  one  who  dotf 
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the  Secretary  of  tlie  Interior  In  reference  to  the  disposition  of  the  oil  during?  the 
time  when  their  right  to  a  patent  Is  yet  undetermined.  This  plan  will  work  a 
tinrdshlp  on  no  one,  for  if  a  patent  Is  Anally  grranteil  the  oil  may  be  returned  to 
the  owner  of  the  land.  If  the  patent  is  denied,  the  Government  has  lost 
nothing  by  reason  of  the  fact  that  the  well  has  been  operated  during  the 
nterira,  it  having  guaranteed  itself  against  loss  through  the  arrangement  of 
lie  Secretary  of  the  Interior  and  the  oil  operator.    ♦    •    ♦ 

"  Your  committee  was  unanimously  of  the  opinion  that  pending  a  time  when 
Lese  titles  could  be  definitely  settled,  and  pending  a  time  when  those  who 
leserve  patents  could  get  patents  and  those  who  should  be  denied  patent  could 
>e  formally  denied  patent,  such  temporary  working  arrangements  as  proposed 
n  H.  R.  15469  was  about  the  only  method  of  solving  the  problem. 

"  The  Secretary  of  the  Interior  is  a  man  of  broad  views,  keen  Intellect,  and 
lith  peculiar  and  accurate  knowleilge  of  the  actual  conditions  as  they  exist, 
nd  It  Is  the  thought  of  every  member  of  the  committee,  after  prolonge<l  hear- 
iigs  and  painstaking  attention,  that  this  bill  should  be  passed  at  once  for  the 
mrpose  of  preserving  what  the  Government  has  and  what  the  developers  of  oil 
leserve,  and  to  prevent  damage  and  disaster  from  any  source. 

"The  actual  method  of  working  Is  thought  to  be  that  the  Secretary  will 
etain  a  sufficient  portion  of  the  proceeds  of  the  oil  to  indemnify  the  Govern* 
lent  In  the  event  the  title  will  finally  be  held  to  be  adverse  to  the  claimants,  so 
hat  untold  hardships  may  not  follow.  Some  of  the  men  developing  oil  In  tb» 
California  region  have  almost  been  driven  to  bankruptcy.  Telegi'aphlc  appeals 
nd  personal  appeals  have  come  from  California  sources  urging  some  action 
n  the  part  of  Congress. 

"The  bill,  as  will  be  observed,  does  not  part  with  title  to  a  foot  of  land  or 

0  any  oil  or  gas  of  the  United  States,  but  merely  authorizes  a  continuance 
f  operations  to  prevent  waste,  decay,  destruction  by  water  breaking  in,  and 
ther  disaster  coming  from  the  nonuse  of  oil  machinery  and  oil  development." 

The  committee  report  appears  to  have  been  based  upon  your  letter  of  April 
0.  1914,  to  the  chairman,  which  is  set  forth  in  the  report  and  which  exhibits 
le  situation  and  the  intent  of  the  bill,  as  follows : 

"  The  proposed  legislation  is  peculiarly  applicable  to  the  California  oil  fields, 
here  a  large  number  of  locations  and  applications  are  under  investigation  or 
ivolved  In  proceedings  which  challenge  the  validity  of  the  locations  or  the 
?giilarity  of  tha  applications  presented.  Many  oil  and  gas  wells  are  in  actual 
[deration  upon  these  and  adjacent  lands,  and  by  reason  of  the  investigations  of 
le  department  and  certain  suits  instituted  by  the  United  States  to  enjoin  par- 
es from  removing  oil  from  the  lands,  the  operators  are  unable  to  disi)ose  of 
le  oil  or  gas  under  existing  laws  pending  adjudication  of  their  claims.    This 

disadvantageous  not  only  to  the  operators  but  to  the  United  States,  because 
13  failure  to  continuously  operate  the  wells  may  result  in  the  diminution  or 
^struction  of  the  oil  or  gas  values  through  introduction  of  water  into  the 
ells  or  by  reason  of  the  draining  of  the  oil  and  gas  deposits  from  under  the 
nds  Involved  through  wells  sunk  and  In  operation  upon  adjacent  patented 
mis.  The  situation  is  one  which  demands  immediate  attention  if  the  operators 
Id  the  United  States  are  to  \ye  savt»d  from  large  and  Irreparable  loss,  and  I 
irnestly  recommend  the  enactment  of  the  bill.    At  the  same  time  I  desire 

point  out  that  this  bill  gives  temporary  relief  only,  in  that  it  permits  of 
IJustments  which  will  permit  of  the  operation  of  oil  and  gas  wells  and  take 
re  of  the  proceeds  pending  the  final  adjudication  of  the  claims  by  the  de- 
rtment." 

The  situation,  shortly  stated,  was  that  applicants  for  patents  whose  titles 
d  been  questioned  by  your  department  were  unable  to  dIsi)ose  of  the  product 

their  wells,  and  were  thus  forced  to  discontinue  operations,  resulting  in 
tminent  danger  of  damage  to  the  proi)erty,  and  the  "  temporary  relief  "  which 
u  recommended,  which  the  committee  approved  and  which  Congress  adopte<l, 
18  calculated  to  '*  permit  of  the  operation  of  the  oil  and  gas  wells  and  take 
re  of  the  proceeds  pending  the  final  adjudication  of  the  claims  by  the 
partment." 

1  understand  "  the  proceeds "  to  mean  "  the  net  proceeds  " ;  that  is,  the  en- 
e  proceeds  less  the  cost  of  production.  The  committee  must  have  meant 
3  same  thing  when  it  stated  its  expectation  that  you  would  "  retain  a  suffi- 
^nt  portion  of  the  proceeds  of  the  oil  to  indemnify  the  Government  in  the 
SDt  the  title  should  finally  be  held  to  be  adverse  to  the  claimants."  Nothing 
s  than  the  net  proceeds  could  be  "  a  sufficient  portion  of  the  proceeds  "  to 
*ve  the  purpose  stated.    This  is  the  rule  established  L>y  the  courts  of  equi^ 
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Tlic  Chaibhak.  Yon  do  not  require  eadi  one  of  them  to  drive  i 


^'Sr. 


Elston.  Do  they  do  it  like  putting  up  a  circus  tent,  each  m 
driving  a  peg  together? 

Mr.  Kaker.  I  will  leave  you  to  inquire  of  the  Attorney  Generali 
office  whether  each  one  shall  drive  a  peg  or  not. 

Mr.  Elston.  You  come  from  a  mining  district,  and  I  thoogjil 
probably  you  knew  something  about  it. 

Mr.  Kaker.  Yes ;  I  have  some  ideas  about  it,  and  I  was  giving  job 
my  views. 

Now,  is  it  not  a  fact  that  in  many  instances  where  the  parties  haii 
proceeded  in  a  similar  way  to  the  one  I  have  designated,  there  comes 
a  controversy  as  to  the  rights  and  interests  of  the  locators  amonf 
themselves;  has  not  that  developed? 

Mr.  Tallman.  A  controversy  among  the  locators? 

Mr.  Baker.  Yes;  as  to  their  rights. 

Mr.  Tallman.  Yes;  that  has  very  frequently  occurred. 

Mr.  Raker.  And  the  man  who  is  contesting  against  the  others  o! 
the  association  which  has  obtained  the  property  either  hj  lease  or  b? 
sale,  while  he  can  not  divulge  all  of  his  claims  for  entries,  puts  for- 
ward the  fact  that  he  did  not  make  any  or  did  not  expect  any  claia 
but  just  loaned  his  name? 

Mr.  Tallman.  I  do  not  think  I  just  get  that  last  part,  Judge. 

Mr.  Raker.  I  will  put  it  in  a  different  form.  After  there  has  bea 
a  discovery  and  after  a  lease  has  been  made  or  a  sale  of  the  claim — - 

Mr.  Tallman.  I  understand. 

Mr.  Raker.  Do  you  not  find  among  the  records  of  the  I/and  Office 
protests  and  contests  originated  by  some  of  the  locators  themselves 
or  some  one  else  alleging  the  fact  that  they  were  dummy  locators, 
and  then  part  of  the  original  locators  contend  that  as  a  matter  of 
fact  they  had  no  real  interest  in  the  original  location,  but  simply 
loaned  their  names? 

Mr.  Tallman.  There  might  be  such.  You  mean  somebody  who  is 
sore? 

Mr.  Raker.  Yes;  that  is  what  I  mean. 

Mr.  Tallman.  And  he  was  in  it  all  right  in  the  first  place,  but  he 
wants  to  make  trouble  for  the  other  fellow,  so  all  he  has  to  do  is  b 
assort  that  he  did  not  have  any  interest. 

Mr.  Raker.  Exactly. 

Mr.  Tallman.  There  might  be  such. 

Mr.  Raker.  Well,  now,  if  the  department  holds,  or  if  it  is  heli 
that  a  man  must  have  had  an  actual  bona. fide  interest  or  claim  is 
the  property,  and  it  must  be  demonstrated  in  some  way,  does  it  np< 

?:ive  the  locator  an  opportunity  to  claim  afterwards  that  he  was  ic 
act  a  dummy,  and  that,  as  a  matter  of  fact,  has  not  that  been  done? 
Mr.  Tallman.  Well,  he  has  that  opportunity,  subject  to  be  con- 
troverted by  the  evidence  that  the  other  party  can  give. 

Mr.  Raker.  The  Attorney  General  illustrated  that  with  sevewi 
cases  here,  and  with  one  very  concrete  case,  where  a  man  had  a^ 
tnally  sold  the  property  to  locators  for  $1,000,000,  and  went  back 
East  to  compromise  with  some  of  the  locators  by  paying  them  $5rt^ 
Then  they  turned  around  and  said  that  they  claimed  that  ther 
originally  had  an  interest  in  the  property  for  which  they  were  ^ 
get  $15,000. 
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fill  and  intentional  fraud,  where  we  take  everything  we  can  get 
hands  on,  to  be  sure. 

he  Chairman.  Well,  if  it  developed,  and  if  you  had  cases  where 
I,  by  improper,  clandestine  undermining  and  gun  methods,  if  you 
ise,  were  getting  title  to  the  public  domain,  then,  you  would  not 

that  a  man  ought  to  be  entitled  to  a  contract  to  take  seven- 
iths  of  the  fruits  and  leave  only  one-eighth  of  it  for  the  Govern- 
it;  and  would  you  put  such  a  claimant  as  that  on  an  equality 
1  the  claimants  who,  through  a  misapprehension  of  the  law  and  in 
d  faith  thought  they  were  doing  what  the  law  authorized  them 
lo,  and  went  in  and  made  entry ;  and  do  you  not  make  any  dis- 
tion  between  those  cases,  and  should  not  your  department  in  all 
s  make  a  distinction  between  them? 

[r.  Tallman.  As  to  the  gun  method,  I  do  not  see  any  reason 

he  Chairman  (interposmg).  You  do  not? 

[r.  Tallman.  The  gun  method,  to  which  you  refer,  is  a  breach 
he  peace.  That  is  nothing  we  have  anything  to  do  with.  That  is 
witnin  the  jurisdiction  of  the  local  courts  of  the  State, 
he  Chairman.  But  the  most  effective  remedy  on  earth  you  have 
your  hands — to  withhold  the  title  and  to  withhold  the  pro- 
Is  of  the  wrongdoing — and  if  it  was  brought  to  your  attention 
:  claimants  through  vicious  and  violent  methods  were  seeking 
icquire  title  to  the  public  domain,  to  the  detriment  and  to  the 
stripping  of  innocent  and  defenseless  persons,  would  you  still 
^  ou  should  make  no  distinction  in  the  granting  of  relief  and  in 
granting  of  contracts  between  those  claimants  and  claimants  who, 

three  weeks  here,  have  been  pleading  all  sorts  of  good  faith, 
ch  I  largely  believe  in ;  should  not  there  be  a  distinction  between 
n? 
[r.  Tallman.  Mr.  Chaiiman,  in  the  first  place,  there  are  few,  if 

such  cases  occur;  in  the  next  place  you  are  stating  something 
t  does  not  constitute  fraud  at  all.  If  anything,  it  is  a  breach  of 
peace.  Moreover,  the  department  has  no  jurisdiction  over  mere 
fiicting  possessory  claims  to  public  lands,  all  such  controversies 
it  be  settled  in  the  local  courts.  You  doubtless  have  in  mind  the 
>  you  have  been  told  about — ^the  Honolulu  case — where  it  is 
ged  that  certain  people  were  contending  for  a  piece  of  unpat- 
id,  unwithdrawn,  public  land,  in  the  absence  of  any  appli- 
on  for  patent,  and  one  is  alleged  to  have  sought  to  keep  the 
lie  off  pending  the  commencement  of  development — a  matter  en- 
ly  outside  the  jurisdiction  of  our  department, 
lie  Chairman.  I  have  not  any  particular  case  in  mind  at  all,  Mr. 
nmissioner. 
Ir.  Smith.  Mr.  Chairman,  may  I  ask  you  just  one  question?    Do 

make  any  distinction  between  a  man  suspected  of  fraud  and  a 
1  who  has  been  Droved  guilty  of  fraud? 

he  Chairman.  Of  course  I  do.  It  seems  to  me  there  is  the  whole 
stion.  A  mere  charge  does  not  mean  they  are  guilty,  and  the 
imissioner  has  said  they  have  not  been  given  an  opportunity  of 
ing  that  out. 

he  Chairman.  True;  but  here  is  a  charge  made  by  a  representa- 
!  of  this  department,  and  here  is  the  commissioner  saying  he 
lid  make  no  distinction  in  any  case. 
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Mr.  Tallman.  That  contention  was  made  very  strongly  in  the 
trial  of  that  case.  The  wide  discrepancy  between  the  interest  taken 
by  McMurty  and  what  the  locators  got  out  of  it  makes  it  look  very 
much  as  if  they  raihei*  loaned  their  names  for  a  consideration,  tnd 
that  he  wanted  to  get  a  release  from  them  after  the  property  came 
to  be  worth  so  much. 

Mr.  La  Follette.  It  would  look  as  if  they  had  simply  sold  ife 
use  of  their  names  if  they  were  willing  to  take  $500  apiece,  knowing 
that  he  got  that  large  amount  out  oi  it,  and  that  ought  to  be  evi 
dence  enough  to  condemn  them,  but  they  might  have  been  fooled 

Mr.  Tallman.  That  is  true. 

Mr.  EusTOK.  I  suppose  some  of  them  were  fooled;  have  they  nm 
filed  suits  for  an  accounting? 

Mr.  Tallman.  I  understand  that  one  or  two  of  them  did. 

Mr.  Raker.  In  regard  to  this  pending  legislation,  I  would  likr 
to  ask  you  some  further  questions:  Those  who  have  gone  upon  the 
public  domain  which  is  unreserved,  and  have  done  what  they  thought 
was  necessary  under  the  placer  mining  law  in  the  matter  of  petro^ 
Icum  claims,  but  who  have  not  yet  made  discovery,  but  are  workin|[ 
in  good  faith  for  discovery,  should  be  relieved,  should  they  not^ 
Ought  not  there  to  be  some  provision  made  in  this  bill  whereby  that 
class  of  persons  should  be  permitted  to  proceed  to  final  discover 
of  wells  m  paying  quantities,  and  then  be  permitted  to  make  their 
applications  in  the  usual  form  for  patents? 

Mr.  Tallman.  Well,  in  the  first  place,  that  question  is  a  little  tc- 
general  to  make  a  definite  answer  to.  It  should  be  in  some  case$ 
and  in  others  not.  In  the  second  place,  you  will  find  that  the  Sec- 
retary, as  I  understand,  has  at  different  times  indicated  what  he 
thought  was  the  proper  limit  to  go,  and  I  do  not  care  to  make  any 
comment  on  that,  if  I  may  be  excused  from  it. 

Mr.  Eaker.  You  would  go  this  far,  Mr.  Commissioner,  and  ay 
that  all  bona  fide  claimants  who  have  tried  to  their  utmost  to  com- 
ply with  the  law  as  it  now  exists  ought  not  to  be  ruthlessly  deprived 
of  their  rights? 

Mr.  Tallman.  If  I  may  be  permitted  in  a  purely  personal  way. 
and  not  as  in  any  way  controverting  the  Secretary,  to  make  a  state 
ment  in  regard  to  that,  I  will  say  that  it  has  been  my  thought  for  a 
long  time,  as  a  practical  matter,  that  any  patents  that  are  isuec 
ought  to  be  issued  under  the  existing  law  and  not  under  a  changed 
law. 

The  Chairman.  Neither  broadened  nor  tightened? 

Mr.  Tallman.  Yes,  sir.  An  attempt  was  made,  when  w«  appear^i 
before  the  committee  three  or  four  years  ago  to  frame  up  n  relief 
measure  to  grant  patents  in  an  additional  class  of  cases^  and  you  vill 
recall  that  we  got  into  all  sorts  of  difficulties  on  that,  :ind  that  « 
could  not  frame  up  a  law.  It  was  sought  to  exclude  some  whom  ▼? 
thought  ought  to  come  in,  and  to  include  some  that  we  did  not  want 
to  have  come  in.  I  question  very  much  the  advisability  of  trying  t^ 
define  a  new  class  of  cases  in  which  patents  may  be  granteii.  I  iHm  k 
it  is  preferable  to  make  whatever  relief  you  see  fit  to  grant  in  tbe 
different  classes  of  cases,  to  consist  of  some  form  of  a  lease. 

Mr.  SiNNOTT.  Is  it  your  position  that  there  is  no  bona  fide  occu- 
pant of  a  location  which  had  its  inception  in  a  dummy  entry  t 
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Mr.  Tallman.  I  would  say,  yes,  if  I  correctly  understHnd  your 
question. 

Mr.  SiNNOTT.  There  could  not  be. 

Mr.  Tallman.  I  should  say  there  could  not  be. 

Mr.  SiNNOTT.  No  matter  how  manv  transfers  there  had  been  of 
the  original  entry  to  innocent  purchasers? 

Mr.  TAij4aiAN.  Yes^  sir;  that  would  not  help  the  situaiiou  at  j'll. 

Mr.  StNNOTT.  The  purchaser  buys  at  his  peril,  and  the  doctrine  of 
caveat  emptor  applies? 

Mr.  Tallman.  Very  much  so. 

Mr.  SiNNOTT.  And  the  courts  have  held  that? 

Mr.  Tallman.  Yes,  sir;  T  think  so,  and  the  department  has  held 
it  repeatedly.  The  only  way  in  which  the  courts  have  ever  verged 
off  from  that  general  proposition  has  been  to  hold  that  if  by  any 
chance  the  patent  issued  oefore  the  claim  is  attacked,  that  might 
change  the  situation  as  to  the  innocent  purchasers  before  patent. 

Mr.  La  Follette.  Was  not  the  Pickett  Act  passed  to  take  care  of 
cases  of  that  kind? 

Mr.  Tallman.  No,  sir;  I  think  that  law  does  not  apply  to  that 
case  at  all. 

Mr.  La  Follette.  Where  innocent  purchasers  had  acquired  prop- 
erty that  had  been  obtained  by  fraud  in  the  original  location,  do  you 
think  that  would  be  cured  under  that  law  ? 

Mr.  Tallman.  No,  sir ;  I  do  not  think  so. 

Mr.  La  Follette.  I  think  it  does  apply.  I  think  it  covers  that 
kind  of  situation. 

Mr.  Tallman.  Then  I  will  have  to  differ  from  you,  although  I 
may  be  wrong  about  it. 

Mr.  La  Follette.  If  the  title  is  fraudulent  on  its  face,  it  does  not 
apply,  but  I  think  it  does  cover  the  defense  of  a  title 

Mr.  Tallman  (interposing).  The  Pickett  Act,  in  the  fii'st  place, 
authorized  the  President  to  make  withdrawals,  and  then  it  says, 
"  provided,  that  the  rights  of  any  persons,  who,  at  the  date  of  any 
order  of  withdrawal  heretofore  or  hereafter  made,  is  a  bona  fide 
occupant  or  claimant  on  oil  or  gas  bearing  lands,  and  who  at  such 
dates,  is  in  diligent  prosecution  of  work  leading  to  the  discovery  of 
oil  or  gas,  shall  not  be  affected  or  impaired  by  such  order,  so  long  as 
such  occupant  or  claimant  shall  continue  in  diligent  prosecution  of 
said  work."  That  is  the  language  from  which  all  of  this  controversy 
has  sprung.  This  proviso  preserved  the  rights  of  bona  fide  occupants 
and  claimants  who  w^ere  in  the  diligent  prosecution  of  work  at  the 
date  of  the  withdrawal.  Now,  the  contention  has  been  made  that  if 
a  man  has  bought  a  claim,  notwithstanding  the  original  locator  was 
a  dummy,  if  he  has  taken  this  land  and  is  in  possession,  putting  down 
wells,  and  honestly  spending  money^  upon  it,  he  is,  under  this  lan- 
^age,  a  bona  fide  occupant  and  claimant,  no  matter  what  kind  of 
title  his  predecessor  may  have  held.  That  contention  has  been  made. 
I  do  not  think  the  department  has  subscribed  to  that  view,  and  I  do 
not  think  it  has  been  successfully  supported  in  the  courts,  although  I 
do  not  know  as  to  that.  I  have  not  heard  of  any  case  in  which  that 
contention  has  been  successful. 

Mr.  Church.  Mr.  Commissioner,  Mr.  Taft's  withdrawal  order  of 
S^)tember  27,  1909,  has  caused  a  great  deal  of  confusion  in  the  way 
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of  changing  the  status  of  the  people  who  were  on  the  withdrawn  land, 
or,  in  any  event,  on  account  of  that  withdrawal,  or  ever  since  that 
withdrawal,  a  great  number  of  people  have  been  asking  for  remedial 
legislation,  which  has  become  necessarv  by  reason  of  the  withdrawal 
I  think  that  is  probably  undisputed.  Now,  my  thought  is  this, 
that  if  we  now  change  the  law  again,  we  will  have  the  same  diflBculty. 
Outside  of  these  withdrawn  lands  everybody  in  this  country  is  in- 
vited to  prospect  for  oil  and  look  for  oil  under  the  placer  mining 
law  at  the  present  time — that  is,  outside  of  the  withdrawals.  A  great 
many  people  are  on  those  lands  to-day,  and  will  be  on  those  outside 
lands  at  the  date  of  the  passage  of  this  act  I  suppose,  diligently 
prosecuting  their  work.  Now,  if  a  law  is  enacted  which  changes  their 
status,  I  am  afraid  that  by  the  reason  of  the  passage  of  such  a  la\r. 
or  by  reason  of  any  change  of  the  present  law,  the  status  of  those 
people  will  be  changed,  and  for  10  years  to  come  people  will  be 
coming  on  here  asking  for  remedial  legislation,  or  tor  relief  from 
situations  which  have  arisen  by  reason  of  the  law  being  changeiL 
Ought  not  something  to  be  done,  or  some  legislation  passed,  in  onier 
to  prevent  us  from  railing  into  the  same  pit  that  we  fell  int^  because 
of  the  Taf t  withdrawal  ? 

Mr.  Tallman.  The  Senate  committee  covered  that  situation  in 
section  17.  As  to  how  well  it  is  covered,  or  whether  it  is  desirable 
to  cover  it  in  that  way,  I  have  no  suggestion  to  offer  at  this  time, 
but  I  think  that  section  17  of  the  Senate  bill,  or  the  bill  that  passed 
the  Senate,  is  intended  in  part  to  reach  that  very  situation  you  have 
described.  Undoubtedly  that  is  a  good  point,  and,  no  doubt,  if  that 
is  not  given  consideration,  we  are  liable  to  lay  the  foundation  fcr 
the  same  sort  of  trouble,  or  trouble  not  unlike  what  we  have  now, 
because  the  repeal  of  the  placer-mining  law  of  to-day  by  the  enact- 
ment of  another  law  would  necessarily  put  an  end  to  all  claims  that 
have  not  become  completed  and  perfected^  locations.  For  instance, 
here  is  a  man  in  the  field  drilling  a  well  industriously;  he  has  not 
made  discovery  as  yet,  and  before  he  has  made  discovery  you  come 
along  and  repeal  the  placer-mining  law.  Now,  if  he  has  not  gotten 
anything  under  the  placer-mining  law,  you  fix  it  so  that  he  can  not 
get  anything  under  it,  and  I  think  this  point  should  be  covered  in 
the  legislation. 

Mr.  CnuKcn.  Do  you  think  the  department  might  suggest,  some 
legislation  that  would  cover  that  situation? 

Mr.  Tallman.  Well,  I  think  that  might  be  done. 

Mr.  Church.  I  think  that  is  very  important,  because  otherwise  for 
the  next  10  years  this  committee  will  be  devoting  itself  in  the  same 
wav  that  is  has  during  the  last  10  years. 

The  Chairman.  Have  you  examined  section  31  of  the  bill  with 
reference  to  that?  I  wish  you  would  look  at  section  31.  That  is  a 
section  that  the  Department  has  at  all  times  explained  to  the  com- 
mittee as  affording  adequate  relief. 

Mr.  Church.  I  suggest  that  the  Attorney  General  will  have  some 
nice  fat  geese  to  pick  during  the  next  10  years,  just  as  he  has  had 
during  the  last  10  years,  if  some  provision  is  not  made  to  cover  that 
situation. 

Mr.  Tallman.  This  section  that  the  chairman  calls  my  attention  to 
would  probably  reach  the  cases  you  have  described. 
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.  The  Chairman.  That  is  a  section  that  has  twice  passed  the  House. 
Mr.  Tallman.  This  language  is,  "  Except  as  to  valid  claims  exist- 
ing at  the  date  of  the  passage  of  this  act,  and  thereafter  maintained 
in  compliance  with  the  laws  under  which  initiated,  which  claims 
may  be  perfected  under  such  laws."  Now,  whether  in  a  case  where 
there  is  a  man  in  possession  and  drilling  a  well  he  has  such  a  valid 
claim  as  would  be  protected  by  that  clause  is  more  or  less  open  to 
question.  The  circuit  court  of  appeals  the  other  day  held  that  a 
man  who  was  in  possession  and  was  drilling  a  well,  even  if  he  had  not 
made  a  discovery,  was  protected  under  the  language  of  the  with- 
drawal order  containing  similar  language,  because  that  was  the 
character  of  claim  that  the  President  had  in  mind — a  claim  the  courts 
would  protect. 
Mr.  Baker.  What  case  was  that? 

Mr.  Tallman.  The  Consolidated  Mutual  case,  in  the  Ninth  Cir- 
cuit Court  of  Appeals. 

Mr.  Raker.  I  want  to  say  in  that  connection  that  the  committee 
gave  much  thought  to  that,  and  Mr.  Lenroot  and  myself  were  ap- 
pointed as  a  subcommittee  on  that  section  31.  I  thought,  and  I 
always  thought  that  Mr.  Lenroot  was  of  the  same  opinion,  that  we 
were  covering  the  identical  character  of  case  suggested  by  the  com- 
missioner, or,  at  least,  that  was  my  purpose,  and  I  thought  that  we 
got  language  in  that  would  cover  it. 

The  Chairman.  Mr.  Commissioner,  will  you  turn  to  section  17  of 
the  Senate  bill  ?  You  will  find  it  on  page  23  in  the  right-hand  col- 
umn. I  want  to  read  that  again,  and  then  I  want  to  ask  you  two  or 
three  questions  about  it.    This  section  provides : 

That  the  rights  of  any  i)erson  who  on  the  first  day  of  Jaiiunry.  nineteen 
hundred  and  eighteen,  was,  and  ever  since  lias  heen,  a  bona  fide  occupant  or 
claimant  of  oil  or  gas  bearing  lands  open  to  appropriation  as  such  under  ex- 
isting law,  and  who  has  performed  all  acts  necessary  to  a  valid  mining  loca- 
tion thereof  except  to  make  a  discovery,  and  who  on  and  prior  to  said  date 
was  preparing  to  develop  such  lands,  and  to  discover  oil  or  gas  therein,  and 
who  shall  thereafter  continue  in  the  prosecution  of  work  without  unreasimable 
delay  leading  to  the  discovery  of  oil  or  gas,  which  work  may  be  done  on  said 
locations  successively,  shall  not  be  affected  or  Impaired  by  this  act  so  long  as 
8iich  occupant  or  claimant  shall  continue  In  the  said  prosecution  of  said  work. 
Such  occupant  or  claimant  so  continuing  shall  be  entitled  to  develop  and  prose- 
cute his  claims  for  patent  and  to  have  the  same  as  provided  by  existing  law 
for  certain  locations  not  excee<ling  in  the  aggregate  two  thousand  five  hundred 
and  sixty  acres. 

The  point  is,  does  not  that  language  which  I  have  just  read  author- 
ize every  paper  location  man  and  every  paper  location  company  and 
every  curbstone  speculator  in  Wyoming,  California,  Oklahoma,  or 
anywhere  else  to  improve,  complete,  and  make  certain  a  claim  which 
is  now  uncertain  and  a  claim  on  which  he  has  never  spent  one  dollar 
and  probably  never  will,  if  the  claim  is  made  certain  in  this  manner? 

Mr.  Tallman.  I  made  some  little  study  of  that  some  weekes  ago 
and  come  to  much  the  same  conclusion  that  you  have  expressed. 

The  Chairman.  I  do  not  say  that  anybody  wants  to  do  anything 
^rong  here,  and  I  am  satisfied  that  nobody  who  has  appeared  here 
For  the  oil  people  wants  to  do  anything  wrong,  or  they  have  not  im- 
pressed me  as  people  who  desire  to  do  wrong,  but  1  feel  morally 
^rtain  that  that  legislation  would  not  be  tolerated  or  countenanced 
yy  anybody  who  understood  it    Let  me  give  you  a  little  of  my  own 


1248  OIL  LEASING  LANDB. 

pei*sonal  experience:  When  my  part  of  the  country,  in  southwest 
Oklahoma,  was  opened  up  about  18  years  ago,  we  nad  about  eTerj 
curbstone  speculator  on  earth  coming  in  there  upon  us.  They  pro- 
ceeded to  get  wagons,  busses,  hacks,  and  every  other  kind  of  cod 
veyance,  and  drove  across  the  country  and  plastered  that  countrj 
over  from  one  end  to  the  other  with  these  paper  locations.  Immedi- 
ately following  that,  they  went  to  printing  offices  and  employed 
printers  to  prmt  fancy  gold  and  gilt  lettered  certificates  and  pro- 
ceeded to  sell  them.  Their  initial  act  was  a  disgrace  and  annoyance 
to  the  homesteaders,  and  often  it  was  an  intimidation  of  the  hom^ 
steader.  Their  later  procedure  was  a  fraud  upon  the  public,  in 
selling  that  worthless  paper.  Now,  that  same  proceedure  is  going 
on,  and  it  is  perfectly  natural  that  it  should  go  on,  at  any  place 
where  there  is  an  oil  boom  pending.  I  think  the  committee  ought 
to  be  exceedingly  careful  in  passing  upon  this  question,  and  the  oil 
men  themselves  are  interested  in  it.  1  want  to  ask  you  if  it  would 
not  be  proper  to  insert  some  language  in  that  section  17,  if  it  b 
retained  at  all,  to  effect  that,  before  we  make  certain  such  a  claim  bj 
legislation,  some  certain  sum,  definitely  stated,  must  have  been  ex 
pended  for  development  work,  other  than  for  driving  pegs  in  the 
ground  and  printing  and  selling  punk  stock. 

Mr.  Tallman.  I  rather  concur  in  your  views  on  that. 

Mr.  Raker.  They  can  not  sell  that  kind  of  stock  or  do  that  kiod 
of  business  in  California. 

Mr.  Elston.  It  has  not  been  possible  to  do  that  for  the  last  fin 
years. 

Mr.  Raker.  It  is  not  being  done,  and  the  development  work  that 
is  being  done  is  beinc  done  legitimately. 

Mr.  Elston.  We  have  in  California  a  corporation  conunissioner 
who  supervises  every  issue  of  stock  by  California  corporations,  and 
who  issues  licenses  for  the  sale  of  stock  by  every  foreign  corporation, 
and  there  has  to  be  presented  to  him  a  statement  of  the  assets  on 
which  the  stock  is  issued.  There  is  an  escrow  provision  coverin|r 
contingent  propositions.  The  stock  is  held  in  escrow  until  suffi- 
cient money  is  put  up  for  the  initial  development.  The  law  is  vejy 
rigid.  I  should  say  that  there  is  not  one  case  in  California  of  that 
kind. 

The  Chatoman.  I  am  very  much  gratified  to  hear  that- 

Mr.  Elston.  That  law  is  very  strict  and  is  well  administered. 

The  Chahiman.  California  is  to  be  congratulated  if  they  have  su<± 
a  law,  but  you  will  certainly  have  to  show  me  any  law  that  would 
be  effective  in  heading  off  this  proposition,  and,  second,  whether  it 
would  need  additional  attention  as  to  what  this  would  do  even  in 
the  face  of  that  law. 

Mr.  Elston.  I  agree  with  your  observation. 

The  Chairman.  If  Congress  comes  along  and  makes  certain  the* 
paper  locations,  your  State  law  would  have*  no  effect  whatever. 

Mr.  Elston.  Yes;  it  would,  Mr.  Chairman. 

The  Chairman.  Yon  do  not  undertake  to  say  that  a  law  of  th# 
State  of  California  can  supersede  or  override  an  act  of  the  Federal 
Government? 

Mr.  Elston.  They  cannot  supersede  the  possible  legality  of  a  con- 
tingent claim.    They  may  have  no  value  at  all  short  of*  discoverj, 
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The  Chairman  (interposing).  Let  us  take  up  the  dummy  charge. 

Mr.  Tallman.  As  to  the  dummy  charge,  we  have  told  you  many 
times  what  constitutes  a  dummy,  according  to  our  understanding  of 
it,  namely,  a  locator  without  interest.  In  nine-tenths  of  these  cases 
the  dummy  locator  is  not  the  person  who  is  now  operating  the  land. 

The  Chairman.  We  understand  that  that  is  true. 

Mr.  Tallman.  As  a  matter  of  law  and  as  a  legal  proposition,  we 
consider  that  a  location  is  valid  or  invalid  depending  on  whether  or 
not  there  was  a  locator  with  or  without  interest.  It  does  not  make 
any  difference  how  many  people  were  innocent  purchasers,  because 
that  is  no  defense.  There  is  no  such  thing  under  the  law  as  an 
innocent  purchaser  of  an  unpatented  mining  claim.  Consequently 
we  do  not  pay  any  attention  to  the  fact  of  how  honest  the  pur- 
chasers were  or  how  little  they  had  to  do  with  the  dummy  part  of  it. 

The  Chamman.  The  law  does  not  permit  you  to  do  that? 

Mr.  Tallman.  No,  sir. 

The  Chairman.  Is  it  not  true  that  the  dummy-entry  business  and 
the  evils  that  followed  along  with  it  grew  up  from  the  application  of 
a  system  that  was  not  really  applicable  to  mining  for  oil? 

Mr.  Tallman.  That  is  true;  and,  because  of  forgers,  neither  the 
courts  nor  the  department  took  exception  to  the  practice,  as  we  do 
now.  It  is  also  shown  by  the  readiness  with  which  a  great  many  such 
locators  have  given  us  their  affidavits  of  the  facts.  Thev  would  not 
do  this  ordinarily  if  they  considered  they  had  committed  a  fraud. 

Mr.  Taylor.  It  grew  out  of  the  custom  that  had  prevailed  for  40 

years? 

The  Chairman.  Let  us  pass  to  the  next  one  of  those  charges,  or 
the  next  one  of  the  so-called  fraud  charges. 

Mr.  Tallman.  Then,  in  a  certain  class  of  cases,  we  charge  no  dis- 
covery, and  we  include  in  that  usualy  the  statement  that  an  alleged 
discovery  of  gypsum  or  fuller's  earth  is  a  subterfuge. 

The  Chairman.  As  a  matter  of  fact,  is  it  not  even  yet  a  matter  of 
the  keenest  controversy  in  the  courts,  and,  certainly,  outside  of  the 
courts,  as  to  what  discovery  is? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Do  we  not  have  the  Colorado  shale  claimants 
who  are  claiming  that  they  made  discovery  without  drilling  wells  or 
producing  a  barrel  of  oil,  and  do  not  some  claimants  claim  dis- 
covery on  account  of  seepages  ? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Is  it  not  a  fact  that  that  is  a  matter  of  the  keen- 
est controversy? 

Mr.  Tallman.  Yes,  sir ;  that  is  true. 

The  Chairman.  Are  there  any  charges  involved  in  any  one  of 
these  48  California  cases  except  along  the  line  of  the  three  charges 
you  have  described  ? 

Mr.  Tallman.  No  ;  I  do  not  recall  any  others 

The  Chairman.  And  those  three  matters  which  you  have  deline- 
ated are  the  things  that  are  referred  to  in  this  record  as  fraud? 

Mr.  Tallman.  Except  the  kind  of  fraud  that  I  am  told  Mr.  Kear- 
ful  discussed  in  his  testimony  the  other  day.  That  was  a  new  char- 
acter of  fraud. 
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Mr.  Tallman.  Yes;  that  is  true.  Some  are  leeches  and  a  great 
many  of  them  are  honest  people  who  are  trying  to  make  a  dollir 
by  trying  to  locate  something. 

The  Chairman.  I  do  not  care  to  so  characterize  anybody  i?hogoe3 
out  with  the  intention  of  drilling. 

Mr.  Tallkan.  There  is  no  doubt  that  in  every  mining  camp, 
wherever  you  make  a  discovery,  whether  of  oil  or  of  metal  the 
country  surrounding  it  is  going  to  be  covered  by  locations.  They 
may  be  paper  or  they  may  be  based  on  actual  discoveries. 

The  Chairman.  Knowing  that  condition  as  you  do,  would  too 
think  it  advisable  to  pass  any  legislation  that  would  make  certaio 
and  definite  all  of  those  claims! 

Mr.  Tallman.  No. 

The  Chairman.  And  does  not  the  language  I  have  just  read  in  sec- 
tion 17,  in  your  opinion,  do  that  very  thing? 

Mr.  Talisman,  It  is  so  broad  and  general  and  uncertain  that  it 
would  be  most  difficult  to  administer  it  and  not  let  in  almost  every- 
body who  had  anything  in  the  shape  of  a  location. 

The  Chairman.  And  if  that  language  remained  in  the  bill,  what 
land,  if  any,  would  there  be  unencumbered  and  unfettered  and  nn- 

Elastered  that  you  could  lease  under  the  general  provisions  of  this 
ill? 

Mr.  Tallman.  There  might  be  some,  Mr.  Chairman,  but  I  do  not 
know  where  it  is. 

Mr.  Cramton.  Mr.  Chairman,  may  I  ask  a  question  for  my  own  in- 
formation ?  Even  giving  to  these  State  laws  that  have  been  referred 
to  in  California  their  full  effect,  I  understand  they  would  only  apply 
to  the  evil  of  stock  jobbing. 

Mr.  EusTON.  That  is  all. 

Mr.  Cramton.  They  would  not  take  care  of  a  great  many  of  the 
possible  evils  attending  paper  locations? 

The  Chairman.  Neither,  Mr.  Cramton,  would  it  prevent  them  from 
selling  to  a  bona  fide  oil  man  who  was  going  to  do  some  real  business. 

Mr.  Cramton.  As  long  as  the  paper  locator  did  not  form  himself 
into  a  corporation. 

Mr.  Elston.  There  could  still  be  individual  interests.  My  obser- 
vation went  merely  to  this  stock  proposition.  We  have  a  very  good 
law  there. 

The  Chairman.  In  my  State,  when  the  country  opened  up  down 
there,  it  was  a  joke  because  of  these  fellows  pedding  this  oil  stock. 
The  people  finally  got  onto  it,  but  for  some  time  a  man  would  come 
there  from  New  York,  for  instance,  and  would  get  off  the  train 
and  these  oil  scavangers  would  grab  him  and  persuade  him  to  buy 
some  of  this  pink  paper,  and  he  would  leave  the  town  cussing  the 
town  and  the  country,  and  then  become  an  enemy  of  the  country,  and 
it  did  the  country  harm;  it  did  the  oil  men  harm,  and  it  did  the 
Government  harm ;  and  it  could  not  have  resulted  in  any  good,  and 
I  am  very  glad  the  commissioner  agreed  with  us  that  we  ought  to 
be  very  careful  about  letting  anything  creep  into  the  law  that  will 
breed  a  scandal  here. 

Mr.  Timberlake.  California  and  Wyoming  have  been  mentioned 
here,  and  in  the  statement  made  by  Mr.  Elston  with  reference  to  the 
State  of  California,  I  wondered  whether  you  knew  whether  there 
was  such  a  law  in  Wyoming. 
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The  Chairman.  I  do  not  know,  and  the  fact  that  there  is  such  a 
law  in  a  State,  when  we  are  undertaking  to  enact  a  broad  and  general 
law,  would  not  change  my  view  on  that,  because  a  State  law  is  not 
very  effective  in  regulating  Government  property  when  Congress 
itself  has  passed  a  Federal  act  on  it. 

Mr.  Cramton.  And  it  is  only  a  partial  protection  in  this  case. 

The  Chairman.  That  is  all  I  should  think  it  was. 

Mr.  Raker.  Mr.  Commissioner,  following  the  same  line  of  thought, 
those  claimants  who  have,  in  good  faith,  either  by  their  joint  act  or 
through  the  agency  of  one  of  them,  or  an  agent  duly  constituted 
for  them,  made  locations  and  are  developing  their  claims  by  the  ex- 

{)enditure  of  money  in  the  way  of  development  or  that  which  would 
ead  to  development,  in  the  way  of  building  roads  and  getting  water 
and  building  buildings  for  the  purpose  of  housing  their  men  and 
getting  ready  to  put  up  their  derricks,  or  even  with  derricks  already 
there,  ought  not  to  be  classed  as  paper  locators,  but  should  be  given 
real  consideration,  should  they  not? 

Mr.  Tallman.  Yes;  but  this  provision  here,  you  understand,  pro- 
vides for  a  patent  for  all  of  the  class  prescribed  in  this  section.  In 
this  connection,  in  the  first  place,  if  a  man  has  a  claim  which  has 
been  perfected  when  this  law  is  passed,  he  has  got  it  and  he  will  get 
his  patent  anyhow.  Now,  as  to  the  other  fellows  who  have  not  a 
perfect  claim  I  think  your  relief  to  them  should  be  a  preference  right 
to  a  lease  of  some  kind.  I  do  not  like  the  idea  of  letting  all  this 
property  go  to  patent.  For  instance,  here  you  are  in  the  previous 
section,  section  16,  applying  a  very  strict  rule  against  mi»n  wlio  have 
spent  hundreds  of  thousands  of  dollars  and  developed  great  prop- 
erties and  you  are  making  a  much  more  liberal  rule  in  this  section, 
giving  them  an  absolute  patent,  when  they  have  nothing  to-day  but  a 
paper  location. 

The  Chairman.  And  have  never  spent  a  dollar,  except  possibly  for 
automobile  hire  to  go  out  and  drive  some  pegs  in  the  ground  and  file 
a  notice. 

Mr.  Raker.  Suppose  the  men  had  made  their  location  and  were 
actually  developing  their  claim  in  the  way  of  drilling,  and  possibly 
had  spent  ten  or  fifteen  or  forty  thousands  dollars,  if  you  please, 
there  would  be  no  reason  why  an  injustice  should  be  done  those  men, 
although  they  had  not  actually  discovered  oil,  and  if  a  case  of  that 
kind  is  presented,  ought  they  not  to  be  given  consideration  and  be 
permitted  to  go  on  and  complete  their  work,  if  they  continue  it  dili- 
gently, until  they  discover  oil  and  then  be  given 

Mr.  Tallman  (interposing).  I  see  no  reason  why  they  should  be 
given  so  much  more  consideration  than  this  class  of  people  you  are 
disposing  of  here  in  section  16,  where  they  have  great  properties 
developed  and  are  likely  to  stand  a  great  loss  at  the  best.  I  see  no 
I'eason  why  these  people  who  have  got  nothing  but  paper  locations 
should  be  entitled  to  so  much  more  consideration. 

Mr.  Eaker.  But  under  section  16  it  only  applies  to  reserved  land. 

Mr.  Tallman.  It  only  applies  to  withdrawn  land,  and  17, 1  think, 
applies  to  lands  not  withdrawn. 

Mr.  Baker.  Now,  putting  a  concrete  case,  although  not  as  com- 
plete as  it  ought  to  be,  take  a  case  where  they  had  made  a  bona-fide 
location  and  were  following  it  up  with  actual  work  in  the  way  of 
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development,  and  had  expended  money,  I  will  ask  you  whetlier  or 
not  those  men  should  be  given  fair  consiaerationt 

Mr.  Tallman.  You  would  be  logical  and  in  harmony  with  the 
Pickett  Act,  at  any  rate,  and  with  past  policy,  to  say  that  you  will 
give  patents  to  those  who  were  on  the  date  of  the  passage  of  this 
act  in  diligent  prosecution  of  work  leading  to  discovery ;  tnat  would 
limit  it.  We  would  have  something  definite  and  tangible  to  show 
who  was  entitled  to  a  patent.  Liberality  to  that  extent  might  be 
justified. 

Mr.  Raker.  That  could  be  done  and  no  injustice  would  be  done  to 
the  Government,  and  justice  would  be  done  to  those  who  had  actu- 
ally expended  their  money. 

Mr.  Tallman.  Perhaps. 

Mr.  Baker.  Could  you  advise  the  committee  as  to  a  dividing  line 
where  you  could  say  those  who  had  done  so  much  should  be  permitted 
to  proceed  until  they  completed  their  development,  and  then  if  they 
complied  with  the  law  get  a  patent,  and  those  who  should  be  denie<l 
in  the  way  of  suggesting  the  expenditure  of  money  at  the  time  the 
bill  passed  or  providing  that  if  they  had  expended  so  much  money 
and  had  done  so  much  development  work,  then  they  could  proceed 
Could  an  arrangement  like  that  be  made  that  would  oe  equitable  and 
fair? 

Mr.  Tallman.  Well,  I  do  hot  know,  Mr,  Raker.  I  lean  prett} 
strongly  to  the  proposition  that  the  people  who  get  patents  ought  t" 
get  them  under  the  existing  law.  •  It  they  have  got  a  discovery  and 
the  claim  is  all  right,  they  have  a  claim;  and  all  the  rest  of  them 
we  ought  to  put  in  the  same  condition  and  in  the  same  situation,  and 
give  them  leases. 

Mr.  Raker.  That  is  true ;  but,  Mr.  Commissioner,  here  is  a  new  hiw 
that  would  be  in  force,  just  like  a  withdrawal. 

Mr.  Tallman.  Sure. 

Mr.  Raker.  It  takes  the  land  out  of  the  operation  of  the  then 
existing  law  and  the  then  existing  conditions,  because  a  discover}'  has 
not  been  made  which  is  considered  necessary  to  make  a  claim  valid, 
so  that  he  may  go  on  with  his  assessment  work  and  eventually  obtain 
a  patent;  but,  if  a  man  has  actually  done  legitimate  work  and  is  in 
the  process  of  continuing  to  do  that,  it  seems  to  me  some  provision 
could  be  made  for  the  protection  of  that  honest  locator  and  cfeveloper. 

Mr.  Tallman.  To  tne  extent  of  a  patent? 

Mr.  Raker.  Yes. 

Mr.  Tallman.  Well,  if  I  were  going  to  give  him  a  patent,  and 
thought  it  was  proper  to  go  that  far,  my  aisposition  would  be  to 
limit  it  to  that  class — limit  it  substantially  to  the  language  of  the 
Pickett  act,  that  defined  the  class  who  were  in  diligent  prosecution 
of  work  leading  to  discovery  at  the  date  you  pass  this  act — ^I  would 
leave  out  all  this  about  unreasonable  delay  and  successive  develop- 
ment work  and  things  of  that  sort. 

Mr.  Elston.  How  about  the  saving  clause  which  was  in  the  mining 
law  and  which  was  suggested  as  an  alternative  for  section  17?  I 
would  like  to  hear  the  commissioner  about  the  difference  between 
them. 

The  Chairman.  Yes;  I  would  like  to  hear  the  commissioner  on 
that. 
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Mr.  Taixman.  I  think  so ;  .but  some  original  locators  spent  money 
developing  their  claims,  and  they  would  never  have  done  it  if  they 
had  had  any  idea  that  the  titles  would  be  found  invalid. 

Mr.  Elston.  Beferring  to  those  48  California  claims  and  25  Wyo- 
ming claims,  would  you  say  that  nearly  all  of  them  were  held  by 
persons  who  purchased  them  from  the  original  locators? 

Mr.  Tallman.  I  think  so,  in  a  great  majority  of  the  cases. 

Mr.  Elston.  And  the  original  locators  would  come  under  the  same 
construction  or  reasoning  mat  you  have  outlined — ^that  is,  he  may 
have  been  guilty  of  a  technical  violation  of  the  law. 

Mr.  Tallman.  Yes,  sir.  ^ 

Mr.  Elston.  Do  you  believe  that  the  relief  sections  of  the  bill  that 
was  passed,  and  that  the  Secretary  of  the  Interior  had  previously 
recommended,  covered  those  persons  or  cases  i 

Mr.  Tallman.  I  think  Congress  had  in  view  exactly  what  the  Sec- 
retary stated  in  his  letter 

Mr.  Elston.  Let  me  ask  you  this :  Under  this  previous  legislation 
that  twice  passed  the  House  a  great  many  of  the  persons  named  in  the 

germits  issued  by  you  and  which  you  have  just  mentioned  would 
ave  received  relief  and  have  been  entitled  to  seven-eighths  of  the 
usufruct  of  the  land,  notwithstanding  the  fact  that  they  could  not 
establish  technically  their  legal  title  ? 

Mr.  Tall3ian.  Do  jou  mean  in  the  suits  in  court? 

Mr.  Elston.  No,  sir;  under  the  relief  sections.  There  were  some 
persons  who  would  have  been  granted  relief  under  the  sections  which 
were  contained  in  the  two  previous  bills  passed  by  the  House,  and 
who  are  referred  to  as  the  class  of  persons  who  were  operating  on 
those  lands  upon  which  you  have  given  temporary  permits,  notwith- 
standing the  tact  that  they  can  not  establish  their  legal  title? 

Mr.  Tallman.  I  think  so. 

Mr.  Elston.  Is  it  not  an  actual  fact? 

Mr.  Tallman.  Selief  sections  have  been  passed  in  different  ways, 
and  I  would  not  want  to  make  a  statement  as  to  the  exact  construction 
or  effect  of  any  particular  one,  but,  in  a  general  way,  undoubtedly 
those  relief  sections  have  been  passed  and  have  been  intended  to 
cover  the  class  of  people  to  a  large  extent  with  whom  we  have  made 
contracts  and  who  would  have  gotten  relief  under  those  sections. 

Mr.  Elston.  That  is  what  I  wanted  to  get  at.  If  they  showed 
good  faith  and  if  they  were  pursuing  certain  things  that  the  relief 
sections  said  that  they  were  pursuing,  then,  they  would  be  entitled  to 
relief  ? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Elston.  I  presume  that  is  really  the  object  of  the  relief  sec- 
tions, to  give  somebody  something  that  they  could  not  technically 
establish  the  right  to  in  court? 

Mr.  Tallman.  Yes.  The  relief  sections  passed  by  the  Senate  re- 
cently provided  specifically  that  in  case  of  fraud  in  a  location  the 
present  beneficiary  or  owner  should  purge  himself  of  any  connection 
with  the  fraud. 

Mr.  Elston.  Which  means  that  he  might  invoke  the  law  of  inno- 
cent purchaser  and  thereby  purge  himself  of  the  turpitude  of  the 
original  locator  and  get  a  benefit  to  which  he  would  not  be  entitled 
under  the  technical  rule? 


riAiRMAN.  Not  if  he  has  a  well,  but  I  am  speaking  of  th- 
has  failed  to  develop  his  location  and  has  not  any  well.    If 
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Mr.  Baker.  That  is.  common  law  out  there,  and  it  hits  deyelopeii 
the  West.  It  is  the  only  thing  that  has  developed  it.  It  recognize^ 
the  rights  of  the  man  who  is  at  work  and  is  going  ahead. 

The  Chairman.  I  have  asked  the  commissioner  a  q^uestion,  and  ^c 
will  let  him  answer  it.  I  asked  you  as  to  the  possibility  or  feasi- 
bility of  specifying  something  in  the  bill  to  make  us  know  that  tbt 
claimant  has  actually  done  these  things,  and  as  to  the  advisability  of 
making  that  a  condition  precedent  to  permitting  him  to  avail  him- 
self of  this  relief  at  all. 

Mr.  Tallman.  I  think  it  would  be  entirely  feasible  to  draft  - 
section.    Of  course,  if  he  has  a  well  he  does  not  need  anything. 

The  Chairman 
man  who 

he  has  production,  then  we  can  not  take  it  away.  As  for  the  mm 
who  has  expended  $500  or  $5,000  on  his  location,  he  is  certaini;. 
entitled  to  some  consideration,  whether  in  the  form  of  a  lease  o: 
whether  in  the  form  of  a  patent  I  do  not  know.  But  as  to  the  mn 
who  as  late  as  December,  knowing  that  legislation  was  under  con 
sideration  and  knowing  that  it  has  been  advocated  in  Congress  an! 
by  the  administration  for  the  last  three  or  four  years — can  he  k 
allowed  under  the  same  legislation  to  obtain  a  claim  on  which  he  lu> 
not  spent  a  dollar?  Why  not  specify  a  certain  amount  of  expeiiii- 
iture  or  a  certain  number  of  feet  of  drilling,  all  to  be  done  in  ^>»- 
faith,  to  determine  whether  he  will  have  the  proposed  relief  ?  ih' 
that  question  been  considered  anywhere? 

Mr.  Tallman.  My  attention  has  just  been  called  to  some  communi- 
oration  from  the  Attorney  General,  which  I  understand  the  Secretary 
•of  the  Interior  has  concurred  in,  but  which  I  had  never  seen  before. 
It  is  printed  here.  It  is  intended  to  cover  some  of  those  points.  I 
have  not  had  an  opportunity  to  read  it. 

Mr.  La  Follette.  Would  it  not  be  well  to  put  that  in  the  record  at 
this  time  ? 

The  Chairman.  It  is  already  in  the  record,  or  it  is  available  in  tlu5 
pamphlet  form. 

Mr.  Raker.  Let  me  call  your  attention  to  a  provision  in  section  SI 
of  the  bill,  on  page  28,  as  it  is  now  presented.  Will  you  state  whether 
or  not  that  provision  in  section  31,  with  possibly  some  verbal  sugges- 
tions or  amendments,  would  relieve  that  situation  ? 

The  Chairman.  That  is  the  same  as  section  17.  I  think  that  i^ 
identical. 

Mr.  Tallman.  I  have  not  seen  it  before.  There  are  some  change 
there  from  the  Senate  bill. 

Mr.  Raker.  Then  I  will  not  take  up  any  time  with  that  now. 

Mr.  CiiuRcn.  Now,  our  genial  chairman  refers  to  paper  locator? 
and  curbstone  speculators  and  men  who  have  not  done  anything  ^i'- 
their  claims.  Of  course  none  of  us  favor  that.  I  want  to  ask  Vou  if 
this  section  17  of  the  Senate  bill  does  not  exclude  such  locators  Vs  tb.' 
chairman  refers  to  by  this  language : 

That  the  rights  of  any  person  who,  on  the  1st  day  of  January,  1918,  was  f »- 
ever  since  has  been  a  bona  fide  occupant  or  claimant  of  oil  or  gas-bearlns;  Ian-  * 
open  to  appropriation  as  such  under  existing  law,  and  who  has  performed  a' 
acts  necessary  to  a  valid  mining  location  thereof  except  to  make  a  discover 
and  who,  on  and  prior  to  said  date,  was  preparing  to  develop  such  lands  anO  t 
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-discover  oil  or  gas  therein,  and  who  shall  thereafter  continue  in  the  prosecution 
of  work  witliout  unreasonable  delaj',  leading  to  the  discovery  of  oil  or  gas. 
which  work  may  be  done  on  said  locations  successively. 

Does  not  that  absolutely  exclude  all  those  paper  locations  or  those 
paper  fellows  and  the  curbstone  speculators? 

Mr.  Tallman.  Well,  the  language  is,  "  was  preparing  to  develop." 
Then  it  provides,  "  and  who  shall  thereafter  continue  to  prosecute  the 
work  without  unreasonable  delay,"  and  it  provides  that  the  work  may 
be  done  successively.  If  he  has  a  number  of  locations  and  is  prepared 
to  develop  one  of  them  without  unreasonable  delay,  that  would  apply. 
Then  he  would  go  to  the  next  one,  and  so  on  down  the  line,  and  he 
would  get  them  all. 

Mr.  Chubch.  If  he  goes  on  thereafter  and  continues  with  the 
prosecution  of  the  work  without  unreasonable  delay,  I  submit  that, 
according  to  the  construction  of  the  Interior  Department,  it  would 
be  a  reasonable  delay  if  thev  are  simply  developing  one  claim  at  the 
time  upon  the  installment  plan.  \  " 

Mr.  Tallman.  They  do  not  say  "diligent  prosecution  of  the 
work,"  but  they  say  "  without  unreasonable  delay."  That  was  doubt- 
less intended  to  be  a  more  liberal  statement  than  "diligent  prosecu- 
tion of  work."  They  did  not  mean  "  diligent  prosecution,''  or  else 
they  would  not  have  used  this  expression. 

Mr.  Church.  One  question  further:  Under  the  law  that  you  read, 
and  that  it  was  suggested  should  be  put  in  this  new  law,  provision 
would  be  made  that  their  rights  under  existing  law  should  not  be 
affected? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Church.  That  would  be  construed,  would  it  not,  under  the 
language  and  in  the  light  of  the  Pickett  Act? 

Mr.  Tallman.  The  Pickett  Act  would  have  no  application  to  it 
whatever. 

Mr.  Church.  That  is  existing  law. 

Mr.  Tallman.  The  proviso  of  the  Pickett  Act  applies  to  with- 
drawals, and  not  to  land  with  respect  to  which  the  law  is  repealed. 

Mr.  Chxhich.  Would  you  not  think  it  a  good  idea  to  embody  that 
in  this  bill,  and  also  to  insert  some  applicable  words,  or  something 
like  the  language  of  the  Pickett  Act  ? 

Mr.  Tallman.  Yes,  sir;  I  think  that  would  be  the  way  to  get  at 
it.  In  other  words,  I  think  the  language  of  section  2344  alone  might 
fail  to  reach  the  situation  which  you  want  to  reach. 

Mr.  Sinnott.  It  always  seemed  to  me  that  the  words  "bona  fide 
occupant"  as  used  in  the  Pickett  Act  meant  some  one  who  is  there 
in  good  faith  himself,  as  a  bona  fide  occupant,  irrespective  of  the  bad 
faith  of  his  predecessor,  who  may  have  been  a  dummy  entryman.  It 
seems  to  me  that  that  is  what  is  meant,  or  the  statute  would  have 
used  some  other  word  to  express  that  proposition.  I  would  like  to 
hear  you  develop  j^our  ideas  on  that  subject  and  your  reasons  for 
adopting  the  position  you  do  wnth  respect  to  that  expression  "  bona 
fide  occupant." 

Mr.  Tallman.  I  have  some  views  about  it,  and  I  would  like  to  hear 
it  developed  further  myself. 

Mr.  Sinnott.  I  would  lilte  to  know  what  the  courts  have  held  on 
the  subject. 
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are  not  concerned  with  it,  nor  have  any  jurisdiction  over  it.  Here 
is  a  mining  claimant,  for  instance,  contending  with  a  settler;  and 
one  claims  the  land  is  mineral,  and  the  other  claims  it  is  agri- 
cultural. Neither  one  of  them  has  anything  pending  before  the 
Land  Office.  We  say  that  is  a  mere  possessory  claim  and  that  they 
must  go  into  their  local  court  and  try  it  out.  For  instance,  there 
are  two  men  trying  to  keep  possession  of  the  same  mining  claim  while 
they  can  make  discovery ;  suppose  they  should  call  on  us  to  inter- 
vene; we  would  say:  "60  to  the  local  court."  One  of  them  would 
probably,  if  he  could,  file  an  application  for  patent  and  force  the 
other  to  an  issue  in  the  proper  forum.  If  a  man  had  a  claim  that  he 
had  been  kept  off  of  wrongfully,  the  law  provides  a  time  and  a  man- 
ner in  which  he  shall  assert  that  claim;  and  if  he  does  not  assert  it 
within  that  time,  he  can  not  assert  it  at  all. 

The  Chairman.  I  understand  that  procedure,  and  1  understand 
the  manner  in  which  that  is  adjudicated  in  the  courts,  and  I  under- 
stand that  ycu  uniformly  refuse  to  wrestle  with  that  question;  but 
that  is  not  this  case,  as  represented  by  the  48  contracts  entered  into 
in  California  and  the  25  in  Wyoming,  and  they  are  all  in  the  record, 
and  the  charge  is  there  in  the  record.  Now,  in  which  ones  of  those  48 
cases,  if  any,  have  there  been  filed  reports  from  any  of  your  agents 
or  from  any  other  agent  who  is  properly  qualifiecl  to  file  a  report 
in  the  department  that  would  put  you  as  the  Commissioner  of  the 
General  Land  Office,  or  any  prudent  man,  on  notice  that  there  was 
any  willful  fraud  pending  against  any  one  of  those  48  contractors,  if 
any? 

Mr.  Taixman.  I  can  give  you  a  list  of  the  cases  in  which  contracts 
were  made.  I  doubt  very  much  if  the  character  of  fraud  you  have 
described  exists  in  anv  of  them. 

The  Chairman.  I  tKink  they  are  in  the  record  now. 

Mr.  Tallman.  In  most  of  these  cases  in  California  in  which  we 
have  made  contracts  or  in  many  of  the  cases  we  have  directed  pro- 
ceedings. Now,  this  is  true,  thpt  after  a  reading  of  the  report  and  an 
examination  of  the  record,  if  we  consider  that  we  are  given  sufficient 
material  to  justify  us  in  ordering  a  hearing,  we  do  so.  Sometimes 
we  have  evidence  from  which  we  might  be  very  much  convinced 
that  we  had  a  good  case  to  show  that  the  entryman  was  not  entitled 
to  the  land.  There  are  other  cases  in  which  the  facts  are  stated 
unsatisfactorily  in  the  record,  and  sometimes  we  order  a  hearing  to 
develop  the  facts  by  having  the  witnesses  where  we  can  cross-examine 
them,  and  we  take  action  accordingly.  As  I  say,  the  charges  in  these 
cases  are  violations  of  the  withdrawal  order,  and,  in  the  next 
place 

The  Chairman  (interposing).  The  violation  of  withdrawals,  as  is 
well  known  to  this  committee,  as  is  well  known  to  you,  and  as  is  well 
known  to  everybody,  is  a  matter  about  which  there  is  the  keenest 
controversy  out  there. 

Mr.  Tall^ian.  Yes,  sir. 

The  Chairman.  Let  us  pass  on  ^o  the  next  charge. 

Mr.  Tallman.  The  next  charge,  which  is  a  common  one,  is  the 
charge  of  dummy  locators.  In  some  cases  there  is  a  dummy  locator 
charge  only,  while  in  other  cases  there  is  the  charge  of  violating 
the  withdrawal  only,  and  in  other  cases 
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The  Chairman  (interposing).  Let  us  take  up  the  dummy  charge. 

Mr.  Tajllman.  As  to  the  dummy  charge,  we  have  told  you  many 
times  what  constitutes  a  dummy,  according  to  our  understanding  oi 
it,  namely,  a  locator  without  interest.  In  nine-tenths  of  these  cases 
the  dummy  locator  is  not  the  person  who  is  now  operating  the  land. 

The  Chairman.  We  understand  that  that  is  true. 

Mr.  Tallman.  As  a  matter  of  law  and  as  a  le^al  proposition,  we 
consider  that  a  location  is  valid  or  invalid  depending  on  whether  or 
not  there  was  a  locator  with  or  without  interest.  It  does  not  make 
any  diflference  how  many  people  were  innocent  purchasers,  because 
that  is  no  defense.  There  is  no  such  thing  under  the  law  as  an 
innocent  purchaser  of  an  unpatented  mining  claim.  Consequently 
we  do  not  pay  any  attention  to  the  fact  of  how  honest  the  pur- 
chasers were  or  how  little  they  had  to  do  with  the  dummy  part  of  it. 

The  Chairman.  The  law  does  not  permit  you  to  do  that? 

Mr.  Tallman.  No,  sir. 

The  Chairman.  Is  it  not  true  that  the  dummy-entry  business  and 
the  evils  that  followed  along  with  it  grew  up  from  the  application  of 
a  system  that  was  not  really  applicable  to  mining  for  oil  ? 

Mr.  Tallman.  That  is  true;  and,  because  of  forgers,  neither  the 
courts  nor  the  department  took  exception  to  the  practice,  as  we  do 
now.  It  is  also  shown  by  the  readiness  with  which  a  great  many  such 
locators  have  given  us  their  affidavits  of  the  facts.  They  would  not 
do  this  ordinarilv  if  they  considered  they  had  committed  a  fraud. 

Mr.  Taylor.  It  grew  out  of  the  custom  that  had  prevailed  for  40 
years? 

The  Chairman.  Let  us  pass  to  the  next  one  of  those  charges,  or 
the  next  one  of  the  so-called  fraud  charges. 

Mr.  Tau-man.  Then,  in  a  certain  class  of  cases,  we  charge  no  dis- 
covery, and  we  include  in  that  usualy  the  statement  that  an  alleged 
discovery  of  gypsimi  or  fuller's  earth  is  a  subterfuge. 

The  Chairman.  As  a  matter  of  fact,  is  it  not  even  yet  a  matter  of 
the  keenest  controversy  in  the  courts,  and,  certainly,  outside  of  the 
courts,  as  to  what  discovery  is? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Do  we  not  have  the  Colorado  shale  claimants 
who  are  claiming  that  they  made  discovery  without  drilling  wells  or 
producing  a  barrel  of  oil,  and  do  not  some  claimants  claim  dis- 
covery on  account  of  seepages? 

Mr.  Tallman.  Yes,  sir. 

The  Chairman.  Is  it  not  a  fact  that  that  is  a  matter  of  the  keen- 
est controversy  ? 

Mr.  Tallman.  Yes,  sir ;  that  is  true. 

The  Chairman.  Are  there  any  charges  involved  in  any  one  of 
these  48  California  cases  except  along  the  line  of  the  three  charges 
you  have  described  ? 

Mr.  Tallman.  No  ;  I  do  not  recall  any  others 

The  Chairman.  And  those  three  matters  which  you  have  deline- 
ated are  the  things  that  are  referred  to  in  this  record  as  fraud  ? 

Mr.  Tallman.  Except  the  kind  of  fraud  that  I  am  told  Mr.  Kear- 
ful  discussed  in  his  testimony  the  other  day.  That  was  a  new  char- 
acter of  fraud. 
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The  Chairman.  Is  the  same  statement  yoti  have  made  in  regard 
to  the  48  California  eases  also  true  of  the  25  cases  in  Wyoming? 

Mr.  Tallmak.  So  far  as  any  charges  against  the  applications  are 
concerned ;  yes,  sir.  It  is  not  certain  when  the  investigation  of  those 
claims  will  be  complete.  They  are  very  complicated  and  extensive. 
Where  we  have  reports  I  should  say  that,  so  far  as  the  applications 
for  aptents  are  concerned,  they  are  substantially  the  same  as  the 
California  cases. 

The  Chairman.  All  those  charges  were  submitted  to  the  Depart- 
ment of  Justice,  were  thev  not? 

Mr.  Tall3iax.  Which  charges? 

The  Chairman.  The  charges  made  by  the  field  agents. 

Mr.  Tallman.  We  send  them  all  the  reports  when  suit  is  started. 

The  Chairman.  But  in  those  48  California  contract  cases,  where 
no  suits  have  been  started,  do  they  have  the  reports  in  those  cases? 

Mr.  Tall3ian.  In  our  cooperative  work  in  the  California  oil  fields 
the  representative  of  the  Department  of  Justice  at  San  Francisco 
ffets  a  copy  of  every  report  that  comes  to  me.  He  gets  everything 
from  our  agent.  My  agents  report  to  him  at  the  same  time  that  they 
report  to  me,  and  they  are  instructed  to  report  to  him  and  assist  him 
in  evcr>'  way  they  can. 

The  Chairman.  Then,  the  Department  of  Justice  has  all  the  infor- 
mation vou  have? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Taylor.  Did  you  grant  relief  to  any  claimant  when  you  had 
reason  to  believe,  and  did  believe,  from  the  reports  of  your  investiga- 
tors, that  he  had  been  guilty  of  actual  or  willful  fraud  against  tlie 
Government  ? 

Mr.  Tallman.  Whey,  Mr.  Taylor,  we  laid  down  a  general  rule  for 
these  cases  we  have  been  discussing.  We  fully  undei*stood  their  gen- 
eral character,  and  they  were  not  of  the  class  you  describe. 

Mr.  Taylor.  From  your  report  and  from  your  personal  investiga- 
tion on  the  ground,  there  was  not,  as  you  said  before,  among  tlies?e 
applicants  any  men  who  could  properly  be  called  willful  perpetrators 
of  fraud  upon  the  Government? 

Mr.  Tallman.  No  ;  and,  as  a  rule,  the  party  actually  interested  was 
not  the  locator. 

Mr.  SiNNOTT.  Was  such  an  interested  party  charged  with  fraud? 

Mr.  Tallman.  No,  sir. 

Mr.  Taylor.  The  word  "  fraud  "  as  used  in  these  reports  is  not  in- 
tended to  brand  a  man  as  being  guilty  of  any  moral  turpitude  or  as 
being  an  actual  criminal,  in  the  sense  that  he  should  be  sent  to  the 
penitentiary,  or  anything  of  that  kind  ? 

Mr.  Tallman.  No,  sir;  it  is  a  purely  constructive  fraud;  it  is  a 
technical  fraud,  because  these  men  could  have  acquired  the  same 
amount  of  ground  legally  had  they  proceeded  correctly. 

Mr.  Taylor.  And  they  had  followed  it  for  40  years  before? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Taylor.  In  coal  claims  and  other  mineral  claims? 

Mr.  Tallman.  No,  sir;  nobody  ever  got  a  coal  claim  that  way  un- 
less he  made  a  false  affidavit  in  order  to  do  it.  The  situationwith 
reference  to  coal  claims  is  different,  and  that  would  be  a  different 
character  of  fraud.  In  my  judgment,  that  character  of  fraud  is 
entirely  different  from  the  cases  we  have  here. 
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Mr.  Taylor.  But  in  former  years  sometimes  they  did  take  coal 
claims  that  way  ? 

Mr.  Tallman.  Yes,  sir;  by  making  false,  fraudulent,  and  perjured 
affidavits. 

Mr.  Taylor.  I  did  not  want  to  go  into  a  discussion  of  that,  but 
my  impression  is  that  in  early  days  they  sometimes  located  coal 
claims  by  agents.  Placer  claims  have  always  been  located  by  groups 
of  eight  men  in  this  way,  without  limit? 

Mr.  Tallman.  It  is  a  very  common  practice,  and  neither  the  courts 
nor  the  Land  Department  took  any  exception  to  it  until  within  the 
last  few  vears. 

^  _ 

Mr.  Taylor.  As  I  understand  it,  the  reason  you  say  this  is  a 
charge  of  fraud  which  amounts  to  technical  fraud  only,  is  because 
large  numbers  of  the  best  lawyers  throughout  the  West  looked  upon 
these  withdrawals  as  having  been  made  without  congressional  au- 
thority, and  because  afterwards  the  Supreme  Court  of  the  United 
States  decided  by  a  majority  of  5  to  3,  with  one  justice  not  partici- 
pating, to  give  the  construction  which  sustained  the  withdrawals. 

Mr.  Tallman.  We  are  not  disposed  to  view  violations  of  the  with- 
drawals as  fraud  in  a  broad  sense,  but  the  applicant  is  obliged  to  com- 
ply with  the  law;  he  must  comply  with  the  law,  and  the  law  did 
not  permit  him  to  get  the  land  that  way. 

Mr.  Taylor.  But  if  he  has  160  acres  in  20-acre  individual  locations, 
he  does  not  have  the  same  advantages  he  would  have  if  it  were  in  one 
160-acre  location? 

Mr.  Tallman.  No,  sir. 

Mr.  Taylor.  If  they  have  to  spend  half  a  million  dollars  or  $100,000 
to  develop  it,  they  must  have  as  advantageous  conditions  as  they  can 
lawfully  obtain,  have  they  not? 

Mr.  Tallman.  The  advantage  sought  to  be  obtained  by  getting  a 
i60-acre  location  is  that  it  requires  the  same  discovery  and  the  same 
timount  of  work  to  get  a  patent  and  the  same  amount  of  work  to  get 
the  title  that  would  be  required  in  the  case  of  a  20-acre  claim. 

Mr.  Elston.  I  believe  you  stated  that  in  nearly  every  one  of  these 
claims  covered  by  temporary  permits  the  claims  were  now  operated 
by  persons  other  than  the  origmaJ  locators? 

Mr.  Tallman.  I  think  that  is  very  generally  the  cas3. 

Mr.  Elston.  You  stated  that,  so  far  as  the  department  was  con- 
cerned, in  applying  the  law,  you  were  compelled  to  impute  to  those 
?Tesent  operators  the  illegalities,  we  will  call  it,  or  the  technical  in- 
ractions  of  the  original  locators? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Elston.  Now,  morally,  the  situation  of  the  two  is  altogether 
different  ? 

Mr.  Tallman.  Undoubtedly  so. 

Mr.  Elston.  Do  you  think  there  is  any  moral  turpitude  or  any- 
thing involving  an  equitable  wrong  that  can  be  charged  to  those 
persons  who  have  bought  those  clamis,  after  an  examination  of  an 
abstract  of  title  that  looked  perfectly  regular,  if  that  abstract  does 
not  disclose  anjrthing  about  the  denvvition  of  the  title  that  would 

Eut  them  on  notice?    Do  you  think  that  anything  wrong  or  inequita- 
le  could  be  imputed  to  them  because  of  that? 
Mr.  Tall^ian.  No,  sir. 
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to  develop  them.  He  must  find  capital  elsewhere.  There  is  uuthifi« 
in  the  law  and  there  is  nothing  in  the  decisions  that  prohibit  a  mm 
from  entering  into  a  lease  or  contract  for  the  development  of  hii 
claim. 

Now,  in  these  oil  cases  that  we  have  considered  more  or  less,  tk 
term  "  fraud  "  has  been  used  as  descriptive  of  the  procedure  by  whiei 
some  parties  sought  to  acquire  title  to  land — dununy  locations.  Tbat 
is  possibly  a  technical  fraud,  but,  as  I  say,  it  is  not  fraud  in  the  ordi 
nary  sense  of  the  term  involving  perjury  or  moral  turpitude,  as  I 
understand  it,  and  in  some  of  the  decisions  of  the  courts  whicli  ha^e 
considered  dummy  locations  and  have  defined  dummy  locations  tht^v 
speak  of  it  as  a  ^'  violation  of  law,"  but  do  not  describe  it  as  a  frau . 

The  Supreme  Court  of  California,  in  the  case  of  the  McKittrick 
Oil  Company  (130  Pacific,  417),  was  considering  the  case  of  a  min 
eral  location  made  by  16  qualified  persons  who,  after  making  tb' 
location,  formed  a  corporation,  issued  stock,  sold  a  part  of  that  strtc* 
to  raise  money  and  develop  the  claim,  and  held  that  that  was  entirv'..> 
proper  and  in  accordance  with  law,  and  not  a  violation  of  any  of  tir 
laws  of  the  United  States.  In  the  course  of  that  decision  the  coar 
said : 

The  authorltieR  cited  l).v  the  re8{H>ndents  in  thiR  reroni  have  no  appliadoe 
to  such  a  situation  an  tlilH.  but  refer  to  cases  where  a  location  Is  made  bj  per- 
sons  who  simply  lend  their  names  as  locators  and  act  as  the  agents  or  cs- 
ployees  of  some  person  or  corporation  to  whom  they  are  to  transfer  the: 
interest 

Then  further  on  it  states : 

This  was  held  contrary  to  the  policy  and  objects  of  the  United  States  law. 

So  that  while  that  is  contrary  to  existing  mining  laws — ^and  it  u; 
the  duty  of  the  Land  Department  and  the  Department  of  Justice 
to  deny  patents  in  those  cases — it  does  not  involve  "  fraud  '^  in  the 
ordinarv  sense  of  the  torin  or  involve  moral  turpitude. 

Mr.  'f  Ayix)R.  It  does  not  put  them  beyond  the  pale  of  the  law  in  thf 
recognition  of  their  equitable  rights? 

Mr.  FiNNET.  No. 

Mr.  Elston.  With  reference  to  the  matter  of  fraud,  would  the 
fraud  of  1  of  the  16  vitiate  the  whole  thing  or  would  there  be  a  pit 
rata  distribution  of  the  land? 

Mr.  Finney.  My  undei-standing  of  the  law  is  that  if  a  location  is 
made  by  eight  persons,  three  of  whom  are  qualified  and  acting  ii 
good  faith  and  five  of  whom  are  dummies,  that  location  is  only  in- 
valid as  to  the  100  acres. 

Mr  Elston.  That  is  something  that  has  not  been  brought  out  be 
fore,  and  that  is  a  rather  interesting  observation.  Do  you  metn 
that  if  eight  of  us  here  have  agreed  to  form  an  association  or  if  vf 
were  persuaded  to  by  some  one  interested  in  a  claim,  and  he  had  * 
private  arrangement  with  two  of  them  by  which  they  ^ould  accom- 
modate him  and  he  should  get  three-eighths  while  tlie  rest  of  us  five 
expected  to  get  our  pro  rata  interest  out  of  the  association^  thit 
only  those  who  were  proven  to  have  gone  into  it  as  real  dummics- 
that  is,  for  the  benefit  and  interest  of  this  person — would  be  the  ones 
who  would  be  penalized  ? 

Mr.  FiNNET.  That  is  my  view,  and  I  think  the  dummies'  prop^^* 
tionate  acreage  would  be  eliminated  from  the  claim  and  patents  is- 
sued for  the  remaining  area. 
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Mr.  Tatlor.  But  in  former  years  sometimes  they  did  take  coal 
claims  that  way? 

Mr.  Taulman.  Yes,  sir;  by  making  false,  fraudulent,  and  perjured 
affidavits. 

Mr.  Tatlor.  I  did  not  want  to  go  into  a  discussion  of  that,  but 
my  impression  is  that  in  early  days  they  sometimes  located  coal 
claims  by  agents.  Placer  claims  have  always  been  located  by  groups 
of  eight  men  in  this  way,  without  limit? 

Mr.  Tallman.  It  is  a  very  common  practice,  and  neither  the  courts 
nor  the  Land  Department  took  any  exception  to  it  until  within  the 
last  few  vears. 

Mr.  Taylor.  As  I  imderstand  it,  the  reason  you  say  this  is  a 
charge  of  fraud  which  amounts  to  technical  fraud  only,  is  because 
large  numbers  of  the  best  lawyers  throughout  the  West  looked  upon 
these  withdrawals  as  having  been  made  without  congressional  au- 
thority, and  because  afterwards  the  Supreme  Court  of  the  United 
States  decided  by  a  majority  of  5  to  3,  with  one  justice  not  partici- 
pating, to  give  the  construction  which  sustained  the  withdrawals. 

Mr.  Tallman.  We  are  not  disposed  to  view  violations  of  the  with- 
drawals as  fraud  in  a  broad  sense,  but  the  applicant  is  obliged  to  com- 
ply with  the  law;  he  must  comply  with  the  law,  and  the  law  did 
not  permit  him  to  get  the  land  that  way. 

Mr.  Taylor.  But  if  he  has  160  acres  in  20-acre  individual  locations, 
be  does  not  have  the  same  advantages  he  would  have  if  it  were  in  one 
160-acre  location  ? 

Mr.  Tallman.  No,  sir. 

Mr.  Taylor.  If  they  have  to  spend  half  a  million  dollars  or  $100,000 
to  develop  it,  they  must  have  as  advantageous  conditions  as  they  can 
lawfully  obtain,  have  they  not? 

Mr.  Tallman.  The  advantage  sought  to  be  obtained  by  getting  a 
160-acre  location  is  that  it  requires  the  same  discovery  and  the  same 
amount  of  work  to  get  a  patent  and  the  same  amount  of  work  to  get 
the  title  that  would  be  required  in  the  case  of  a  20-acre  claim. 

Mr.  Elston.  I  believe  you  stated  that  in  nearly  every  one  of  these 
claims  covered  by  temporary  permits  the  claims  were  now  operated 
by  persons  other  than  the  original  locators? 

Mr.  Tallman.  I  think  that  is  very  generally  the  cas3. 

Mr.  Elston.  You  stated  that,  so  far  as  the  department  was  con- 
cerned, in  applying  the  law,  you  were  compelled  to  impute  to  those 
present  operators  uie  illegalities,  we  will  call  it,  or  the  technical  in- 
fractions of  the  original  locators? 

Mr.  Tallman.  Yes,  sir. 

Mr.  Elston.  Now,  morally,  the  situation  of  the  two  is  altogether 
different? 

Mr.  Tallman.  Undoubtedly  so. 

Mr.  Elston.  Do  you  think  there  is  any  moral  turpitude  or  any- 
thing involving  an  equitable  wrong  that  can  be  charged  to  those 
persons  who  have  bought  those  clamis,  after  an  examination  of  an 
abstract  of  title  that  looked  perfectly  regular,  if  that  abstract  does 
not  disclose  anything  about  the  derivation  of  the  title  that  would 

Eut  them  on  notice?    Do  you  think  that  anything  wrong  or  inequita- 
le  could  be  imputed  to  them  because  of  that? 
Mr.  Tall^l^n.  No,  sir. 
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ability  to  develop  a  paying  well,  therefore  no  matter  how  innocent 
the  purchaser  of  his  locations  may  be,  his  title  is  fraudulent.  Now. 
if  that  theory  of  law  is  to  prevail,  we  could  simply  upset  the  title, 
I  undertake  to  say,  of  half  the  homestead  settlements  in  the  State 
of  Oklahoma  to-day,  for  instance,  because  we  have  all  been  familiar 
in  the  early  days  of  one  settler,  for  various  reasons — because  hii 
wife  gets  sick,  or  something  of  that  sort — ^having  to  sell  out  N(»w. 
if  it  IS  a  violation  of  the  law  to  sell  a  relinquishment,  as  a  matte: 
of  fact  nobody's  title  is  based  upon  a  solid  foundation  to-day,  and 
I  want  to  know  if  that  principle  is  not  just  as  applicable  and  just 
as  unreasonable,  unjust,  and  unfair  as  applied  to  the  oil  people  as 
to  the  homesteader? 

Mr.  Finney.  Mr.  Taylor,  as  I  understood  Mr.  Kearful's  statement 
he  said  that  eight  qualified  mining  locators  who  went  out  on  tht 
public  domain  and  located  a  160-acre  placer  claim  without  the 
money  or  the  intention  of  developing  it  themselves,  but  who  secured 
that  development  through  leasing  to  a  drilling  company  or  througo 
a  contract,  were  committing  a  fraud.  I  do  not  agree  with  that  vie« 
of  the  law.  I  think  that  is  not  in  accordance  with  the  mining  law. 
I  am  very  sux-e  that  ever  since  the  mining  laws  have  been  enacted 
that  practice  has  been  going  on,  and  I  think  it  is  eminently  correci 
In  other  words,  that  is  not  a  dummy  location,  and  that  is  not  t 
fraudulent  location.  Those  men  locate  that  claim  for  their  own 
benefit.  They  have  gone  out  and  found  something  that  was  not 
known  to  exist  before.  They  arc  the  prospectors  and  they  are  en- 
titled under  the  mining  law  to  locate  that  claim.  Now,  thelaw  ikie^ 
not  say  just  how  they  shall  dig  a  tunnel,  or  drill  a  well,  or  who  ^hftIi 
do  it.  They  are  to  procure  it  to  be  done.  Acting  through  a  le>^ei* 
is  exactly  the  same  thing,  to  my  mind,  as  if  the  man  used  his  o^\ll 
pick  and  shovel  or  his  own  drill.  Therefore  I  do  not  agree  that  thai 
is  a  fraud  and  I  do  not  agree  that  that  is  a  violation  of  law,  and  I 
think  work  performed  under  those  circumstances  upon  a  location 
otherwise  valid  is  properly  acceptable. 

Mr.  Taylor.  The  fact  that  a  man  is  a  poor  man  does  not  \\>^' 
facto  brand  him  as  a  fraud,  or  prohibit  him  from  making  a  valid 
location  of  an  oil  claim,  does  it? 

Mr.  Finney.  Oh,  no;  not  at  all. 

Mr.  Taylor.  And  the  fact  that  he  does  not  have  the  present  abilitj 
financially  to  sink  a  well  and  to  make  it  a  producing  well,  does  nor 
necessarily  vitiate  his  entry  or  his  location,  does  it? 

Mr.  Finney.  No;  not  in  itself. 

Mr.  Taylor.  The  actual  fact  of  our  passing  the  act  of  March  - 
1911  (36  Stat.,  1015),  recognizing  the  legal  right  to  transfer  an  oi: 
location  before  discovery  is  made  is  an  express  recognition  by  Con- 
gress of  the  legality  of  an  oil  placer  location  prior  to  discoVerv— 
expressly  recognizing  a  conveyable  interest,  is  it  not? 

Mr.  FiNNEr.  That  act  says  that  patent  shall  not  be  denied  in  anj 
case  solely  because  of  the  transfer  by  the  original  locators  to  any 
Qualified  person  or  corporation,  prior  to  discovery  of  oil  or  gas, 

Mr.  Taylor.  In  other  words,  it  recognizes  there  can  be  a  legal 
right  before  oil  is  discovered? 

y  Mr.  Finney.  It  authorizes  the  issuance  of  patents  in  that  sort  of 
case ;  yes.    There  is  not  any  question  that  the  mining  law  has  reci>g- 
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nized  possessory  rights.  Section  2319  of  the  original  mining  act  de- 
clares the  public  mineral  lands  to  be  free  and  open  to  exploration 
and  purchase,  and  the  lands  in  which  they  are  found  to  occupation 
and  purchase  by  citizens  of  the  United  States. 

Mr.  Taylor.  What  I  am  trying  to  develop 

Mr.  Finney  (continuing).  The  courts  have  held  time  and  again 
that  the  man  who  goes  on  a  piece  of  public  land  in  good  faith  and 
makes  a  location  is  entitled  to  maintain  that  possession  while  he  is 
prosecuting  his  discovery  and  his  development  work. 

Mr.  Taylor.  What  I  am  trying  to  get  at,  Mr.  Finney,  is  this: 
Neither  Congress  nor  the  courts  have  ever  intended  a  harsh,  narrow 
construction  to  be  placed  upon  these  placer-mining  laws  which  would 
presume  fraud  against  a  man  because  he  does  not  have  the  present 
financial  ability  to  bring  about,  with  his  own  money,  a  paying  well. 
Does  it  not  recognize,  with  conditions  as  they  are  on  the  ground,  the 
practical  common  sense  and  equity  of  the  thing  rather  than  a  tech- 
nical construction  which  is  sought  to  be  put  on  this  law  by  Mr.  Kear- 
ful's  construction  of  it?  I  am  complaining  about  the  present  atti- 
tude of  the  Department  of  Justice  in  these  matters. 

Mr.  Finney.  The  Supreme  Court  of  the  United  States,  in  what  is 
known  as  the  Budd  case  (144  U.  S.,  163),  which  was  a  timber  case, 
said  this : 

No  man  is  presumed  to  do  wrong  or  violate  the  law. 

Mr.  Taylor.  That  presumption  of  innocence  does  not  seem  to  pre- 
vail in  some  constructions  oi  the  law  that  we  have  heard. 

Mr.  Finney.  And  the  title  of  the  general  mining  law,  as  I  stated 
a  while  ago,  is  "An  act  to  promote  the  mining  resources  of  the  United 
States." 

Mr.  Taylor.  Can  a  man  be  adjudged  a  criminal  or  justly  penalized 
if  he  does  not  intend  to  violate  the  law  and  does  not  act  in  such  a 
reckless  manner  as  would  be  construed  to  be  a  criminal  act  in  itself? 

Mr.  Finney.  I  should  say  that  such  a  man  might  not  be  able  to  get 
a  patent  under  existing  law.  It  might  be  our  duty  to  deny  him  a 
patent,  but  that  would  not  mean  he  has  committed  fraud  in  the  real 
sense  of  the  term. 

Mr.  Taylor.  The  trouble  is  in  the  use  of  that  word  "  fraud."  Some 
fellow  can  stand  up  on  the  floor  of  the  House  and  yell  "  fraud,"  with 
both  hands  up  in  the  air,  as  if  he  were  protecting  the  human  race 
against  some  irightful  onslaught  by  some  gigantic  monopolist  some- 
where. What  scares  the  life  out  of  people  in  the  East  is  constantly 
using  the  word  "  fraud,*'  when  there  is  no  fraud  whatever  involved 
ill  ninety-nine  cases  out  of  a  hundred.  It  is  merely  a  technical  ques- 
tion as  to  whether  or  not  they  have  strictly  and  literally  and  tech- 
nically complied  with  the  placer  law. 

Mr.  Finney.  I  think  in  many  cases,  even  where  luider  existing  law 
it  is  our  duty  to  deny  the  patent,  the  people  acted  under  a  mistake, 
under  the  honest  belief  that  they  were  proceeding  in  a  perfectly  legal 
and  regular  manner. 

Mr.  Taylor.  And  when  three  members  of  our  Supreme  Court,  and 
the  entire  western  bar,  and  the  western  Federal  courts  have  unani- 
mouslv  been  of  the  opinion  that  those  people  were  acting  in  perfect 
good  faith  and  in  full  and  complete  compliance  with  the  law,  it  does 
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seem  to  me  it  is  an  unreasonabl}'  harsh  and  outrageous  construction 
to  drive  them  out  of  business,  brand  them  with  fraud,  and  nithles^h' 
take  their  proi)erty  rights  entirely  away  from  them,  without  benefit 
of  clergy. 

Mr.  SiNNOTT.  The  interpretation  the  department  places  upon  the 
bona  fide  occupant  under  the  Pickett  Act,  it  seems  to  nie,  gives  relief 
only  to  a  bona  fide  occupant  of  a  bona  fide  claim ;  woiila  that  be  a 
correct  statement  ? 

Mr.  Finney.  I  presume  so. 

Mr.  SiNNCTT.  If  j'ou  could  read  into  this  statute  a  bona  fide  occu- 
pant or  bona  fide  claimant  who  is  in  diligent  prosecution  of  his  work, 
ne  is  one  man  who  should  be  given  relief. 

Mr.  Finney.  I  can  only  repeat  my  understanding  of  the  law,  that 
is  that  an  invalid  mining  claim  is  not  validated  by  transfer  to  an 
innocent  purchaser. 

Mr.  SiNNOTT.  But  don't  you  think  that  there  might  be  a  bona  fide 
occupant  of  that  originally  invalid  title  on  accoimt  of  a  dummy 
entry,  and  that  he  is  the  bona  fide  occupant  whose  relief  is  contem- 
plated in  the  Pickett  Act  % 

Mr.  Finney.  I  do  not  so  understand  it. 

Mr.  SiNNOTT.  He  has  to  be  a  bona  fide  occupant  and  bona  fide 
claimant? 

Mr.  Finney.  Mr.  Tallman  told  you  that  that  matter  had  been  con- 
sidered by  the  courts,  but,  so  far  as  we  know,  there  has  been  no 
square  finding  upon  that.  That  miestion  has  been  raised  in  some 
courts  in  California,  but,  so  far  as  1  know,  there  has  been  no  square 
ruling  on  that  point. 

Mr.  SiNNOTT.  There  has  been  no  square  rejection  of  that  theory! 

Mr.  Finney.  I  do  not  know  that  there  has  been.  Our  position  is, 
and  will  continue  to  be  until  we  are  advised  to  the  contrary,  that 
there  is  not  such  a  thing  as  an  innocent  purchaser  under  the  mining 
law. 

Mr.  SiNNOTT.  It  seems  to  me  that  there  might  be  an  innocent  pur- 
chaser under  the  Pickett  Act,  and  that  this  is  an  innocent  purchaser 
who  is  designated  as  a  bona  fide  occupant  or  claimant. 

Mr.  Finnet.  No,  sir;  I  do  not  so  understand  it. 

Mr.  SiNNOTT.  Otherwise,  it  seems  to  me  that  Congress  would  have 
used  different  language. 

Mr.  Finnet.  I  do  not  so  understand  it.  I  think  the  Pickett  Act  is 
reallv  more  restrictive  than  the  language  in  the  Taft  withdj^waL 
By  the  Taft  withdrawal  all  valid  claims  were  excepted. 

Mr.  SiNNOTT.  The  Taft  withdrawal  only  excepted  claims  that  were 
existing  and  valid.  It  seems  to  me  that  that  is  more  restrictive  than 
"  bona  fide  occupants." 

Mr.  Finney.  Possibly. 

Mr.  Cbamton.  May  I  suggest  that  that  language  does  not  define 
what  the  ri^ht  of  any  such  bona  fide  occupant  would  be,  but  it  siinplj 
says  the  "right  of  such  bona  fide  occupant,"  with  a  certain  qualifica- 
tion, shall  not  be  affected  by  the  order  or  impaired  by  the  order;  so 
that  if  the  bona  fide  occupant  by  reason  of  some  prior  flaw  in  his 
title  is  not  entitled  to  patent,  then  the  Pickett  Act  proviso  would  not 
ive  him  a  right  to  patent,  but  would  simply  preserve  whatever  rights 
e  had. 
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Mr.  La  FoiiLEiTE.  It  gives  him  the  right  to  dispose  of  the  oil  pend- 

^B ' 

Mr.  Finney  (interposing).  That  is  another  act. 

Mr.  Ei^TON.  Where  does  the  statute  of  limitations  come  in  there? 
There  was  a  reference  made  by  one  of  the  witnesses  here  to  the  fact 
that  the  statute  of  limitation  applied  in  favor  of  the  party  in  posses- 
sion who  had  held  the  land  for  a  certain  period  of  time  even  as 
against  the  Government. 

Mr.  Finney.  The  statute  of  limitations  does  not  apply  at  all. 
That  contention  has  been  made  a  nuinber  of  times,  but  there  can  be 
no  statute  of  limitation  as  against  a  i)iece  of  unpatented  Government 
land.  There  is  a  section  of  the  revised  statute  which,  in  order  to 
lessen  the  difficulty  of  making  proof  where  country  records  have  been 
destroyed,  allows  a  mining  applicant  for  patent  to  come  up  with  cer- 
tain secondary  proof  of  the  origin  and  nature  of  his  title.  That  is 
section  2332.  That  is  not  a  statute  of  limitation  in  the  ordinary 
sense  of  the  term.  No  statute  of  limitation  could  run  against  the 
Government. 

Mr.  Mays.  How  about  a  land  grant? 

Mr.  Finney.  Do  you  mean  private  land  grants? 

Mr.  Mays.  For  instance,  in  the  case  of  the  Southern  Pacific  Co.,  do 
they  not  invoke  the  doctrine  of  the  statute  of  limitation  ? 

Mr.  Finney.  Those  are  patented  lands,  and  I  had  reference  to  un- 
patented lands. 

Mr.  Mays.  Was  the  mineral  land  patented  in  those  cases? 

Mr.  Finney.  Yes,  sir.  In  one  case,  the  Lost  Hill  ease,  in  Reserve 
No.  1,  suit  was  instituted  prior  to  the  expiration  of  the  six-year 
period  pf  limitation  established  by  the  act  of  1891.  The  Govern- 
ment has  been  successful  in  the  lower  courts  in  that  suit.  In  Naval 
Reserve  No.  2  I  understand  that  suits  have  been  instituted  to  vacate 
patents  issued  as  far  back  as  1894  and  1896,  and,  consequently,  in 
each  case,  of  course,  the  patents  have  been  outstanding  for  a  longer 
period  than  the  six  years.  Those  suits,  I  presume,  are  on  the  theory 
that  the  statute  did  not  begin  to  operate  until  the  discovery  of  the 
fraud,  but  I  am  just  speaking  generally  about  that,  because  I  am 
not  familiar  with  the  records.  Mv  statement  was  that  there  was  no 
such  statute  of  limitation  that  applied  to  unpatented  lands. 

Mr.  Mays.  But  after  the  Government  grants  a  patent  the  statute 
runs  against  the  Government? 

Mr.  Finney.  Yes,  sir. 

Mr.  Elston.  After  the  discovery  of  the  fraud? 

Mr.  Finney.  That  is  the  contention  of  the  Attorney  General. 

Mr.  Elston.  I  know  that  in  statutes  of  limitation  generally  there 
is  a  clause  providing  that  the  statute  shall  not  run  against  anyone 
during  the  time  when  he  has  not  had  any  notice  of  the  fraud,  or 
could  not  have  had  an  opportunity  to  discover  it. 

Mr.  Finney.  The  act  of  1891,  to  which  I  have  referred,  does  not 
have  any  such  clause  in  it. 

Mr.  Mays.  I  think  it  would  be  a  good  idea  to  put  the  act  that  you 
have  referred  to  in  the  record. 

Mr.  Finney.  It  provides  that  no  suit  shall  be  brought  to  vacate 
or  annul  any  patents  unless  ''  brought  within  six  years  after  the  date 
of  the  issuance  of  such  patents." 
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Mr.  Elston.  I  wish  you  would  explain  section  2332.      ^ 

Mr.  Finney.  Section  2332  of  the  Revised  Statutes,  which,  no 
doubt,  Mr.  Elston  had  in  mind  when  asking  about  the  limitation 
applying  to  public  lands,  provides  that  where  a  person  or  associa- 
tion, or  their  grantors  have  held  and  worked  their  claims  for  a 
period  eaual  to  the  time  prescribed  by  the  statute  of  limitation  for 
mining  claims  of  the  State  or  Territory  where  the  same  may  be  situ- 
ated, evidence  of  such  possession  and  working  of  the  claims  for  such 
period  ^hall  be  sufficient  to  establish  a  right  to  a  patent  thereto. 

Mr.  Ei^TON.  It  heems  there  that  the  mere  fact  of  possession  dur- 
ing that  period  of  time  supers3des  the  requirement  of  the  presenta- 
tion of  facts  sufficient  to  warrant  a  man  in  having  a  patent. 

Mr.   Finney.  Our  uniform  ruling 

Mr.  Elston  (interposing).  I  do  not  know  what  the  intention  has 
been,  but  evidently 

Mr.  Finney  (interposing).  Our  uniform  ruling  is  just  to  the  con- 
trary— that  is,  that  the  purpose  of  this  statute  was  simply  to  enable 
people  to  come  in  and  nle  their  applications  for  patents'  and  make 
the  necessary  proof  in  cases  where  the  records  have  been  lost  or  de- 
stroyed, or  something  of  that  kind. 

Air.  Elston.  This  would  not  cover  the  want  of  discovery  or  any 
other  jurisdictional  fact? 

Mr.  Finney.  No,  sir;  in  all  of  those  cases  the  entrymen  are  re- 
quired to  give  the  same  proof  as  in  other  cases. 

Mr.  Ei^TON.  It  is  rather  a  surprise  to  me,  after  hearing  the  col- 
loquy between  the  chairman  and  Mr.  Tallman,  to  read  tnis  letter 
from  the  Attorney  General  sot  out  on  page  10  and  the  following 
pages  in  this  committee  print  of  the  departmental  report  on  the 
bill  H.  R.  3232  and  Senate  bill  2812,  in  which  the  Attorney  General 
states  that  he  and  the  two  secretaries,  that  is  the  Secretary  of  the 
Navy  and  the  Secretary  of  the  Interior,  have  concurred  in  approval, 
or  tacit  approval,  at  least,  of  section  17  of  the  Senate  bill,  with  the 
addition  of  two  slight  amendments,  or  amendments  proposed  by  the 
Attorney  General.  Of  course,  our  chairman  has  set  out  a  state  of 
facts  that  would  seem  to  indicate  that  it  would  be  a  very  bad  thing 
to  pass  section  17  in  any  form  whatever,  and  I  can  not  reconcile  his 
statement  with  the  acquiescence  of  three  secretaries  in  the  passage 
of  that  section  17  with  only  very  slight  amendments,  not  touch- 
ing particularly  the  possibilities  that  the  chairman  thought  might 
come  out  of  them  in  the  way  of  harm. 

Mr.  Finney.  I  can  only  answer  that  by  saying  that  the  two  sec- 
retaries and  the  Attorney  General  must  have  entertained  a  different 
view  of  the  effect  of  section  17. 

Mr.  Elston.  I  judge  from  the  commissioner's  responses  to  ques- 
tions by  the  chairman  that  he  might  entertain  a  different  view  from 
that  entertained  by  the  two  secretaries  and  the  Attorney  General. 

Mr.  Mays.  I  think  the  conimissioner  suggested  some  amendment. 

Mr.  Finney.  Yes,  sir:  he  did  suggest  one  or  two. 

Mr.  Tallman.  I  had  not  seen  that  letter  and  did  not  know  any- 
thing about  it  and  I  did  not  have  any  intention  of  making  any  rec- 
ommendation contrary  to  any  that  the  Secretary  has  made.  I  an- 
swered a  question,  as  t  thougnt  I  should,  in  the  way  it  was  presented, 
and  that  is  all  there  was  to  it. 
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Mr.  Elston.  Is  there  anything  in  section  17  as  it  would  be  amended 
by  the  recommendation  of  the  Attorney  General,  as  set  forth  on  page 
ri,  that  would  negative  the  possibility  of  rights  being  secured  under 
this  act  by  paper  locators  upon  the  public  land,  who,  as  the  chair- 
man suggested,  might,  in  view  of  the  imminence  of  the  passage  of 
this  bill,  since  last  December,  have  commenced  to  diligently  work  on 
claims,  but  who  would  have  proceeded  nowhere  near  to  discovery  ? 

Mr.  Finney.  In  the  first  place,  section  17  deals  wholly  with  un- 
withdrawn  land  or  lands  upon  which  any  person  is  at  perfect  liberty 
at  any  time  to  initiate  a  claim — that  is,  on  mineral  land.  Every 
citizen  has  the  right  to  locate  20  acres  of  that  land  and  to  begin  work 
and  to  continue  his  work  diligently  under  the  existing  law.  Under 
the  existing  law,  or  the  Pickett  Act,  if  a  withdrawal  occurs  next 
month,  he  is  protected.  He  has  a  right  to  continue  with  the  claims 
and  diligently  perform  his  work  until  discovery  of  oil  is  made,  and 
after  the  discovery  of  oil  he  would  be  entitled  to  a  patent. 

Mr.  Elston.  That  is  his  status  under  the  present  law,  and  it  would 
be  his  status  if  this  bill  which  we  are  now  considering  does  not  pass, 
but,  as  I  understand  it,  the  effect  of  the  passage  of  this  bill  would  be 
that  of  a  withdrawal  order,  which  would  cut  off  the  activities  of  every 
locator,  in  whatever  stage  they  were,  if  they  were  short  of  discovery, 
and  the  whole  thing  would  be  crystallized  by  this  statute.  His  rights 
might  be  one  thing  or  another  thing,  according  to  the  rights  he  would 
have  under  this  bill,  rather  than  his  rights  under  preexisting  statutes? 

Mr.  Finney.  That  is  correct.  It  repeals  the  mining  placer  law  in 
so  far  as  it  applies  to  these  claims  and  in  all  cases  where  previous 
valid,  complete  location  has  not  been  made. 

Mr.  Elston.  The  three  Secrtaries,  of  course,  have  taken  a  very 
much  more  liberal  view  of  section  17,  and  they  permitted  much  more 
possibilities  in  the  ^vay  of  prosecutions  of  locators  than  is  indicated 
W  the  chairman  as  being  permissible  or  in  consonance  with  public 
policy.  I  am  simply  developing  the  difference  between  their  ap- 
parent opinions  and  what  seems  to  have  come  out  here  at  this  hearing. 

Mr.  Finney.  They  apparently  feel  that  if  men  are  on  the  public 
domain  with  mineral  locations  and  engaged  in  good  faith  upon  work 
in  developing  those  locations,  they  should  not  be  deprived  of  them 
nor  should  lose  their  investment  simply  because  Congress  may  deem 
it  wise  now  to  repeal  the  placer  mining  law. 

The  Chairman.  Do  you  deem  it  proper  for  us  to  so  enlarge  it  by 
present  legislation  that  they  can  go  on  and  proceed  to  patent  even 
(hough  they  did  not  spend  a  dollar? 

Mr.  Finney.  Mr.  Chairman,  I  would  not  want  to  express  any  con- 
trary view  to  that  contained  in  the  letters  of  the  Attorney  General 
and  the  Secretary. 

The  Chairman.  You  do  not  read  anything  in  any  of  those  depart- 
ment letters  that  sanctions  any  such  thing  as  that,  do  you  ? 

Mr.  Finney.  Certainly  not,  Mr.  Chairman. 

The  Chairman.  If  you  do,  we  will  refer  it  to  them  again  and  take 
another  shot  at  it. 

Mr.  Finney.  I  do  not  assume  for  a  moment  that  the  Attorney  Gen- 
eral or  the  Secretary  of  the  Interior  or  the  Secretary  of  the  Navy  has 
understood  that  section  17  would  do  any  such  thing. 
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that  in  no  case  where  permit  issued  did  the  record  show  intentional 
or  deliberate  fraud  or  even  trespass. 

Mr.  Ferris.  That  is  exactly  what  I  thought; 

Mr.  Saker.  In  regard  to  the  Honolulu  case,  which  was  recom- 
mended for  clear  listing,  I  want  to  ask  you  to  state  whether  or  not 
all  of  the  records  and  papers  in  that  case  were  accessible  to  the  Attor- 
ney General's  office. 

Mr.  Tallman.  He  has  all  of  them  now.  I  tried  to  look  up  some 
matters  in  connection  with  this  hearing,  but  I  could  not  find  them, 
because  they  had  the  whole  thing.  They  had  been  sent  out  to  San 
Francisco.  We  have  not  much  data  available  in  that  case,  I  must  say, 
because  all  of  it  is  in  the  hands  of  the  Attorney  General.  I  think  I 
know  to  what  you  allude — it  is  a  certain  contract 

Mr.  Eaker  (interposing).  To  certain  contracts  that  existed  that 
the  Attorney  General's  office  was  not  familiar  with  at  the  time,  and 
that  were  there  in  the  department  since  the  clear  listing  was  maae.  I 
would  be  glad  if  you  would  explain  that  matter. 

Mr.  Tallman.  I  am  glad  of  the  opportunity.  A  few  weeks  ago 
the  Attorney  General,  through  Mr.  Kearful,  filed  in  my  office  a  pro- 
test against  the  allowance  of  patent  for  the  17  quarter  sections  that 
had  been  embraced  in  the  clear-listing  memorandum  which  I  si^ed 
in  December,  1915,  the  record  of  which  is  in  some  of  these  hearings. 
In  this  protest  the  Attorney  General  sets  up  the  existence  of  a  certain 
contract,  dated  December  28,  1908,  between  O.  O.  McReynolds  and 
one  Crandall,  the  contract  being  an  option  contract  for  the  sale  of 
certain  mining  claims  therein  described,  with  various  conditions  as 
to  subsequent  purchase,  lease,  etc.  It  is  set  out  in  this  protest  that 
the  contract  was  a  fraudulent  contract,  and  the  alleged  fraud  is  set 
up  as  a  ground  of  protest.  The  question  has  been  brought  up,  as  I 
'understand  it,  of  whether  or  not  we  had  this  contract  under  con- 
sideration or  whether  we  loiew  it  existed  at  the  time  of  my  clear- 
listing  memorandum  of  December,  1915.  I  have  to  say  as  to  that 
that  when  there  was  prepared  for  me  a  statement  of  the  facts,  gleaned 
from  all  sources,  my  attention  was  not  directed  particularly  to  this 
contract  at  all,  nor  did  I  consider  it  at  that  time  as  in  any  way  hav- 
ing any  bearing  on  the  legality  or  illegality  of  the  claims  of  the 
Honolulu  Co. 

In  the  first  place,  we  had  an  investigation  made  by  three  or  four 
different  special  agents  at  different  times  on  different  aspects  of  the 
case.  They  stated  in  their  reports  that  they  had  access  to  all  the 
papers  in  the  office  of  the  Honolulu  company,  and  they  examined  all 
the  county  records,  and  we  presumed  that  everything  that  had  any 
bearing  on  the  legality  of  the  claims  was  incorporated  in  these  re- 
ports. This  contract,  I  might  say,  later  came  into  prominence  some- 
what in  another  case:  A  protest  was  filed  by  Crandall  against  the 
issuance  of  a  patent  to  the  Honolulu  Consolidated  Oil  Co.,  he  con- 
tending in  that  protest  that  he  was  entitled  to  be  in  on  the  patent 
He  was  not  questioning  the  right  to  a  patent,  but  he  was  claiming  to 
have  an  interest,  in  it  It  further  developed  upon  an  examination, 
so  far  as  I  can  find  out  with  such  a  few  records  as  are  at  hand,  that  ft 
copy  of  this  contract  was  recorded  in  the  county  recorder's  office  in 
1909.  and  that  it  was  set  out  in  extenso  in  the  abstract  of  title  that 
was  filed  in  support  of  one  of  the  applications  for  patent.    That  ab- 
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that  the  Secretary  has  not  reported  upon  section  17  of  the  Senate 
bill  at  all. 

Mr.  Cramton.  Then,  for  my  own  satisfaction  and  protection,  as  a 
member  of  this  committee,  I  really  would  like  to  have  a  report  from 
the  Interior  Department  upon  this  legislation  which  would  include 
any  suggestions  they  may  have  as  to  the  things  we  should  guard 
against. 

The  Chairman.  Of  course,  the  chairman  has,  after  being  instructed 
by  the  committee,  referred  both  of  these  bills  down  to  the  depart- 
ment asking  for  a  report  on  such  of  the  legislation  as  they  favored 
and  for  objections  as  to  such  of  it  that  they  objected  to,  anxious  to 
get  both  sides  if  we  could.  The  chair  asked  the  Commissioner  of 
the  General  Office,  Mr.  Tallman,  as  he  believed  he  had  a  right  to  do, 
to  tell  him  what  the  language  means  in  section  17,  from  line  90,  on 
page  23,  down  to  line  11,  on  page  24,  and  I  asked  Mr.  Finney  that 
same  question,  and  I  asked  him  to  read  that  and  say  if  it  is  not  true 
that  under  that  language — I  do  not  care  what  anybody  has  re- 
ported or  what  anybody  has  said  or  what  anybody  is  going  to  report, 
because  that  does  not  concern  me  at  all — ^I  ask  what  that  language 
actually  permits  a  man  to  do  who  has  filed  notice  in  the  recorder's 
office  even  as  late  as  the  last  day  before  this  act  passes,  or  up  to 
January  1,  according  to  this  provision,  or  under  the  provision  which 
they  offer  in  the  bill,  it  is  up  to  the  passage  of  the  act,  and  ask  if  it 
is  not  true  that  under  that  act  a  paper  locator  who  has  never  ex- 
pended a  penny,  except  possibly  to  ride  out  and  put  up  some  notices 
and  come  back  and  file  his  notice  in  the  recorder's  office,  if  it  is  not 
possible  for  him  to  now  strike  up  work  and  begin  work  and  prose- 
cute it  clear  on  to  a  patent  independent  of  this  legislation  and  inde- 
pendent of  anything  the  Commissioner  of  the  General  Land  Office 
can  do?  Now,  it  does  not  hurt  any  one  for  him  to  answer  that 
question,  and  it  does  not  conflict  with  any  one,  because  the  Interior 
Department  has  not  reported  on  that  at  any  time. 

Mr.  Finney.  Yes ;  I  want  to  straighten  this  matter  out.  The  At- 
torney General  is  correct  in  his  statement  that  the  matter  was  dis- 
cussed between  the  two  Secretaries  and  the  Attorney  General  and 
that  they  did  concur  in  those  views. 

The  Chairman.  Do  you  now  say  that  Secretary  Lane  approves  of 
the  language  of  section  17  down  to  line  11  in  that  section  f 

Mr.  Finney.  I  will  say  that  he  has  concurred  with  Attorney  Gen- 
eral Gregory  in  the  recommendations  for  modification  of  section  17. 

The  Chairman.  Where  is  that  concurrence  and  where  is  that 
report  which  so  states? 

Mr.  Finney.  The  Attorney  General  so  states  in  this  letter. 

The  Chairman.  But  Secretary  Lane  does  not  so  state,  does  he, 
Mr.  Finney? 

Mr.  Finney.  Well,  I  state  it  to  be  a  fact. 

The  Chairman.  Well,  you  state  it  to  be  a  fact? 

Mr.  Finney.  I  state  it  to  be  a  fact  now. 

The  Chairman.  Then,  I  will  ask  you,  if  the  Attorney  General  did 
recommend  that,  is  it  or  is  not  a  fact  that  that  language  does  pre- 
cisely what  I  say  it  does,  and  that  is  what  can  be  done  under  it? 

Mr.  Finney.  Well,  Mr.  Chairman,  it  depends  somewhat  on  when 
the  location  was  made. 
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The  Chx\irma>,.  Well,  December  25  or  December  31,  say. 

Mr.  Finney.  No;  but  take  locations  made  five  or  six  years  ago. 
The  locator  must  have  staked  out  his  claim ;  he  must  have  recorded  i 
notice ;  he  must  have  at  least  performed  the  annual  assessment  work 
upon  that  claim  annually  for  the  past  five  years. 

The  Chairman.  But  there  could  have  been  no  annual  assesaneni 
work  for  those  filed  up  as  late  as  January  1,  1918. 

Mr.  FiNNEF.  It  is  possible  that  a  man  might  have  made  a  locati«D 
during  December,  1917. 

The  Chairman.  Is  it  not  true  that  the  bulk  of  these  locations  wew 
made  during  these  late  periods? 

Mr.  Finney.  I  do  not  so  understand  it. 

The  Chairman.  Is  it  not  your  understanding  that  practically  all 
the  oil  activity  in  Wyoming,  and  the  plastering  of  that  State  witi 
locations,  has  been  done  in  the  last  year  and  the  last  few  months! 

Mr.  Finney.  No,  sir. 

The  Chairman.  What  is  your  information? 

Mr.  Finney.  My  understanding  is  that  has  been  going  on  fortht 
last  12  or  15  years. 

The  Chairman.  But  only  as  to  little  domes,  and  has  not  that  Imi 
very  slight? 

Mr.  Finney.  Possibly.  I  know  personally  that  the  Salt  Creek 
and  Shannon  areas  were  covered  with  locations  15  or  16  3'ears  agu 

The  Chairman.  True;  there  are  some  very  old  filings.  "  But  is  ii 
not  true  that  practically  all  the  big  activity,  covering  an  area  2  or 
3  miles  long,  has  all  steamed  up  in  the  last  two  or  three  years  ? 

Mr.  Finney.  I  could  not  say  positively,  Mr.  Chairman.  I  think 
there  has  been  a  great  deal  of  activity  lately. 

The  Chairman.  The  record  is  full  of  information  which  discloses 
that,  and  I  think  it  is  within  my  own  information  that  that  is  true. 

Mr.  Finney.  There  has  been  a  great  deal  of  activity  within  the 
last  few  years.  Now,  Mr.  Chairman,  if  anyone  has  gone  out  there 
from  Oklahoma  or  any  other  State  within  the  last  two  or  three  years 
and  staked  out  his  claim  on  the  ground,  and  gone  to  work  in  good 
faith  and  expended  his  money,  and  has  got  partially  on  the  way 
toward  development  of  an  oil  well,  why  should  he  not  have  some 
protection? 

The  Chairman.  That  does  not  answer  my  question  at  all,  Mr. 
Finney.  My  question  is,  Is  it  right  for  Congress  to  pass  an  art 
which  permits  men  who  have  spent  nothing — ^merely  filed  paper  loca- 
tions and  have  not  spent  a  dollar — ^to  give  them  a  positive  road  anJ  s 
positive  highway  to  a  patent? 

Mr.  Finney.  No;  I  do  not  think  the  Attorney  General  nor  the 
Secretary  are  advocating  any  such  measure. 

The  Chair3ian.  Neither  do  I,  and  neither  do  I  think  any  one  of 
them  will  do  it.  I  then  ask  you  if  it  is  not  possible  to  do  that  ve:j 
thing  under  the  language  I  have  just  read  in  the  first  paragraph  of 
section  17? 

Mr.  Finney.  If  a  man  had  made  a  location  in  December,  1917.  fo 
miffht  not  have  done  any  assessment  work  up  to  this  time. 

The  Chairman.  If  he  had  made  a  location  in  November  or  in  July 
or  in  August  or  in  April  or  in  May  or  at  any  time  during  the  preced- 
ing year,  that  would  be  true. 
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McReynolds  and  their  respective  wives,  Mary  Stroud,  Oma  Barrett,  Alice  E. 
I>erby,  Lena  Dunn,  and  Leile  McReynolds.  At  this  time  there  had  been  no  dis- 
covery and  no  work  leading  to  discovery  of  oil  or  gas  on  any  of  the  claims, 
and  none  of  the  locators  had  any  intention  to  prosecute  discovery  work  thereon, 
but  the  locations  were  made  with  the  Intention  and  for  the  purpose  of  taking 
and  holding  possession  of  said  lands  and  excluding  bona  tide  prospectors  there- 
from until  a  speculative  disposition  of  them  could  be  made  to  said  William 
Matson  or  some  other  operator.  Accordingly,  on  December  19,  1908,  and  with- 
out any  work  leading  to  discovery  of  oil  or  gas  on  any  of  said  lands  having  been 
commenced  or  prosecuted,  the  above-named  locators,  except  O.  O.  McReynolds, 
executed  quitclaim  deeds  purporting  to  transfer  absolutely  the  said  27  quarter 
sections  and  the  grantors'  interests  therein  to  the  said  McReynolds  and  his 
assigns.  This  transfer  was  made  for  the  purpose  and  with  the  understanding 
among  the  grantors  and  with  McReynolds  that  the  possession  of  all  of  said 
claims  would  be  turned  over  by  McReynolds  to  L.  A.  Crandall  for  the  benefit 
of  his  principal,  William  Matson,  and  to  enable  Matson  to  carry  out  the 
fraudulent  plan  described  in  Paragraph  III. 

In  pursuance  of  this  purpose  and  understanding,  and  on  December  28,  1908, 
no  discovery  of  oil  or  gas  having  been  made,  and  no  work  leading  to  such  dis- 
covery having  been  commenced  or  prosecuted  on  any  of  said  claims,  Mc- 
Reynolds and  Crandall  made  and  signed  a  written  contract,  which  was,  on  De- 
cember 31,  19(^,  assigned  by  Crandall  to  Matson  with  the  consent  of  McRey- 
nolds and  his  associate  locators.  By  this  contract  and  assignment  the  parties 
thereto  agreed  that  Matson  should  have  the  immediate  and  exclusive  posses- 
sion of  all  of  said  27  quarter  sections;  that  McReynolds  would  protect  such 
possession  for  30  days  with  a  sufficient  number  of  men  to  patrol  the  lands  and 
j^ard  them  against  adverse  locators;  that  thereafter  Matson  would  have  the 
right  and  be  under  the  obligation  to  hold  such  possession  against  all  adverse 
locators  and  to  commence  hauling  upon  each  of  said  quarter  sections  the  ma- 
terial required  for  the  construction  of  a  building  or  a  standard  derrick  or 
drilling  rig  at  as  early  a  date  as  practicable,  and  within  30  days  to  place  upon 
each  of  them  such  material  of  the  value  of  not  less  than  $100,  but  without 
obligation  to  prosecute  discovery  work  on  any  of  the  quarter  sections  until 
after  their  oil-bearing  character  might  be  indicated  by  the  drilling  of  a  pros- 
pect well  and  a  discovery  therein  of  oil  in  paying  quantities  on  section  10  of 
the  same  township  under  the  option  contract  described  in  Paragraph  II  be- 
tween Matson  and  the  Buena  Vista  Land  &  Development  Co. ;  that  in  the 
event  of  such  discovery  on  section  10,  Matson  would,  within  60  days  thereafter, 
commence  drilling  one  well  upon  each  of  two  of  said  27  quarter  sections,  diligently 
prosecute  such  drilling  work  to  completion  of  such  wells,  and  thereafter  dili- 
gently and  continuously  prosecute  the  work  of  drilling  wells  on  the  other 
quarter  sections  until  one  well  should  be  completed  on  each,  but  with  the  right 
to  abandon  any  quarter  section  at  any  time  without  forfeiting  any  other;  and 
that  In  the  event  of  a  discovery  on  any  of  the  quarter  sections  and  issuance  of 
patent  therefor.  Matson  should  receive  the  title  to  three-fourths  of  the  land 
embraced  therein  and  have  an  option  to  purchase  or  lease  the  other  one-fourth. 

V.  In  January,  1909,  the  said  William  Matson  entered  upon  all  of  said  27 
quarter  sections,  including  the  13  described  in  the  caption,  and  be^an  hauling 
lumber  and  other  materials  thereon  for  the  erection  of  cabins  and  derricks 
and  did,  as  soon  as  practicable,  erect  on  each  of  said  quarter  sections  a  cabin  or 
a  derrick,  said  work  being  completed  In  March,  1909.  None  of  this  work  was 
done  by  Matson  for  the  pni*po8e  of  drilling  wells  or  doing  discovery  work  ou 
any  of  said  lands,  but  was  done  in  fulfillment  of  his  unlawful  contract  with 
McReynolds  shown  in  Paragraph  IV,  and  in  pursuance  of  the  fraudulent  plan 
projected  by  him  and  shown  in  Paragraph  III.  Such  entry  was  made  and 
possession  was  taken  and  held  by  Matson  without  Intention  to  prosecute  dis- 
covery work  on  any  of  said  quarter  sections  but  for  the  purpose  of  excluding 
therefrom  bona  fide  prospectors  until  such  time  as  tlie  oil-bearing  character  of 
these  lands  might  be  indicated  by  the  drilling  of  a  prospect  well  on  privately 
owned  section  10  in  the  same  township  under  the  option  contract  shown  in 
Paragraph  II;  and  Matson  continued  to  hold  possession  of  all  of  said  27 
quarter  sections,  excluding  therefrom  bona  fide  prospectors  and  without  doing 
any  work  of  drilling  or  preparing  to  drill  any  well  or  otherwise  leading  to 
discovery  of  oil  or  gas  thereon  until  long  after  the  withdrawal  order  of  Sep- 
tember 27,  1909.  During  the  greater  part  of  the  year  1909  Matson  was 
Engaged  in  preparing  to  drill  and  in  drilling  a  prospect  well  on  section  10  in 
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fulflllment  of  his  said  contract  with  the  owner  thereof,  and  in  January,  1910,  he 
made  a  valuable  discovery  of  oil  therein,  indicating  thereby  to  his  satisfaction 
the  oil-bearing  character  of  the  27  quarter  sections  of  public  land  of  which  lie 
continued  to  hold  unlawful  possession.  After  said  discovery  on  section  10.  and 
not  before,  Matson  and  his  assignees  hereinafter  named  began  preparations 
to  drill  walls  on  said  27  quarter  sections,  and  thereafter  the  actual  work  of 
drilling  was  begun  thereon,  as  follows: 

(1)  February  14,  1910,  on  the  NW.  of  14. 

(2)  March  1,  1910,  on  the  SF3.  of  4. 

(3)  March  29,  1910,  on  the  SW.  of  24. 

(4)  May  17,  1910.  on  the  NE.  of  14. 

(5)  May  23,  1910,  on  the  NW.  of  12. 

(6)  May  22.  1910,  on  the  NW.  of  8. 

(7)  June  14,  1910,  on  the  NW.  of  26. 

(8)  June  14,  1910,  on  the  SW.  of  26. 

(9)  June  16,  1910,  on  the  SE.  of  26. 

(10)  June  18,  1910,  on  the  NE.  of  2a 

(11)  July  11, 1910,  on  the  SE.  of  14. 

(12)  July  29,  1910,  on  the  SW.  of  8. 

(13)  August  11,  1910,  on  the  NE.  of  2. 

(14)  August  23,  1910,  on  the  SW.  of  4. 

(15)  September  9,  1910,  on  the  SW.  of  14. 

(16)  September  23,  1910,  on  the  NE.  of  3. 

(17)  September  28,  1910,  on  the  NE.  of  4. 

(18)  September  30,  1910,  on  the  SW.  of  12. 

(19)  October  15,  1910,  on  the  SE.  of  3. 

(20)  October  30,  1910,  on  the  SE.  of  8. 

(21)  November  11,  1910,  on  the  NW.  of  4. 

(22)  November  13,  1910,  on  tlie  SE.  of  12. 

(23)  November  26,  1910.  on  the  NW.  of  2. 

(24)  December  11,  1910,  on  the  NW.  of  24. 

(25)  February  1,  1911,  on  the  NE.  of  12. 

(26)  February  7,  1911,  on  the  NE.  of  24. 

(27)  March  7,  1911,  on  the  SE.  of  24. 

VI.  On  February  10,  1910,  the  said  William  Matson  executed  and  delivered 
an  instrument  in  writing  purporting  to  sell,  assign,  nnd  convey  all  his  right, 
title,  and  interest  in  and  to  the  13  quarter  sections  of  public  land  described  in 
the  caption  and  the  contract  with  McReynolds  shown  in  paragraph  IV  to  the 
Lakeview  Oil  Co.  of  Midway,  a  corporation  of  California;  and  on  April  29, 
1910.  the  Lakeview  Oil  Co.  of  Midway  executed  and  delivered  certain  instru- 
ments in  writing  purporting  to  sell,  assign,  and  transfer  all  its  Interest  in  the 
said  McReynolds  contract  and  In  the  said  13  quarter  sections  to  the  claimant 
Honolulu  Consolidated  Oil  Co.  Subsequently  all  of  the  said  pretended  locators 
executed  and  delivered  to  the  claimant  Honolulu  Consolidated  Oil  Co.  quit- 
claim deeds  purporting  to  convey  to  it  all  their  right,  title,  and  interest  In  and 
to  each  and  all  of  said  13  quarter  sections. 

The  Lakeview  Oil  Co.  of  Midway  was  incorporated  June  25,  1909,  and  the 
claimant  Honolulu  Consolidated  Oil  Co.  was  incorporated  April  16,  1910,  ns 
successor  to  the  Lakeview  Oil  Co.  of  Midway.  Tlic  said  William  Matson  caused 
the  incorporation  of  both  of  said  companies  for  the  purpose  of  taking,  holding, 
and  operating  the  lands  describeil  In  the  caption,  together  with  other  lands 
held  or  claimed  by  Matson,  and  ever  since  their  incorporation  nnd  until  the 
death  of  the  said  Matson,  which  occurred  October  11,  1917,  he  has  been  the 
principal  stockholder  of  both  said  companies,  and  they  have  been  at  all  times 
and  until  the  death  of  said  Matson  under  his  absolute  control  and  management 

VII.  On  and  prior  to  April  30,  1915,  the  claimant  Honolulu  Consolidated  Oil 
Co.,  through  its  agent  and  attorney  in  fact  the  said  William  Matson,  made  ap- 
plication to  the  register  and  receiver  of  the  United  States  local  land  oflke  at 
Visalla,  Cal.,  for  a  patent  under  the  public  mineral  land  laws  to  each  of  said 
13  quarter  sections,  founding  Its  claim  upon  the  pretended  locations  shown  In 
Paragraph  IV,  and  as  successor  In  interest  to  said  pretended  locators.  In  each 
of  said  applications  for  patent  It  was  falsely  and  fraudulently  represented  by 
the  said  Matson  under  oath,  in  substance,  that  said  locators  and  the  claimant 
as  their  successor  in  Interest,  early  in  the  year  1909,  commenced  the  work  of 
preparation  for  drilling  on  each  of  said  13  quarter  sections,  and  continued  said 
M'ork  diligently  and  continuously  until  the  date  when  octnal  drilling  on  each 
of  said  quarter  sections  was  commenced ;  and  in  an  affidavit  filed  by  said  Matsoo 
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in  fcuiiport  of  all  of  Bntd  npplicfitions,  si^ed  and  srvvom  to  by  him  on  April  22, 
1915,  he  falsely  nnd  fraudulently  stated  In  reference  to  the  development  work 
on  each  and  nil  of  said  13  locations  ns  follows : 

"This  development  was  entered  into  after  determining  the  bona  fide  char- 
ncter  of  the  locations.  The  land  was  entered  upon  in  good  faith  and  peaceable, 
lawful,  and  undisturbed  occupation  of  the  land  made,  and  we  have  been  con- 
tinuously in  such  i)eaceable,  lawful,  and  undisturboil  occupation  and  posses- 
sion of  the  claims  referred  to  for  over  six  yeai*s  last  past,  claiming  the  same 
tind  during  all  of  this  time  working  continuously  nrd  diligently,  doing  such 
work  as  was  necessary  and  lending  to  the  discovery  of  oil  or  gas  on  each  of 
the  claims." 

Relying  upon  these  and  other  similar  misrepresentations,  and  being  deceived 
thereby,  the  register  and  receiver  issued  to  the  claimant  in  the  case  of  each 
Bald  application  a  certificate  of  entry  and  the  Commissioner  of  the  General 
Liand  Oflice  clear  listed  said  applications  for  patent,  but  said  clear-listing  order 
was  subsequently  set  aside  by  order  of  the  Secretary  of  the  Interior  d:ite<l  Jan- 
uary 29,  1917,  who  by  said  order  directed  "  that  the  entire  matter  l>e  reopened 
for  further  consideration  of  the  law  and  the  facts,  including  the  consideration 
of  any  new  testimony  that  may  be  presented." 

Wherefore  it  Is  requested  that  a  hearing  be  ordered,  upon  notice  to  the 
claimant  Honolulu  Consolidated  Oil  Co.,  at  such  time  and  place  as  may  be 
compatible  with  the  rules  of  the  General  Land  Oflice,  and  that  the  Department 
of  the  Navy,  represented  by  Its  solicitor  or  by  counsel  assigned  by  the  Attorney 
General,  at  such  hearing  be  permitted  to  submit  testimony  in  support  of  the 
allegations  of  protest  herein  set  forth,  to  the  end  that  said  mineral  entries  may 
be  canceled  and  said  applications  for  patents  be  denied. 
Respectfully, 

Francis  J.  Kearful, 
(For  the  Attorney  General), 
Assistant  Attorney  General. 

Mr.  Tallman.  I  will  now  read  our  letter  in  which  we  ordered  the 
hearing : 

DECE&mKK  10,  1917. 

[In  re  protest  flied  by  the  Attorney  General,  at  tbe  request  of  the  Secretary  of  the  Nary. 
aealDst  hereln-eoumeratcd  mineral  entries,  made  by  tbe  Ilonolalu  Consolidated  Oil 
Co.] 

Register  and  Receiver, 

Visalia,  CaL 

Sirs  :  The  Attorney  General  filed  in  this  office  on  or  about  October  19.  1917,  a 
certain  protest,  involving  mineral  entries  Nos.  03495,  05125,  05124,  05126,  05127, 
05128,  05129,  05130,  05132,  05133,  05134,  and  05252,  your  laud  district,  made  by 
the  Honolulu  Consolidated  Oil  Co.,  under  the  provisions  of  the  laws  relating?  to 
the  patenting  of  oil  placer  mining  claims,  for  various  parcels  of  land  In  T.  32  S., 
R.  24  E.,  M.  D.  M.  (which  said  parcels  of  land,  described  by  legal  subdivisions 
in  said  protests,  are  embraced  within  the  withdrawal  order  of  September  27, 
1909.  notice  whereof  was  sent  your  office  October  5,  1909,  and  Executive  order 
of  December  13,  1912,  establishing  naval  petroleum  reserve  No.  2,  for  the  ex- 
clusive use  or  benefit  of  the  United  States  Navy),  and  wherein,  and  by  the  filing 
of  said  protest,  as  aforesaid,  the  said  Attorney  General,  by  the  request  of  the 
Secretary  of  the  Navy,  protested  against  the  patenting  of  said  entries  and  each 
fln«l  every  of  them. 

Said  protest  concludes  with  a  prayer,  reading  as  follows,  to  wit : 

'•Wherefore,  It  Is  requested  that  a  hearing  be  ordered,  upon  notice  to  the 
Claimant  Honolulu  Consolidated  Oil  Co.,  at  such  time  and  place  as  may  be  com- 
patible with  the  rules  of  the  General  Land  Office,  and  that  the  Department  of 
the  Navy,  represented  by  Its  solicitor  or  by  counsel  assigned  by  the  Attorney 
General,  at  such  hearing  be  permitted  to  submit  testimony  In  support  of  the 
allegations  of  protest  herein  set  forth,  to  the  end  that  sold  mineral  entries  may 
be  canceled  and  said  applications  for  patents  be  denied." 

It  is  the  opinion  of  this  office,  and  it  so  holds,  that  said  protest  sufficiently 
traverses  and  denies  the  truth  of  the  statements  and  representations  made  by 
applicant,  its  officers  and  agents,  in  support  of  said  applications  'or  patent, 
and  each  of  them,  on  the  question  of  whether  or  not  on  September  27,  1909, 
said  applicant  and  entry  company  was  a  bona  fide  occupant  or  claimant  of  oil 
or  gas-bearing  lands  in  diligent  prosecution  of  work  leading  to  discovery  of  oil 
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substantial  amount  of  work  or  something  definite  and  tangible  ^ 
be  done. 

The  Chairman.  That  might  reach  it.    As  to  prescribing  any  psL^ 

ticular  amount  of  drilling  or  an^  particular  amount  in  dollars  ai?. 

.cents,  you  are  rather  of  the  opinion  that  that  would  not  be  feasible: 

Mr.  FiNKEY.  I  am  afraid  that  would  be  unfair. 

The  Chairman.  But  do  you  think  before  we  make  the  road  certti: 
to  a  patent,  especially  as  an  amendment  to  leasing  law,  we  ought  i<; 
know  that  they  have  performed  some  action  in  good  faith  other  tha: 
filing  notices? 

Mr.  FiNNET.  I  certainly  do.  I  think  you  are  absolutely  right,  ani 
I  am  sure  the  Attorney  General  and  the  Secretary  of  the  Interior  Ukf 
the  same  view. 

The  Chairman.  I  am  sure  they  would  take  the  same  view  if  it  wi? 
called  to  their  attention. 

Mr.  FiNNET.  And  I  think  the  interested  oil  men  would  also  do  ?^ 

The  Chairman.  I  have  no  doubt  they  would.  Now,  Mr.  Finney. 
you  are  familiar  with  this  bill,  H.  B.  3232.  and  the  proposed  amend- 
ments of  the  oil  men  printed  in  italics  thereto?  Have  you  had  i 
chance  to  go  over  that  t 

Mr.  Finney.  I  have  not  had  a  chance  to  go  over  that^  Mr.  Chiur- 
man. 

The  Chairman.  The  oil  men  were  requested  by  the  committee  if 
prepare  and  file  such  amendments  as  they  thought  would  properly 
protect  their  interests.  Do  you  care,  or  have  you  familiarized  yoar- 
self  with  them  enough  to  comment  on  them,  amendment  by  amend- 
ment, as  we  go  through  them?  If  you  have  not,  I  will  not  ask  yon 
about  them,  and  we  can  refer  them  down  for  report. 

Mr.  Finney.  I  have  not  had  the  time,  Mr.  Chairman,  to  read  them, 
because  I  have  been  attending  most  of  the  hearings  here  as  well  is 
performing  other  duties. 

'  The  Chairman.  Then,  I  do  not  think  we  ought  to  ask  you  aboiit 
them. 

Mr.  Finney.  I  have  not  had  a  chance  to  read  the  amendments 
through,  and  I  would  like  to  give  them  a  little  more  attention  before 
expressing  an  opinion. 

The  Chairman.  I  will  say  for  the  record  that  it  is  the  opinion  of 
the  chair  that  this  committee  print  which  embodies  the  amendments 
in  italics  which  are  the  rights  of  the  oil  men  as  they  claim  them  and 
as  they  offer  them  and  as  they  advocate  them  before  this  committee, 
presents  a  lot  of  new  matter  which  I  will  say  ought  to  be  referred  t« 
each  of  the  three  departments,  the  Interior  Department,  which  i? 
the  administrative  department;  the  Department  of  Justice,  whicb 
has  a  number  of  suits  out  there;  and  the  Navy  Department,  whicb 
is  trying  to  preserve  the  oil  for  the  Navy,  so  we  may  have  the  benefit 
of  the  suggestions  of  the  three  departments  on  these  specific  amend- 
ments. Then,  with  the  recommendations  we  have,  we  will  at  lea^t 
have  the  views  of  the  departments  on  everything  that  is  before  u^. 
because  we  want  all  the  light  we  can  get  upon  this  subject. 

Mr.  TatijOR.  Mr.  Chairman,  you  have  just  stated  that  the  com- 
mittee wants  all  the  light  it  can  get  upon  this  subject. 
'  The  Chairman.  I  certainly  do. 

Mr.  Taylor.  I  assume  thes^  departments  ought  to  want  all  tlw 
light  they  can  get  upon  the  subject.'    T  do  riot  assume  that  they  are 
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fself-sufficient  and  tliat  they  assume  to  know  it  all.  We  have  been 
taking  testimony  here  now  for  five  weeks,  and  it  does  seem  to  me 
that  they  ought  to  at  least  in  a  perfunctory  way  look  at  that  testimony 
before  they  report  again. 

The  Chairman.  Suppose  I  incorporate  that  in  the  letter  of  ref- 
erence, ask  them  to  do  it,  and  send  them  a  copy  of  the  hearings. 

Mr.  Taylor.  It  looks  to  me  as  though  the  orderly  thing  for  us  to 
do  would  be  to  not  send  this  to  them  imtil  the  testimony  is  printed 
asnd  until  thoy  can  have  a  chance  to  look  at  it,  and  then  in  the  light 
of  all  of  these  gentlemen's  statements  in  support  of  each  one  of  these 
amendments  wTiich  they  have  made  here  for  weeks  and  weeks  it 
would  seem  as  though  they  ought  to  consider  and  have  the  benefit  of 
the  views  of  those  gentlemen  and  the  reasons  for  all  of  these  amend- 
ments before  they  simply  offliand  come  back  here  and  say,  "We 
have  given  our  instructions  and  that  is  all  there  is  to  it,"  and  that 
will  be  the  whole  thing.  They  will  never  look  at  this  testimony  if 
we  do  not  give  them  a  chance. 

The  Chairman.  We  do  not  have  to  be  bound  by  those  instructions, 
Mr.  Taylor.  Do  you  not  feel  that  this  controveray  is  widespread 
enough  to  entitle  this  committee  to  the  advantage  of  any  information 
they  have  looking  to  the  advisability 

Mr.  Taylor  (mterposing).  But  ought  they  not  to  consider  the 
other  side  of  this  proposition  before  they  decide  it  ?  What  have  we 
been  sitting  here  lor  five  weeks  for? 

The  Chairman.  We  have  had  their  representatives  here  every  day. 
The  Navy  Department  has  been  represented  and  the  Department  of 
Justice. 

Mr.  Taylor.  I  would  like  for  them  to  have  the  printed  testimony 
and  to  have  a  chance  to  look  at  it  before  they  come  back  and  make 
an  additional  report. 

The  Chairman.  I  think  that  is  all  right. 

Mr.  Taylor.  And  i^  does  seem  to  me  we  ought  to  exercise  some 
judgment  in  the  matter  ourselves. 

Ihe  Chairman.  Let  me  say  just  a  word.  The  Chair  certainly, 
for  himself,  does  not  intend  in  any  way  to  impinge  upon  the  juris- 
diction of  any  of  these  departments,  and  the  Chair  certainly  did  not 
start  or  attempt  to  finish  or  aid  or  abet  or  contribute  anything  to  the 
part  the  other  departments  have  taken  in  this  matter;  but  here  is 
a  bill  dealing  with  a  great  national  resource  in  war  times  under  a 
law  that  we  did  not  make;  at  least  I  did  not  and  had  nothing  to  do 
with  it.  Certain  of  this  public  reserve  and  public  resource  has  been 
set  apart  under  a  designation  of  naval  reserve,  w^hatever  that  may 
mean  and  whatever  its  eflScacy  may  be,  under  another  law  which  we 
did  not  make  and  which  we  are  in  no  wise  responsible  for;  and  it 
became  the  duty  of  the  Department  of  Justice  to  aid  the  Interior 
Department  in  the  prosecution  of  land  frauds,  and  that  has  gone 
on  from  time  immemorial.  Now,  it  is  my  opinion  that  during  these 
war  times  and  during  this  time  of  controversy  and  inasmuch  as  they 
have  been  writing  letters  to  the  Navy  Department  and  the  Depart- 
ment of  Justice  and  have  been  taking  a  keen  interest  in  it,  it  is  my 
opinion  we  ought  to  have  all  the  intormation  from  all  the  depart- 
ments we  can  get  hold  of,  and  I  am  doubtful  then  w^hether  we  have 
enough  information  on  which  to  proceed.    This  oil  controversy  is 
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Mr.  Tallman.  An  error  of  policy;  yes,  sir. 

The  Chairman.  And  you  aid,  under  the  facts  and  the  circum- 
stances,  and  in  the  light  of  the  conditions  that  have  prevailed,  re* 
tained  the  amount  of  oil  that  seemed  best  to  all  the  branches  of  your 
department? 

Mr.  Tallman.  Exactly. 

The  Chairman.  And  as  to  the  controversy  between  the  Depart- 
ment of  Justice,  which  contended  that  all  should  be  kept,  your  con- 
tention is  that  a  royalty  was  all  Congress  intended  and  all  that  you 
felt  you  were  bound  to  retain? 

Mr.  Tallman.  Under  all  the  circumstances  and  the  history  of  the 
case  and  the  character  of  the  controversy,  it  is. 

The  Chairman.  And  you  did  not  feel,  under  the  scope  of  the  legis- 
lation, the  1914  so-called  temporary  relief  act,  that  it  was  incum- 
bent upon  you  to  go  and  take  any  part  of  the  oil  produced  prior 
to  the  enactment  of  that  legislation? 

Mr.  Tallman.  We  could  not  do  that  without  granting  a  release. 

The  Chairman.  You  could  do  it  indirectly. 

Mr.  Tallman.  We  did  not  want  to  interfere  with  that.  That 
question  was  raised,  as  to  how  far  back  we  could  ^o,  and  the  request 
has  been  made  that  we  make  a  contract  for  time  before  the  act  was 
passed  and  we  have  refused  to  do  that.  We  have  said,  ^^As  to  any 
past  damage  you  have  committed  you  will  have  to  take  your  chances 
m  the  courts  or  wherever  you  may  land.  We  will  not  make  a  con- 
tract with  you  to  releasa  anything  or  to  adjudicate  any  damages 
that  may  have  accrued  prior  to  August  25,  1914. 

The  Chairman.  Well,  you  could,  of  course,  have  retained  a  larger 
amount  later  on  and  in  that  way  have  protected  the  Government. 

Mr.  Tallman.  Well,  what  would  have  been  the  use?  The  oil  is 
taken  out  and  gone,  and  we  have  nothing  to  retain. 

The  Chairman.  But  you  could  have  taken  out  a  larger  amount  of 
the  oil  produced  from  the  time  you  entered  into  the  contract,  which 
would  indirectly  have  compensated  the  Government  for  any  oil  that 
was  wrongfully  taken  out  prior  to  the  legislation.  It  is  simply  a 
question  of  judgment. 

Mr.  Tallman.  I  do  not  think  the  law  was  intended  to  be  retro- 
active. 

The  Chairman.  You  could  have  withheld  50  per  cent. 

Mr.  Finney.  I  do  not  think  the  law  contemplated  that. 

The  Chairman.  I  am  not  arguing  that  it  did,  although  it  is  in  the 
record  that  the  department  had  ample  jurisdiction  to  retain  all  it 
desired. 

Mr.  Tallman.  Under  the  act;  but  I  think  any  disposition  of  the 
proceeds  prior  to  the  act  would  have  been  unwarranted. 

The  Chairman.  Do  you  think  that,  in  the  face  of  the  positive  pro- 
posal that  the  oil  claimants  now  make  that  they  are  willing  to  pay 
one-eighth  clear  back  to  the  time  of  the  opening  of  the  well  f 

Mr.  Tallman.  I  do  not  see  any  connection  between  the  two  cir- 
cumstances. They  want  you  people  to  make  a  deal  with  them  and 
to  make  in  effect  such  a  contract  as  we  have  made  for  all  their  pro- 
duction. We  had  the  authority  to  make  a  contract  for  operating 
purposes  after  August  25, 1914,  and  I  do  not  think  Congress  author- 
ized us  to  release  any  claim  that  the  Government  might  have  had 
for  trespass  before  that. 
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Department — that  is,  as  to  all  those  matters  you  have  had  the  hear- 
ing upon  here — that  it  would  be  up  to  this  committee  to  then  take 
the  situation  and  draw  a  tentative  form  of  a  bill 

The  Chairman  (interposing).  Mr.  Bamett,  the  committee  will 
serve  its  own  purpose,  and  I  do  not  think  it  is  up  to  you  to  suggest 
the  course  the  committee  should  pursue. 

Mr.  Barnett.  I  did  not  mean  to  do  that. 

The  Chairman.  You  are  here  recommending  the  course  that  the 
committee  should  pursue  in  handling  the  bill.  We  will  handle  that 
after  the  hearings  are  closed. 

Mr.  Barnett.  I  did  not  mean  to  do  that. 

The  Chairman.  I  know  you  did  not. 

Mr.  Barnett.  I  do  not  want  at  all  in  anv  sense  to  do  that. 

The  Chairman.  We  have  been  pretty  liberal  with  all  of  you. 

Mr.  Barnett.  I  understand  that,  and  we  are  very  grateful  for  it 
and  appreciate  it. 

The  Chairman.  I  do  not  think  that  you  would  want  to  suggest 

Mr.  Barnett  (interposing).  I  did  not  want  to  intimate  that. 
What  I  really  intended  to  say  was  this:  As  you  understand,  while 
we  are  all  here  before  the  committee,  while  the  hearings  are  going  on, 
all  who  are  interested  can  hear  what  is  being  said,  but  when  the 
matter  goes  before  the  departments,  we  have  not  that  same  oppor- 
tunity of  consulting  and  going  over  with  the  departments  and  ex- 
plaining to  them  what  our  understanding  of  tliese  amendments  is, 
and  if  they  reach  a  conclusion  upon  them  in  our  absence,  without  that 
opportunity,  we  feel  that  we  would  want  to  come  back  and  state  to 
the  committee  our  reasons. 

The  Chairman.  We  will  not  have  these  hearings  any  further  pro- 
longed. The  committee's  patience  is  almost  gone  because  of  the 
great  length  of  the  hearings.  Why  not  adopt  Mr,  Taylor's  sugges- 
tion, which,  in  effect,  is  that  when  we  transmit  that  bill  to  the  de- 
partment for  a  report,  the  amendments  in  italics,  which  represent  the 
views  of  the  oil  men,  be  sent  along  with  the  bill. 

Mr.  Barnett.  That  is  all  right.  I  want  the  committee,  and  you, 
Mr.  Chairman,  to  have  all  the  light  possible,  and  to  have  it  from  all 
the  departments  of  the  Government. 

The  Chairman.  Very  well ;  but  we  do  not  want  the  oil  men  to  tell 
us  how  we  shall  write  this  bill. 

Mr.  Barnett.  I  do  not  want  to  be  understood  as  having  said  that, 
or  that  is  not  what  I  intended  to  say,  at  least. 

The  Chairman.  I  know  you  did  not. 

Mr.  Barnett.  I  do  not  want  you  to  misunderstand  me.  If  what  I 
said  indicates  that,  I  want  it  withdrawn  from  the  record,  because  I 
did  not  intend  it  that  way. 

The  Chairman.  I  am  satisfied  that  is  true. 

Mr.  Mays.  Mr.  Finney,  T  want  to  ask  you  about  your  construction 
of  section  2  of  the  House  bill  and  section  2  of  the  Senate  bill. 
Please  state  briefly  the  difference  between  the  two  sections. 

Mr.  FjNNEy.  Section  2  of  the  House  bill,  as  I  understand  it,  con- 
tinues in  full  force  and  effect  the  existing  coal-land  laws.  Under 
section  2447  of  the  Kevised  Statutes  any  individual  may  purchase^ 
or  file  a  declaratory  statement,  for  160  acre^  of  coal  land.  Any  citi- 
zen of  the  United  States  can  do  that  under  the  present  laws,  rules, 
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and  regiilations.  The  Senate  bill,  as  I  understand  it,  adopts  a  some- 
what different  plan,  and  enlarges  the  acreage  which  may  be  pur- 
chased to  not  exceeding  2,560  acres.  It  provides  for  the  offer- 
ing of  such  lands  by  the  Secretary  of  the  Interior  through  advertise- 
ment and  competitive  bidding,  the  land  to  be  knocked  down  to  the 
person  who  is  the  highest  bidder.    Then  the  successf  vil  bidder  is  re- 

Siiired  to  spend  not  less  than  $10,000  during  the  following  year  \n 
le  development  of  coal  mines  on  the  land.  After  he  does  all  that, 
then  the  patent  issues.  Then  there  is  a  sort  of  antimonopoly  sectioD 
at  the  end. 

Mr.  Mays.  Have  you  any  opinion  as  to  the  practicability  of  section 
2  fo  the  Senate  bill?     In  your  opinion,  would   the   development 

fo  on  more  rapidly  under  that  section  than  under  section  2  of  the 
louse  bill? 

Mr.  Finney.  The  principal  advantage  I  see  is  the  larger  acreage. 
The  House  bill  limits  the  entry  to  the  low  acreage  of  160  acres, 
whereas  it  permits  the  leasing  of  2,560  acres  of  coal  land.  The  Sen- 
ate bill  is  a  lot  more  consistent  in  that  it  authorizes  the  purchase  t  f 
the  same  amount,  or  the  maximum  amount,  which  may  be  leased. 

Mr.  Mays.  Does  the  department  recognize  the  need  or  necessity 
of  granting  a  larger  acreage? 

Mr.  Finney,  "niey  have  reported  as  oiie  of  the  serious  troubles 
with  respect  to  the  coal-land  laws  of  the  United  States  the  fact  that 
the  acreage  allowed  is  inadequate,  which  affects  not  only  the  matter 
of  production,  but  has  been  the  cause  of  a  great  many  coaHand 
frauds. 

Mr.  Taylor.  A  man  can  not  establish  the  enormous  plant  necessary 
in  operating  coal  land  for  a  little  acreage  of  that  kind. 

Mr.  Finney.  It  would  not  justify  the  investment. 

Mr.  Mays.  In  the  western  part  of  the  country,  where  most  of  the 
public  coal  lands  are  situated,  the  investment  required  to  develop  a 
coal  proposition  is  even  greater  than  is  required  to  develop  an  oil 
proposition  ? 

Mr.  Finney.  I  think  so.  Probably  $150,000  to  ^50,000  would  be 
the  minimum  figure  for  a  coal  proposition. 

Mr.  Mays.  I  want  to  know  what  about  the  right  of  initiation  ifi 
this  question  of  procuring  a  lease. 

Mr.  Finney.  A  coal  lease? 

Mr.  Mays.  Yes,  sir ;  under  this  bill. 

Mr.  Finney.  Under  which  one — ^the  Senate  bill? 

Mr.  Mays.  Yes,  sir ;  or  either  one. 

Mr.  Finney.  The  Senate  bill  provides  for  an  offering  by  the  Sec- 
retary of  the  Interior  through  advertisement  and  competitive  bidding. 

Mr.  Mays.  Does  that  contemplate  that  the  applicants  for  lease  may 
initiate  some  right,  or  may  make  application,  or  stake  off  the  ground, 
or  make  an  application  for  a  certain  block? 

Mr.  Finney.  Apparently  the  idea  of  the  author  of  this  section  this 
that  the  person  who  applied  to  purchase  and  who  thereby  occasioned 
the  offering,  etc.,  should  probably  have  the  right  to  get  it  if  he  ^as 
either  the  highest  bidder  or  bid  as  high  as  any  one  else.  That  is  a 
mere  surmise  on  my  part,  but  I  judge  from  the  language  of  the  s^^- 
tion  that  that  is  intended,  because  otherwise  there  would  be  no  need 
of  providing  for  an  application  to  be  filed  in  advance  of  the  offering. 
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Mr.  Mats.  Suppose  a  person  or  an  association  of  persons  wanted  to 
secure  a  lease  or  desired  to  get  a  block  of  land,  could  they  block  out 
those  quarter  sections  and  then  make  application  to  the  Secretary  of 
the  Interior  for  a  lease?  Is  that  the  idea  of  the  bill,  or  would  they 
have  to  wait  until  the  Secretary  made  an  offer  and  asked  for  bids? 

Mr.  Finney.  You  are  talking  about  the  lease  feature  of  it  now? 

Mr.  Mats.  Yes,  sir;  I  am  talking  about  the  lease  feature. 

Mr.  Fin  NET.  The  House  bill  provides  that  the  Secretary  of  the  In- 
terior shall,  upon  the  request  of  any  qualified  applicant  or  on  his  own 
motion,  offer  land  for  lease,  and  so  I  think  he  might  do  it  either  way. 

Mr.  URAMTON.  Has  your  department  made  any  statement  or  report 
with  reference  to  the  development  of  coal  mines  by  the  Government 
itself? 

Mr.  FiNNET.  So  far  as  I  know  they  have  not. 

Mr.  SuLZER.  Mr.  Finney,  would  not  the  effect  of  the  first  few  lines 
of  section  2  of  the  Senate  bill  be  the  exclusion  of  practically  every 
one  interested  or  experienced  in  coal  mining  from  the  operations  of 
that  act? 

Mr.  FiNNET.  I  do  not  know  that  that  follows.  Your  question  re- 
lates to  section  2  of  the  Senate  bill.  That  is  a  provision  that  no  per- 
son shall  own  coal  lands  in  excess  of  the  maximum  amount  at  any  one 
time,  or  be  interested,  directly  or  indirectly,  in  any  coal  lands  or  coal 
taken  therefrom.    That  would  be  the  limitation. 

Mr.  SuLZER.  It  would  practically  exclude  anyone  experienced  in 
the  business. 

Mr.  FiNNET.  It  would  practically  exclude  anyone  experienced  in 
the  business  if  he  owned  any  other  coal  lands.  He  would  apparently 
be  debarred  from  holding  land  under  this  section. 

Mr.  Tatlor.  Mr.  Chairman,  I  would  like  to  move  that  it  is  the 
sense  of  this  committee  that  we  request  the  chairman  of  the  conunittee 
to  make  a  request  of  the  heads  of  all  three  of  those  departments  to 
come  in  their  own  proper  persons  before  this  committee. 

Mr.  Cramton.  Might  I  make  this  suggestion :  Can  we  not  take  up 
these  matters  by  ourselves? 

Mr.  Raker.  No;  this  is  a  public  matter  with  me.  As  a  member 
of  this  committee  I  have  the  right  to  have  the  heads  of  those  depart- 
ments here  and  to  have  them  make  their  reports  upon  these  sug- 
gestions and  have  their  statements  go  into  the  record. 

Mr.  Cramton.  I  do  not  object  to  a  public  hearing,  but  I  did  want 
to  hear  Gov.  Thorne. 

Mr.  Kaker.  But  if  you  are  going  to  close  the  hearings — I  have 
kept  still  this  morning  and  I  had  a  lot  of  matters  to  examine  Mr. 
Finney  about  that  I  thought  were  important,  but  now  when  you  get 
to  closing  the  hearings  and  say  that  the  heads  of  the  departments 
can  not  come  before  the  committee  on  an  important  matter  like  this, 
but  simply  make  a  written  statement  on  which  we  are  bound  without 
hearing  them  in  person,  when  their  subordinates  come  before  the 
committee  and  are  bound  by  what  is  written,  and  have  not  been  pre- 
pared to  give  their  full  statements,  I  do  not  think  it  is  hardly  right. 
That  is  the  way  I  feel  about  it. 

Mr.  Cra3iton.  I  agree  with  much  you  have  said ;  but  I  would  like 
to  hear  Gov.  Thorne. 

The  Chairman.  The  Chair  wants  to  say  a  few  things  in  his  own 
behalf,  and  I  want  to  say  it  for  the  benefit  of  you.  Judge  Baker,  and 
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development  work  in  progress  on  section  10  be  held  to  be  development  work  on 
the  remaining  quarter  sections  within  the  meaning  of  the  law?  ** 

In  discussing  this  question  in  United  States  t;.  Thirty-two  Oil  Ck>.  (242  FedL, 
7S0,  735),  Judge  Bean  said: 

"Now,  It  is  clear  from  the  testimony,  and,  In  fact,  undisputed,  that  there 
was  no  work  in  progress  or  immediately  contemplated  at  the  date  of  tlie  with* 
drawal  looking  to  discovery  or  intended  for  the  discovery  of  oil  thereon,  and 
had  not  been  for  some  months  prior  thereto  if  at  any  time,  unless  the  drilling 
of  a  well  by  the  oil  company  on  another  location  half  a  mile  distant,  with  inten- 
tion on  its  part,  if  oil  was  discovered  thereon,  to  thereafter  proceed  with  the 
development  of  the  location  in  question  is  held  to  be  such  iwork.  Whether  an 
occupant  or  claimant  of  oil  or  gas  bearing  land  at  the  date  of  a  withdrawal 
order  was  at  that  time  engaged  in  diligent  prosecution  of  work  leading  to 
discovery  is  a  question  of  fact.  No  hard  or  fast  rule  applicable  to  all  cases 
has  or  can  be  laid  down  by  which  it  can  be  determined.  Each  case  must 
depend  to  a  large  extent  upon  its  own  facts  and  circumstances^  General  prin- 
ciples only  can  be  stated.  It  is  not  necessary  that  the  work  being  performed 
at  the  time  of  the  withdrawal  was  on  the  particular  tract  in  question,  but 
before  it  can  be  deemed  work  leading  to  discovery  thereon  It  must  have  been 
such  as  would  reasonably  tend  to  that  end  and  been  presently  and  purposely 
designed  for  that  purpose.  Now,  the  drilling  of  an  oil  well  on  one  location 
would  not,  however  long  continued,  lead  to  discovery  of  oil  on  another.  It 
might  afford  evidence  of  the  probable  existence  of  oil  op  the  otlier  and  justify 
the  expenditure  of  money  in  exploring  It.  Indeed,  it  might,  by  disclosing  the 
formation,  materially  aid  in  subsequent  drilling  and  lessen  the  expense.  This 
result,  however,  would  follow  whether  the  well  was  drilled  by  the  occupant  or 
claimant  of  the  land  in  controversy  or  by  a  neighbor,  and  hence  I  do  not  think 
that  such  work  on  one  location  can  be  held  to  be  work  leading  to  discovery  on 
another.  The  proviso  in  the  Pickett  Act  is  somewhot  indefinite  and  uncertain, 
but  when  Interpreted  In  the  light  of  the  known  conditions  and  the  purpose  of 
Ck>ngress,  it  was  Intended,  I  take  It,  to  confer  upon  those  occupying  or  claiming 
in  good  faith  at  the  time  of  withdrawal  public  lands  within  a  withdrawn 
area,  with  a  bona  fide  Intention  of  complying  with  the  mining  laws,  and  who 
were  at  such  time  in  diligent  prosecution  of  work  leading  to  discovery  thereon, 
the  right  to  continue  such  work  If  discovery  was  subsequently  made,  and  the 
right  to  retain  possession  and  extract  the  oil  or  take  title  by  patent  the  same 
as  if  the  land  had  not  been  withdrawn.** 

The  foregoing  Is  in  my  opinion  a  correct  statement  of  the  law  and  does  not 
necessarily  confiict  ^vith  either  United  States  v.  Grass  Creek  Oil  &  Gas  Ck). 
(23C  Fed.,  481),  from  the  eighth  circuit,  or  Consolidati?d  Mutual  Oil  Co.  v. 
United  States  (245  Fed.,  521),  from  this  circuit.  It  does  not  appear  in  either 
of  these  cases  that  the  drilling  for  oil  upon  the  lands  in  controversy  was  at 
all  dependent  upon  results  to  be  obtained  from  drilling  on  another  and  inde- 
pendent location.  If  it  should  be  held  in  this  case  that  the  defendant  was 
on  the  date  of  the  withdrawal  In  the  diligent  prosecution  of  work  leading  to 
discovery  of  oil  or  gas  on  some  particular  quarter  section,  and  it  should  later 
develop  that  no  drilling  was  thereafter  done  on  such  location  by  reason  of  the 
fact  that  it  had  been  fully  demonstrated  by  drilling  elsewhere  that  the  land 
was  not  oil  bearing,  we  would  have  this  peculiar  anomaly,  the  defendant  would 
be  found  in  the  diligent  prosecution  of  work  leading  to  the  discovery  of  oil 
or  gas  on  a  particular  location,  when  as  a  matter  of  fact  it  never  did  any  work 
leading  to  that  end  on  that  location  and  never  contemplated  any  such  work 
except  provisionally. 

For  these  reasons,  as  already  stated,  I  am  of  opinion  that  there  are  two  sides 
to  the  controversy,  and  that  there  is  a  debatable  question  before  the  Land  De- 
partment for  Its  determination.  I  fully  realize  that  the  granting  of  an  in- 
junction or  the  appointment  of  a  receiver  Is  ordinarily  a  harsh  remedy,  and  that 
such  relief  will  only  be  granted  In  a  clear  case.  Every  case,  however,  depends 
upon  its  own  peculiar  circumstances  and  the  granting  or  withholding  of  the 
relief  rests  largely  in  the  sound  discretion  of  the  court.  Whether  tlie  relief 
should  be  granted  or  withheld  depends  upon  many  circumstances,  among  them, 
the  Injury  which  will  result  to  the  defendant  by  granting  the  relief,  and  the 
Injury  that  may  result  to  the  plaintiff  from  withholding  it.  In  the  present 
case  the  granting  of  an  injunction  against  further  drilling  will  not  harm  the 
defendant  unless  It  proposes  to  exercise  that  right,  and  there  is  nothing  in  the 
record  to  indicate  that  it  intends  to  do  so  until  the  pending  controversies  are 
startled.    If  the  appointment  of  a  receiver  should  rest  in  taking  the  manage* 
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One  of  my  Congressmen  asked  me  yesterday  morning  how  I  was 
getting  along  up  here.  I  said,  "  I  will  answ^er  your  question  by  tell- 
ing yoii  what  happened  at  Chicago  the  other  day  when  my  wife  and 
myself  were  over  there."  The  Masonic  Building  is  a  show  place  in 
Chicago.  It  is  25  stories  high  and  the  architecture  of  the  building 
is  very  attractive,  the  corridor  goes  up  to  a  dome  from  the  street 
floor,  and  while  we  were  up  there  looking  at  it,  a  fellow  came  up 
there  with  suicidal  intentions  and  jumped  over,  and  as  he  passed 
down  he  was  saying,  "  I  am  all  right  so  far,  but  don't  know  how  it 
will  be  when  I  land."  [Laughter.]  I  am  satisfied  he  was  an  oil 
man  or  he  would  not  have  jumped  over  there. 

I  had  hoped  to  see  this  controversy  closed  in  my  lifetime,  but  I 
am  a  little  doubtful  about  it  now.  I  want  to  say  that  in  my  20 
years  of  legislative  experience  I  have  never  seen  a  committee  that 
gave  stricter  and  more  patient  attention  to  people  than  you  all  have 
given  to  us,  and  by  your  kindness,  I  am  sure.  I  speak  for  the  oil 
men  when  I  say  that  you  have  woven  a  wreatn  of  loving  kindness 
around  our  hearts  which  time  will  not  blighten  nor  the  vicissitudes 
of  life  mar. 

When  you  do  get  ready  to  fix  and  report  this  bill  up,  if  you  ever 
do,  please  do  this,  remember  us  wildcatters,  pioneers  in  the  business, 
so  graphically  described  by  Mrs.  Harnsberger.  It  reminded  me  of 
my  first  trip  out  prospecting,  Mr.  Chairman.  We  were  gone  two 
days  and  nights  with  a  mule  team  and  we  got  out  of  civilization,  or 
I  thought  I  was  out  of  civilization;  they  told  me  it  did  not  rain  in 
California  but  once  a  year  and  that  they  never  had  thunder  and 
lightning  in  California.  We  got  out  there  and  stopped  for  the  night. 
A  cloud  came  up  from  the  southwest.  It  looked  cyclonic  to  me,  as 
we  understand  it,  but  we  stopped.  In  a  short  space  of  time  the  rain 
came  in  horizontal  sheets,  such  as  is  unusual  in  California.  The 
lightning  flashed  and  the  thunder  pealed.  The  coyote  changed  his 
cry  from  his  ordinary  bark  and  screamed.  The  owl  ceased  to  hoot, 
but  wailed  from  a  solitary  watchtower  in  a  distant  forest,  and  but 
for  a  Dutchman  w^ho  had  tied  one  mule  on  each  side  of  the  wagon  so 
that  one  was  pulling  one  way  and  one  another,  God  Almighty  only 
knows  what  would  have  become  of  us ;  we  would  have  gone  down  the 
mountain  side;  and  if  a  man  had  sung  one  verse  of  Home,  Sweet 
Home  to  me  then,  I  would  have  died  as  dead  as  Lazarus  with  home- 
sickness and  fright  right  there. 

Now,  when  you  do  go  to  make  up  this  bill  remember  us  wildcatters 
who  went  out  drilling  and  developed  the  country.  I  do  not  have  any 
idea  how  long  w^e  will  be  here.  Every  member  of  my  family  who 
is  eligible  is  at  the  front.  We  ought  to  be  patriotic,  and  if  you  do 
not  intend  to  give  us  our  money,  invest  it  in  liberty  bonds  and  help 
the  war  in  some  way  to  do  something.  It  requires  broad-gauged 
patriotism  when  a  (lovemment  holds  your  money  when  the  Govern- 
ment has  got  me  reined  up  and  girded  and  cinched  and  the  United 
States  court  roaching  me  like  a  mule  and  dehorning  me  like  a  steer. 
I  am  just  sick  about  it,  but  I  am  patriotic.  I  told  Mr.  Daniels  the 
other  day  that  I  was  not  able  to  walk  nor  was  I  able  to  ride  a  horse, 
but  I  could  ride  on  a  gunboat.  I  went  through  the  rebel  army  and 
all  my  people  are  in  this  war  and  I  am  ready. 

Now,  there  is  not  a  thing  listed  against  me  in  my  suit,  as  you  have 
heard  from  all  these  departments,  except  that  I  was  not  diligently 
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and  still  another  letter  under  date  of  August  9, 1916,  addressed  to  the 
Attorney  General  and  signed  by  Secretary  Franklin  K.  Lane.    Un- 
less objection  is  made,  the  letters  will  go  m  the  record  at  this  point. 
(The  papers  referred  to  follow:) 

Department  of  Justice, 
Washington,  March  i,  1918. 
Hon.  Scott  Febris, 

Chairman  Public  Lands  Committee, 

House  of  Representatives. 

My  Dear  Mr.  Ferris  :  'At  the  hearing  March  1  on  H.  R.  3232  and  H.  R.  2812, 
Mr.  Lenroot  inquired  about  the  delay  in  disposing  of  applications  for  patents  to 
oil  lands  which  are  covered  by  operating  agreements  under  the  act  of  Augast  25, 

1914.  In  addition  to  what  I  tnen  said,  I  now  recall  a  matter  which  escaped  me 
at  the  time. 

Most  of  the  operating  agreements  Involving  the  greatest  production  are  in  the 
Salt  Creek  field  in  Wyoming,  controlled  by  the  Mid- West  interests.  Much  of  the 
delay  in  those  cases  has  been  due  to  collusive  suits  brought  in  the  local  courts  by 
pretended  adverse  claimants.  The  law  provides  for  suits  by  adverse  claimonts, 
and,  pending  their  determination,  the  Land  Office  proceedings  on  applications 
for  patents  are  "stayed"  (R.  S.,  sees.  2325,  2326).  The  Mid- West  and  allied 
interests  appear  to  have  resorted  to  the  subterfuge  of  collusive  suits  by  pre- 
tended adverse  claimants  for  the  purpose  of  extending  their  operating  agree- 
ments indefinitely,  under  which  they  could  extract  and  appropriate  seven-eighths 
of  the  oil  and  be  relieved  of  all  claims  of  the  United  States  against  them  for 
trespass. 

The  situation  as  above  stated  appears  from  a  letter  dated  December  14, 

1915,  from  Assistant  Attorney  General  Ernest  Knaebel  to  Special  Assistant 
E.  J.  Justice,  and  another  dated  December  18,  1915,  from  the  Commissioner  of 
the  General  Land  Office  to  Mr.  William  R.  Wheeler  and  Messrs.  Burdick, 
Schuyler,  and  Campbell. 

When  this  situation  was  brought  to  the  attention  of  the  commissioner  he 
caused  the  suits  which  he  found  to  be  "  collusive  and  unlawful "  to  be  dis- 
missed, but  the  operating  agreements  entered  into  between  the  parties  and  the 
Secretary  of  the  Interior  were  continued  in  force  and  still  subsist.  This 
appears  from  a  letter  dated  August  9,  1916,  from  the  Secretary  of  the  Interior 
to  the  Attorney  General. 

You  will  recall  the  testimony  of  Mr.  Max  W.  Ball  to  the  effect  that  there 
has  been  nothing  yet  discovered  which  compares  with  the  Salt  Creek  field  for 
production  per  unit  of  area,  the  elements  being  shallow  depth,  easy  drilling, 
and  large  production.  You  will  also  recall  the  testimony  of  Mr.  Mondell  (not 
referring  specifically  to  the  Midwest  interests)  that  the  Wyoming  operators 
would  be  satisfied  to  continue  under  existing  law  if  that  were  practicable. 

Copies  of  the  three  letters  above  mentioned  are  herewith  inclosed,  and   I 
have  the  honor  to  request  that  this  letter  with  its  inclosures  be  inserted  in  the 
record  at  the  close  of  my  testimony  on  March  1,  to  be  considered  in  connection 
with  my  answer  to  Mr.  Lenroot's  question. 
Yours,  faithfully, 

Francis  J.  Kearful, 
Assistant  Attorney  Generak 


December  14,  1915. 
E.  J.  Justicp:,  Esq., 

Special  Assistant  to  the  Attorney  General, 

San  Francisco,  Cat. 

My  Dear  Mr.  Jttstice  :  I  have  just  received  your  telegram  of  the  13th  instant 
in  the  Midwest  Oil  Co.  matter. 

Mr.  Tallman  and  I  conferred  at  length  here  Saturday  afternoon  and  evening 
after  he  had  discussed  the  situation  with  the  Secretary  and  had  all  but  settled 
ui)on  n  plan.    My  suggestion  to  Mr.  Tallman  was  this : 

The  facts  in  hand  indifato  quite  clearly  that  the  contracts  were  procurerl  by 
fraud.  If  such  was  the  case,  the  contracts  should  be  annulled  by  the  Secretary 
and  the  companies  should  he  I'alled  upon  to  account  for  all  of  the  oil  which 
they  have  talcen  under  the  contracts,  as  well  as  any  oil  taken  before  they  were 
made.    For  this  purpose,  as  well  as  to  protect  the  land  from  further  explolta- 
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Washington,  D.  C,,  March  5,  1018. 
Hon.  Scott  Ferris, 

Chairman  Committee  on  Public  Landa^ 

HoiLse  of  Representatives^ 

Washington^  Z>.  C. 

Dear  Sir  :  In  compliance  with  your  request  that  the  oil  operators 
and  claimants  appearing  before  your  committee  in  the  hearing  just 
closed  jointly  suggest  such  changes  and  modifications  of  and  addi- 
tions to  H.  K.  3232  as  they  think  are  necessary  to  provide  for  a  just 
recognition  of  existing  rights  and  equities  of  such  operators  and 
claimants  and  will  effectuate  the  general  legislative  purposes  of  the 
proposed  legislation,  certain  concrete  amendments  have  been  sub- 
mitted and  now  appear  in  italics  in  a  confidential-committee  print 
of  said  H.  R.  32.V2. 

The  amendments  offered  were  carefully  considered  by  subcom- 
mittees, were  later  discussed,  modified,  and  unanimously  adopted  at 
a  general  meeting  of  all  the  oil  men  in  attendance  upon  the  hearing. 
The  general  committee  members  included  oil-land  claimants  and 
operators  engaged  in  the  development  and  production  of  oil  and  gas 
in  California,  Colorado,  Wyoming,  Montana,  and  other  Western 
States,  the  Territory  of  Alaska,  and  others  having  experience  with 
the  older  fields  in  the  East,  and  in  Oklahoma,  Louisiana,  and  Texas. 

In  order  to  secure  the  unanimous  approval  of  all  the  members  of 
such  general  committee  and  perfect  a  bill  approximately  just  to  the 
claimants  operating  under  existing  law,  and  at  the  same  time  pro- 
vide a  workable  prospecting  permit  and  leasing  system,  safeguard- 
ing the  general  public  interests  in  present  fielas  and  in  the  larger 
development  yet  to  come,  individual  opinions  and  interests  have  been 
freely  waived  and  sacrificed. 

To  the  fullest  extent  possible,  without  manifest  injury  to  the  de- 
velopment, production,  and  conservation  of  the  oil  and  gas  industry 
on  the  public  domain,  the  committee  has  sought  to  meet  the  views 
of  those  who  will  administer  the  law  when  passed,  and  who  have 
given  the  entire  subject  earnest  thought  and  consideration. 

The  proposed  amendments,  for  convenience  of  consideration,  are 
divided  into  four  classes: 

1.  Amendments  dealing  only  with  the  general  provisions  of  the  bill. 

2.  An  amendment  to  section  12  of  the  bill,  covering  the  situation 
of  claims  initiated  under  existing  law  prior  to  the  passage  of  the 
Pickett  Act,  upon  which  claims  there  have  been  drilled  one  or  more 
producing  oil  or  gas  wells.    This  amendment  is  similar  to  and  is 
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and  the  interests  represented  by  Messrs.  Burdick  and  Campbell  are  concerned, 
a  contract  and  agreement  had  been  entered  Into,  and  is  now  in  force,  wliercln 
and  whereby  the  ultimate  title  and  beneficial  interest  as  between  these  two 
interests  to  all  of  the  lands  in  the  Salt  Greek  field  involved  in  the  above- 
mentioneil  litigations,  have  been  fully  settled,  agreed  upon,  and  determiuedi, 
and  the  respective  portions  belonging  to  each  specifically  set  out. 

I  have  given  this  situation  tlioughtful  consideration.  At  the  time  of  tlie 
reinstatement  of  these  various  applications  for  patent  in  April,  May,  and  June 
last,  at  which  time  there  was  much  discussion  and  negotiation  between  the 
representatives  of  the  various  interests  above  mentioned  and  this  office,  strong 
and  positive  representations  were  made  to  me — at  least,  I  so  understood  It — 
that  though  an  agreement  had  been  reached  as  to  the  method  of  carrj^ng  on 
operations  and  disposition  of  the  oil  product  as  between  said  supposed  con- 
filcting  interests,  the  controversy  between  these  various  interests  as  to  the  right 
and  title  to  the  land  Itself,  was  bona  fide,  and  the  adverse  claims  and  suits  filed 
In  support  thereof,  were  In  absolute  good  faith. 

In  the  course  of  our  recent  conversation  Mr.  Schuyler  contended  that  said 
adverse  claims  and  suits  were  still  in  good  faith,  notwithstanding  said  con- 
tract of  settlement  and  division,  for  the  reason  that  the  parties  desired  to  deter- 
mine by  judicial  decree  which  of  two  lines  of  title  is  the  superior  and  should 
be  presented  to  the  Land  Department  for  patent. 

I  can  not  subscribe  to  this  view  of  the  situation.  I  do  not  understand  how 
there  can  be  any  real  controversy  whatsoever  between  these  various  parties 
when  the  subject  of  the  controvei*sy  has  been  entirely  settled  and  disposed  of. 
Regardless  of  what  the  motives  or  intentions  of  the  interested  parties  may  be, 
the  effect  of  this  situation  Is,  in  my  judgment  that  these  suits  are  in  law  and 
in  fact  mere  moot  cases,  collusive  and  unlawful,  and  can  serve  no  good  purpose. 
As  a  result  thereof,  this  department  has  considered  itself  deprived  of  Its  juris- 
diction to  proceed  promptly  to  determine  the  rights  of  these  applicants  to  pat- 
ents for  the  lands  in  question,  and  has  been  hampered  and  delayed  in  protect- 
ing whatever  interest  the  Government  may  have  in  the  premises. 

I  have  to  request  therefore,  tliat  all  of  the  adverse  suits  above  referred  to 
and  now  pending,  wherein  it  is  sought  to  litigate  the  title  or  right  of  possession 
of  lands,  the  ultimate  right  and  title  to  which  has  already  been  settled  and 
determined  as  between  the  parties  to  such  suits,  be  forthwith  and  Imme- 
diately dismissed,  to  the  end  that  this  department  may  proceed  without  further 
delay  to  determine  whether  or  not  the  applicant  for  patent  is  entitled  thereto. 

With  reference  to  your  request  a  day  or  two  ago,  to  the  effect  that  no  action 
be  taken  In  this  connection  until  Mr.  Schuyler  could  return  to  Washington,  will 
say  that  while  I  should  be  delighted  to  grant  any  personal  favor  I  could  to 
either  you  or  him,  I  feel  that  the  circumstances  are  such  as  not  to  warrant 
such  delay. 

Yours,  very  truly, 

Ci^T  Taixmaiv. 

(Copies  hereof  sent  to  Messrs.  Burdick,  Schuyler,  and  Campbell.) 


Department  of  the  Interioh, 

WashingtOTiy  Auffiist  9,  19 IB. 

My  Dear  Mr.  Attorney  General  :  I  am  In  receipt  of  your  letter  of  the  26th 
ultimo,  quoting  at  length  from  a  letter  addressed  to  you  by  Special  Assistant 
E.  J.  Justice  regarding  the  situation  with  respect  to  the  Salt  Creek  oil  lands 
In  Wyoming.  You  advise  that  your  department  Is  ready  to  render  any  assist- 
ance it  can  in  protecting  the  interests  of  the  Governmeut  in  this  territory. 

In  reply,  I  desire  first  to  touch  upon  the  matter  of  the  operations  for  the 
production  of  oil  in  this  field.  The  reports  which  have  recently  been  received 
by  the  Commissioner  of  tlie  General  Land  Oflice  show  that  since  the  time 
when  the  contracts  under  the  act  of  August  25,  1914  (38  Stat,  708),  were 
entered  Into  there  has  been  production  upon  lands  other  than  those  covered  by 
the  contracts  on  four  quarter  sections  only,  namely,  the  NE.  \  sec.  14,  SW.  \ 
sec.  23.  NW.  \  sec.  25,  and  NE.  i  sec.  27,  all  in  T.  40  N.,  R.  79  W.  Acting 
upon  this  information,  the  Commissioner  of  the  General  I>and  Office  took  up 
the  matter  of  the  production  from  these  tracts  with  tlie  representatives  of  the 
Midwest  Oil  Co.  and  suggested  thot  some  action  should  be  taken  looking  toward 
Including  them  in  contracts.    The  attorney  for  the  Midwest  Oil  Co.  advised  that 
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territory  may  be  leased  in  areas  not  exceeding  640  acres  (the  area 
within  such  limitation  being  wholly  in  the  discretion  of  the  Secre- 
tary) upon  competitive  bidding,  or  in  accordance  with  such  other 
method  as  the  Secretary  may  prescribe.  The  purport  of  the  other 
provisions  of  these  two  sections  will  be  readily  understood,  and  the 
reasons  for  them  are  manifest. 

Much  difficulty  has  been  experienced  in  endeavoring  to  find  some 
brief  phrase  to  distinguish  between  "  wildcat  "  and  "  proven  "  areas, 
but  without  success.  The  distance  index  used  in  the  original  House 
and  Senate  bills  has  no  real  relation  to  the  occurrence  of  oil;  the  use 
of  the  term  "geologic  structure,"  which,  at  the  suggestion  of  the  oil 
operators  of  Wyoming,  was  inserted  in  the  Senate  bill  is  found  to  be 
somewhat  objectionable,  because  in  some  other  States  it  is  impossible 
to  distinguish  a  separate  structure  embracing  each  pool  of  oil.  Your 
committee  and  the  Department  of  the  Interior  fully  imderstand,  we 
believe,  the  principle  which  we  urge  as  the  basis  for  determining 
whether  land  is  subject  to  permit  or  must  be  leased  outright,  ana, 
more  as  a  tentative  suggestion  than  as  a  definite  reconmiendation,  we 
have  proposed  that  the  word  "proven"  be  used  in  section  12  to  de- 
scribe the  lands  upon  which  leases  shall  be  granted,  and  that  in  sec- 
tion 9  it  be  provided  that  permits  be  issued  upon  the  lands  not  sub- 
ject to  lease.  Any  term  or  phrase  which  would  more  clearly  effect 
the  purpose  above  stated  would  be  wholly  satisfactory. 

The  amendment  to  section  22  deals  with  the  number  of  leases  that 
any  qualified  person  may  take  or  hold  at  one  time  in  a  single  State. 
The  number  is  limited  to  five,  and  no  two  may  be  held  in  the  same 
field.  It  is  believed  that  this  limitation  is  sufficient  to  prevent  any 
monopoly  in  the  ownership  or  operation  of  oil-producing  lands  so 
far  as  the  public  domain  is  concerned,  and  that  it  will  enable  a  sub- 
stantial and  experienced  organization  to  utilize  its  capital  and  ex- 
perience to  a  reasonable  extent  and  in  a  manner  beneficial  to  the  con- 
suming public.  It  is  believed  that  a  more  restricted  limitation  would 
result  in  compelling  the  disbanding  of  an  oil  association  just  at  the 
time  when  its  organization  has  readied  the  stage  of  real  effectiveness 
and  experience  without  any  corresponding  gain  to  the  general  public, 
while  at  the  same  time  the  individual  members  of  such  a&sociation 
would  be  prohibited  from  entering  into  any  new  association,  the 
inevitable  result  being  that  the  developmnt  of  the  oil  resources  of  the 
public  land,  requiring  the  highest  degree  of  skill  and  experience, 
will  be  left  to  a  constantly  changing  set  of  inexperienced  operators 
and  speculators. 

It  is  proposed  that  all  of  section  23,  prohibiting  an  interest  in  any 
sales  agency  be  stricken  out  as  a  dangerous  prohibition  which  might 
prevent  an  oil  producer  from  refining  or  securing  the  refining  of  his 
own  oil  and  which  might  create  refining  monopoly  in  the  Wyoming 
fields  and  place  the  producer  of  oil  in  a  new  and  remote  field  at  the 
mercy  of  anyone  who  will  negotiate  with  him  for  the  construction  of 
a  remiery.  If  your  committee  considers  the  provision  important  for 
reasons  not  disclosed  as  yet,  we  propose  that  the  section  be  amended 
by  striking  out  the  words  "  in  any  agency,  corporate  or  otherwise," 
in  lines  18  and  19  of  the  confidential  committee  print,  and  the  inser- 
tion in  lieu  thereof  of  the  words  **  with  any  other  person  or  in  any 
other  corporation  or  association." 
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2.  AN  AMENDMENT  TO  SECTION  12  OF  THE  RILL,  COVERING  THE  SITUATION  Of 
CLAIMS  INITIATED  UNDER  EXISTING  LAW  PRIOR  TO  THE  PASSAGE  OF  TEI 
PICKETT  ACT.  UPON  WHICH  CLAIMS  THERE  HAVE  BEEX  DBILIJ>a>  ONE  OB  MOa 
PRODUCING  OIL  OR  GAS  WELLS. 

This  amendment  is  believed  to  be  sufficiently  explanatory  in  itself 
and  requires  no  restating  to  make  the  same  more  intelligible,  h 
fact,  any  restatement  or  change  in  the  phraseology  might  result  ir. 
defeating  the  purpose  for  which  the  amendment  is  intended  both  bj 
the  Government  and  the  parties  affected.  The  language  emploved  ti. 
express  the  amendment  nas  been  carefully  considered  and  a(iopi€ii 
after  exhaustive  hearings  and  counsel  with  the  Department  of  tht 
Interior  and  the  Committee  on  Public  Lands  of  the  Senate. 

The  reasons  for  the  adoption  of  this  amendment  hare  been  fulh 
presented  to  your  committee  and  to  the  Committee  on  Public  LaiK^ 
of  the  Senate.  Those  reasons  and  the  arguments  supporting  them 
have  been  repeatedly  urged  upon  Congress  during  the  past  four 
years  and  fill  many  pages  of  the  records  of  the  hearings  of  the 
House  and  Senate  Public  Land  Committees.  It  will  serve  no  useful 
purpose  to  attempt  to  repeat  them  here  and  reference  is  respectfully 
made  to  those  records  for  such  reasons  and  arguments. 

In  considering  this  amendment  it  should  be  borne  in  mind  thr. 
when  those  affected  thereby  first  sought  relief  from  Congress  they 
asked  that  such  remedial  legislation  be  enacted  as  would  enable  them 
to  secure  patents  to  the  land  upon  which  they  had  discovered  oil  and 
had  brought  in  producing  wells.  When  it  was  pointed  out  that 
Congress  proposed  to  change  its  public-land  policy  with  relation  to 
oil  and  gas  lands  and  intended  to  substitute  for  existing  law  a  leae 
ing  system,  the  claimants  were  persuaded  to  withdraw  their  claims 
for  remedial  patent  legislation  and  agree  to  accept  a  lease,  in  con- 
sonance with  the  general  leasing  policy  about  to  be  inaugurated,  upon 
a  fixed  royalty,  the  provisions  of  the  lease  otherwise  to  be  the  same 
as  those  provided  in  the  bill  or  as  prescribed  under  the  general  rules 
and  regulations  of  the  Secretary  oi  the  Interior. 

When  the  claimants  had  agreed  to  this  it  was  further  suggeste»i 
that  the  royalty  was  to  be  paid  beginning  as  of  the  time  of  fin?: 
production  and  not  from  the  date  of  the  lease.  To  this  suggestion 
many  of  the  claimants  demurred,  but  finally  agreed  to  it,  hence  tfe 
provision  to  that  effect  in  section  16  of  the  Senate  bill  and  th^ 
amendment  offered  to  the  House  bill. 

After  many  years  of  delay  and  discussion  it  is  now  suggested  that 
the  claimants  agree  to  accept,  as  a  substitute  for  such  lease  with 
such  royalty,  a  lease  upon  individual  wells.  For  the  many  reasons 
heretofore  referred  to  and  set  forth  in  the  record  of  the  hiring?  on 
the  bill,  it  is  hoped  that  it  will  be  manifest  to  your  committee  that 
it  would  be  unfair  and  inequitable  to  ask  the  claimants  to  agre* 
thereto,  and  it  is  further  hoped  that  it  will  be  manifest  to  your  com- 
mittee that  the  adoption  of  such  substitute  will  be  found  practically 
inapplicable  and  result  in  economic  waste  and  injury  to  the  claimani. 
the  Government  and  the  general  public. 

It  has  appeared  in  the  record  that  some  55  suits  have  been  com 
menced  and  are  now  pending  against  claimants  affected  by  th:? 
amendment.  It  has  also  appeared  in  the  record  that  it  will  require 
from  5  to  10  years  to  dispose  of  that  litigation  in  the  courts.    H 
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our  proposed  amendment  is  adopted  this  litigation,  we  believe,  will 
be  satisfactorily  ended.  If  this  legislation  is  not  enacted  it  is  evi- 
dent from  the  record  and  the  testimony  that  many  more  suits  will 
be  initiated  by  the  Government  against  such  claimants  and  there 
win  be  prolonged,  continued,  and  expensive  litigation,  resulting  in 
retarded  production  of  oil  and  injury  to  the  general  welfare. 

The  latter  part  of  the  amendment  is  thought  extremely  necessary 
at  this  time  in  order  to  insure  the  continued  production  of  existing 
wells  durinff  the  interim  between  the  passage  of  the  act  and  the 
granting  of  leases  as  may  be  provided  by  the  act.  Your  committee 
will  realize  that  it  will  take  some  considerable  time  for  the  depart- 
ment to  prepare  and  promulgate  the  rules  and  regulations  for  the 
administration  of  the  act  It  is  hoped  that  your  committee  will 
view  with  favor  this  part  of  the  amendment. 

Among  the  proposed  amendments  agreed  upon  by  the  oil  operators 
was  the  insertion,  after  the  word  "purposes,"  in  line  1,  section  1, 
page  2  of  the  confidential  committee  print,  the  words  "except  as 
Hereinafter  provided,"  but  this  amendment  was  unintentionally 
omitted  from  our  recommendations.  The  purpose  of  this  amend- 
ment to  section  1  is  to  extend  the  relief  proposed  in  our  suggested 
amendment  to  section  12  to  claimants  within  naval  reserves  who  in- 
itiated their  claims  prior  to  the  Pickett  Act  and  who  are  equally  en- 
titled to  relief,  as  are  those  who  made  locations  under  the  same  cir- 
cumstances upon  land  which  when  finally  segregated  years  after- 
wards was  not  designated  for  naval  purposes. 

3.  AN  AMENDMENT  TO  SECTION  31  OF  THE  BILL  COVERING  THE  SITUATION  OF  CI^AIMS 
INITIATED  TTNDEB  EXISTINCJ  LAW  UPON  THE  OPEN  PUBLIC  DOMAIN  PRIOR  TO  A 
WITHDRAWAL  AND  WHICH  CLAIMS  HA\'E  NOT  BEEN  PERFECTED  BY  DISCOVERY 
BEFORE  WITHDRAWAL. 

It  is  believed  that  section  31  with  the  proposed  amendment  will 
provide  an  adequate  saving  clause.  The  section  is  intended  to  save 
the  rights  of  those  persons  who,  prior  to  the  passage  of  this  act, 
entered  in  good  faith  the  public  domain  not  withdrawn  and  initiated 
rights  and  who  otherwise  would  be  cut  off  and  their  rights  destroyed 
either  by  a  withdrawal  or  by  the  passage  of  the  pending  bill. 

It  is  reco^ized  by  everybody  that  a  saving  clause  is  just  and  nec- 
essary. It  is  conceded  by  everyone  that  bona  fide  claimants  who  be- 
gan work  on  the  public  domain  in  pursuance  of  existing  law  should 
be  permitted  to  finish  their  work  and  complete  their  location. 

The  protection  of  a  saving  clause  is  particularly  necessary  because 
of  the  former  action  of  Congress  making  the  placer  act  applicable  to 
petroleum  deposits,  it  being  now  conceded  that  the  placer  act  does 
not  fit  the  situation.  The  basis  of  a  perfected  title  under  the  placer 
act  is  a  discovery,  and  it  is  often  impossible  to  make  discovery  of  oil 
in  such  manner  and  to  such  extent  as  demanded  by  the  departments 
without  the  expenditure  of  large  sums  of  money  covering  a  long 
period  of  time.  Under  that  act  until  discovery  is  made  the  title  of 
the  claimant  is  not  fully  vested,  and  section  31,  unless  amended  as 
proposed,  might  not  protect  those  who  had  not  made  sufficient  dis- 
covery, and  a  saving  clause  is  therefore  necessary  to  protect  persons 
who  have  started  work  on  the  public  domain,  but  who,  because  their 
work  has  not  yet  progressed  thus  far,  have  not  been  able  to  make  such 
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a  discovery  and  thus  make  their  claim  valid  within  the  meaning  of 
the  law  as  it  may  be  interpreted. 

It  is  conservatively  estimated  that  at  least  100,000  of  our  citizens 
are  affected  by  this  section.  This  number  includes  not  only  the  pro? 
pector  but  the  operator,  and  especially  the  thousands  of  stockholders 
in  various  corporations  scattered  throughout  the  United  States  whicL 
have  acquired  rights  under  existing  law.  For  Congress  to  fail  to 
adequately  protect  these  people  would  work  a  hardship  and  loss 
upon  them  tliat,  if  possible,  should  be  avoided. 

Not  only  is  an  adequate  saving  clause  just  but  it  is  expedient. 
This  is  particular!}'  true  because  of  the  Wyoming  situation,  h 
the  State  of  Wyoming,  unlike  nearly  all  of  the  other  oil  regions,  ii 
has  been  possible  for  claimants  actually  to  find  oil  at  or  close  to  th^ 
surface.  Applying  the  principle  always  applicable  to  gold  placers, 
it  has  become  a  general  practice  in  Wyoming  for  locators  to  drill 
shallow  wells,  and  in  most  cases  a  small  snowing  of  oil  has  been  found. 
Such  discoveries  have  been  uniformly  recognized  in  Wyominfl:  a5 
valid.  Indeed,  Judge  Riner,  the  Feder^il  judge  for  Wyommg.  who^ 
decisions  on  these  questions  have  been  considered  authoritative,  ovei 
two  years  ago  declared  such  discoveries  to  be  valid.  That  deci>i"C 
known  as  the  "the  Riner  decision,"  has  never  been  reversed  and hai 
been  fully  relied  on  by  claimants  under  the  placer  act. 

Recognizing,  however,  the  fact  that  there  is  an  honest  differem-^ 
of  legal  opinion  as  to  what  constitutes  a  valid  discovery  under  exist 
ing  law,  we  believe  that  to  attempt  to  settle  this  controversy  by  litisfa 
tion  only  would  be  ruinous  to  all  concerned  and  would  tie  up  the  de- 
velopment of  the  oil  industry  in  a  great  State  for  many  years,  anl 
tliat  the  expedient  as  well  as  the  right  thing  to  do  is  to  compronii^t' 
such  differences  by  the  passage  of  an  adequate  saving  clause.  If 
there  should  be  no  such  compromise,  and  after  years  of  litigation  th^ 
Government  should  win,  the  Government  would  not  in  any  sense  l"^ 
the  gainer,  as  it  would  turn  over  the  same  lands  to  new  persons  for 
development  purposes. 

The  language  of  section  81  of  the  Ferris  bill  is  retained  without 
change.  Such  language  is  applicable  to  coal  and  phosphate  land? 
The  amendment  of  the  oil  men  adds  what  is  substantially  sectinn 
17  of  the  Senate  bill.  The  principal  change  from  the  Senate  bill  i> 
to  strike  out  the  "  successive  development "  clause,  which  was  ob 
jectionable  to  the  three  departments. 

The  first  part  of  the  amendment  applies  to  existing  locations  on 
lands  not  withdrawn  even  at  the  present  time.  It  is  substantial!} 
the  Pickett  Act  somewhat  liberalized  to  correspond  with  the  decifiori 
in  Consolidated  Mutual  Oil  Co.  v.  United  States  (245  Fed.,  521 1 
and  The  United  States  v.  The  Grass  Creek  Oil  &  Gas  Co.  (236  Fo;i 
481),  and  also  somewhat  liberalized  because  of  the  increasing  inabilit.^ 
of  the  operators,  particularly  the  little  fellow,  to  obtain  supplies  ana 
money.  Under  the  Pickett  Act  a  very  strict  construction  has  bo^" 
demanded,  which  practically  required  the  claimant  to  show  continu 
ous  drilling  on  each  location.  We  wish  the  proposed  law  to  be  s^ 
liberalized  that  such  a  strict  and  harsh  construction  will  not  be  urH 
particularly  if  any  of  the  present  decisions  should  later  be  reverse^l 
It  has  been  suggested  that  the  words  "  preparing  to  develop  "  are  t'V 
broad.    Preparation   undoubtedly   means   preparing   as  shown  'J 
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exclusive  in  the  party  to  whom  it  is  conveyeitl.  These  mutual  conveynncei 
were  to  be  made  subject  to  a  reservation  in  each  party  of  a  strip  of  laud  not 
exceeding  50  feet  square,  the  purpose  being  to  retain  such  discovery  holes 
for  patent  purposes,  with  a  provision  that  they  should  not  he  used  for  pro- 
ctnctiou  purposes  by  the  party  retaining  same,  but  might  be  used  by  the  one  in 
wiiose  boundaries  the  wells  are  located.  There  was  a  provision  that  the  attor- 
neys representing  these  two  interests  may  avail  themselves  of  the  chain  of 
title  of  the  other  party  and  rely  on  the  same,  together  with  the  discoveries 
ond  ossessment  work  expended,  in  all  matters  pertaining  to  perfecting  of  title 
under  the  mining  laws,  and  this  use  of  the  chain  of  title  sliould  not  mo<lify  but 
support  the  division  provided  for.  The  parties  agi'ee  to  execute  such  other 
Instruments  as  might  be  necessary  to  vest  title  according  to  the  division  agreed 
upon*  There  were  mutual  obligations  from  each  party  to  the  otlier  to  save 
harmless  the  other  from  all  claims,  mortgages,  etc.,  against  the  lands  so  to  be 
conveyed  which  might  be  asserted  by  any  party  allied  with  or  claiming  as 
predecessor  of  the  granting  party,  or  claiming  under  any  contract  with  the 
latter  or  Its  allies  or  associates.  The  Franco  interests  further  specifically 
agreed  to  save  harmless  the  Midwest  interests  from  any  claim  or  claims  of  the 
Lobell  interests.  The  contract  provided,  further,  for  the  execution  and  deposit 
in  escrow  within  six  months  from  that  date  of  instruments  of  conveyance, 
these  to  be  subject  to  delivery  by  each  to  the  other  when  the  attorneys  for  the 
parties  have  examined  the  title  and  have  determined  the  regularity  and  suffi- 
ciency of  instruments;  this  delivery  to  be  made  in  not  to  exceed  two  yeai*s 
unless  the  time  is  extendetl  by  mutual  consent.  There  was  a  further  provision 
that  the  two  Interests  were  to  work  in  harmony  for  the  vesting  of  titles 
according  to  the  division  provided  for  by  the  contract ;  that  they  were  to  help 
each  other  by  every  legitimate  and  honorable  means  as  against  any  adversary 
claims;  that  the  attorneys  for  the  opposite  parties  shall  be  designated  as  the 
ottorneys  for  both  parties  in  all  matters  concerning  the  title,  and  shall  work 
together  not  only  in  the  interests  of  the  party  by  whom  they  are  directly 
employed  but  also  in  the  interests  of  the  other  companies  for  the  perfecting 
of  the  title. 

Late  In  December  last,  at  the  request  of  attorneys  for  the  parties  in  interest, 
a  hearing  was  held,  at  which  this  situation  was  discussed.  There  were  present 
at  that  hearing  the  following  attorneys,  representing  the  persons  or  interests 
specified:  Mr.  K.  C.  Schuyler,  for  the  Midwest  Interests;  Mr.  C.  W.  Burdick, 
for  the  Franco  interests;  Mr.  Tyson  S.  Dines,  for  Mr.  Verner  Z.  Reed;  Mr. 
Henry  McAllister,  Jr.,  for  Mr.  William  M.  Fitzhugh;  Messrs.  Consaul  and 
Heltman,  of  counsel. 

After  the  hearing  of  the  arguments,  orally  presented,  I  requested  that  the 
contentions  made  by  the  attorneys  be  formulated  In  writing.  Complying  there- 
with, you  filed  a  letter  dated  January  5,  191G,  and  on  January  8,  lOlG,  a 
furuther  hearing  was  held  and  the  points  made  in  that  letter  were  elaborated. 

After  careful  consideration  of  the  entire  matter,  I  still  adhere  to  the  view 
expressed  in  my  letter  of  December  18,  that  as  between  the  parties  to  this 
agreement  of  October  10,  1012,  the  litigation  now  pending  in  the  local  courts  In 
"Wyoming  in  the  form  of  adverse  suits  pursuant  to  section  232G,  Revised 
Statutes,  can  not  be  considered  either  in  law  or  in  fact  as  lawful  or  proper 
proceedings. 

In  your  letter  of  January  5,  and  in  the  oral  argument  on  January  8,  you 
have  urged  two  principal  propositions.  The  first  is  that  there  has  been  no 
delivery  of  the  deeds  which  this  contract  called  for  and  therefore  the  legal 
title  is* not  vested  as  the  contract  contemplated.  It  is  admitted,  however,  that 
these  deeds  have  been  executed  and  are  now  in  escrow  and  that  all  that  re- 
mains to  pass  the  legal  title  is  the  delivery  of  the  instruments.  It  Is  also 
admitted  that  pursuant  to  this  agreement  the  actual  possession  of  the  tracts 
Involvd  has  been  surrendered  by  each  to  the  other  and  the  lands  are  being 
used  and  enjoyed  by  the  party  entitled  thereto  under  the  contract.  The  con- 
tract, itself,  in  the  preamble,  in  referring  to  the  desirabllty  for  the  adjust- 
ment of  all  differences  contains  the  language:  "And  to  thnt  end  the  relative 
rights  of  each  in  the  properties  referred  to  have  been  settled,  agreed  upon 
and  defined  as  hereinafter  in  this  agreement  set  forth."  The  parties  are  In 
possession  pursuant  to  this  contract  and  derive  all  their  rights  to  the  use  and 
enjoyment  of  the  premises  only  by  virtue  of  that  Instrument.  The  equitable, 
if  not  the  legal,  title  has  become  vested  In  the  parties  respectively,  and  no  rea- 
son appears  why  delivery  of  legal  title  can  not  at  any  time  be  enforce<l.    The 
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someAvhat  similar  language  in  the  Taft  withdrawal  order  afforded 
no  protection  whatsoever.  Furthermore  the  Supreme  Court  has 
directly  held  that  until  discovery  a  placer  mining  location  if5  not  valid 
as  against  the  Government.  It  certainly  is  possible  under  the  Su- 
preme Court's  decisions  that  the  Consolidated  Mutual  case  may  be 
reversed.  If  so,  the  saving  clause,  at  present  contained  in  section  31, 
would  be  totally  unavailing.  Furthermore  the  Consolidated  Mutual 
decision  at  some  points  is  susceptible  of  various  interpretations.  At 
best  the  saving  clause  of  the  present  bill  would  protect  a  claimant 
only  in  case  he  was  in  the  exercise  of  a  degree  of  diligence  which  is. 
as  previously  shown,  incompatible  with  present  conditions.  Cer- 
tainly if  Congress  does  intend  to  pass  an  adequate  saving  clause  it 
should  do  so  specifically  and  in  language  that  can  not  be  misunder- 
stood. 

In  this  connection  it  will  be  noted  that  the  proposed  amemlment  is 
substantially  the  same  as  section  17  of  the  Senate  bill.  The  Depart- 
ments of  the  Interior,  Navy,  and  Justice,  after  request  of  the  House 
Committee  on  the  Public  llands  to  point  out  objections  to  the  Senate 
bill,  made  mention  of  only  two  objections  to  said  section  17,  namely,  the 
clause  concerning  "  successive  development "  and  the  use  of  the  word^ 
"  actual  knowledge  "  instead  of  "  notice  "  in  the  last  sentence.  Thus, 
inferentially  at  least,  the  three  departments  gave  their  approval  lo 
section  17,  except  as  to  the  matters  noted,  and  the  oil  men  in  response 
to  such  objections  have  omitted  the  "  successive-development "  claube 
in  the  proposed  amendment  to  section  81.  We,  therefore,  contend 
that  such  amendment,  excepting  only  in  the  one  particular  of  the  use 
of  the  words  "  actual  knowledge "  mstead  of  "  notice,"  has  depart- 
mental approval ;  clearly  it  does  not  have  departmental  disapproval. 

4.   AN    AMENDMENT   DESIGNATED   AS   SECTION   32    OF  THE  BILL   DEALING   ESPECIALLT 

WITH  THE  ALASKAN  SITUATION. 

The  Alaska  proviso  of  H.  R.  3232,  section  9,  as  previously  passed 
by  the  House,  provides  for  a  double  time  in  Alaskan  permit*^  Thr 
committee  of  western  oil  operators  heartily  indorse  this  principle  aiMl 
asume  that  in  the  final  draft  of  the  bill  it  will  be  applied  to  leases 
also,  for  recognized  climatic  and  geographic  reasons. 

As  to  acreage :  In  section  22  of  the  committee  print,  at  lines  18  and 
19,  we  have  unanimously  recommended  a  maximum  of  five  leases  in 
any  State ;  and  not  more  than  one  lease  in  any  single  field.  We  delil> 
erately  omitted  the  words  "or  Territory"  after  the  word  "State," 
on  line  19,  believing  that  by  so  doing  the  Secretary  would  have  full 
discretion  to  grant  a  larger  number  of  leases  and  permits  in  Alaska. 
There  is  no  question  that  at  least  double  acreage  should  be  grantoJ 
in  Alaska,  as  the  fields  are  rugged  and  broken  and  the  wells  shaIIo'>^ 
and  small,  averaging  not  more  than  10  barrels.  To  stimulate  the 
needed  production  there  should  be  ample  area  granted  to  justify  the 
larger  expense  requirements. 

The  testimony  has  shown  at  least  a  million  acres  of  recognized  oil 
lands  in  the  Territory  available  for  development  under  a  permit  and 
leasing  system,  with  a  strong  probability  of  at  least  double  that  esti- 
mate; and  that  immediate  development  is  vital  as  a  war  emergency  to 
protect  the  production  of  fish,  gold,  and  copper,  which  are  wholly 
dependant  thereon.  So  that  a  maximum  limit  of  even  20,000  acres 
would  permit  and  encourage  50  separate  development  companies  ir 


1240  OIL   LKA8ING    iJiNDS. 

Mr.  Tallmak.  I  should  say  so,  Mr.  Chairman. 

The  Chairman.  And  is  not  that  view  pretty  generally  shared  by 
the  oil  men? 

Mr.  Tallman.  I  think  so,  so  far  as  I  have  talked  with  them. 
They  realize  the  insufficiency  of  existing  legislation.  Now,  for  in- 
stance,  Judge  Einer,  of  the  district  court  of  Wyoming,  made  a  de- 
cision which  is  a  very  liberal  decision,  on  what  constituted  a  discov- 
ery. Now  that  decision,  I  am  told  by  oil  men  operating  in  Wyoming^ 
has  had  a  most  unfavorable  effect  on  the  whole  Wyoming  situation. 
It  has  led  to  the  placing  of  locations  and  the  attempt  to  hold  property 
by  making  tliat  sort  of  a  ''discovery  *■  to  the  detriment  of  bona  fide 
operators  all  over  the  State  of  Wyoming  in  every  new  field.  It  is 
simply  laying  the  foundation  for  more  trouble  and  more  litigation. 

The  Chairman.  That  decision  is  not  borne  out  by  the  other  de- 
cisions at  all,  is  it  ? 

Mr.  Tallman.  Well,  it  is  probable 

The  Chairman  (interposing).  No  other  decisions  have  gone  that 
far,  have  they  ? 

Mr.  Tallman.  I  hardly  think  so. 

The  Chairman.  As  a  matter  of  fact,  it  goes  much  further  than  any 
other  decision  on  that  subject. 

Mr.  Tallman.  It  so  impresses  me ;  yes. 

Mr.  Taylor,  Did  not  the  circuit  court  of  appeals  sustain  it,  or 
decide  in  the  same  way  ? 

Mr.  Tallman.  No;  the  circuit  court  of  appeals  did  not  decide  it 
on  that  point  at  all. 

Mr.  Mats.  In  that  connection,  Mr.  Commissioner,  have  you  con- 
sidered the  question  of  discovery  in  connection  with  the  oil  ^ales  ? 

Mr.  Tallman.  Yes,  sir;  we  have  given  that  considerable  consider- 
ation lately. 

Mr.  Mays.  Have  you  made  any  decision  on  that  ? 

Mr.  Tallman.  No;  the  Secretary  had  quite  an  extensive  conference 
with  the  Colorado  representatives  a  few  days  ago  who  are  chiefly 
interested,  but  no  conclusion  has  been  arrived  at  as  yet,  so  far  as  ) 
know. 

Mr.  Mays.  The  ordinary  discovery  as  it  applies  to  oil  fields  would 
be  impossible  in  oil-shale  country,  would  it  not? 

Mr.  Tallman.  The  ordinary  discovery  of  oil;  yes;  because  the 
oil  does  not  exist  in  the  shale  as  oil. 

Mr.  Raker.  Now,  Mr.  Commissioner,  getting  back  to  what  I  started 
in  on,  I  want  to  take  a  suppositious  case.  Suppose  out  in  the  West, 
in  one  of  these  local  towns,  there  are  a  barber,  a  blacksmith,  a  hotel 
man,  a  saloon  man,  and  a  couple  of  prospectors  who  have  been  out 
over  the  country,  and  they  meet,  eight  or  them,  and  are  discussing 
matters  with  the  old  prospector,  and  he  tells  them  that  he  thinks  he 
has  in  view  a  location  in  the  country  that  if  they  developed  it  they 
would  find  oil,  and  they  make  an  arrangement,  and  a  location  is  made 
properly  and  posted,  with  its  exterior  boundaries  marked  and  re- 
corded; and  this  same  prospector  does  some  work  around  the  claim, 
but  all  of  these  men  are  financially  embarrassed  or  have  not  means, 
80  that  they  can  expend  $1,000  or  $1,500,  but  they  do  expend  $300  or 
$400,  and  it  is  their  intention  to  give  a  lease  to  some  one  who  doe:^ 
have  money  to  develop  it,  or  that  they  will  give  some  one  who  does 


